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1. INTRODUCTION

PURPOSE OF THIS VOLUME

The Analytical Perspectives volume presents analyses
that highlight specific subject areas or provide other
significant data that place the budget in context. This
volume presents crosscutting analyses of Government
programs and activities from several perspectives.

Presidential budgets have included separate analyti-
cal presentations of this kind for many years. The 1947
Budget and subsequent budgets included a separate sec-
tion entitled “Special Analyses and Tables” that covered
four and sometimes more topics. For the 1952 Budget,
the section was expanded to 10 analyses, including many
subjects still covered today, such as receipts, investment,
credit programs, and aid to State and local governments.
With the 1967 Budget this material became a separate
volume entitled “Special Analyses,” and included 13 chap-
ters. The material has remained a separate volume since
then, with the exception of the Budgets for 1991-1994,
when all of the budget material was included in one large
volume. Beginning with the 1995 Budget, the volume has
been named Analytical Perspectives.

Again this year, several large tables are included at
http:/ lwww.whitehouse.gov/omb /budget/fy2010/ spec.
html and on the Analytical Perspectives CD-ROM en-
closed with the printed version of this volume. A list of
these items is in the Table of Contents.

Overview of the Chapters

Introduction

1. Introduction. This chapter briefly discusses each of
the subsequent chapters.

Performance and Management Assessments

2. Building a High-Performing Government. This chapter
discusses development of a new management and
performance agenda based around the following themes:

e Putting Performance First: Replacing PART with
a New Performance Improvement and Analysis
Framework;

e Ensuring Responsible Spending of Recovery Act
Funds;

e Transforming the Federal Workforce;
e Managing Across Sectors;
e Reforming Federal Contracting and Acquisition; and

e Enhancing Transparency, Technology and Participa-
tory Democracy.

Crosscutting Programs

3. Homeland Security Funding Analysis. This chapter
discusses homeland security funding and provides infor-
mation on homeland security program requirements, per-
formance, and priorities. Additional detailed information
is available at the Internet address cited above for the
electronic version of this volume and on the Analytical
Perspectives CD-ROM enclosed with the printed version
of this volume.

4. Strengthening Federal Statistics. This chapter
discusses 2010 Budget proposals for the Government’s
principal statistical programs.

5. Research and Development. This chapter presents a
crosscutting review of research and development funding
in the Budget, including discussions about priorities,
performance, and coordination across agencies.

6. Federal Investment. This chapter discusses federally
financed spending that yields long-term benefits. It pres-
ents information on annual spending on physical capital,
research and development, and education and training,
and on the cumulative capital stocks resulting from that
spending.

7. Credit and Insurance. This chapter provides crosscut-
ting analyses of the roles, risks, and performance of Federal
credit and insurance programs and Government-sponsored
enterprises (GSEs). This year, the chapter also includes a
section focusing on efforts to stabilize the economy and
promote financial recovery, including the Troubled Asset
Relief Program (TARP). The general portion of the chapter
covers the categories of Federal credit (housing, education,
business including farm operations, and international) and
insurance programs (deposit insurance, pension guaran-
tees, disaster insurance, and insurance against terrorism-
related risks). Additionally, two detailed tables, “Table 7-10.
Direct Loan Transactions of the Federal Government” and
“Table 7-11. Guaranteed Loan Transactions of the Federal
Government,” are available at the Internet address cited
above for the electronic version of this volume and on the
Analytical Perspectives CD-ROM enclosed with the print-
ed version of this volume.

8. Aid to State and Local Governments. This chapter
presents crosscutting information on Federal grants to
State and local governments, including highlights of
Administration proposals. An Appendix to this chapter in-
cludes State-by-State spending estimates of major grant
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programs, including estimates for grant funding from
the American Recovery and Reinvestment Act of 2009
(ARRA).

9. Leveraging the Power of Technology to Transform the
Federal Government. This chapter presents a crosscut-
ting look at Federal activities, policy, and spending re-
lated to information technology (IT). It describes the
Administration’s information technology agenda, aligned
with the broad goals of transparency, participation, and
collaboration, and promoting innovation for efficient and
effective delivery of value to citizens.

10. Federal Drug Control Funding. This chapter displays
enacted and proposed drug control funding for Federal
departments and agencies.

11.California-Federal Bay-Delta Program Budget Crosscut
(CALFED). This chapter presents information on Federal
and State funding for the CALFED program, in fulfillment
of the reporting requirements for this program. Additional
detailed tables on CALFED funding and project descrip-
tions are available at the Internet address cited above for
the electronic version of this volume and on the Analytical
Perspectives CD-ROM enclosed with the printed version
of this volume.

Economic Assumptions and Analyses

12. Economic Assumptions. This chapter re-
views recent economic developments; presents the
Administration’s assessment of the economic situa-
tion and outlook, including the effects of macroeco-
nomic policies; compares the economic assumptions on
which the Budget is based with the assumptions for
last year’s Budget and those of other forecasters; and
illustrates the budget impact of alternatives to the
Budget’s economic forecast. This chapter also covers
topics related to the effects on the budget of changes
in economic conditions and assumptions.

13. Stewardship. This chapter assesses the
Government’s financial condition and sustainability in
an integrated framework that includes Federal assets
and liabilities; 75-year projections of the Federal bud-
get under alternative assumptions; actuarial estimates
for the future spending and dedicated income for Social
Security and Medicare; a discussion of tax compliance;
a national balance sheet that shows the Federal contri-
bution to national wealth; and a table of economic and
social indicators.

14. National Income and Product Accounts. This chapter
discusses how Federal receipts and outlays fit into the
framework of the National Income and Product Accounts
(NIPAs) prepared by the Department of Commerce.
The NIPA measures are the basis for reporting Federal
transactions in the gross domestic product (GDP) and
for analyzing the effect of the budget on aggregate eco-
nomic activity.

Budget Reform Proposals

15. Budget Reform Proposals. This chapter includes
a brief description of the Administration’s proposals
to make the budget process more responsible and to
make budgets more transparent, accurate, and com-
prehensive.

Federal Borrowing and Debt

16. Federal Borrowing and Debt. This chapter analyzes
Federal borrowing and debt and explains the budget es-
timates. It includes sections on special topics such as the
trends in debt, agency debt, investment by Government
accounts, and the statutory debt limit.

Federal Receipts and Collections

17. Federal Receipts. This chapter presents information
on receipts estimates, enacted tax legislation, and the
receipts proposals in the Budget.

18. User Charges and Other Collections. This chapter
presents information on collections from market-oriented
activities, such as the sale of stamps by the Postal Service
(which are recorded as offsets to outlays rather than as
Federal receipts), and on receipts from regulatory fees.
This chapter also presents information on all other collec-
tions that offset outlays, which result from both intragov-
ernmental transactions and transactions with the public.

19. Tax Expenditures. This chapter describes and pres-
ents estimates of tax expenditures, which are defined as
revenue losses from special exemptions, credits, or other
preferences in the tax code.

Dimensions of the Budget

20. Comparison of Actual to Estimated Totals. This chap-
ter compares the actual receipts, outlays, and deficit for
2008 with the estimates for that year published two years
ago in the 2008 Budget. It also includes a historical com-
parison of the differences between receipts, outlays, and
the deficit as originally proposed with final outcomes.

21. Trust Funds and Federal Funds. This chapter pro-
vides summary information on Federal funds and trust
funds, which comprise the entire budget. For trust funds
the information includes income, outgo, and balances.

22. Off-Budget Federal Entities and Non-Budgetary
Activities. This chapter discusses off-budget Federal enti-
ties (Social Security and Postal Service) and non-budget-
ary activities, such as deposit funds, regulation, and the
cash flows for credit programs.

23. Federal Employment and Compensation. This chap-
ter provides summary data on the level and recent trends
in civilian and military employment, personnel compen-
sation and benefits, and the cost of overseas staffing.
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Current Services Estimates

24.Current Services Estimates. This chapter presents esti-
mates of what receipts, outlays, and the deficit would be if
current policies remained in force. It discusses the concep-
tual framework for these estimates and describes differ-
ences with the baseline under the Budget Enforcement Act
(BEA) rules. Two detailed tables, “Table 25-13. Current
Services Budget Authority by Function, Category, and
Program” and “Table 25-14. Current Services Outlays by
Function, Category, and Program,” are available at the
Internet address cited above for the electronic version of
this volume and on the Analytical Perspectives CD-ROM
enclosed with the printed version of this volume.

The Budget System and Concepts

25. The Budget System and Concepts. This chapter in-
cludes a basic reference to the budget process, concepts,

laws, and terminology, and includes a glossary of budget
terms.

Detailed Displays of Program Costs

The following materials are available at the Internet ad-
dress cited above for the electronic version of this volume
and on the Analytical Perspectives CD-ROM enclosed
with the printed version of this volume.

e 26. Detailed Functional Tables. Table 26-1. “Bud-
get Authority and Outlays by Function, Category,
and Program."

o 27. Federal Programs by Agency and Account. Table
27-1. “Federal Programs by Agency and Account.”
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2. BUILDING A HIGH-PERFORMING GOVERNMENT

Just as important as changing what Washington does
is changing how it does it. We cannot begin to tackle the
challenges we face without restoring responsibility and
accountability to government. The Administration is cur-
rently working to develop a new management and perfor-
mance agenda based around the following themes:

L. Putting Performance First: Replacing PART
with a New Performance Improvement and
Analysis Framework

Several Administrations have made efforts to mea-
sure and improve government performance. Both
Congressional and Administration efforts have produced
some meaningful progress, though there is much more we
can do to drive improved program results.

The Government Performance and Results Act (GPRA)
of 1993 requires agencies to submit to the Office of
Management and Budget (OMB) and Congress five-year
Strategic Plans (updated every three years) as well as
Annual Performance Plans and Reports. These require-
ments were fully implemented in 1999. The law requires
Federal agencies to identify both annual and long-term
goals and to collect and report performance data. Under
GPRA, agencies were required for the first time to iden-
tify measures and targets for judging their performance
in achieving their strategic goals and managing their pro-
grams. Agencies collect information on an annual basis in
order to determine whether they are meeting those goals.
The aim is not simply to measure performance, but also to
use GPRA plans and reports to instill a culture of active
performance management within agencies.

The November 13, 2007 Executive Order (EO) on
Improving Government Program Performance requires
the head of each agency to designate a Performance
Improvement Officer (PIO) to coordinate agency per-
formance management activities. PIOs are respon-
sible for helping the head of the agency define clear
goals, measure progress, and hold people account-
able for achieving results. The EO also establishes a
Performance Improvement Council (PIC) to facilitate
collaboration between PIOs on performance manage-
ment efforts.

The Program Assessment Rating Tool (PART), used
during the past six years, has helped the Federal
Government establish performance measures across
Federal programs. But it has been less successful in en-
couraging the actual use of performance measurement
as a performance improvement tool. A recent GAO study
found that among Federal managers familiar with PART,
only 26 percent said that PART results are used in man-
agement decision making, and only 14 percent viewed

PART as improving performance.! Others have been con-
cerned about the lack of transparency of the PART rat-
ings process and have argued that it has focused too much
on rating programs and not enough on explaining perfor-
mance trends and improving performance.

The Obama Administration will work with the PIC to
fundamentally reconfigure how the Federal Government
assesses program performance. A reformed performance
improvement and analysis framework will switch the
focus from grading programs as successful or unsuc-
cessful to requiring agency leaders to set priority goals,
demonstrate progress in achieving goals, and explain
performance trends. In order to break down silos, cross-
program and cross-agency goals would receive as much
or more focus as program-specific ones. In developing
this new approach, the Administration will engage the
public, Congress, and outside experts to develop a better
and more open performance measurement process that
improves results and outcomes for Federal Government
programs while reducing waste and inefficiency.

As a first step in this process, OMB, during the next few
months, will ask each major agency to identify a limited set
of high priority goals, supported by meaningful measures
and quantitative targets, that will serve as the basis for the
President’s meetings with cabinet officers to review their
progress toward meeting performance improvement targets.
The Administration will also identify on-going opportunities
to engage the public, stakeholders, and Congress in this effort.

A reformed performance improvement and analysis
framework also would emphasize program evaluation. Just
as the Administration is proposing historic investments in
comparative effectiveness research so that our health care
services will produce better results, the Administration
will conduct quality research evaluating the effectiveness
of government spending in order to produce better results.

In the coming months, the Administration will work
with agency leaders and the PIC to develop options for:

o KEstablishing a comprehensive program and perfor-
mance measurement system that shows how Fed-
eral programs link to agency and Government-wide
goals;

o Reforming program assessment and performance
measurement processes to emphasize the reporting
of performance trends, explanations for the trends,
mitigation of implementation risks, and plans for
improvement with accountable leads;

e Streamlining reporting requirements under GPRA
and PART to reduce the burden on agencies and
OMB;

I Government Performance Lessons Learned for the Next Administration on Using Perfor-
mance Information to Improve Results, GAO-08-1026T, July 24, 2008, page 9.
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e Improving the communication of performance re-
sults to Congress, the public, and other stakeholders
through better data display in agency reports and
the ExpectMore.gov website; and

e Launching a comprehensive research program to
study the comparative effectiveness of different pro-
gram strategies to ensure that programs achieve
their ultimate desired outcomes.

II. Ensuring Responsible Spending of Recovery
Act Funds

Passing the Recovery Act was an important step to-
ward immediate economic recovery and the restoration of
long-term fiscal stability. But for the Recovery Act to be
effective, funds need to be spent quickly and wisely. The
Administration is committed to investing Recovery Act
dollars with an unprecedented level of transparency and
accountability so Americans know where their tax dollars
are going and how they are being spent.

The Administration has moved swiftly to implement
processes necessary to oversee this massive effort. OMB
guidance contains critical action steps that Federal agen-
cies must take immediately to meet these objectives and
to implement the Act effectively. The guidance calls on
agencies to go beyond standard operating procedures
and recognize the unusual nature of Recovery funds. For
example, agencies are required to ensure that Recovery
money is distinguished from other funding in their finan-
cial systems, grant and contract writing systems, and re-
porting systems. This allows for more efficient tracking
of Recovery funds and a better evaluation of their impact.

Recovery Act planning and implementation require-
ments are intended to meet crucial accountability
objectives to ensure:

e Funds are awarded and distributed in a prompt, fair,
and reasonable manner;

e The recipients and uses of all funds are transparent
to the public, and the public benefits of these funds
are reported clearly, accurately, and in a timely
manner;

e Funds are used for authorized purposes and instanc-
es of fraud, waste, error, and abuse are mitigated;

e Projects funded under this Act avoid unnecessary
delays and cost overruns; and

e Program goals are achieved, including specific pro-
gram outcomes and improved results on broader
economic indicators.

III. Transforming the Federal Workforce

Government performance depends heavily on the qual-
ity of its workforce. Almost half of the Federal workforce is
projected to retire during the coming decade. This retire-
ment wave presents a challenge because the Government
will be losing a lot of top talent, expertise, and institutional

memory. If the Government fails to recruit and retain new
talent to critical management and mission-critical posi-
tions then it will be difficult for it to achieve key public
objectives. However, the retirement wave also presents an
opportunity to reform and reenergize the Federal work-
force by re-evaluating what the workforce does and how
it does it. It will provide an opportunity to transform the
Government’s workforce capacity to address 21st Century
challenges by implementing 21st Century systems and
processes to acquire, develop, engage, compensate, recog-
nize, and effectively retain talented employees.

The Federal Government will hire several hundred
thousand new civilian employees during the next four
years. In filling these positions, it is essential to restore
the prestige of public service and reform the recruitment
process to improve targeting and outreach to talented
Americans eager to serve.

The Federal hiring process also needs to be reformed.
The current Federal hiring process is lengthy and en-
cumbered by burdensome requirements and outdated
technology systems. For example, the Department of
Education’s Office of Federal Student Aid (FSA), using
information gathered through interviews with staff mem-
bers, developed the detailed process map that reflected
every activity, requirement and hand-off associated with
FSA’s hiring process. The map consisted of 114 discrete
steps, and more than 45 hand-offs between managers,
administrative officers, and human resources specialists.
The Department has worked to streamline its process.
Agencies need to develop strategic workforce plans, post
brief, clear job announcements in plain language, provide
timely notification to applicants on the status of their ap-
plications, and measure the average length of the hiring
process along with the effectiveness of hiring efforts and
reforms. The Office of Personnel Management will lead
the retooling of the Federal hiring process.

Additionally, the Federal Government needs to make
greater investments in its existing workforce, help-
ing workers build skills and gain expertise to meet new
challenges. Agencies need to increase and improve their
training efforts, and implement plans to measure the ef-
fectiveness of their training investments. They should
make greater use of management rotations both within
and between agencies — following the lead of many pri-
vate sector organizations which move top talent around
early in their careers so that individuals have a wide
range of experiences and skills before they reach top
management roles. Agencies should also put a healthy
leadership pipeline in place, identifying possible succes-
sors for mission critical positions several years before
potential retirees leave Federal service. General Services
Administration and Office of Personnel Management will
work with other agencies to improve work-life issues for
the Federal workforce.

Finally, agencies need to improve methods for evalu-
ating employee performance, implementing mechanisms
for rewarding both success and smart risk-taking for
individuals as well as teams, and creating incentives to
retain talented workers.
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Transforming the Federal workforce is a critical compo-
nent of enhanced public service for the Nation. Without
a strong civil service, it will be impossible to achieve
the high level of performance that the American people
deserve.

IV. Managing Across Sectors

Governing effectively in the 21st Century involves
managing public sector resources, acquiring needed re-
sources from the private and nonprofit sectors, and col-
laborating across levels of government. The goal through
all of these activities is to provide the highest level of gov-
ernment performance with the least cost to taxpayers. In
the new management agenda, the focus will be on deter-
mining and then implementing government services in a
manner that provides the best value for taxpayers.

V. Reforming Federal Contracting and Acquisition

Since 2001, spending on Federal contracts has more
than doubled, reaching more than $500 billion in 2008.
During this same period, there has been a significant in-
crease in the dollars awarded without full and open com-
petition and an increase in the dollars obligated through
cost-reimbursement contracts. Between fiscal years 2000
and 2008, for example, dollars obligated under cost-re-
imbursement contracts nearly doubled, from $71 billion
in 2000 to $135 billion in 2008. Reversing these trends
away from full and open competition and toward cost-re-
imbursement contracts could result in savings of billions
of dollars each year for the American taxpayer.

When awarding contracts, the Federal Government
must strive for an open and competitive process. However,
executive agencies must have the flexibility to tailor con-
tracts to carry out their missions and achieve the policy
goals of the Government. In certain exigent circumstanc-
es, agencies may need to consider whether a competitive
process will not accomplish the agency’s mission. In such
cases, the agency must make sure that the risks associ-
ated with noncompetitive contracts are minimized.

Moreover, it is essential that the Federal Government
have the capacity to carry out robust and thorough man-
agement and oversight of its contracts in order to achieve
programmatic goals, avoid significant overcharges, and
curb wasteful spending.

Outsourcing for services raises special concerns. For
decades, the Federal Government has relied on the pri-
vate sector for core services used by the Government,
such as transportation, food, and maintenance. OMB
Circular A-76, first issued in 1966, was based on the rea-
sonable premise that while inherently governmental ac-
tivities should be performed by Government employees,
taxpayers may receive more value for their dollars if non-
inherently governmental activities that can be provided
commercially are subject to the forces of competition.

However, the line between inherently governmental ac-
tivities that should not be outsourced and commercial ac-
tivities that may be subject to private-sector competition
has been blurred and inadequately defined. As a result,

contractors may be performing inherently governmental
functions or other critical functions that are more prop-
erly performed by Government. Agencies and depart-
ments must operate under clear rules prescribing when
outsourcing is and is not appropriate.

On March 4, 2009, the President issued a memoran-
dum on Government contracting that stated: “It is the
policy of the Federal Government that executive agencies
shall not engage in noncompetitive contracts except in
those circumstances where their use can be fully justified
and where appropriate safeguards have been put in place
to protect the taxpayer. In addition, there shall be a pref-
erence for fixed-price type contracts. Cost-reimbursement
contracts shall be used only when circumstances do not
allow the agency to define its requirements sufficiently
to allow for a fixed-price type contract. Moreover, the
Federal Government shall ensure that taxpayer dollars
are not spent on contracts that are wasteful, inefficient,
subject to misuse, or otherwise not well designed to serve
the Federal Government’s needs and to manage the risk
associated with the goods and services being procured.
The Federal Government must have sufficient capacity to
manage and oversee the contracting process from start to
finish, so as to ensure that taxpayer funds are spent wisely
and are not subject to excessive risk. Finally, the Federal
Government must ensure that those functions that are
inherently governmental in nature are performed by ex-
ecutive agencies and are not outsourced.”

The memorandum instructs the Director of the OMB
to work with other Administration officials to issue new
guidance on: 1) reviewing contracts; 2) maximizing use of
competitive procurement processes; 3) appropriate use of
all contracts types; 4) assessing the capacity and ability of
the Federal acquisition workforce to develop, manage, and
oversee acquisitions appropriately; and 5) clarifying when
outsourcing is and is not appropriate.

VI. Transparency, Technology, and Participatory
Democracy

Transparency promotes accountability and provides in-
formation for citizens about what their Government is do-
ing. Information maintained by the Federal Government
is a national asset. The Administration will take appro-
priate action, consistent with law and policy, to disclose
information rapidly in forms that the public can read-
ily find and use. Executive departments and agencies
should harness new technologies to publish online infor-
mation about their operations and decisions in ways that
are readily available to the public. Executive departments
and agencies also should solicit public feedback to iden-
tify information of greatest use to the public.

Technology increasingly allows the Federal Government
to provide citizens with improved access to information
about the use of their tax dollars and with the opportu-
nity to give feedback. The Administration will continue to
innovate in providing better levels of transparency and
openness, and in devising new tools to let citizens have
their voices heard by those who serve them.
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With citizens increasingly interacting with Government
agencies through the Internet and agencies more reliant
than ever on technology to drive their operations, it is crit-
ical that the Government manage its information technol-
ogy program effectively and securely. This includes the

delivery of services efficiently while reducing redun-
dancy and risk from outdated or overextended computer
systems. It also means addressing complications such as
privacy concerns that arise with new technologies.
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3. HOMELAND SECURITY FUNDING ANALYSIS

Section 889 of the Homeland Security Act of 2002 re-
quires a homeland security funding analysis be incorpo-
rated in the President’s Budget. This analysis addresses
that legislative requirement, and covers the homeland
security funding and activities of all Federal agencies,
not only those carried out by Department of Homeland
Security (DHS), as well as State, local, and private sector
expenditures. Since not all activities carried out by DHS

sponse to natural disasters and Coast Guard search and
rescue activities), DHS estimates in this section do not
encompass the entire DHS budget.

In the coming months, future homeland security bud-
getary priorities will be informed by the comprehensive
National Security Strategy of the Obama Administration,
the Quadrennial Homeland Security Review and other
related efforts. One principle that will remain constant

constitute traditional homeland security funding (e.g. re-

Table 3-1. HOMELAND SECURITY FUNDING BY AGENCY
(budget authority in millions of dollars)
2008 2009
2008 2009 2010
Agenc Supplemental/ Supplemental/
gency Enacted E’;Eerg ency Enacted E’r)#erg ency Request

Department of Agriculture 5746 ... 507.1f ... 574.7
Department of Commerce 2069 ... 258.1 12.9 267.5
Department of Defense ... 17,374.4 657.7 19,413.5 365.0 19,303.3
Department of Education .. 271 318 30.6
Department of Energy 1,827.3] ... 1,9388) ... 2,007.5
Department of Health and Human Services 43006 ... 4,626.8 50.0 4,839.8
Department of Homeland Security .......... 29,755.8 2,730.0 34,350.9 2,509.1 34,7315
Department of Housing and Urban Development 19 L. 48 ... 4.9
Department of the Interior ... 502 ... 527 .. 542
Department of Justice .. 3,277.5 250.0 3,641.3 46.7 3,973.9
Department of Labor ... 478 ... 485 .. 52.7
Department of State ..... 11,7191 ... 1,809.2] ... 1,767.8
Department of Transportation 205.3) ... 2209 ... 247.9
Department of the Treasury ...... 12000 ... 1337, . 129.8
Department of Veterans Affairs . 3089 ... 3046 ... 369.1
Corps of Engineers ................... 420 .. 420 . 43.0
Environmental Protection Agency 1881 ... 15700 ... 160.1
Executive Office of the President . 2100 . 191 L 17.0
General Services Administration .. 143.0 233.0 159.4 369.0 192.0
National Aeronautics and Space Administration . 2052 .. 2218 L. 220.4
National Science Foundation ............c.ceeeeen. 365.1 1.0 377.2 29.4 385.5
Office of Personnel Management 23 L 19 L 2.2
Social Security Administration .. 1842 ... 2146 ... 228.8
District of Columbia ................. 34, L. 3900 0 ... 15.0
Federal Communications Commission ............ 23] 23 L. 3.0
Intelligence Community Management Account ... 12200 ... 328 0 . 15.5
National Archives and Records Administration .... 77y L 20.7( 20.6
Nuclear Regulatory Commission ............c....... 2% | 728 .. 64.6
Securities and Exchange Commission 134, L 140 ... 15.0
Smithsonian InSttUtion ...........cccccocveiereien. 91.0f ... 923 .. 98.1
United States Holocaust Memorial Museum ... 80 L. 900 L. 9.0
Total, Homeland Security Budget Authority 61,227.8 3,871.6 68,818.5 3,382.1 69,845.0
Less Department of Defense -17,374.4 —-657.7 -19,413.5 -365.0 -19,303.3
Non-Defense Homeland Security BA, excluding BioShield 43,853.4 3,213.9 49,405.0 3,017.1 50,541.6

Less Fee-Funded Homeland Security Programs -4,7438 ... -5,478.6| .. -5,4145

Less Mandatory Homeland Security Programs -2,887.00 ... —-2,604.3 -7.9 —2,622.7
Net Non-Defense Discretionary Homeland Security BA, excluding BioShield .........ccomeueanas 36,222.6 3,213.9 41,322.0 3,000.2 42,504.4

PIUS BIOSHIBIA ....vovveorveereecveeeseseeeeesesesessisessssssssssesssssssessssessssessssssssnsssnsssssssnsssssssssssnssmnsennienns || ] 1,264.0
Net Non-Defense Discretionary Homeland Security BA , including BioShield ...............ccccuunes 36,222.6 3,213.9 41,322.0 3,009.2 43,768.4
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is that the President’s highest priority is to keep the
American people safe.

Data Collection Methodology and Adjustments

The Federal spending estimates in this analysis uti-
lize funding and programmatic information collected
on the Executive Branch’s homeland security efforts.
Throughout the budget formulation process, the Office of
Management and Budget (OMB) collects three-year fund-
ing estimates and associated programmatic information
from all Federal agencies with homeland security respon-
sibilities. These estimates do not include the efforts of the
Legislative or Judicial branches. Information in this chap-
ter is augmented by a detailed appendix of account-level
funding estimates, which is available on the Analytical
Perspectives CD-ROM.

To compile this data, agencies report information us-
ing standardized definitions for homeland security.! The
data provided by the agencies are developed at the “ac-
tivity level,” which incorporates a set of like programs or
projects, at a level of detail sufficient to consolidate the
information to determine total Governmental spending
on homeland security.

To the extent possible, this analysis maintains pro-
grammatic and funding consistency with previous esti-
mates. Some discrepancies from data reported in earlier
years arise due to agencies’ improved ability to extract
homeland security-related activities from host programs
and refine their characterizations. As in the Budget, where
appropriate, the data is also updated to reflect agency ac-
tivities, Congressional action, and technical re-estimates.
In addition, the Administration may refine definitions

1 Federal homeland security activities are currently defined by OMB in Circular A-11 as,
“activities that focus on combating and protecting against terrorism, and that occur within the
United States and its territories (this includes Critical Infrastructure Protection (CIP) and Con-
tinuity of Operations (COOP) data), or outside of the United States and its territories if they
support domestically-based systems or activities (e.g., visa processing or pre-screening high-risk
cargo at overseas ports). Such activities include efforts to detect, deter, protect against, and, if
needed, respond to terrorist attacks.”

or mission area estimates over time based on additional
analysis or changes in the way specific activities are char-
acterized, aggregated, or disaggregated.

Federal Expenditures

Total funding for homeland security has grown signifi-
cantly since the attacks of September 11, 2001. For 2010,
the President’s Budget includes $69.8 billion of gross bud-
get authority for homeland security activities, a $1.0 bil-
lion (1.5 percent) increase above the 2009 enacted level.2
Excluding mandatory spending, fees, and the Department
of Defense’s (DOD) homeland security budget, the 2010
Budget proposes a net, non-Defense, discretionary bud-
get authority level of $42.5 billion, which is an increase
of $1.2 billion (3 percent) above the 2009 level (see Table
3-1).

A total of 31 agency budgets include Federal home-
land security funding in 2010. Five agencies—the
Departments of Homeland Security, Defense, Health
and Human Services (HHS), Justice (DOJ) and Energy
(DOE)—account for approximately $64.9 billion (93 per-
cent) of total Government-wide gross discretionary home-
land security funding in 2010.

As required by the Homeland Security Act, this analy-
sis presents homeland security risk and spending in three
broad categories: Prevent and Disrupt Terrorist Attacks,
Protect the American People, Our Critical Infrastructure,
and Key Resources, and Respond to and Recover From
Incidents.

Prevent and Disrupt Terrorist Attacks

Activities of both intelligence-and-warning and do-
mestic counterterrorism aim to disrupt the ability of
terrorists to operate within our borders and prevent the
emergence of violent radicalization. Intelligence-and-
warning funding covers activities designed to detect ter-

2 The 2010 gross homeland security funding request level excludes $1.3 billion for BioShield.

Table 3-2. PREVENT AND DISRUPT TERRORIST ATTACKS

(budget authority in millions of dollars)

2008 2009
2008 2009 2010
Agency Enacted Sgﬁé?g:;rg;l/ Enacted sg’;ﬁ’éﬁgggy/ Request
Department of AGHCURUIE ........cvuiuiiiieirierericses e 2651 ... 1822 ... 206.8
Department of Commerce ... 36
Department of ENEIQY .....c..oceveermeeenreerineesneessessssssssssesssessssssssssnsssensnssnns | el 512 L. 50.7
Department of Homeland Security 22,2547 2,670.0 25,575.6 1,799.1 27,550.0
Department of the Interior ............. 02 ... 02 .. 0.2
Department of Justice ..... 2,809.1 2317 2,965.7 438 3,271.0
Department of LADOT .........c..vvvecrireeesisesiessssessssssssssessssssssssssssssssssssssssssenns || e 04 L. 04
Department of State ............. 16593 ... 17382 ... 1,686.3
Department of Transportation ... 383 0 403 . 58.5
Department of the Treasury ........... 66.6| ... 762 . 73.5
General Services Administration ... 115.0 225.0 110.0 300.0 151.0
Social Security Administration. ............cccceeueee 02 Ll
Intelligence Community Management ACCOUNt ............cocrvuucriermriiinniienesiiieniennns 764
Total, Prevent and Disrupt Terrorist Attacks 27,288.5 3,126.7 30,739.8 2,142.9 33,048.4
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rorist activity before it manifests itself in an attack so
that proper preemptive, preventive, and protective action
can be taken. Specifically, it is made up of efforts to iden-
tify, collect, analyze, and distribute source intelligence
information or the resultant warnings from intelligence
analysis. It also includes information sharing activities
among Federal, State, and local governments, relevant
private sector entities, and the public at large; but it does
not include most foreign intelligence collection—although
the resulting intelligence may inform homeland security
activities. In 2010, funding for intelligence-and-warning
is distributed between DHS (53 percent), primarily in the
Office of Intelligence and Analysis; and DOJ (43 percent),
primarily in the Federal Bureau of Investigation (FBI).
The 2010 funding for intelligence and warning activities
is 12 percent above the 2009 level.

Activities to deny terrorists and terrorist-related
weapons and materials entry into our country and across
all international borders include measures to protect bor-
der and transportation systems, such as screening air-
port passengers, detecting dangerous materials at ports
overseas and at U.S. ports-of-entry, and patrolling our
coasts and the land between ports-of-entry. Securing our
borders and transportation systems is a complex task.
Security enhancements in one area may make another
avenue more attractive to terrorists. Therefore, our bor-
der and transportation security strategy aims to make
the U.S. borders “smarter”—targeting layered resources
toward the highest risks and sharing information so
that frontline personnel can stay ahead of potential ad-
versaries—while facilitating the flow of legitimate visi-
tors and commerce. The majority of funding for border
and transportation security ($24.6 billion, or 92 percent,
in 2010) is in DHS, largely for the U.S. Customs and
Border Protection (CBP), the Transportation Security
Administration (TSA), and the U.S Coast Guard. Other
DHS bureaus and other Federal Departments, such as
the Departments of State and Justice, also play a signifi-
cant role. The President’s 2010 request would increase

funding for border and transportation security activities
by 8 percent over the 2009 level.

Funding for domestic counterterrorism contains
Federal and Federally-supported efforts to identify,
thwart, and prosecute terrorists in the United States. It
also includes pursuit not only of the individuals directly
involved in terrorist activity, but also their sources of sup-
port: the people and organizations that knowingly fund
the terrorists and those that provide them with logistical
assistance. In today’s world, preventing and interdicting
terrorist activity within the United States is a priority for
law enforcement at all levels of government. The largest
contributors to the domestic counterterrorism goal are
law enforcement organizations: DOJ (largely for the FBI)
and DHS (largely for ICE), account for 52 and 46 percent
of funding for 2010, respectively.

Protect the American People, Our Critical
Infrastructure, and Key Resources

Critical infrastructure includes the assets, systems,
and networks, whether physical or virtual, so vital to the
United States that their incapacitation or destruction
would have a debilitating effect on security, national eco-
nomic security, public health or safety, or any combination
thereof. Key resources are publicly or privately controlled
resources essential to the minimal operations of the econ-
omy and government whose disruption or destruction
could have significant consequences across multiple di-
mensions, including national monuments and icons.

Efforts to protect the American people include de-
fending against catastrophic threats through research,
development, and deployment of technologies, systems,
and medical measures to detect and counter the threat
of chemical, biological, radiological, and nuclear (CBRN)
weapons. Funding encompasses activities to protect
against, detect, deter, or mitigate the possible terrorist
use of CBRN weapons through detection systems and
procedures, improving decontamination techniques, and

Table 3-3. PROTECT THE AMERICAN PEOPLE, OUR CRITICAL
INFRASTRUCTURE, AND KEY RESOURCES

(budget authority in millions of dollars)

2008 2009
2008 2009 2010
Agency Enacted SE%?&%T;V Enacted Sﬁ)ﬁg&@;l/ Request

Department of AGHCURUIE. .......cveurermeerreeeereeiseeesseereeeesesseeesnens 2653 .. 269.7) . 310.5
Department of COMMENCE ........ccuuevrmimmeeirererienseeiesieeseseeeneens 1572 . 203.0 11.0 210.4
Department of DEfENSE ........ovvvevirerneinreieieieieeee s 16,881.1 657.7 18,852.7 365.0 18,759.7
Department of ENErgY ..o 16665 ... 17215 ... 1,786.2
Department of Health and Human Services ..........cccovvrvrvreirninns 2,2007) .. 2,510.6 50.0 3,861.1
Department of Homeland Security ...........ccccoeeineininsincinsinens 48925 .. 5,360.9 500.0 3,970.5
Department 0f JUSHCE .......c.ovvevvervrccieiseieseese s 458.6 18.3 666.0 29 630.0
Department of Veterans Affairs ...........ccoocvineiieneiniineinensinees 2361 . 2282 .. 270.9
National Aeronautics and Space Administration ............ccccecverrenns 2052 L. 2218 . 220.4
National Science FOundation .............cccoecineineininsineseisees 365.1 1.0 377.2 29.4 385.5
Social Security AdMINISIrAtIoN ..........ocveeeereenrierrreeseeeineens 1730 ... 2134, L. 228.2
Other AGENCIES ..ottt 681.3 8.0 734.8 69.0 746.9
Total, Protect the American People, Our Critical Infrastructure,

and Key Resources 28,172.6 684.9 31,359.8 1,027.3 31,380.2
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the development of medical countermeasures, such as
vaccines, drugs and diagnostics to protect the public from
the threat of a CBRN attack or other public health emer-
gency. The agencies with the most significant resources
to help develop and field technologies to counter CBRN
threats are: DOD ($5.0 billion, or 56 percent, of the 2010
total); HHS, largely for research at the National Institutes
of Health (NIH) and for advanced development of medi-
cal countermeasures ($2.3 billion, or 26 percent, of the
2010 total); and DHS ($1.5 billion, or 12 percent, of the
2010 total). The President’s 2010 request maintains fund-
ing for activities to defend against catastrophic threats.
In addition to the 2010 request, DHS will have access to
2009 resources for the deployment of new radiation portal
monitor equipment at ports of entry once successful test-
ing and evaluation is completed.

Protecting the Nation’s critical infrastructure and key
resources (CI/KR) is a complex challenge for two reasons:
(1) the diversity of infrastructure and (2) the high level
of private ownership (85 percent) of the Nation’s criti-
cal infrastructure and key assets. Efforts to protect CI/
KR include unifying disparate efforts to protect critical
infrastructure across the Federal Government, and with
State, local, and private stakeholders; accurately assess-
ing CI/KR and prioritizing protective action based on risk;
and reducing threats and vulnerabilities in cyberspace.
DOD continues to report the largest share of funding in
this category for 2010 ($13.7 billion, or 60 percent), which
includes programs focusing on physical security and im-
proving the military’s ability to prevent or mitigate the
consequences of attacks against departmental personnel
and facilities. DHS has overall responsibility for prioritiz-

ing and executing infrastructure protection activities at
the national level and accounts for $4.5 billion (20 per-
cent) of 2010 funding. Another 25 agencies also report
funding to protect their own assets and work with States,
localities, and the private sector to reduce vulnerabilities
in their areas of expertise.

The President’s 2010 request increases funding for ac-
tivities to protect the Nation’s people, critical infrastruc-
ture and key assets by $20.3 million. Funding in fiscal
year 2009 included a number of one-time non-recurring
funding increases. When compared to 2008, the 2010 re-
quest represents a $3.2 billion (11 percent) increase over
the two-year period.

Respond To and Recover From Incidents

The ability to respond to and recover from incidents re-
quires efforts to bolster capabilities nationwide to prevent
and protect against terrorist attacks, and also minimize
the damage from attacks through effective response and
recovery. This includes programs that help to plan, equip,
train, and practice the response capabilities of many dif-
ferent response units (including first responders, such as
police officers, firefighters, emergency medical providers,
public works personnel, and emergency management of-
ficials) that are instrumental in the preparedness to mo-
bilize without warning for an emergency. Building this
capability encompasses a broad range of agency incident
management activities, as well as grants and other assis-
tance to States and localities for first responder prepared-
ness capabilities. Response to natural disasters and other
major incidents, including catastrophic natural events

Table 3-4. RESPOND TO AND RECOVER FROM INCIDENTS FUNDING
(budget authority in millions of dollars)
2008 2009
Agency 2008 Supplemental/ 2009 Supplemental/ 2010
Enacted Emergency Enacted Emergency Request
Department of AGHCURUIE ........cvuervrreeererrreieriseeiesceseesesssseenens 542 ... 552 . 57.4
Department of COMMEICE ........ccvvririrnenereieieieee e eieeseseies 81 513 L 53.1
Department of DEfENSE .......vvevererrriererneississssseseessessssssssnnens 4933 ... 560.7, .. 543.6
Department of EQUCAION .........coeieerrierinieeeeese e 06 .. 04 L. 0.4
Department Of ENBIQY .......rvveverrereriesereesesisesssssssessssssssssssnnens 1608 ... 1662 ... 170.6
Department of Health and Human Services .. 2,099.9] ... 21163 ... 2,242.7
Department of Homeland Security ................. 2,425.4 60.0 3,210.0 210.0 2,980.6
Department of Housing and Urban Development ..............cccccouuc.. 19 L 48! L. 49
Department of the INEEMOr ..o 29 L 7 39
Department 0f JUSHICE ... 98 . 97 8.8
Department of LADOT ......vvvrvvererrereiinserseiesisessssssssessessssssssenens 69 . 148 L 17.6
Department 0f Stat .........ocveereriniierreec s 123 L 1700 L 243
Department of Transportation ............cceeeeereeneeneeneeneeneirenneeeens 7y L 188, . 19.3
Department of the Treasury .........ccceverrneininncrneneeees 383 404 L 36.2
Department of Veterans Affairs ..........c.coevenreenrenreenneensrnnsinssennens 78 L 764 L 98.2
Environmental Protection AGenCy ... 582 ... 702 L 70.6
Executive Office of the President ...........cocoveineinincinnineineneens 95 .. 84, L 5.2
General Services AdMINISIration ...........ccoverernererneecnneeeienen. 300 L 30 3.0
Office of Personnel Management ............ccueeeneuneeneneeneenneennen. 70 o7 0.8
Social Security Administration 1.0 . 120 L 0.6
District of Columbia ................. 34, L 3.0 15.0
Federal Communications COMMISSION ...........ceveruermmcreneierereennes 23 L 231 L 3.0
Intelligence Community Management AcCount ............c.ocvveereenns 456 328 15.5
National Archives and Records Administration ..o 11 L 26 L 1.7
Securities and Exchange CommISSIoN ............vvemrerrerneesreennenn. 21 L 200 L. 2.0
Total, Respond To and Recover From Incidents ..........coceuueneenas 5,580.8 60.0 6,507.6 210.0 6,378.9




3. HOMELAND SECURITY FUNDING ANALYSIS

19

such as Hurricane Katrina and chemical or oil spills,
do not directly fall within the definition of a homeland
security activity for funding purposes, as defined by sec-
tion 889 of the Homeland Security Act of 2002. However,
preparing for terrorism-related threats includes many
activities that also support preparedness for catastrophic
natural and man-made disasters. Additionally, lessons
learned from the response to Hurricane Katrina have
been used to revise and strengthen catastrophic re-
sponse planning. The agencies with the most significant
participation in this effort are: HHS ($2.2 billion, or 35
percent, of the 2010 total); and DHS ($3.0 billion, or 47
percent, of the 2010 total). Twenty-three other agencies
include emergency preparedness and response funding.
The President’s 2010 request would decrease funding by
$128.7 million (2 percent) below the 2009 level, largely
due to reductions in state and local grant programs that
were not awarded based on a risk methodology and were
subject to earmarking for non-risk based projects.

Continue to Strengthen the Homeland
Security Foundation

Preventing and disrupting terrorist attacks; protecting
the American people, critical infrastructure, and key re-
sources; and responding to and recovering from incidents
that do occur are enduring homeland security responsi-
bilities. For the long-term fulfillment of these responsibil-
ities it is necessary to continue to strengthen the princi-
ples, systems, structures, and institutions that cut across
the homeland security enterprise and support our activi-
ties to secure the Nation. Long-term success across sev-
eral cross-cutting areas is essential to protect the United
States. While these areas are not quantifiable in terms of
budget figures, they are important elements in the man-
agement and budgeting processes. As the Administration
sets priorities and determines funding for new and exist-
ing homeland security programs, consideration must be
given to areas such as the assessment and management of
risk, which underlie the full spectrum of homeland secu-
rity activities. This would include decisions about when,
where, and how to invest resources in capabilities or as-
sets that eliminate, control, or mitigate risks. Likewise,
research and development initiatives promote the ap-
plication of science and technology to homeland security
activities, and can drive improvements in processes and
efficiencies to reduce the vulnerability of the nation.

Non-Federal Expenditures?

State and local governments and private-sector firms
also have devoted resources of their own to the task of
defending against terrorist threats. Some of the addi-
tional spending has been of a one-time nature, such as in-
vestment in new security equipment and infrastructure;
some additional spending has been ongoing, such as hir-
ing more personnel, and increasing overtime for existing

3 OMB does not collect detailed homeland security expenditure data from State, local, or
private entities directly.

security personnel. In many cases, own-source spending
has supplemented the resources provided by the Federal
Government.

Many governments and businesses, though not all,
place a high priority on, and provide additional resourc-
es, for security. A 2004 survey conducted by the National
Association of Counties found, that as a result of the
homeland security process of intergovernmental planning
and funding, three out of four counties believed they were
better prepared to respond to terrorist threats. Moreover,
almost 40 percent of the surveyed counties had appropri-
ated their own funds to assist with homeland security.
Own-source resources supplemented funds provided by
States and the Federal Government. However, the same
survey revealed that 54 percent of counties had not used
any of their own funds.* The survey’s findings were based
on the responses from 471 counties (15 percent) nation-
wide, out of 3,140 counties or equivalents.?

A recent study conducted by the Heritage Foundation,
one of the few organizations to compile homeland security
spending estimates from states and localities, provides
data on state and local spending in support of home-
land security activities.® The report surveyed 43 juris-
dictions that are eligible for DHS’ Urban Areas Security
Initiative (UASI) grant funds due to the risk of a terrorist
attack.” These jurisdictions are home to approximately
145 million people or 47 percent of the total United States
population. According to the report, the 2007 homeland
security budgets for the jurisdictions examined (which in-
clude 26 states and the District of Columbia, 50 primary
cities, and 35 primary counties) totaled $37 billion, while
the same entities received slightly more than $2 billion
in federal homeland security grants.® The report further
states that from 2000 - 2007, these states and localities
spent $220 billion on homeland security activities, which
includes increases of three to six percent a year for law
enforcement and fire services budgets, and received over
$10 billion in federal grants. California, the most popu-
lous state, is also the largest recipient of federal home-
land security funds, having received almost $1.5 billion
from 2000 - 2007, while spending over $45 billion in State
and local funding. Over the same time period, the top ten
most populous states (including California) spent $148
billion on state and local homeland security related ac-
tivities.

4 Source: National Association of Counties, “Homeland Security Funding—2003 State
Homeland Security Grants Programs I and I1.”

5 The National Association of Counties conducted a survey through its various state as-
sociations (48), responses were received from 471 counties in 26 states.

6 Source: Matt A. Mayer, “An Analysis of Federal, State, and Local Homeland Security Bud-
gets,” A Report of the Heritage Center for Data Analysis, CDA09-01, March 9, 2009, at
frww.heritage.org/Research/HomelandSecurity/upload/CDA 09 01.pdf. Figures cited in this re-

port have not been independently verified by the Office of Management and Budget.

7 The Heritage Foundation report’s methodology in selecting the states, cities, and counties
to include in the report is as follows: the state had to possess a designated UASI jurisdiction and
the city and county had to belong to a designated UASI jurisdiction that had received at least
$15 million from 2003 to 2007 from the DHS.

8 The Heritage Foundation report’s budget data for homeland security included primary
law enforcement agencies, fire departments, homeland security offices, and emergency manage-
ment agencies. In some cases, state and local emergency management agency budget data was
embedded in the fire department budget data and was not separately noted in its own category.
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There is also a diversity of responses in the businesses
community. A 2003 survey of 199 corporate security di-
rectors conducted by the Conference Board showed that
just over half of the companies reported that they had
permanently increased security spending post-September
11, 2001.° About 15 percent of the companies surveyed
had increased their security spending by 20 percent or
more.!® Large increases in spending were especially evi-
dent in critical industries, such as transportation, energy,
financial services, media and telecommunications, infor-
mation technology, and healthcare. However, about one-
third of the surveyed companies reported that they had
not increased their security spending after September
11th.!! Given the difficulty of obtaining survey results
that are representative of the universe of States, locali-
ties, and businesses, it is likely that there will be a wide
range of estimates of non-Federal security spending for
critical infrastructure protection.

9 Source: Thomas E. Cavanagh and Meredith Whiting, “2003 Corporate Security Man-
agement: Organization and Spending Since 9/11,” The Conference Board. R-1333-03-RR. July
2003. This report references sample size of 199 corporate security directors, of which 96 were in
“critical industries”, while the remaining 103 were in “non-critical industries.” In the report, the
Conference Board states that it followed the DHS usage of critical industries, “defined as the fol-
lowing: transportation; energy and utilities; financial services; media and telecommunications;
information technology; and healthcare.”

10 The Conference Board survey cites the sample size for this statistic was 192 corporate
security directors.

11 The Conference Board survey cites the sample size for this statistic was 199 corporate
security directors.

Additional Tables

The tables in the Federal expenditures section above
present data based on the President’s policy for the 2010
Budget. The tables below present additional policy and
baseline data, as directed by the Homeland Security Act
of 2002.

An appendix of account-level funding estimates is
available on the Analytical Perspectives CD ROM.

Table 3-5. DISCRETIONARY FEE-FUNDED HOMELAND SECURITY ACTIVITIES BY AGENCY

(budget authority in millions of dollars)

2008 2009
2008 2009 2010
Agency Supplemental/ Supplemental/
Enacted Emergency Enacted Emergency Request
Department of Energy. ................ 157, L 157, ... 15.7
Department of Homeland Security. . 253200 ... 341100 L 3,315.0
Department of State. ..........ccceuuueee. 16365 ... 167000 .. 1,653.0
General Services Administration. 3600 ... 5100 . 184.0
Social Security Administration. ....... 1840 ... 2146 ... 228.8
Federal Communications Commission. .. 23 L 23 L 3.0
Securities and Exchange COMMISSION. .......c.couurririininiiinieiesisiesie et 134, L 140, L. 15.0
Total, Discretionary Homeland Security Fee-Funded Activities ........c.couuemirresnnns 47438 . 54786 . 5,414.5
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Table 3-6. MANDATORY HOMELAND SECURITY FUNDING BY AGENCY

(budget authority in millions of dollars)

2008 2009
Agency 2008 Supplemental/ 2009 Supplemental/ 2010
Enacted Emergency Enacted Emergency Request
Department of AGHCURUIE. .......veerrerrerreerrereeeeeersessseeseeeesessneenns 2201 L 1371 L. 162.6
Department of COMMENCE. .......ccuuiuriuiiineieeieie e 194 L. 16.7 7.9 16.7
Department of ENEIGY. .......eererererrireeesseessessssessesssssessesssesssneenns 130 ... 1300 ... 13.0
Department of Health and Human Services 143 L 144, L 24.4
Department of Homeland Security. ............. . 26122, .. 24151 L. 2,397.9
Department 0f LAbOr. ..o 80 L. 81 L 8.1
Total, Homeland Security Mandatory Programs .............eeeesueee 28870 .. 2,604.3 79 2622.7
Table 3-7. BASELINE ESTIMATES -- TOTAL HOMELAND SECURITY FUNDING BY AGENCY
(budget authority in millions of dollars)
Baseline
2009
Agency
Enacted 2010 2011 2012 2013 2014
Department Of AGHCURUIE .......cvcuverrrirrereeieriseiseeese s sssseees 507 538 557 575 598 619
Department of Commerce .. 259 263 268 272 278 286
Department of Defense ...... 19,779 19,976 20,254 20,594 20,968 21,340
Department of Education 32 32 33 33 34 35
Department of ENEIQY .......oveevverereveennenne 1,939 1,960 1,988 2,024 2,063 2,102
Department of Health and Human Services 4,627 4,696 4,769 4,863 4,964 5,063
Department of Homeland Security ................ 36,643 35,535 36,595 37,582 38,610 39,687
Department of Housing and Urban Development 5 5 5 5 5 5
Department of the INTETOE .......eeveeeee e 52 53 54 57 59 61
DepartMent Of JUSHICE ......urveerirrrirriiesieeiesis sttt nens 3,688 3,738 3,842 3,957 4,075 4,198
Department of Labor .. 48 48 49 50 51 51
Department of State ....... 1,809 1,827 1,852 1,883 1,918 1,953
Department of Transportation . 222 229 238 247 254 265
Department of the TIBASUIY .........vvereerisrieiesisesisessssssesssesssssss s ssssssssssssssssssenees 134 137 140 145 149 1563
Department of VEterans AffairS .........cooviruenennisensssssssssisssssessesssssessessesseseens 305 309 316 321 330 338
Corps of ENGINEETS ......oouvvrervrrirnnes 42 42 43 44 45 45
Environmental Protection Agency .. 158 161 163 168 170 175
Executive Office of the President .... 19 19 19 20 21 21
General Services Administration ... 159 160 163 165 168 171
National Aeronautics and Space Administratio 221 223 226 230 234 237
National Science Foundation ...........c...coeceuee. 406 410 415 423 430 438
Office of Personnel Management 2 2 2 2 2 2
Social Security Administration ... 215 229 231 234 236 238
District of Columbia ........cccoveurieniinnce 39 39 40 41 41 42
Federal Communications Commission ....... 2 2 2 2 2 2
Intelligence Community Management Account 33 33 34 34 35 36
National Archives and Records Administration 21 21 22 22 22 23
Nuclear Regulatory COMMISSION ..........cvurrerrirresnrisnisesssssssssessssesssssssssssssssssssenes 73 74 77 78 80 83
Securities and Exchange COMMISSION ..o 14 14 14 15 15 15
Smithsonian Institution ...........cc.cocveerein. 93 96 100 105 108 112
United States Holocaust Memorial Museum 9 9 9 9 9 10
Total, Homeland Security Budget Authority 71,555 70,880 72,520 74,200 75,974 77,806
LSS DEPAIMENT OF ....vvvoiveeiveiieiiee et nees -19,779 -19,976 -20,254 -20,594 -20,968 21,340
Non-Defense Homeland Security BA, excluding BioShield ..........ccucvimnsssisisuens 51,776 50,904 52,266 53,606 55,006 56,466
Less Fee-Funded Homeland Security -5,508 -5,542 -5,617 -5,713 -5,813 -5,916
Less Mandatory Homeland Security . -2,604 -2,623 -2,883 -2,987 -3,094 -3,208
Net Non-Defense, Discretionary Homeland Security BA, excluding BioShield .... 43,664 42,739 43,766 44,906 46,099 47,342
PIUS BIOSHIBIL <...ovvvvveeeererecsreesseeseeesssessseessssssssssssssessssssssssssssssssssssssssssnssnnnss | s 1264 L L L
Net Non-Defense, Discretionary Homeland Security BA, including BioShield ..... 43,664 44,003 43,766 44,906 46,099 47,342
Obligations Limitations
Department of Transportation Obligations LIMItation ............ccocovereesricssnrssisssinnees 126 127 129 131 133 137
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Table 3-8. HOMELAND SECURITY FUNDING BY BUDGET FUNCTION
(budget authority in millions of dollars)
- 2008 2009 2010
Budget Function Actual Enacted Request

National Defense. ......... 22,111 24,387 24,340
International Affairs 1,720 1,809 1,768
General Science Space and Technology 1,323 1,508 1,513
ENEIGY oo 125 137 127
Natural Resources and the Environment . 279 332 323
Agriculture 543 475 542
Commerce and Housing Credit 159 178 203
Transportation.. .........ccoeeeeeneereerneeneens 9,695 10,168 11,263
Community and Regional Development 3,506 4,231 3,657
Education, Training, Employment and Social Services 164 171 174
Health 4,320 6,399 4,550
Medicare ....... 14 25 27
Income Security 11 14 14
Social Security. ......... 184 215 229
Veterans Benefits and Services 307 305 369
Administration of Justice 19,540 19,786 20,562
General Government 1,215 1,450 1,455
Total, Homeland Security Budget Authority 65,216 71,590 71,116

Less National Defense, DOD ... sssssssssssssnens -18,032 -19,779 -19,303
Non-Defense Homeland Security BA. 47,184 51,811 51,813

Less Fee-Funded Homeland Security Programs -4,729 -5,448 -5,383

Less Mandatory Homeland Security Programs -2,960 -2,604 2,623
Net Non-Defense, Discretionary Homeland Security BA. 39,495 43,759 43,807

Table 3-9. BASELINE ESTIMATES—HOMELAND SECURITY FUNDING BY BUDGET FUNCTION
(budget authority in millions of dollars)
Baseline
Budget Function Eﬁggt% d
2010 2011 2012 2013 2014

NALIONAI DEFENSE ...vvvuvrceirciirii st 24,387 24,616 24,987 25,434 25,922 26,408
International Affairs 1,809 1,827 1,852 1,883 1,918 1,953
General Science Space and Technology . 1,508 1,523 1,544 1,570 1,598 1,626
ENEIGY oo 137 138 141 143 146 150
Natural Resources and the Environment . 332 337 342 352 358 368
AGICURUIE oo 475 506 524 541 563 584
Commerce and Housing Credit 178 181 184 188 192 196
Transportation ...........cceveeeeeerevereeennenns 10,168 10,409 10,693 10,985 11,288 11,599
Community and Regional Development .................. 4,231 4,274 4,340 4,416 4,494 4,578
Education, Training, Employment and Social Services 171 174 179 185 190 196
Health 6,399 4,705 4,778 4,873 4,974 5,073
Medicare ....... 25 25 26 26 27 27
Income Security 14 14 15 15 15 15
Social Security ...... 215 229 231 234 236 238
Veterans Benefits and Services 305 309 316 321 330 338
Administration of Justice ....... 19,751 20,161 20,892 21,534 22,198 22,906
GENETAl GOVEIMIMENE ....vooceeieiaisees ettt 1,450 1,452 1,476 1,500 1,525 1,551
Total, Homeland Security Budget Authority 71,555 70,880 72,520 74,200 75,974 77,806

Less National Defense, DOD .......cc.cvurumririrerieesiseesesseesesses st sssssssssssssssesssens -19,779 -19,976 -20,254 -20,594 -20,968 21,340
Non-Defense, Discretionary Homeland Security BA, excluding Bioshield ...........ccunnenee. 51,776 50,904 52,266 53,606 55,006 56,466

Less Fee-Funded Homeland Security Programs -5,508 -5,542 -5,617 -5,713 -5,813 -5,916

Less Mandatory Homeland Security Programs -2,604 -2,623 -2,883 -2,987 -3,004 -3,208
Net Non-Defense, Discretionary Homeland Security BA, excluding Bioshield ........couueuunns 43,664 42,739 43,766 44,906 46,099 47,342

PIUS BIOSHIEIA ..o senss s enesesssesnsssnsssnssesneens| s 1264 L Ll
Net Non-Defense, Discretionary Homeland Security BA, including BioShield ............ccc..uu... 43,664 44,003 43,766 44,906 46,099 47,342
Obligations Limitations

Department of Transportation Obligations Limitation. ................ 126 127 129 131 133 137




4. STRENGTHENING FEDERAL STATISTICS

Federal statistical programs produce key information
to inform public and private decision makers about a
range of topics of interest, including the economy, the pop-
ulation, agriculture, crime, education, energy, the envi-
ronment, health, science, and transportation. The ability
of governments, businesses, and citizens to make appro-
priate decisions about budgets, employment, investments,
taxes, and a host of other important matters depends crit-
ically on the ready availability of relevant, accurate, and
timely Federal statistics.

The Federal statistical community remains on alert for
opportunities to improve these measures of our Nation’s
performance. For example, during 2008, Federal statisti-
cal agencies: (1) continued development of a health care
satellite account that will provide a means to better mea-
sure the costs of various health treatments and the sourc-
es of changes in health care costs (Bureau of Economic
Analysis); (2) released the first multiyear estimates from
the 2005-2007 American Community Survey giving com-
munities with populations between 20,000 and 65,000
their first statistical “portrait” since the 2000 census on
a wide range of key socioeconomic and housing topics
(Census Bureau); (3) published the first-ever estimates
of both workplace injury and illness rates by occupation,
gender, and age category and labor force estimates for
persons with disabilities (Bureau of Labor Statistics); (4)
developed a new Business R&D and Innovation Survey
that provides the first nationally representative U.S. busi-
ness data on innovation activities (Division of Science
Resources Statistics/National Science Foundation); (5)
fully deployed new electronic reporting software with
improved functionality, usability, and performance that
helped increase the percentage of establishments report-
ing electronically to 28.6 for the 2007 Census, compared
t0 10.1 in 2002 (Census Bureau); (6) provided estimates of
the macroeconomic impact of increasing food assistance
program benefits to the Secretary of Agriculture and the
Congress during the development of the recent economic
stimulus legislation (Economic Research Service); (7) com-
pleted a business process analysis of statistical publica-
tions in preparation for tabulating and disseminating data
from the Social Security Administration’s (SSA’s) major
administrative data files (Office of Research, Evaluation,
and Statistics, SSA); (8) released the 2007 Census of
Agriculture providing a comprehensive summary of the
number of farms by size and type, inventory and val-
ues for crops and livestock, and operator characteristics
(National Agricultural Statistics Service); (9) published
2008 preliminary estimates of electronic medical record
use by office-based physicians (National Center for Health
Statistics); and (10) completed the revised structure of
the Standard Occupational Classification for 2010 (the

interagency Standard Occupational Classification Policy
Committee, chaired by the Bureau of Labor Statistics).

For Federal statistical programs to effectively ben-
efit their wide range of users, the underlying data sys-
tems must be credible. In order to foster this credibility,
Federal statistical programs seek to adhere to high qual-
ity standards and to maintain integrity and efficiency in
the production of data. As the collectors and providers of
these basic statistics, the responsible agencies act as data
stewards—Dbalancing public and private decision makers’
needs for information with legal and ethical obligations to
minimize reporting burden, respect respondents’ privacy,
and protect the confidentiality of the data provided to the
Government. This chapter presents highlights of princi-
pal statistical agencies’ 2010 budget proposals.

Highlights of 2010 Program Budget Proposals

The programs that provide essential statistical infor-
mation for use by governments, businesses, researchers,
and the public are carried out by more than 80 agencies
spread across every department and several independent
agencies. Excluding cyclical funding for the Decennial
Census, nearly 40 percent of the total budget for these
programs provides resources for 13 agencies or units that
have statistical activities as their principal mission. (See
Table 4—1.) The remaining funding supports work in more
than 70 agencies or units that carry out statistical activi-
ties in conjunction with other missions such as providing
services, conducting research, or implementing regula-
tions. More comprehensive budget and program informa-
tion about the Federal statistical system will be avail-
able in OMB’s annual report, Statistical Programs of the
United States Government, Fiscal Year 2010, when it is
published later this year. The following highlights elabo-
rate on the Administration’s proposals to support the pro-
grams of the principal Federal statistical agencies.

Bureau of Economic Analysis (BEA): Funding is
requested to continue BEA’s core programs, and to: (1)
expand BEA’s internal research capacity to allow quick
response and adaptation to current and future changes
in the rapidly evolving service sector (which includes fi-
nance, insurance, and real estate), where once tolerable
gaps in data now pose significant risks to the Nation’s
economic indicators; (2) invest in the personnel, data, and
information technology required to produce new and ex-
panded GDP-related statistics that uniquely measure the
role of innovation, retirement income developments, and
energy price pressures on U.S. economic growth as part
of an ongoing plan to produce a comprehensive set of real
time statistics that are relevant to the most pressing is-
sues facing policy makers today; and (3) reexamine and
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redesign surveys of multi-national corporations to maxi-
mize their efficiency and improve their usefulness in ad-
dressing current needs while restoring the coverage and
detail of multi-national corporation data that BEA had
collected until 2008 budget constraints required program-
matic cuts.

Bureau of Justice Statistics (BJS): Funding is
requested for the improvement of BJS’ criminal vic-
timization statistics derived from the National Crime
Victimization Survey (NCVS), and maintenance of BJS’
other core statistical programs, including: (1) cybercrime
data on the incidence, magnitude, and consequences to
households and businesses of electronic and computer
crime; (2) law enforcement data from more than 3,000 lo-
cal agencies on the organization and administration of po-
lice and sheriffs’ departments; (3) nationally representa-
tive prosecution data on resources, policies, and practices
of local prosecutors; (4) court and sentencing statistics,
including Federal and State case processing data; and
(5) data on correctional populations and facilities from
Federal, State, and local governments, including informa-
tion about prisoner re-entry and recidivism. Within funds
sought for the NCVS, BJS will also seek to improve the
usefulness of the survey by addressing recommendations
of the 2008 National Research Council report, Surveying
Victims: Options for Conducting the National Crime
Victimization Survey.

Bureau of Labor Statistics (BLS): Funding is re-
quested to support ongoing BLS programs to measure the
economy, and to: (1) continue the process, begun in 2009,
of updating continuously the housing and geographic
area samples in the Consumer Price Index (CPI), which
will improve the accuracy and timeliness of the CPI; (2)
complete the modernization of the computing systems
for monthly processing of the Producer Price Index and
U.S. Import and Export Price Indexes, which will stabilize
the operating environment; (3) publish the first national
Survey of Occupational Injuries and Illnesses’ estimates
of workplace injuries and illnesses incurred by State and
local government workers; and (4) begin development of
a new data series on “green-collar” jobs that will measure
employment and wages for businesses whose primary ac-
tivities can be defined as “green,” and produce informa-
tion on the occupations involved, in whole or in part, in
green economic activities.

Bureau of Transportation Statistics (BTS):
Funding is requested to support the development and
improvement of transportation system performance mea-
sures and for the maintenance of BT'S’ core statistical pro-
grams, including: (1) production of the improved final data
products from the Commodity Flow Survey; (2) improve-
ment of the National Census of Ferry Operators used to
allocate resources for ferry operations and infrastructure;
(3) production of transportation data for enhancing liv-
able communities; (4) release of monthly statistics on the
commodities and modes of transportation used in interna-
tional trade with the United States’ major trading part-

ners; (5) production of a core set of transportation perfor-
mance indicators including the Transportation Services
Index; and (6) collection, analysis, and dissemination of
airline performance data.

Census Bureau: Funding is requested for the Census
Bureau’s ongoing economic and demographic programs
and for a re-engineered 2010 Census. For the 2010 Census
program, funding is requested to conduct the enumera-
tion of the population. Specifically, in 2010 the Census
Bureau will carry out the major 2010 Census operations,
including mail out, receipt, and processing of returned
census forms, and visit households that do not return a
census form to collect the necessary information. Other
major operations include Group Quarters Enumeration,
Update/Leave Final Address Review, Update/Enumerate
(in which enumerators both update their address regis-
ters and census maps and enumerate the housing unit
in a single visit), Military Enumeration, conducting cen-
sus operations in Puerto Rico and the Island Areas, and
numerous other operations. The Census Bureau will
also conduct coverage follow-up operations and coverage
measurement field operations. The Census Bureau will
continue to support these operations through a network
of 494 local census offices, 12 regional census centers, a
Puerto Rico Area Office, as well as at headquarters. In
addition, the Census Bureau will continue data collection
for the American Community Survey, and reinstate the
Community Address Updating System. For the Census
Bureau’s other economic and demographic programs,
funding is requested to: (1) continue to release data for
the 2007 Economic Census and conduct more than 100
annual, quarterly, and monthly surveys that provide key
national economic statistics; (2) begin planning for the
2012 Census of Governments; (3) operate the Survey of
Income and Program Participation at the traditional sam-
ple size and incorporate improvements; and (4) expand
the Local Employment Dynamics program, which devel-
ops new information about local labor market conditions
at low cost, with no added respondent burden.

Economic Research Service (ERS): Funding is
requested to continue ERS’ core programs, and to support
research to develop analytical tools and assessments of
the economic implications of how environmental services
markets are designed. Given that agriculture plays
a major role in domestic cap-and-trade proposals for
addressing climate change, the research will emphasize
design elements of carbon offset markets that will per-
mit capture of key policy variables critical to providing
appropriate guidance for policy makers.

Energy Information Administration (EIA):
Funding is requested to: (1) maintain critical energy
data coverage, analysis, and forecasting operations; (2)
improve energy end use and efficiency data by increas-
ing the sample size and scope of data collected for the
Residential Buildings Energy Consumption Survey and
the Commercial Buildings Energy Consumption Survey;
(3) address energy data scope and quality issues including



4. STRENGTHENING FEDERAL STATISTICS

25

collecting export data for products such as diesel; improv-
ing the quality, timeliness, and access to integrated State
Energy Data products; improving the accuracy/timeliness
of data on U.S. oil production; providing analyses of re-
fineries; and improving electricity data by restoring the
Annual Electric Industry Financial Report (EIA-412); (4)
address the role and impact of financial markets on short-
term energy prices and price volatility; (5) incorporate
ethanol and other biofuels into EIA’s monthly and weekly
liquid fuel balances; and (6) continue development and
testing of the next generation National Energy Model,
which will improve EIA’s ability to assess and forecast
supply, demand, and technology trends affecting U.S. and
world energy markets.

National Agricultural Statistics Service (NASS):
Funding is requested to continue NASS’ core programs,
and to: (1) complete reinstatement of the NASS Chemical
Use Program (Fruit Chemical Use was reinstated in
2009); and (2) provide a data series on bio-energy pro-
duction and utilization. Within the currently available
Census of Agriculture funding, NASS will be able to con-
duct the Census of Horticulture Specialties follow-on
study that will provide more in-depth information on the
horticulture industry than is available from the quin-
quennial Census of Agriculture.

National Center for Education Statistics (NCES):
Funding is requested to continue NCES’ core pro-
grams, and to: (1) conduct the National Assessment of
Educational Progress, including 2010 national U.S. histo-
ry, civics, and geography assessments at grades 4, 8, and
12; analysis of a 2009 high school transcript study; and
preparation for 2011 Trial Urban District Assessments in
17 districts; (2) continue a new teacher longitudinal study
to follow teachers who were in the 2007-2008 Schools and
Staffing Survey as first-year teachers; (3) provide techni-
cal assistance to State education agencies to improve the
use of State longitudinal data systems; (4) prepare for the
Programme for the International Assessment of Adult
Competencies, an international assessment scheduled
for 2011; (5) support future data collections examining
participation of preschool children in nonparental educa-
tion and care arrangements, and (6) provide State-level
data for a small number of States for the Early Childhood
Longitudinal Study, Kindergarten Class of 2010-2011.

National Center for Health Statistics (NCHS):
Funding is requested to continue data collection, analysis,
and dissemination activities for key national health data
systems, including the National Vital Statistics System,
National Health Interview Survey, National Health and
Nutrition Examination Survey (NHANES), and National
Health Care Surveys, and to: (1) continue providing time-
ly, accurate estimates of high-priority health measures;
(2) enhance the quality and usability of data access tools
through improved tutorials; (3) use birth and death data
collected by the States for tracking priority health initia-

tives in prevention, cancer control, out-of-wedlock births,
and teenage pregnancy; (4) continue providing NHANES
data on diet and nutrition, blood pressure, chronic dis-
eases, and other health indicators; and (5) provide infor-
mation annually on the health status of the U.S. civilian
non-institutionalized population through confidential
household interviews conducted by the National Health
Interview Survey.

Office of Research, Evaluation, and Statistics
(ORES), SSA: Funding is requested to continue ORES’
core programs, and to: (1) further modernize ORES’ pro-
cesses for developing and disseminating data from SSA’s
major administrative data files for statistical purposes;
(2) support outside surveys and linkage of SSA admin-
istrative data to surveys; (3) create a new public use file
of administrative data on earnings histories and benefits
for a sample of Social Security Numbers; (4) strengthen
microsimulation models that estimate the distributional
effects of alternative Social Security programs; (5) be-
gin development of a topical module for the redesign of
the Survey of Income and Program Participation (SIPP)
to address Social Security’s data needs for microsimula-
tion models, program evaluation, and analysis; and (6)
evaluate data from the 1990-1993 and 1996 SIPP panels
matched to SSA and IRS administrative data.

Science Resources Statistics Division (SRS), NSF:
Funding is requested to implement ongoing programs on
the science and engineering enterprise, and to: (1) con-
tinue redesign and improvement activities for a broad
range of surveys, particularly the 2010 sample frame
redesign for the National Survey of College Graduates
and the suite of research and development surveys; (2)
support the Science of Science and Innovation Policy pro-
gram’s efforts to develop the data, tools, and knowledge
needed for a new science of science policy by enhancing
the comparability, scope, and availability of international
data; (3) develop a pilot data collection on postdocs based
on feasibility activities in 2006—2009; (4) develop an in-
novation module for the Higher Education Research and
Development survey; and (5) continue development work
on the Microbusiness R&D and Innovation survey.

Statistics of Income Division (SOI), IRS: Funding
is requested to continue SOI’s core programs, and to: (1)
continue to modernize tax data collection systems, par-
ticularly to more efficiently assimilate into SOI systems
data captured from the electronic filing of tax and infor-
mation returns; (2) examine means to better mask indi-
vidual records to minimize the risk of reidentification in
the Individual Public Use cross-section file; (3) undertake
a feasibility study to develop an Individual Public Use
panel data file; (4) develop statistical techniques to iden-
tify outliers and edit data in IRS administrative popula-
tion files; and (5) develop a process for providing relevant
statistics needed for the tax-related provisions of the
American Recovery and Reinvestment Act of 2009.
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Table 4-1. 2008-2010 BUDGET AUTHORITY FOR PRINCIPAL STATISTICAL AGENCIES'

(in millions of dollars)

Estimate
2008
Actual 2009 2010
Bureau of ECONOMIC ANAIYSIS .......c.vuurvuririieieieeieieeieiessesesessesiessssiessees 78 87 99
Bureau of Justice Statistics? 4 52 67
Bureau of Labor Statistics 544 597 611
Bureau of Transportation StatiStics .........ccveuerrrrerneiienrssisssssssssseessessensenns 27 27 28
Census Bureau® 1,467 4,169 7,405
Salaries and Expenses® 233 264 289
Periodic Censuses and Programs 1,234 3,905 7,116
ECONOMIC RESEAICH SEIVICE ...vuvuiereeieieie et 77 80 82
Energy Information Administration 95 111 133
National Agricultural Statistics Service* 162 152 162
National Center for EQUCation StatIStiCS® ...........evvvevveerrveemseeessssessseeseesssenns 208 254 265
Statistics® 104 115 126
Assessment 98 130 130
National Assessment Governing Board ............c.cccereeieneenieneensinsninsnnienees 6 9 9
National Center for Health Statistics® ...........coovvevveereerereiesseeseseeesseeseesessseeons 114 125 138
Office of Research, Evaluation, and Statistics, SSA ..........cccovevevenrnisnesesiennns 26 29 26
Science Resources Statistics Division, NSF .. 36 45 41
Statistics of Income Division, IRS 36 42 43

! Reflects any cancellations.

2 Includes funds for management and administrative costs of $6, $7, and $7 million in 2008, 2009, 2010, respectively that were previously
displayed separately.

3 Salaries and Expenses funds include discretionary and mandatory funds. For the Periodic Censuses and Programs account, the 2008
actual includes $207 million in supplemental funds and 2009 includes $1 billion in American Recovery and Reinvestment Act funding.

4 Includes funds for the periodic Census of Agriculture of $52, $37, and $37 million in 2008, 2009, and 2010 respectively. 2008 was the
peak year of funding for the 2007 Census of Agriculture data collection and processing. 2009 funding was used to summarize and publish the
2007 Census of Agriculture, as well as conduct a follow-on study on Farm and Ranch Irrigation. 2010 funding will be used to continue planned
follow-on studies and preparations for the 2012 Census of Agriculture.

5 Includes funds for salaries and expenses of $16, $16, and $17 million in 2008, 2009, and 2010, respectively, that are reflected in the
Institute of Education Sciences (IES) budget. In addition, NCES manages the IES grant program for the State Longitudinal Data Systems
which is funded at $48, $65 plus $250, and $65 million in 2008, 2009, and 2010, respectively.

6 All funds from the Public Health Service Evaluation Fund. Administrative costs for NCHS that previously were displayed as part of the
NCHS budget line are now reflected in two consolidated CDC-wide budget lines for management and administrative costs.



5. RESEARCH AND DEVELOPMENT

In the past, Federal funding for scientific research has
yielded innovations that have improved the landscape of
American life—technologies like the Internet, digital pho-
tography, bar codes, Global Positioning System technol-
ogy, laser surgery, and chemotherapy. Today, the United
States faces a new set of challenges, and science and tech-
nology can be a powerful ally in addressing them.

The President’s 2010 Budget proposes $148 billion for
Federal research and development (R&D). This invest-
ment reinforces the Administration’s commitment to sci-
ence, technology, and innovation that will help the coun-
try make progress toward national goals of a prosperous
economy, a clean energy future, a healthy American peo-
ple, and a safe and secure Nation.

Already in this Administration, the President has
signed into law the 2009 Omnibus Appropriations Act (P.L.
111-8) and the American Recovery and Reinvestment Act

(P.L. 111-5). Both boosted the budgets of key science agen-
cies not only for their potential contributions to economic
recovery, but also because science and technology can help
reorient the U.S. economy through strategic investments
in clean energy, broadband communications, health care
information technology, and education. These laws are
critical down payments in doubling Federal investments
in key science agencies, meeting a commitment to invest
$150 billion during the next 10 years in a clean energy fu-
ture, and restoring America’s capabilities for understand-
ing the dimensions of climate change. The 2010 Budget
builds on these early accomplishments with continued
investments in R&D.

In general, the Budget’s priorities align with the con-
clusions in the report from the National Science and
Technology Summit held in August 2008.

I. PRIORITIES FOR FEDERAL RESEARCH AND DEVELOPMENT

The Budget provides support for promising, but ex-
ploratory and high-risk, research proposals that could
fundamentally improve our understanding of nature,
revolutionize fields of science, and lead to radically new
technologies.

Investing in the Sciences for a Prosperous
America

Federally supported basic research, aimed at under-
standing many features of nature—from the size of the
universe to the nature of subatomic particles, from the
chemical reactions that support a living cell to interac-
tions that sustain ecosystems—has been an essential fea-
ture of American life and helped to drive our economic
success for over 50 years. While the outcomes of specific
projects are never predictable, basic research has been a
reliable source of new knowledge that has fueled impor-
tant developments in fields ranging from telecommunica-
tions to medicine, yielding positive rates of economic re-
turn and creating entirely new industries with high-tech,
high-wage jobs.

The President plans to double Federal investment
for basic research in key agencies, the National Science
Foundation (NSF), the Department of Energy’s (DOE’s)
Office of Science, and the laboratories of the Department
of Commerce’s (DOC’s) National Institute of Standards
and Technology, building on down payments in the
Recovery Act.

The Budget proposes $12.6 billion in 2010 for these
three agencies. This level is an increase of 6-percent above
the 2009 enacted level of $11.9 billion, which itself was an

11-percent increase from the 2008 enacted level of $10.7
billion. The Recovery Act provided an additional $5.2 bil-
lion for these agencies. These increases in research fund-
ing will help the United States to remain prosperous.

To increase the impacts of these investments, the
2010 Budget also emphasizes support for researchers at
the beginning of their careers to sustain and expand the
Nations’s scientific and technical workforce, including a
plan to triple the number of NSF’s Graduate Research
Fellowships by 2013.

A Clean Energy Future

The Administration envisions a United States that
can lead the world in the research, development, dem-
onstration and deployment of clean energy technology.
Investments in clean energy R&D will drive a new energy
economy that reduces dependence on oil, creates green
jobs, and reduces the impact of climate change.

The 2010 Budget builds upon substantial clean energy
R&D investments in the Recovery Act to forge a compre-
hensive approach to transforming our energy supply and
slowing global climate change through cutting-edge sci-
ence and technology. R&D funding will support renew-
able energy and energy efficiency technologies such as
advanced batteries, solid-state lighting, solar, biomass,
geothermal, and wind power. The 2010 Budget also sup-
ports the development and testing of carbon capture and
storage technologies that could reduce carbon emissions
from the use of fossil fuels and basic research to support
transformational discoveries and accelerate solutions in
the development of clean energy.
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R&D Funding in the American Recovery and Reinvestment Act of 2009

The American Recovery and Reinvestment Act of 2009 (P.L. 111-5) provided Federal R&D funding to spur new discoveries
in energy, medicine, climate and technologies for the future.

Within the Department of Health and Human Services, the National Institutes of Health (NIH) received more than $10
billion for basic biomedical research and laboratory renovation and construction. In addition, $1 billion was included for
comparative effectiveness research at NIH and the Agency for Healthcare Research and Quality.

The Recovery Act included a $5.2 billion investment in key science agencies, including: $3 billion at NSF for basic research,
education and human resources, research facilities construction, and research instrumentation; $1.6 billion at DOE’s Office
of Science for energy frontier research collaborations, and infrastructure improvements at the national laboratories; and
$580 million at DOC’s National Institute of Standards and Technology (NIST) for standards research, advanced measure-
ment equipment, and construction of NIST research facilities. This investment by itself is an almost 50-percent increase
for these programs over the 2008 enacted level and represents a significant down payment toward the President’s plan to
double the funding for basic research in these agencies.

The National Aeronautics and Space Administration received $1 billion for activities such as acceleration of earth science
climate research missions, and development of the next generation air transportation system. The National Oceanic and
Atmospheric Administration received $170 million for climate modeling, and $660 million that includes support for main-
tenance and construction of research vessels and facilities. The U.S. Geological Survey received $140 million for facility
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renovation and construction and for seismic and volcanic monitoring systems.

Healthy Lives for All Americans

Federal R&D investments in health result in knowl-
edge and technologies that promote longer, healthier lives
for all Americans. The Administration is committed to
funding biomedical and health research and to policies to
increase the impact of these investments on health out-
comes. The 2010 Budget will emphasize research to pro-
mote healthy living and disease prevention.

The 2010 Budget proposes $30.8 billion for NIH, an
increase of $443 million above the 2009 enacted level of
nearly $30.4 billion. This level includes more than $6 bil-
lion to support cancer research, which is central to the
President’s multi-year plan to double this area of research.

A Safe and Secure America

New developments in science and technology offer hope
of predicting and preventing destabilizing or paralyzing
natural and manmade threats, as well as minimizing their
impacts and recovering from them as quickly as possible.

The 2010 Budget sustains the Department of Defense’s
(DOD’s) critical role in supporting technological advanc-
es with $3.2 billion for the Defense Advanced Research
Projects Agency for its support of longer-term break-
through research. The Budget also proposes $1.8 billion
for DOD basic research, within a total DOD R&D invest-
ment of $79.7 billion. The Budget maintains scientific and
technological preeminence for our Armed Forces.

The Budget accelerates the development of new medi-
cines, vaccines, and production capabilities for biode-
fense by investing in countermeasures development. The
Budget also invests in the technological capabilities nec-
essary to monitor nuclear nonproliferation compliance
and to prevent weapons of mass destruction from enter-
ing the country.

The Budget also invests in the science and technology
needed to combat natural and manmade threats to our
Nation’s food supply, including $132 million in the U.S.
Department of Agriculture for research associated with
the safety of the U.S. food supply.

II. FEDERAL R&D DATA

R&D is the collection of efforts directed towards gaining
greater knowledge or understanding and applying knowl-
edge toward the production of useful materials, devices,
and methods. R&D investments can be characterized
as basic research, applied research, development, R&D
equipment, or R&D facilities. The Office of Management
and Budget has used those or similar categories in its col-
lection of R&D data since 1949.

Federal R&D Funding

Basic research is systematic study directed toward
a fuller knowledge or understanding of the fundamen-

tal aspects of phenomena and of observable facts with-
out specific applications towards processes or products
in mind. Basic research, however, may include activities
with broad applications in mind.

Applied research is systematic study to gain knowl-
edge or understanding necessary to determine the means
by which a recognized and specific need may be met.

Development is systematic application of knowledge
or understanding, directed toward the production of use-
ful materials, devices, and systems or methods, including
design, development, and improvement of prototypes and
new processes to meet specific requirements.
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Research and development equipment includes ac-
quisition or design and production of movable equipment,
such as spectrometers, research satellites, detectors, and
other instruments. At a minimum, this category should
include programs devoted to the purchase or construction
of R&D equipment.

Research and development facilities include the
acquisition, design, and construction of, or major repairs
or alterations to, all physical facilities for use in R&D ac-
tivities. Facilities include land, buildings, and fixed capi-
tal equipment, regardless of whether the facilities are to
be used by the Government or by a private organization,

and regardless of where title to the property may rest.
This category includes such fixed facilities as reactors,
wind tunnels, and particle accelerators.

There are more than 20 Federal agencies that fund
R&D in the United States. The nature of the R&D that
these agencies fund depends on the mission of each
agency and on the role of R&D in accomplishing it. Table
5-1 shows agency-by-agency spending on basic and ap-
plied research, development, and R&D equipment and
facilities.

III. MULTI-AGENCY R&D ACTIVITIES

A number of research investments are being addressed
through multi-agency research activities coordinated
through the National Science and Technology Council
(NSTC) and other interagency forums. Many of the chal-
lenges simply cannot be addressed by a single agency.

Moreover, innovation often arises from combining the
tools, techniques, and insights from multiple agencies.
Table 5-2 shows details of three such interagency efforts:
networking and information technology R&D, nanotech-
nology R&D, and climate change R&D.

Networking and Information Technology R&D:
The Budget provides $3.9 billion for the multi-agency
Networking and Information Technology Research and
Development (NITRD) Program, which plans and coor-
dinates agency research efforts in cyber security, high-
end computing systems, advanced networking, software
development, high-confidence systems, information man-
agement, and other information technologies. In 2008,
the NITRD agencies addressed the recommendations con-
tained in the President’s Council of Advisors on Science
and Technology NITRD Program Review by establishing
a robust strategic planning activity scheduled to conclude
in 2009. The NITRD Subcommittee also published the
Federal Plan for Advanced Networking R&D in 2008,
and has continued to address cyber security research un-
der the R&D-related components of the Comprehensive
National Cyber Security Initiative.

The 2010 Budget retains the important focus on invest-
ment in high-end computing research for both national
security and large-scale scientific applications, particu-
larly in advanced scalable simulations. The 2010 Budget
also emphasizes foundations for assured computing and
secure hardware, software and network design and engi-
neering to address the goal of making Internet communi-
cations more secure and reliable. Reports and general in-
formation about NITRD are available at www.nitrd.gov/.

Nanotechnology R&D: The Budget provides $1.6
billion for the multi-agency National Nanotechnology
Initiative (NNI). The NNI focuses on R&D that creates
materials, devices, and systems that exploit the funda-
mentally distinct properties of matter as it is manipulat-
ed at the nanoscale (roughly 1 to 100 nanometers). The
results of NNI-supported R&D can enable breakthroughs
in biomedical detection and treatment, manufacturing at

or near the nanoscale, environmental monitoring and pro-
tection, energy conversion and storage, and more power-
ful electronic devices, among many others.

Guided by the NNI Strategic Plan, participating agen-
cies will continue to support nanoscience and nanotech-
nology development through investigator-led research;
multidisciplinary centers of excellence; education and
training; and infrastructure and standards development,
including user facilities and networks that are broadly
available to support research and innovation. In addition,
consistent with the NNI Strategy for Nanotechnology-
Related Environmental Health, and Safety Research,
agencies continue to maintain a focus on the responsible
development of nanotechnology, with attention to the hu-
man and environmental health impacts, as well as ethi-
cal, legal, and other societal issues. Reports and general
information about the NNI are available at www.nano.
goul.

Climate Change R&D: The U.S. Climate Change
Science Program (CCSP) coordinates climate research
among the 13 departments and agencies that participate
in the CCSP. The 2010 Budget supports research activi-
ties including the development of an integrated earth sys-
tem analysis capability; a focus toward creating a high-
quality record of the state of the atmosphere and ocean
since 1979; development of an end-to-end hydrologic
projection and application capability; enhanced carbon
cycle research on high latitude systems; quantification of
climate forcing and feedbacks by aerosols, non-carbon di-
oxide greenhouse gases, water vapor, and clouds; assess-
ment of abrupt change in a warming climate; examination
of the feasibility of development of an abrupt change early
warning system; understanding climate change impacts
on ecosystem functions; and refining ecological forecast-
ing. Reports and general information about the CCSP are
available on the program’s website: www.climatescience.
goul.

The Climate Change Technology Program (CCTP) pro-
vides strategic direction, planning, and analysis to help
coordinate and prioritize activities within the portfolio of
federally funded climate change technology R&D. Reports
and general information about the CCTP are available on
the program’s website: www.climatetechnology.gov/.
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Table 5-1. FEDERAL RESEARCH AND DEVELOPMENT SPENDING

(Budget authority, dollar amounts in millions)

2008 Actual  |2009 Estimate ' | 2010 Proposed
By Agency
Defense 80,278 81,916 79,687
Health and Human Services 29,265 41,518 30,936
NASA 11,182 11,326 11,439
ENErgy .ooeeeveeneineincreiieens 9,807 13,067 10,740
National Science Foundation . 4,580 7,757 5,312
Agriculture 2,336 2,597 2,272
Commerce 1,160 1,703 1,330
Veterans Affairs ..... 960 1,020 1,160
Homeland Security 995 1,096 1,125
Transportation 875 913 939
Interior 683 766 730
Environmental Protection Agency .. 551 580 619
Other 1,074 1,141 1,331
TOTAL 143,746 165,400 147,620
Basic Research
DEIBNSE oottt bbbttt ettt aes 1,599 1,825 1,796
Health and Human Services 15,739 25,035 16,739
NASA 2,182 1,844 1,891
Energy 3,461 4,425 3,813
National Science Foundation 3,704 6,045 4477
Agriculture 879 888 903
Commerce ..... 98 147 125
Veterans Affairs ..... 384 408 464
Homeland Security 247 268 222
Transportation 0 0 0
INEEIIOF v 43 47 51
Environmental Protection Agency .. 95 125 164
Other 182 189 239
SUBTOTAL 28,613 41,246 30,884
Applied Research
Defense 4,855 5174 4,236
Health and Human Services 13,349 14,813 14,027
561 1,044 937
ENergy ..o, 3,180 3,810 3,093
National Science Foundation . 420 400 423
Agriculture 1,146 1,221 1,130
Commerce 835 986 895
Veterans Affairs ..... 520 552 628
Homeland Security 382 413 476
Transportation 667 672 694
Interior 554 644 607
Environmental Protection Agency .. 377 370 370
Other 567 587 623
SUBTOTAL 27,413 30,686 28,139
Development
Defense 73,615 74,714 73,603
Health and Human Services .. 20 20 20
NASA 6,090 6,244 6,246
Energy 2,281 2,945 2,614
National Science Foundation . 0 0 0
Agriculture ..o 158 165 189
Commerce 70 83 97
Veterans Affairs 56 60 68
Homeland Security 366 415 427
Transportation ........ 189 220 223
Interior 62 67 70
Environmental Protection Agency 79 85 85
Other 268 277 412
SUBTOTAL 83,254 85,295 84,054
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Table 5-1. FEDERAL RESEARCH AND DEVELOPMENT SPENDING —Continued
(Budget authority, dollar amounts in millions)
2008 Actual  |2009 Estimate ' | 2010 Proposed
Facilities and Equipment
Defense 209 203 52
Health and Human Services .. 157 1,650 150
NASA ..o 2,349 2,194 2,365
ENErgy .o 885 1,887 1,220
National Science Foundation . 456 1,312 412
AGriculture. .......ocoveeveenennne 153 323 50
Commerce ..... 157 487 213
Veterans Affairs ..... 0 0 0
Homeland Security .... 0 0 0
Transportation ... 19 21 22
INEEHOT oo 24 8 2
Environmental Protection Agency .. 0 0 0
OFNT et 57 88 57
SUBTOTAL 4,466 8,173 4,543
1Amounts for 2009 include funding from P.L. 111-5, the American Recovery and Reinvestment Act of 2009.
Table 5-2. AGENCY DETAIL OF SELECTED INTERAGENCY R&D EFFORTS
(Budget authority, dollar amounts in millions)
2008 Actual 2009 Estimate ' | 2010 Proposed
Networking and Information Technology R&D
Defense 1,096 1,281 1,141
National Science Foundation .. 947 1,344 1,111
Health and Human Services 2 956 981 995
ENergy .o 409 595 485
Commerce 84 291 111
National Aeronautics and Space Administration 69 87 73
Environmental Protection Agency ...... 6 6 6
National Archives and Records Administration 5 5 5
TOTAL 3,572 4,590 3,027
National Nanotechnology Initiative
National Science Foundation 409 505 423
Defense 460 464 379
Energy 240 357 347
Health and Human Services 3 311 319 338
Commerce (NIST) ...ocvvevevrirenns 86 96 92
Environmental Protection Agency ... 12 16 18
National Aeronautics and Space Administration 17 17 17
Homeland Security 3 8 12
Agriculture .......... 10 9 8
Transportation 1 3 3
TOTAL 1,549 1,794 1,637
Climate Change Science Program
National Aeronautics and Space Administration 1,084 1,323 1,071
National Science Foundation 207 315 300
COMMErCe ....ovoererirninns 272 422 297
Energy .....c.... 128 233 165
Interior (USGS 34 45 63
Agriculture ........ccoceviene 65 56 59
U.S. Agency for International Development 14 17 36
Environmental Protection Agency ... 17 18 21
Smithsonian Institution ........... 6 6 7
National Institutes of Health 4 4 4
Transportation 1 2 3
TOTAL 1,832 2,441 2,026

T Amounts for 2009 include funding from P.L. 111-5, the American Recovery and Reinvestment Act of 2009.

2 Includes funds from offsetting collections for the Agency for Healthcare Research and Quality.

3 Includes funds from both NIH and the National Institute of Occupational Safety and Health.
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Investment spending is spending that yields long-
term benefits. Its purpose may be to improve the ef-
ficiency of internal Federal agency operations or to in-
crease the Nation’s overall stock of capital for economic
growth. The spending can take the form of direct Federal
spending or of grants to State and local governments.
It can be for physical capital, which yields a stream of
services over a period of years, or for research and devel-
opment or education and training, which are intangible
but also increase income in the future or provide other
long-term benefits.

Most presentations in the Federal budget combine in-
vestment spending with spending for current use. This
chapter focuses solely on Federal and federally financed
investment.

In this chapter, investment is discussed in the follow-
ing sections:

e a description of the size and composition of Federal
investment spending; and

e a presentation of trends in the stock of federally fi-
nanced physical capital, research and development,
and education.

PART I: DESCRIPTION OF FEDERAL INVESTMENT

For almost sixty years, the Federal budget has included
a chapter on Federal investment—defined as those out-
lays that yield long-term benefits—separately from out-
lays for current use. In recent years the discussion of
the composition of investment has displayed estimates of
budget authority as well as outlays.

The classification of spending between investment and
current outlays is a matter of judgment. The budget has
historically employed a relatively broad classification,
encompassing physical investment, research, develop-
ment, education, and training. The budget further clas-
sifies investments into those that are grants to State and
local governments, such as grants for highways or edu-
cation, and all other investments, called “direct Federal
programs” in this analysis. This “direct Federal” category
consists primarily of spending for assets owned by the
Federal Government, such as defense weapons systems
and general purpose office buildings, but also includes
grants to private organizations and individuals for invest-
ment, such as capital grants to Amtrak or higher educa-
tion loans directly to individuals.

Presentations for particular purposes could adopt dif-
ferent definitions of investment:

e To suit the purposes of a traditional balance sheet,
investment might include only those physical assets
owned by the Federal Government, excluding capital
financed through grants and intangible assets such
as research and education.

e Focusing on the role of investment in improving na-
tional productivity and enhancing economic growth
would exclude items such as national defense assets,
the direct benefits of which enhance national secu-
rity rather than economic growth.

e Concern with the efficiency of Federal operations
would confine the coverage to investments that re-
duce costs or improve the effectiveness of internal
Federal agency operations, such as computer sys-
tems.

e A “social investment” perspective might broaden the
coverage of investment beyond what is included in
this chapter to include programs such as childhood
immunization, maternal health, certain nutrition
programs, and substance abuse treatment, which
are designed in part to prevent more costly health
problems in future years.

The relatively broad definition of investment used in
this section provides consistency over time—historical
figures on investment outlays back to 1940 can be found
in the separate Historical Tables volume. Table 6-2 at
the end of this section allows disaggregation of the data
to focus on those investment outlays that best suit a par-
ticular purpose.

In addition to this basic issue of definition, there are
two technical problems in the classification of investment
data involving the treatment of grants to State and local
governments and the classification of spending that could
be shown in more than one category.

First, for some grants to State and local governments it
is the recipient jurisdiction, not the Federal Government,
that ultimately determines whether the money is used
to finance investment or current purposes. This analy-
sis classifies all of the outlays in the category where the
recipient jurisdictions are expected to spend most of the
money. Hence, the community development block grants
are classified as physical investment, although some may
be spent for current purposes. General purpose fiscal as-
sistance is classified as current spending, although some
may be spent by recipient jurisdictions on investment.

33



34

ANALYTICAL PERSPECTIVES

Second, some spending could be classified in more than
one category of investment. For example, outlays for con-
struction of research facilities finance the acquisition of
physical assets, but they also contribute to research and
development. To avoid double counting, the outlays are
classified in the category that is most commonly recog-
nized as investment. Consequently, outlays for the con-
duct of research and development do not include outlays
for research facilities, because these outlays are included
in the category for physical investment. Similarly, spend-
ing for physical investment and research and develop-
ment related to education and training is included in the
categories of physical assets and the conduct of research
and development.

When direct loans and loan guarantees are used to
fund investment, the subsidy value is included as in-
vestment. The subsidies are classified according to their
program purpose, such as construction or education and
training. For more information about the treatment of
Federal credit programs, refer to Chapter 7, “Credit and
Insurance,” in this volume.

This section presents spending for gross investment,
without adjusting for depreciation.

Composition of Federal Investment Outlays

Major Federal Investment

The composition of major Federal investment outlays is
summarized in Table 6-1. They include major public physi-
cal investment, the conduct of research and development,
and the conduct of education and training. Defense and
nondefense investment outlays were $459.7 billion in 2008.
They are estimated to increase to $522.5 billion in 2009
and $596.3 billion in 2010. Roughly 15 percent of invest-
ment outlays in 2010 are due to P.L.. 111-5, the American
Recovery and Reinvestment Act of 2009 (Recovery Act).

Major Federal investment outlays will comprise an
estimated 16.6 percent of total Federal outlays in 2010
and 4.0 percent of the Nation’s gross domestic product.
Greater detail on Federal investment is available in Table
6-2 at the end of this section. That table includes both
budget authority and outlays.

Physical investment. Outlays for major public physi-
cal capital investment (hereafter referred to as physical
investment outlays) are estimated to be $307.7 billion
in 2010. Physical investment outlays are for construc-

TABLE 6-1. COMPOSITION OF FEDERAL INVESTMENT OUTLAYS
(In billions of dollars)
Actual Estimate
Federal Investment
2008 2009 2010
Major public physical capital investment:
Direct Federal:
NHONAI BEIENSE ...ttt bbb 126.3 155.7 156.6
Nondefense 34.8 53.9 50.6
Subtotal, direct major public physical capital INVESIMENL ...........cccviirirrnreereeeeeseene 161.1 209.5 207.2
Grants to State and 10Cal GOVEIMMENTS ...t 72.7 88.3 100.5
Subtotal, major public physical capital INVESTMENT ...........cooiuriiiieeiiie et 233.8 297.8 307.7
Conduct of research and development:
National defense ... 79.6 82.3 83.5
NONAEENSE ..o 55.3 62.2 65.7
Subtotal, conduct of research and deVEIOPMENL ............cuuiuriiriiiiiiiiiee it 134.9 1445 149.3
Conduct of education and training:
Grants to State and 10Cal GOVEIMMENES ...ttt 54.6 65.3 98.6
Direct Federal 36.4 14.9 40.7
Subtotal, conduct of education and traiNiNG ............ccceierririirririiee et 91.0 80.2 139.3
Total, major Federal investment outlays 450.7 5025 506.3
MEMORANDUM
Major Federal investment outlays:
INGHONAI AEIENSE ...ttt b bbbt 205.9 237.9 240.2
NONUETBNSE ..ottt b bbbt a e s s s beensen s 253.8 284.5 356.2
Total, major Federal iNVEStMENE OULIAYS .......cc.ucvueeririiieisiieeieieeie st 459.7 522.5 596.3
Miscellaneous physical investment:
COMMOUILY INVENTOTIES ....vvvveeireiieseetesieeee sttt -0.1 0.2 =*
Other physical investment (direct) 3.0 7.2 4.8
Total, miscellaneous phySiCal INVESIMENL ..ot 2.9 74 4.7
Total, Federal investment outlays, including miscellaneous physical investment ..o, 462.6 529.8 601.1

* $50 million or less.
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tion and rehabilitation, the purchase of major equip-
ment, and the purchase or sale of land and structures.
Approximately two-thirds of these outlays are for direct
physical investment by the Federal Government, with the
remainder being grants to State and local governments
for physical investment.

Direct physical investment outlays by the Federal
Government are primarily for national defense. Defense
outlays for physical investment are estimated to be $156.6
billion in 2010. Almost all of these outlays, or an estimated
$140.7 billion, are for the procurement of weapons and oth-
er defense equipment, and the remainder is primarily for
construction on military bases, family housing for military
personnel, and Department of Energy defense facilities.

Outlays for direct physical investment for nondefense
purposes are estimated to be $50.6 billion in 2010. These
outlays include $29.7 billion for construction and reha-
bilitation. This amount includes funds for water, power,
and natural resources projects of the Corps of Engineers,
the Bureau of Reclamation within the Department of the
Interior, and the Tennessee Valley Authority; construc-
tion and rehabilitation of veterans hospitals and Indian
Health Service hospitals and clinics; facilities for space
and science programs; Postal Service facilities; the pro-
posed National Infrastructure Bank; energy conserva-
tion projects in the Department of Energy; construction
for the administration of justice programs (largely in
Customs and Border Protection within the Department
of Homeland Security); construction of office buildings by
the General Services Administration; and construction
for embassy security. Outlays for the acquisition of ma-
jor equipment are estimated to be $20.4 billion in 2010.
The largest amounts are for the air traffic control system;
weather and climate monitoring in the National Oceanic
and Atmospheric Administration; law enforcement activi-
ties, largely in the Department of Homeland Security and
the Federal Bureau of Investigation; and information sys-
tems in the Department of Veterans Affairs.

Grants to State and local governments for physical
investment are estimated to be $100.5 billion in 2010.
Nearly three-quarters of these outlays, or $72.4 billion,
are to assist States and localities with transportation in-
frastructure, primarily highways. Other major grants for
physical investment fund sewage treatment plants, com-
munity and regional development, and public housing.
Roughly one-fifth of the outlays for physical investment
grants in 2010 are due to the Recovery Act, mostly for
ground transportation.

Conduct of research and development. Outlays for
the conduct of research and development are estimated
to be $149.3 billion in 2010. These outlays are devoted
to increasing basic scientific knowledge and promoting
research and development. They increase the Nation’s
security, improve the productivity of capital and labor for
both public and private purposes, and enhance the qual-
ity of life. More than half of these outlays, an estimated

$83.5 billion, are for national defense. Physical invest-
ment for research and development facilities and equip-
ment is included in the physical investment category.

Nondefense outlays for the conduct of research and
development are estimated to be $65.7 billion in 2010.
These are largely for the National Aeronautics and
Space Administration, the National Science Foundation,
the National Institutes of Health, and the Department
of Energy.

A more complete and detailed discussion of research
and development funding can be found in Chapter 5,
“Research and Development,” in this volume.

Conduct of education and training. Outlays for the con-
duct of education and training are estimated to be $139.3
billion in 2010. These outlays add to the stock of human
capital by developing a more skilled and productive labor
force. Grants to State and local governments for this cate-
gory are estimated to be $98.6 billion in 2010, nearly three-
quarters of the total. They include education programs for
the disadvantaged and individuals with disabilities, train-
ing programs in the Department of Labor, Head Start, the
new State Fiscal Stabilization Fund, and other education
programs. Direct Federal education and training outlays
are estimated to be $40.7 billion in 2010. Programs in
this category primarily consist of aid for higher education
through student financial assistance, loan subsidies, the
veterans GI bill, and health training programs. Significant
downward reestimates of student loan subsidies to be re-
corded in the current fiscal year reduce net outlays for
direct Federal education and training to $14.9 billion in
2009, leading to a large increase in this category in 2010.

Roughly one-third of the outlays for the conduct of edu-
cation and training in 2010 are due to the Recovery Act,
mostly for the State Fiscal Stabilization Fund.

This category does not include outlays for education
and training of Federal civilian and military employees.
Outlays for education and training that are for physical
investment and for research and development are in the
categories for physical investment and the conduct of re-
search and development.

Miscellaneous Physical Investment

In addition to the categories of major Federal investment,
several miscellaneous categories of investment outlays
are shown at the bottom of Table 6-1. These items, all for
physical investment, are generally unrelated to improving
Government operations or enhancing economic activity.

Outlays for commodity inventories are for the pur-
chase or sale of agricultural products pursuant to farm
price support programs and other commodities. Sales are
estimated to exceed purchases by $43 million in 2010.

Outlays for other miscellaneous physical investment
are estimated to be $4.8 billion in 2010. This category
consists entirely of direct Federal outlays and includes
primarily conservation programs.



36

ANALYTICAL PERSPECTIVES

Detailed Table on Investment Spending

The following table provides data on budget authority
as well as outlays for major Federal investment divided

according to grants to State and local governments and
direct Federal spending. Miscellaneous investment is not
included because it is generally unrelated to improving
Government operations or enhancing economic activity.

Table 6-2. FEDERAL INVESTMENT BUDGET AUTHORITY AND OUTLAYS: GRANT AND DIRECT FEDERAL PROGRAMS

(In millions of dollars)

Budget Authority Outlays
Description 2008 2009 2010 2008 2009 2010
Actual Estimate Estimate Actual Estimate Estimate
GRANTS TO STATE AND LOCAL GOVERNMENTS
Major public physical investments:
Construction and rehabilitation:
Transportation:
Highways 38,438 58,338 41,193 36,747 44,622 52,935
Mass transportation 10,316 18,468 10,170 9,846 13,155 14,020
Rail transportation 70 8,115 1,000 ... 209 1,261
Air transportation 3,404 4,920 3,515 3,808 3,608 4,156
Subtotal, transportation . 52,228 89,841 55,878 50,401 61,594 72,372
Other construction and rehabilitation:
Pollution control and abatement 1,962 8,361 4,293 2,484 2,605 3,776
Community and regional development ... 18,968 10,030 5,542 10,221 10,893 12,312
Housing assistance 6,187 16,066 6,299 7,629 10,937 9,706
Other construction 483 933 578 418 548 735
Subtotal, other construction and rehabilitation 27,600 35,390 16,712 20,752 24,983 26,529
Subtotal, construction and rehabilitation .......... 79,828 125,231 72,590 71,153 86,577 98,901
Other physical aSSets ...........ccoervrrrirrnenes 1,539 1,854 1,705 1,565 1,678 1,627
Subtotal, major public phySiCal CAPIAl ..........everrrrerererernriesissesissessssesss s ssesssssssessens 81,367 127,085 74,295 72,718 88,255 100,528
Conduct of research and development:
Agriculture 308 347 346 320 317 332
Other 255 309 396 279 369 379
Subtotal, conduct of research and developmENt .........ccveieieireereieisesesessseennnens 563 656 742 599 686 711
Conduct of education and training:
Elementary, secondary, and vocational education 35,740 113,525 39,681 37,453 43,957 76,391
Higher education 438 452 452 519 523 486
Research and general education aids 789 1,100 841 757 797 920
Training and employment 3,496 6,405 3,656 3,293 4,389 5,061
Social services 10,433 15,946 10,836 10,354 12,671 13,156
Agriculture 458 498 512 424 458 547
Other 1,805 2,511 2,107 1,766 2,486 2,088
Subtotal, conduct of education and trainiNg ..........eceeeerrereerreeeneerireeeesseeeseesseeeeeens 53,159 140,437 58,085, 54,566 65,281 98,649
Subtotal, grants for investment 135089|  268178| 133122  127,883|  154222| 199,888
DIRECT FEDERAL PROGRAMS
Major public physical investment:
Construction and rehabilitation:
National defense:
Military construction and family housing 13,955 18,505 14,606 8,175 12,361 15,750
Atomic energy defense activities and other . 351 257 208 381 241 219
Subtotal, national defense ................ 14,306 18,762 14,814 8,556 12,602 15,969
Nondefense:
International affairs .........ccccoerirerriieisisses s 863 1,857 1,057] 601 1,296 1,918
General science, space, and technology 2,855 2,557 2,465 3,189 2,605 2,125
Water resources projects 6,211 10,184 2,995 2,937 6,955 5,628
Other natural resources and environment 877 1,703 792 901 915 1,156
Energy 2,487 10,254 3,047 2,164 4,899 5,691
Federal Housing Administration 391 6,845 9 376 6,851 47
Postal Service ... 1,425 663 1,028 1,057 946 250
Transportation ........... 393 368 189 118 180 378
National Infrastructure Bank 0 0 5000 0 0 960
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Table 6-2. FEDERAL INVESTMENT BUDGET AUTHORITY AND OUTLAYS: GRANT AND DIRECT FEDERAL PROGRAMS—Continued

(in millions of dollars)

Budget Authority Outlays
Description 2008 2009 2010 2008 2009 2010
Actual Estimate Estimate Actual Estimate Estimate
Veterans hospitals and other health facilities ............ccccoeveereireiieiieiesieiecieinns 4,401 8,042 2,026 3,178 3,942 3,606
Administration of JUSHCE ..........coeevreeenrenn. 2,262 2,537 1,885 1,566 2,199 2,892
GSA real property activities 1,445 6,747 1,154 1,533 2,383 3,199
Other construction 1,145 3,214 2,357 1,246 1,653 1,848
Subtotal, nondefense 24,755 54,971 24,004 18,866 34,824 29,698
Subtotal, construction and rehabilitation 39,061 73,733 38,818 27,422 47,426 45,667
Acquisition of major equipment:
National defense:
Department of Defense 165,097 132,822 131,304 117,480 142,747 140,145
Atomic energy defense activities 406 479 573 327 326 515
Subtotal, National dEfENSE .........ccuieriueiriircie e 165,503 133,301 131,877 117,807 143,073 140,660
Nondefense:
General science and basiC rESEAC ... 668 1,557 812 622 798 1,176
Space flight, research, and supporting activities .... 90 193 180 110 148 139
Postal Service 832 1,049 1,496 923 1,132 525
Air transportation 3,535 4,667 3,748 3,398 3,963 4,052
Water transportation (Coast Guard) 927 1,396 1,229 1,034 1,318 1,484
Other transportation (railroads) 1,325 2,790 1,502 1,309 1,860 2,282
Hospital and medical care for veterans ... 1,480 1,430 1,969 1,273 1,428 1,505
Veterans Information Technology ..... 2,358 2,798 3,307 1,989 2,568 3,141
Law enforcement activities ............c...... 2,070 2,179 1,963 1,890 1,795 2,093
Department of the Treasury (fiscal operations) 311 279 287 312 243 274
Department of Commerce (NOAA) 978 1,842 1,391 1,074 1,039 1,487
GSA general services funds 823 1,024 1,044 823 1,024 1,044
(] S 755 1,503 1,069 816 1,351 1,212
Subtotal, nondefense 16,152 22,707 19,997 15,573 18,667 20,414
Subtotal, acquisition of major equipment 181,655 156,008 151,874 133,380 161,740 161,074
Purchase or sale of land and structures:
National defense 25 -14 27 -52 -18 -18
Natural resources and environment 194 201 244 166 183 226
General government 142 150 141 141 151 141
OB oo 20 141 156 30 31 112
Subtotal, purchase or sale of land and structures 381 478 514 285 347 461
Subtotal, major public physical INVESIMENT ..........coeririrrrreerereseesese e 221,097 230,219 191,206 161,087 209,513 207,202
Conduct of research and development:
National defense:
Defense military 80,069 81,713 79,635 75,782 78,782 79,816
Atomic energy and other 3,761 3,544 3,798 3,818 3,487 3,728
Subtotal, national defense 83,830 85,257 83,433 79,600 82,269 83,544
Nondefense:
International affairs 255 255 255 269 258 233
General science, space, and technology:
NASA oo 9,632 8,827 8,567 10,245 10,126 8,652
National Science Foundation 4,124 6,945 4,900 3,781 4,451 5,729
Department of ENergy .........cccocvevuneveens 3,405 4,395 3,788 3,001 3,966 3,968
Other general science, space, and technology 694 802 826 834 809 826
Subtotal, general science, space, and technology 18,010 21,224 18,336 18,130 19,610 19,408
ENMBIGY oottt 1,854 3,355 2,073 1,215 1,863 2,977
Transportation:
Department of Transportation 782 811 832 544 660 649
633 650 507 637 785 557
25 18 20 13 17 15
3,294 4,834 3,432 2,409 3,325 4,198
Health:
National Institutes of Health 28,412 38,515 30,051 28,185 31,936 34,386
All other health 505 1,128 483 431 458 704
Subtotal, health 28,917 39,643 30,534 28,616 32,394 35,090
AGHCURUIE oo 1,558 1,579 1,489 1,533 1,554 1,510
Natural resources and environment 2,069 2,245 2,218 1,866 1,917 2,070
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Table 6-2. FEDERAL INVESTMENT BUDGET AUTHORITY AND OUTLAYS: GRANT AND DIRECT FEDERAL PROGRAMS—Continued

(in millions of dollars)

Budget Authority Outlays
Description 2008 2009 2010 2008 2009 2010
Actual Estimate Estimate Actual Estimate Estimate
National Institute of Standards and TeChNOIOGY ...........cuuevuevriireernriirineiereeseeeens 393 537 494 418 516 560
Hospital and medical care for veterans ..... 960 1,020 1,160 874 986 1,102
All other research and development ..... 1,018 1,077 1,239 902 1,230 1,098
Subtotal, NONAEfENSE ......ovvverrerrirrrerrirene 56,219 72,159 58,902 54,748 61,532 65,036
Subtotal, conduct of research and development ... 140,049 157,416 142,335 134,348 143,801 148,580
Conduct of education and training:
Elementary, secondary, and vocational edUCAtION ..........cceueureeerinirinsinsinsineessississesseesseenns 1,434 1,529 1,505 1,429 1,511 1,502
Higher education ... 24,616 15,163 15,870 23,758 -79 20,606
Research and general education aids . 2,035 2,212 2,296 1,997 2,141 2,229
Training and employment ............ccccc.... 1,913 3,664 2,673 1,990 2,163 2,821
HEAIN ..o 1,463 1,669 1,649 1,461 1,438 1,615
Veterans education, training, and rehabilitation . 3,728 4814 9,219 3,634 5,151 9,170
General science and basic research ................. 958 1,105 1,066 970 1,055 1,087
International affairs ..........cc.ccccoveereienn. 545 569 664 530 543 615
L] OO 696 1,000 1,062 629 1,006 1,029
Subtotal, conduct of education and training ... 37,388 31,725 36,004 36,398 14,929 40,674
Subtotal, direct Federal investment 398534  419360|  369,545|  331,833]  368,243| 396,456
Total, Federal investment 533,623 687,538 502,667 459,716 522,465 596,344

PART II: FEDERALLY FINANCED CAPITAL STOCKS

Federal investment spending creates a “stock” of capi-
tal that is available for future productive use. Each year,
Federal investment outlays add to this stock of capital. At
the same time, however, wear and tear and obsolescence
reduce it. This section presents very rough measures over
time of three different kinds of capital stocks financed by
the Federal Government: public physical capital, research
and development (R&D), and education.

Federal spending for physical assets adds to the
Nation’s capital stock of tangible assets, such as roads,
buildings, and aircraft carriers. These assets deliver a
flow of services over their lifetime. The capital depreciates
as the asset ages, wears out, is accidentally damaged, or
becomes obsolete.

Federal spending for the conduct of R&D adds to an “in-
tangible” asset, the Nation’s stock of knowledge. Spending
for education adds to the stock of human capital by pro-
viding skills that help make people more productive.
Although financed by the Federal Government, the R&D
or education can be carried out by Federal or State gov-
ernment laboratories, universities and other nonprofit or-
ganizations, local governments, or private industry. R&D
covers a wide range of activities, from the investigation
of subatomic particles to the exploration of outer space;
it can be “basic” research without particular applications
in mind, or it can have a highly specific practical use.
Similarly, education includes a wide variety of programs,
assisting people of all ages beginning with pre-school edu-
cation and extending through graduate studies and adult
education. Like physical assets, the capital stocks of R&D
and education provide services over a number of years
and depreciate as they become outdated.

For this analysis, physical and R&D capital stocks are
estimated using the perpetual inventory method. Each
year’s Federal outlays are treated as gross investment,
adding to the capital stock; depreciation reduces the cap-
ital stock. Gross investment less depreciation is net in-
vestment. The estimates of the capital stock are equal to
the sum of net investment in the current and prior years.
Conversely, the year-to-year change in the capital stock
estimates is annual net investment. A limitation of the
perpetual inventory method is that the original invest-
ment spending may not accurately measure the current
value of the asset created, even after adjusting for infla-
tion, because the value of existing capital changes over
time due to changing market conditions. However, alter-
native methods for measuring asset value, such as direct
surveys of current market worth or indirect estimation
based on an expected rate of return, are especially diffi-
cult to apply to assets that do not have a private market,
such as highways or weapons systems.

In contrast to physical and R&D stocks, the estimate
of the education stock is based on the replacement cost
method. Data on the total years of education of the U.S.
population are combined with data on the current cost
of education and the Federal share of education spend-
ing to yield the cost of replacing the Federal share of the
Nation’s stock of education.

It should be stressed that these estimates are rough
approximations, and provide a basis only for making
broad generalizations. Errors may arise from uncertainty
about the useful lives and depreciation rates of different
types of assets, incomplete data for historical outlays, and
imprecision in the deflators used to express costs in con-
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stant dollars. The methods used to estimate capital stocks
are discussed further in the technical note at the end of
Chapter 13, “Stewardship,” in this volume. Additional
detail about these methods appeared in a methodologi-
cal note in Chapter 7, “Federal Investment Spending and
Capital Budgeting,” in the Analytical Perspectives vol-
ume of the 2004 Budget.

The Stock of Physical Capital

This section presents data on stocks of physical capital
assets and estimates of the depreciation of these assets.

Trends. Table 6—3 shows the value of the net federally
financed physical capital stock since 1960, in constant fis-
cal year 2000 dollars. The total stock grew at a 2.2 percent
average annual rate from 1960 to 2008, with periods of
faster growth during the late 1960s and the 1980s. The
stock amounted to $2,398 billion in 2008 and is estimated
to increase to $2,527 billion by 2010. In 2008, the national
defense capital stock accounted for $742 billion, or 31 per-
cent of the total, and nondefense stocks for $1,657 billion,
or 69 percent of the total.

Real stocks of defense and nondefense capital show
very different trends. Nondefense stocks have grown con-
sistently since 1970, increasing from $470 billion in 1970
to $1,657 billion in 2008. With the investments proposed
in the budget, nondefense stocks are estimated to grow to
$1,727 billion in 2010. During the 1970s, the nondefense
capital stock grew at an average annual rate of 5.0 per-

cent. In the 1980s, however, the growth rate slowed to 2.9
percent annually, with growth continuing at about that
rate since then.

Real national defense stocks began in 1970 at a rela-
tively high level, and declined steadily throughout the
decade as depreciation from investment in the Vietnam
era exceeded new investment in military construction
and weapons procurement. Starting in the early 1980s,
a large defense buildup began to increase the stock of
defense capital. By 1987, the defense stock exceeded its
earlier Vietnam-era peak. In the early 1990s, however,
depreciation on the increased stocks and a slower pace of
defense physical capital investment began to reduce the
stock from its previous levels. The increased defense in-
vestment in the last few years has reversed this decline,
increasing the stock from a low of $631 billion in 2001 to
$800 billion in 2010.

Another trend in the Federal physical capital stocks is
the shift from direct Federal assets to grant-financed as-
sets. In 1960, 39 percent of federally financed nondefense
capital was owned by the Federal Government, and 61
percent was owned by State and local governments but
financed by Federal grants. Expansion in Federal grants
for highways and other State and local capital, coupled
with slower growth in direct Federal investment for wa-
ter resources, for example, shifted the composition of the
stock substantially. In 2008, 26 percent of the nondefense
stock was owned by the Federal Government and 74 per-
cent by State and local governments.

Table 6-3. NET STOCK OF FEDERALLY FINANCED PHYSICAL CAPITAL
(In billions of 2000 dollars)

Direct Federal Capital Capital Financed by Federal Grants
Fiscal Year National Total Water Community Natural
Total Defense [Nondefense| Total |and Power | Other Total  [Transportation |and Regional | Resources Other
Five year intervals:
1960 ..o 849 608 242 95 59 36 146 89 27 21 10
1965 ..ot 937 589 348 123 74 49 225 158 32 22 13
1970 s 1,101 630 470 146 88 58 324 230 47 26 21
1975 s 1,137 545 592 166 102 64 426 282 76 42 25
1980 ..o 1,258 494 763 195 123 72 568 342 121 79 27
1985 oo e 1,462 572 890 222 136 86 668 397 146 100 26
1990 oo e 1,740 722 1,018 256 147 109 762 462 158 113 28
1995 oo 1,882 714 1,168 297 157 141 871 534 168 123 46
Annual data:
2000 oo 1,979 635 1,345 337 160 178 1,007 618 183 131 75
2007 oo 2,023 631 1,391 351 163 188 1,040 640 186 132 81
2002 ..o 2,078 636 1,442 366 165 201 1,076 666 189 134 87
2003 ..o 2,138 646 1,492 380 166 213 1,112 690 193 135 94
2004 ..o 2,198 662 1,536 390 168 223 1,146 714 196 136 100
2005 ..ot 2,256 680 1,575 400 168 232 1,176 736 198 137 105
2006 ..voeeeeeer s 2,316 701 1,614 410 169 240 1,205 758 199 138 109
2007 oo 2,327 709 1,618 411 170 242 1,206 756 203 138 109
2008 .o 2,398 742 1,657 424 171 253 1,233 778 203 139 113
2009 €St vvurvrerereer e 2,449 765 1,683 440 177 263 1,243 785 204 139 115
2010 €St v 2,527 800 1,727 450 178 271 1,277 811 208 141 118
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The growth in the stock of physical capital financed by
grants has come in several areas. The growth in the stock
for transportation is largely grants for highways, includ-
ing the Interstate Highway System. The growth in com-
munity and regional development stocks occurred largely
following the enactment of the community development
block grant in the early 1970s. The value of this capital
stock has grown only slowly in the past few years. The
growth in the natural resources area occurred primar-
ily because of construction grants for sewage treatment
facilities. The value of this federally financed stock has
increased about 40 percent since the mid-1980s.

The Stock of Research and Development Capital

This section presents data on the stock of research and
development (R&D) capital, taking into account adjust-
ments for its depreciation.

Trends. As shown in Table 6—4, the R&D capital stock
financed by Federal outlays is estimated to be $1,199 bil-
lion in 2008 in constant 2000 dollars. Roughly half is the
stock of basic research knowledge; the remainder is the
stock of applied research and development.

The nondefense stock accounted for about three-
fifths of the total federally financed R&D stock in 2008.
Although investment in defense R&D has exceeded that
of nondefense R&D in nearly every year since 1981, the

nondefense R&D stock is actually the larger of the two,
because of the different emphasis on basic research and
applied research and development. Defense R&D spend-
ing is heavily concentrated in applied research and devel-
opment, which depreciates much more quickly than basic
research. The stock of applied research and development
is assumed to depreciate at a ten percent geometric rate,
while basic research is assumed not to depreciate at all.

The defense R&D stock rose slowly during the 1970s, as
gross outlays for R&D trended down in constant dollars
and the stock created in the 1960s depreciated. Increased
defense R&D spending from 1980 through 1990 led to a
more rapid growth of the R&D stock. Subsequently, real
defense R&D outlays tapered off, depreciation grew, and,
as a result, the real net defense R&D stock stabilized at
around $420 billion. Renewed spending for defense R&D
in recent years has begun to increase the stock, and it is
projected to increase to $487 billion in 2010.

The growth of the nondefense R&D stock slowed from
the 1970s to the 1980s, from an annual rate of 3.8 percent
in the 1970s to a rate of 2.1 percent in the 1980s. Gross
investment in real terms fell during much of the 1980s,
and about three-fourths of new outlays went to replacing
depreciated R&D. Since 1988, however, nondefense R&D
outlays have been on an upward trend while depreciation
has edged down. As a result, the net nondefense R&D
capital stock has grown more rapidly.

TABLE 6-4. NET STOCK OF FEDERALLY FINANCED RESEARCH AND DEVELOPMENT !
(In billions of 2000 dollars)

National Defense Nondefense Total Federal
Fiscal ear Total R i%sz;r:ch Re?e%ﬁiltﬁdand Total R fsa(lese;(r;ch Re:epaelclﬁdand Total R :ic,isel(r:ch Re?egprlclﬁdand
Development Development Development
Five year intervals:
261 16 245 215 67 148 475 82 393
276 21 255 262 97 165 538 118 421
279 25 255 311 131 179 590 156 434
321 30 291 339 174 165 659 204 455
403 36 366 383 228 154 785 264 521
423 43 380 461 293 168 883 336 548
423 48 375 542 367 175 965 416 550
421 50 370 563 386 177 984 436 548
419 52 368 587 406 181 1,006 458 549
423 53 370 613 427 186 1,036 480 556
428 54 374 639 449 190 1,067 503 564
442 56 387 660 469 191 1,102 525 578
452 57 395 684 490 194 1,136 547 589
462 58 404 706 510 196 1,168 568 600
470 59 411 729 531 197 1,199 590 608
2009 est. ... 479 60 418 756 557 199 1,235 617 617
2010 St oo 487 61 425 785 584 201 1,272 645 626

1 Excludes stock of physical capital for research and development, which is included in Table 6-3.
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The Stock of Education Capital

This section presents estimates of the stock of educa-
tion capital financed by the Federal Government.

As shown in Table 6-5, the federally financed educa-
tion stock is estimated at $1,591 billion in 2008 in constant
2000 dollars. The vast majority of the Nation’s education
stock is financed by State and local governments, and by
students and their families themselves. This federally fi-
nanced portion of the stock represents about 3 percent of

the Nation’s total education stock.! Nearly three-quar-
ters is for elementary and secondary education, while the
remainder is for higher education.

The federally financed education stock has grown
steadily in the last few decades, with an average annual
growth rate of 5.1 percent from 1970 to 2008. The expan-
sion of the education stock is projected to continue under
this budget, with the stock rising to $1,749 billion in 2010.

1 For estimates of the total education stock, see table 13-5 in Chapter 13, “Stewardship.”

Table 6-5. NET STOCK OF FEDERALLY FINANCED EDUCATION CAPITAL
(In billions of 2000 dollars)

Total Elementary
Fiscal Year Education and Secondary Higher
Stock Education Education
Five year intervals:
7 51 20
102 74 28
234 184 50
349 282 67
482 379 103
577 434 143
733 546 188
878 641 237
1,135 827 308
1,188 863 325
1,235 898 337
1,277, 930 347
1,325 958 367
1,356 990 367
1,432 1,027, 405
1,511 1,081 430
1,591 1,142 449
2009 est. . 1,629 1,183 446
2010 €St v, 1,749 1,281 467







7. CREDIT AND INSURANCE

The Federal Government offers direct loans and loan
guarantees to support a wide range of activities includ-
ing housing, education, business and community develop-
ment, and exports. The Federal Government also permits
certain privately owned companies, called Government-
Sponsored Enterprises (GSEs), to operate under Federal
charters for the purpose of enhancing credit availability
for targeted sectors. Through its insurance programs, the
Federal Government insures deposits at depository insti-
tutions, guarantees private defined-benefit pensions, and
insures against some other risks such as flood and ter-
rorism. Recently, with private credit markets barely func-
tioning, GSEs have been playing more active roles in the
secondary market, Federal credit programs have been en-
deavoring to accommodate more borrowers, and govern-
ment guarantees and insurance have been expanded to
new areas of the economy.

This chapter discusses the roles of these diverse pro-
grams:

e The first section emphasizes the roles of Federal
credit and insurance programs in addressing
market imperfections that may prevent the pri-
vate market from efficiently providing credit
and insurance.

e The second section discusses individual credit
programs and the GSEs intended to support
four sectors: housing, education, business and
community development, and exports.

e The third section reviews Federal deposit insur-
ance, pension guarantees, disaster insurance,
and insurance against terrorism and other secu-
rity-related risks.

e The fourth section discusses the Federal re-
sponse to the recent financial market crisis.

I. THE FEDERAL ROLE

Credit and insurance markets often suffer from market
imperfections and can require regulation or other govern-
ment involvement to function well. Relevant market im-
perfections include information failures, limited ability to
secure resources, insufficient competition, externalities,
and economic disequilibrium. Federal credit and insur-
ance programs may improve economic efficiency if they
effectively fill the gaps created by market imperfections.
But the presence of a market imperfection does not mean
that Government intervention will always be effective. To
be effective, a credit or insurance program should be care-
fully designed to reduce inefficiencies in the targeted area
while minimizing inefficiencies elsewhere.

Information Failures. Financial intermediaries may
fail to allocate credit to credit-worthy borrowers if there
is an asymmetry in the information available to different
agents in the market place. For example, some groups of
borrowers, such as students and start-up businesses, have
limited incomes and credit histories, which can make it
difficult for financial institutions to distinguish between
borrowers who represent good and bad risks. In this cir-
cumstance, “adverse selection” can cause the pool of bor-
rowers to disproportionately contain bad risks, thereby
causing creditworthy borrowers belonging to these groups
to fail to obtain credit or to be forced to pay excessive-
ly high interest rates. Government credit programs can
sometimes expand the pool of borrowers in such a way
that pricing becomes attractive to a wider set of potential
borrowers. Another example is caused by “moral hazard”
problems, where the borrower or insured could behave so
as to take advantage of the lender or insurer. This is the
case for pension guarantees, where sponsors might under-
fund plans, and for deposit insurance, where banks might

take more risk to earn a higher return. In these cases, the
Government’s legal and regulatory powers can provide an
advantage in comparison with a private insurer.

Limited Ability to Secure Resources. The ability
of private entities to absorb losses is more limited than
that of the Federal Government, which has general tax-
ing and borrowing authority and can therefore spread
risk more widely. For some events potentially involving a
very large loss concentrated in a short time period, there-
fore, Government insurance can be more reliable. Such
events include large bank failures and some natural and
man-made disasters that can threaten the solvency of pri-
vate insurers. In addition, some lenders may have limited
funding sources. Small local banks, for example, may have
to rely largely on local deposits.

Insufficient Competition. Competition can be insuf-
ficient in some markets because of barriers to entry or
economies of scale. Insufficient competition may result in
unduly high prices of credit and insurance in those mar-
kets.

Externalities. Decisions at the individual level are
not socially optimal when individuals do not capture the
full benefit (positive externalities) or bear the full cost
(negative externalities) of their activities. Education, for
example, generates positive externalities because the
general public benefits from the high productivity and
good citizenship of a well-educated person. Pollution,
in contrast, is a negative externality, from which other
people suffer. Without Government intervention, people
will engage less than is socially optimal in activities that
generate positive externalities and more in activities that
generate negative externalities.

43
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Economic Disequilibrium. Another rationale for
Federal intervention is economic disequilibrium. This is
one rationale for deposit insurance and the recent exten-
sion of guarantees to money market funds. If many banks
and other financial institutions are hurt simultaneously
by an economic shock, such as the one the Nation is cur-
rently experiencing, and depositors have a hard time
knowing which ones may become insolvent, deposit in-

surance prevents a contagious rush to withdraw deposits
that could harm the entire economy.

Reducing Inequality and Increasing Access. In
addition to correcting market failures, Federal credit
programs are often used to provide subsidies that reduce
inequalities or extend opportunities to disadvantaged re-
gions or segments of the population.

II. CREDIT IN FOUR SECTORS

Housing Credit Programs and GSEs

Through housing credit programs, the Federal
Government promotes homeownership and housing
among various target groups, including low-income peo-
ple, veterans, and rural residents. The primary function
of housing GSEs is to increase liquidity in the mortgage
market.

Federal Housing Administration

The Federal Housing Administration (FHA) guaran-
tees mortgage loans to provide access to homeownership
for people who may have difficulty obtaining a conven-
tional mortgage. FHA has been a primary facilitator
of mortgage credit for first-time and minority buyers,
pioneered products such as the 30-year self-amortizing
mortgage, and enhanced the credit of many moderate and
low-income households. It continues to have an impor-
tant place in the mortgage market, but its role—and its
risks—evolve.

FHA and the Mortgage Market

Shortly into the new millennium, FHA’s market pres-
ence diminished greatly as lower interest rates increased
the affordability of mortgage finance and as more borrow-
ers used emerging non-prime products, including sub-
prime and Alt-A mortgages. Many of these products had
exotic and risky features such as low “teaser rates” offered
for periods as short as the first two years of the mortgage,
high loan-to-value ratios (with some mortgages exceeding
the value of the house), and interest-only loans requiring
full payoff at a set future date. The Alt-A mortgage made
credit easily available by not requiring documentation of
income or assets. This competition eroded FHA’s market
share, reducing it from 10 percent in 2000 to 2 percent in
2005.

Starting at the end of 2007 and continuing through
the present day, the availability of FHA and Government
National Mortgage Association credit guarantees have
been important counter-cyclical responses to the tighten-
ing of the private credit markets. With few conventional
options, borrowers and lenders have flocked to FHA mort-
gages which have the advantages of being widely under-
stood in the mortgage market, and offering ready access
to the secondary markets through “full faith and credit”
securitization by the Government National Mortgage
Association. FHA’s market share soared to 22 percent at
the end of 2008.

FHA’s presence has supported the purchase market
and enabled existing homeowners to re-finance at today’s
lower rates. If not for such re-financing options, many ho-
meowners would face higher risk of foreclosure due to the
less favorable terms of their current mortgages.

FHA’s reverse mortgage program—its Home Equity
Conversion Mortgage program, or HECM—has grown
steadily throughout the decade. This program allows el-
derly homeowners to tap their home equity to help meet
their retirement needs. FHA has successfully pioneered
an innovative product that has served many borrowers.
From a small pilot started in 1990, the program grew into
a $24 billion program annually by 2008. This program
growth is attributable to a combination of factors: the
sharp growth in home equity attributable to strong hous-
ing price appreciation through most of the decade, the
growing population of eligible elderly homeowners, and
increased marketing efforts by lenders offering the prod-
uct.

While the provision of FHA insurance is serving a
valuable role in addressing the needs of the present, the
potential return of conventional finance to the mortgage
market --with appropriate safeguards for consumers and
investors including proper assessment and disclosure of
risk-- would broaden both the options available to bor-
rowers and the sources of capital to fund those options.
Nevertheless, FHA will continue to play an important
role in the mortgage market going forward.

FHA’s Budget Costs

Throughout the recent period of stress in the mortgage
market and into the Budget’s projections for 2010, FHA,
like all other mortgage market participants, has faced sig-
nificant financial risk and incurred large costs associated
with defaults. FHA made several improvements to its
forecasting abilities and used its analysis to identify par-
ticularly high-cost mortgages. The estimates for FHA’s
budgetary effects have been improved and in doing so ad-
ditional costs have been identified and reported. Since
1992, the net cost of FHA Mutual Mortgage single-family
insurance has been re-estimated and increased by a total
of $29 billion excluding interest.

FHA improved its projections of default claims, cor-
recting a structural under-estimation and producing fine-
grained data on the relationship between underwriting
variables and subsequent loan performance. These re-
views also shed light on the high costs of Seller-Financed
Downpayment Assistance Loans that, having both ex-
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tremely high claim rates (over 30 percent in some co-
horts) and poor recoveries on claims, contributed greatly
to the re-estimates. (These loans are distinct from down-
payment assistance provided by government agencies.)
The upward cost re-estimates occurred even as the hous-
ing market in general was prospering through the middle
part of this decade and strong house price growth in-
creased the proceeds FHA took in from foreclosure sales.
As more borrowers opted for non-prime private products,
FHA’s market share dwindled and its proportion of bor-
rowers with Seller-Financed Downpayment Assistance
grew sharply.

One of the major benefits of an FHA-insured mortgage
is that it provides an option for borrowers who only make
a modest downpayment, but show that they are credit-
worthy and have sufficient income to afford the house
they want to buy. The disadvantage to these low down-
payment mortgages (most FHA loans have less than five
percent down) is that they have little in the way of an
equity cushion should house prices decline. When normal
income changes from job loss or divorce occur, the limited
equity cushion associated with low downpayments make
mortgage defaults more likely.

FHA has safeguards (such as documenting income)
to protect it from the worst credit-risk exposure, such
as that experienced in the subprime and Alt-A markets.
All parties that have credit-risk, however, have been sig-
nificantly hurt by the recent house price depreciation
and the prospect of continued weakness in the near-
term. FHA’s exposure is more limited, however, due to
a relatively lower number of mortgages in higher cost
markets and historically low levels of originations until
2008. Moreover, even with growing proportions of Seller-
Financed Downpayment Assistance Loans in its portfolio,
FHA’s portfolio performance has experienced lower levels
of defaults than the subprime sector, and less significant
declines in performance than Alt-A loans. Accordingly,
the Budget’s re-estimates of FHA costs incorporate pru-
dent projections of risk.

The FHA reverse mortgage product, HECMs, has expe-
rienced significant cost increases. This product displays
unique risks—its borrowers generally make no payments
until their home is sold, and its costs are particularly
sensitive to long-term house price appreciation. As the
average term of a HECM is longer than a forward mort-
gage, trends in house prices may compound, creating a
proportionally larger effect on costs than for the forward
program. The decline in house prices has adversely af-
fected the projected credit performance of HECMs. As a
result, in 2010 the program has a positive subsidy rate
for the first time and the Budget proposes an indefinite
appropriation of credit subsidy to ensure demand for this
program is met by FHA.

Combining all these factors, FHA recorded a re-esti-
mate excluding interest of $9 billion in 2009 in the ex-
pected costs of its outstanding portfolio of insurance on
forward mortgage activity. In addition, the FHA General
and Special Risk Insurance Fund was re-estimated for
an additional $6 billion, excluding interest, the bulk of
which was caused by projected HECM losses. Under the

provisions of the Federal Credit Reform Act, these costs
are recorded as mandatory outlays in the year the re-es-
timates are performed and will increase the 2009 deficit.
These re-estimate costs are analogous to private lenders
increasing their reserves to cover expected losses on their
loan portfolio. According to its annual actuarial analysis,
despite these estimates, FHA has still maintained ade-
quate capital ratios (a measure of the economic value of
the fund relative to mortgage insurance in force), which
fell from over 6 percent in 2007 to just over 3 percent in
2008. In these turbulent times it is important to careful-
ly monitor capital adequacy measures, even while recog-
nizing that unlike private lenders, the guarantee on FHA
and other federal loans is backed by the full faith and
credit of the Federal Government, and is not dependent
on capital reserves.

Continued short-term weakness in house prices and
a long-term expectation that price appreciation will re-
bound to a modest rate of growth also increases risks on
new FHA loan guarantees endorsed in 2010. The cost
effects identified in the re-estimates of the existing FHA
portfolio also inform the credit subsidy estimates for new
activity in both forward mortgages and HECMs.

Recent Program Changes

FHA’s authorities and the terms of its loans were sig-
nificantly amended in 2008 by the Housing and Economic
Recovery Act (HERA). The most significant in the near-
term is a substantial increase in the overall maximum
dollar amount of an individual mortgage from $362,790
to $625,000 in higher priced metropolitan areas. (A tem-
porary limit of $729,750, enacted in response to the finan-
cial crisis, is in effect during calendar year 2009.) This in-
crease will enable FHA to continue to offer its insurance
to lower and middle-market purchasers in high-priced ar-
eas where FHA was previously not a practical option due
to the lack of homes priced under the national FHA limit.

HERA also explicitly authorizes FHA to offer risk-
based premia that vary with the risk of default, as in-
dicated by the borrower’s downpayment percentage and
credit history. Though Congress enacted a delay in the
implementation of this measure, risk-based pricing holds
the potential to create more opportunities for potential
homeowners who may face limited mortgage options. For
example, first-time buyers with a strong credit record but
little savings could finance a higher percent of the pur-
chase than FHA currently allows. Alternatively, a bor-
rower with a poor credit history but who has accumulated
savings for a larger downpayment could qualify for more
favorable terms with FHA than are available in the con-
ventional market.

Such a flexible premium structure is a way to more
fairly price the FHA guarantee to individual borrowers. It
creates incentives (lower premium payments) for borrow-
ers to take steps to improve their credit or save more for a
downpayment. At the same time it eliminates the current
incentive for higher-risk borrowers to use FHA because
they are undercharged relative to the risk they pose.

HERA also terminated Seller-Financed Downpayment
Assistance mortgages. HUD had found in its actuarial
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review that these loans defaulted at a rate exceeding 30
percent. A GAO report also found that such loans were
circular financing arrangements that circumvented FHA
downpayment requirements by inflating the cost to pro-
vide the funds for this “assistance.” Termination of this
type of downpayment assistance is beneficial to the credit
subsidy effects of FHA, saving over $1 billion in estimated
annual subsidy costs.

In addition, HERA simplified downpayment require-
ments and created a homeowner minimum cash invest-
ment of 3.5 percent. This retention of a downpayment
helps protect FHA from defaults. While this is a mini-
mal requirement, the notion of borrowers having “skin
in the game” is important. As both the Seller-Financed
Downpayment Assistance loans and the recent explosion
in loans containing “negative equity” illustrate, the lack of
such investment is harmful to loan performance.

Finally, HERA created the Hope for Homeowners pro-
gram, designed to offer a new FHA product to borrowers
paying a very high share of their income on their mort-
gage and therefore at risk of default. FHA and its partner
entities on the program’s board have made strong efforts
to implement this program but participation thus far
has been minimal. The Administration supports modifi-
cations to the program to make it more attractive while
retaining important safeguards against excessive risk.
These amendments include more underwriting flexibility
and lower premia and appreciation sharing assessments.

VA Housing Program

The Department of Veterans Affairs (VA) assists vet-
erans, members of the Selected Reserve, and active duty
personnel in purchasing homes as recognition of their
service to the Nation. The housing program substitutes
the Federal guarantee for the borrower’s down payment,
making the lending terms more favorable than loans with-
out a VA guarantee. VA provided 102,306 zero down pay-
ment loans in 2008. Both loan volume and the number of
borrowers increased significantly in 2008, as the recent
tightening of the credit markets made the VA-guaranteed
loan program more attractive to eligible homebuyers. VA
provided $36 billion in guarantees to assist 178,945 bor-
rowers in 2008, compared with $24 billion and 129,216
borrowers in 2007.

To help veterans retain their homes and avoid the ex-
pense and damage to their credit resulting from foreclo-
sure, VA intervenes aggressively to reduce the likelihood
of foreclosures when loans are referred to VA after miss-
ing three payments. VA’s actions resulted in 54 percent of
such delinquent loans avoiding foreclosure in 2008.

Rural Housing Service

The U.S. Department of Agriculture’s Rural Housing
Service (RHS) offers direct and guaranteed loans and
grants to help very low- to moderate-income rural resi-
dents buy and maintain adequate, affordable housing. The
single-family guaranteed loan program guarantees up to
90 percent of a private loan for low- to moderate-income
(115 percent of median income or less) rural residents. In
2008, nearly $7.3 billion in assistance was provided by

RHS for homeownership loans and loan guarantees; $6.2
billion in guarantees went to more than 67,000 households.
Historically, RHS has offered both direct and guar-
anteed homeownership loans. However, the direction
of Rural Development’s single-family housing mortgage
assistance over the last two decades has been towards
guaranteed loans. The single-family housing guaranteed
loan program was newly authorized in 1990 at $100 mil-
lion and has grown into a $6 billion plus guaranteed loan
program annually. This program allows low- to moderate-
income rural residents to buy or refinance a home. The
2010 Budget maintains the approximate 2009 loan level
of $6.2 billion. This level of funding is expected to support
about 56,000 homeownership opportunities in 2010.

The 2010 single-family direct loan program will also
be maintained at the approximate 2009 loan level of $1.1
billion. This level of funding is expected to support about
10,000 homeownership opportunities in 2010. There are
no Federal single-family direct loan home ownership pro-
grams for urban areas. The 502 direct loan program is
the only federal program that can provide lower income
rural residents with loans at interest rates down to as low
as 1 percent. The program has been successful at helping
the “on the cusp” borrower obtain a mortgage, yet encour-
ages graduation to private credit as the borrower’s income
and equity in their home increase over time.

The American Recovery and Reinvestment Act pro-
vided funding for the single-family housing program suf-
ficient to support approximately $1 billion in direct loans
and $10 billion in guaranteed loans. This level of funding
is expected to support about 100,000 homeownership op-
portunities, beginning in 2009.

The 2010 Budget also supports multifamily housing
construction loans, multifamily housing direct loans,
farm labor housing direct loans, and multifamily housing
loan guarantees. In addition, over $1 billion is provided in
rental assistance grants, which supports the direct loans
by ensuring that the rental assistance contracts with the
property owners are renewed. This will ensure that rental
subsidies continue for the eligible tenants of the USDA
financed properties.

Government-Sponsored Enterprises in the
Housing Market

Homeownership has long been recognized as an im-
portant part of the American economy and part of the
American dream. However, it has not always been with-
in reach for the average American. During the Great
Depression, housing markets were in turmoil. A typical
mortgage required a down payment of around 50 percent
and a balloon payment of principal within a few years.
Limitations in financial and communication technology
and restrictions on financial institutions made it diffi-
cult for surplus funds in one part of the country to be
shifted to other parts of the country to finance residen-
tial housing. Starting in 1932, the Congress responded
by creating a series of entities and programs that to-
gether promoted the development of long-term, amortiz-
ing mortgages and facilitated the movement of capital to
support housing finance.
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A key element of this response was the creation of the
Federal Housing Administration (FHA) in 1934. Another
element was the establishment of several entities de-
signed to develop secondary mortgage markets and to
facilitate the movement of capital into housing finance.
These entities were chartered by the Congress with pub-
lic missions and endowed with certain benefits that give
them competitive advantages when compared with fully
private companies.

The Federal Home Loan Bank System, created in 1932,
is comprised of twelve individual banks with shared li-
abilities. Together they lend money to financial institu-
tions—mainly banks and thrifts—that are involved in
mortgage financing to varying degrees, and they also fi-
nance some mortgages on their own balance sheets. The
Federal National Mortgage Association, or Fannie Mae,
created in 1938, and the Federal Home Loan Mortgage
Corporation, or Freddie Mac, created in 1970, were estab-
lished to support the stability and liquidity of a secondary
market for residential mortgage loans. Fannie Mae’s and
Freddie Mac’s public missions were later broadened to
promote affordable housing. Together these three GSEs
currently are involved, in one form or another, with near-
ly one half of the $11-plus trillion residential mortgages
outstanding in the U.S. today. Their share of outstanding
residential mortgage debt peaked at 54 percent in 2003.
Subsequently, originations of subprime and non-tradi-
tional mortgages led to a surge of private-label Mortgage-
Backed Securities (MBS), reducing Fannie Mae’s and
Freddie Mac’s market share. Recent disruptions in the fi-
nancial market, however, have led to a resurgence of their
market share.

The growing stress in the mortgage markets over the
last two years also reduced the GSEs’ capital, and re-
sponsive legislation enacted last summer strengthened
GSE regulation and provided the Treasury Department
with authorities to bolster the GSEs’ financial condi-
tion. In September 2008 their regulator put Fannie Mae
and Freddie Mac under Federal conservatorship, and
Treasury began to exercise its GSE assistance authori-
ties. The Budget continues to reflect the GSEs as non-
budgetary entities, though their status will continue to
be reviewed. All of the current federal assistance being
provided to Fannie Mae and Freddie Mac, including the
Senior Preferred Stock Purchase Agreements and the
GSE MBS purchase program, are shown on-budget, and
discussed below.

Mission

The mission of the housing GSEs is to support certain
aspects of the U.S. mortgage market. Fannie Mae and
Freddie Mac’s mission is to promote affordable housing,
and provide liquidity and stability to the secondary mort-
gage market. Currently, they engage in two major lines
of business.

1. Credit Guarantee Business—Fannie Mae and
Freddie Mac guarantee the timely payment of prin-
cipal and interest on mortgage-backed securities
(MBS). They create MBS by either buying and pool-
ing whole mortgages or by entering into swap ar-

rangements with mortgage originators. Over time
these MBS held by the public have averaged about
one-quarter of the U.S. mortgage market, and as of
December 31, 2008 they totaled $3.7 trillion (almost
one-third of the mortgage market).

2. Mortgage Investment Business—Fannie Mae and
Freddie Mac manage retained mortgage portfolios
composed of their own MBS, MBS issued by others,
and individual mortgages. The GSEs finance the
purchase of assets held in their portfolios through
debt issued to the credit markets. As of December
31, 2008, these retained mortgages, financed largely
by GSE debt, totaled $1.6 trillion.

The mission of the Federal Home Loan Bank System
is broadly defined as promoting housing finance, and the
System also has specific requirements to support afford-
able housing. Its principal business remains lending (se-
cured by mortgages) to regulated depository institutions
and insurance companies engaged in residential mort-
gage finance to varying degrees.

The Housing and Economic Recovery Act of 2008
(HERA) expanded direct federal support for affordable
housing by authorizing a 4.2 basis point assessment on
Fannie Mae and Freddie Mac originations in order to fund
a newly authorized Housing Trust Fund and a Capital
Magnet Fund, as well as to offset the costs of FHA’s Hope
for Homeowners program. However, given the current
financial situation of the GSEs these assessments have
been indefinitely suspended. The Budget proposes fund-
ing for both of the new programs that would have been
funded through these assessments, as well as legislative
expansion of the Hope for Homeowners program.

Regulatory Reform

The Office of Federal Housing Enterprise Oversight
(OFHEO) was established in 1992 as an independent
agency within the Department of Housing and Urban
Development (HUD) to oversee the safety and sound-
ness of Fannie Mae and Freddie Mac, while HUD was
responsible for mission oversight and the development
of GSE affordable housing goals. The Federal Housing
Finance Board (FHFB), established in 1989, oversaw the
Federal Home Loan Bank System. The 2008 Housing and
Economic Recovery Act (HERA) reformed and strength-
ened the GSEs’ safety and soundness regulator by creat-
ing the Federal Housing Finance Agency (FHFA), a new
independent regulator for Fannie Mae, Freddie Mac, and
the Federal Home Loan Banks. The FHFA authorities
consolidate and expand upon the regulatory and super-
visory roles of the previous three distinct bodies. FHFA
has been given substantial authority and discretion to
influence the size and composition of Fannie Mae and
Freddie Mac investment portfolios through the estab-
lishment and compliance monitoring of housing goals
and capital requirements. FHFA is now required to issue
housing goals for each of the regulated enterprises with
respect to single-family and multi-family mortgages and
has the authority to require a corrective “housing plan”
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if an enterprise does not meet its goals and statutory re-
porting requirements, and in some instances impose civil
money penalties. As of March 31,2009 FHFA had not yet
promulgated new housing goals for the enterprises. The
expanded authorities of FHFA also include the ability to
place any of the regulated enterprises into conservator-
ship or receivership based on a finding of under-capital-
ization or a number of other factors. HERA also provided
temporary authority for the U.S. Department of Treasury
to purchase securities or other obligations of Fannie Mae,
Freddie Mac, and the Federal Home Loan Banks through
December 31, 2009, upon a finding that such action is re-
quired to preserve the stability of the financial market,
prevent disruption to the availability of mortgage finance,
and protect taxpayers.

Conservatorship

On September 6, 2008, FHFA placed Fannie Mae and
Freddie Mac into conservatorship. This action was taken
in response to the GSEs’ declining capital adequacy and
to preserve the safety and soundness of the GSEs and
their role in the secondary mortgage market. HERA pro-
vides that as conservator FHFA may take any action that
is necessary to return Fannie Mae and Freddie Mac to a
sound and solvent condition and to preserve and conserve
the assets of each firm. FHFA has assumed the powers of
the Board and shareholders at Fannie Mae and Freddie
Mac and appointed new chief executive officers at the two
firms.

Department of Treasury GSE Programs under HERA

On September 7, 2008, the U.S. Treasury launched
three new programs to provide temporary financial sup-
port to the GSEs under the temporary authority provided
in HERA.

1. Senior Preferred Stock Purchase Agreements
with Fannie Mae and Freddie Mac

Treasury entered into agreements with Fannie Mae
and Freddie Mac to make investments of up to $100
billion in senior preferred stock in each GSE in order
to ensure that each company maintains a positive net
worth. In exchange for the substantial funding com-
mitment the Treasury received $1 billion in preferred
stock for each GSE and warrants to purchase up to a
79.9 percent share of common stock at a nominal price.
On February 18, 2009 Treasury announced that the
funding commitments for these agreements would be
increased to $200 billion each. In total, as of March 31,
2009, $59.8 billion has been paid to the GSEs, and the
redemption face value of Treasury’s preferred stock
has increased accordingly.

2. GSE MBS Purchase Programs

Treasury initiated a temporary program to pur-
chase MBS issued by Fannie Mae and Freddie Mac,
which carry the GSEs’ standard guarantee against de-
fault. The purpose of the program is to promote liquid-
ity in the mortgage market and, thereby, affordable ho-
meownership by stabilizing the interest rate spreads

between mortgage rates and Treasuries. The Budget
estimates that Treasury will purchase $314 billion in
MBS before the authority for this program expires on
December 31, 2009. There is no prescribed volume lim-
itation for this program.

3. GSE Lending Facility

Treasury promulgated the terms of a temporary se-
cured lending credit facility available to Fannie Mae,
Freddie Mac, and the Federal Home Loan Banks. The
facility is intended to serve as an ultimate liquidity
backstop to the GSEs if necessary. While there is no
prescribed volume limitation for this program, the
Budget does not estimate that any loans will be issued
through this facility. The authority for Treasury to is-
sue loans expires on December 31, 2009.

Federal Reserve Agency Mortgage-Backed
Securities and Direct GSE Obligation Purchase
Programs

On November 25, 2008, the Federal Reserve Board an-
nounced new programs to purchase up to $500 billion in
agency MBS, including Fannie Mae, Freddie Mac, and
Ginnie Mae issuances, and up to $100 billion in direct ob-
ligations of the GSEs. On March 18, 2009 the Federal
Reserve Board announced that the purchase targets for
these program will be increased to up to $1.25 trillion
and $200 billion respectively. As of March 19, 2009 the
Federal Reserve Bank of New York reported $201.5 bil-
lion in net purchases of MBS guaranteed by Fannie Mae
or Freddie Mac and $46.8 billion in GSE debt, including
$11.1 billion from the Federal Home Loan Banks. The
goal of these programs is to provide support to mortgage
and housing markets and to foster improved conditions in
financial markets more generally.

Recent GSE Role in Administration Initiatives to
Relieve the Foreclosure Crisis

While under conservatorship, Fannie Mae and Freddie
Mac have continued to play a leading role in govern-
ment and market initiatives to prevent homeowners who
can no longer afford to make their mortgage payments
from losing their homes. On November 11, 2008 the U.S.
Department of Treasury, FHFA, Fannie Mae, Freddie Mac,
and the mortgage industry’s HOPE NOW Alliance jointly
announced the Streamlined Modification Program (SMP).
The SMP established industry standards for voluntary
mortgage modifications to assist distressed borrowers by
reducing their monthly mortgage payments to no more
than 38 percent of a borrower’s gross monthly income.
However, only a small number of modifications have been
initiated under the SMP program. The limited success of
the SMP program is due in part to restrictions in securi-
tization agreements on mortgage servicers regarding per-
missible modifications. These restrictions include requir-
ing a finding of imminent default or a demonstration that
the net present value to the investor would be maximized
before a loan can be modified.

In March, the Administration announced its Making
Home Affordable (MHA) program, which includes the
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Home Affordable Modification Program (HMP) and the
Home Affordable Refinance Program (HRP). Fannie
Mae and Freddie Mac are participating in the HMP
both for their own mortgage books and as the Treasury
Department’s agents. (See Section IV for more informa-
tion).

Fannie Mae and Freddie Mac are also integral to the
HRP. Under the program borrowers with a mortgage
that is owned by Fannie Mae or Freddie Mac and with a
current loan-to-value (LTV) ratio up to 105 percent may
be eligible to refinance their mortgage to take advantage
of the current low interest rate environment. The previ-
ous LTV limit was 80 percent without a credit enhance-
ment such as private mortgage insurance. Declining
house prices and capital constraints among the private
mortgage insurers have made it difficult for borrowers to
obtain such insurance. Under this program, borrowers
whose mortgages are already owned or guaranteed by
Fannie Mae or Freddie Mac may be eligible to refinance
their mortgage without obtaining new or additional mort-
gage insurance even if their current loan-to-value ratio
is between 80 and 105 percent. The Budget estimates
that the Home Affordable Refinance Program will facili-
tate refinancing at current market interest rates for up
to 4 to 5 million borrowers with LTV ratios above 80 per-
cent whose first mortgages are owned or guaranteed by
Fannie Mae or Freddie Mac.

Risks that GSEs Face

Like other financial institutions, the GSEs face a full
range of risks, including market risk, credit risk, and op-
erational risk. The housing market downturn in the last
two years has significantly increased the credit risk for
mortgage delinquencies and defaults faced by Fannie
Mae and Freddie Mac. Systemic risk is the risk that li-
quidity or solvency problems at a financial institution or
group of institutions could lead to problems more widely
in the financial system or economy—the risk that a small
problem could multiply to a point where it could jeopar-
dize the country’s economic well-being. Before conserva-
torship, Fannie Mae and Freddie Mac posed a significant
systemic risk because of their size, high leverage and
the critical role of mortgage financing in the economy.
However, this risk has been substantially reduced as
a result of the additional risk capital provided to them
through the Senior Preferred Stock Purchase Agreements
with the U.S. Department of Treasury.

The GSEs borrow huge amounts from various types
of investors, and the health of the housing market criti-
cally affects the overall economic activity. Thus, financial
trouble at one or more of the GSEs could unsettle not only
the mortgage finance markets but also other vital parts
of the financial system and economy. As of December 31,
2008 their combined debt and guaranteed MBS totaled
$5.5 trillion, about as large as the total publicly held debt
of the United States. Historically, investors in GSE debt
have included thousands of banks, institutional inves-
tors such as insurance companies, pension funds, foreign
governments and millions of individuals through mutual
funds and 401k investments. The investor-fueled growth

of the GSEs was due in large part to the funding advan-
tages arising from a public perception of a Federal guar-
antee of their obligations.

Future of the GSEs

The future of Fannie Mae and Freddie Mac is uncer-
tain. There are a number of options for their reform,
ranging from returning to their previous status as GSEs
with the paired interests of maximizing returns for pri-
vate share holders while pursuing public policy home
ownership goals, to a gradual wind-down of their opera-
tions and liquidation of their assets. Other options for
reform include outright nationalization by incorporating
the GSEs’ functions into a federal agency; a public utility
model where the government regulates the GSEs’ profit
margin, sets guarantee fees and provides explicit backing
for GSE commitments; a conversion to providing insur-
ance for covered bonds, debt instruments that are back
by expected cash flows similar to MBS, but recorded on
the issuer’s balance sheet; and the dissolution of Fannie
Mae and Freddie Mac into many smaller companies.
The Administration looks forward to working with the
Congress, the regulatory community, and the mortgage
industry to determine the best possible long-term role for
Fannie Mae and Freddie Mac.

Education Credit Programs

The Department of Education (ED) helps finance stu-
dent loans through two major programs: the Federal
Family Education Loan (FFEL) program and the William
D. Ford Federal Direct Student Loan (Direct Loan) pro-
gram. Eligible institutions of higher education may par-
ticipate in one or both programs. Loans are available
to students regardless of income. However, borrowers
with low family incomes are eligible for loans where the
Federal Government subsidizes loan interest costs while
borrowers are in school, during a six-month grace period
after graduation, and during certain deferment periods.

Historically, the FFEL program provides loans through
an administrative structure involving over 3,600 lenders,
35 State and private guaranty agencies, and over 5,000
participating schools. In the FFEL program, banks and
other eligible lenders loan private capital to students
and parents, guaranty agencies insure the loans, and the
Federal Government reinsures the loans against borrow-
er default. Lenders bear some of the default risk on all
new loans, and the Federal Government is responsible for
the remainder. ED also makes administrative payments
to guaranty agencies and, in specific circumstances, pays
interest subsidies on behalf of borrowers to lenders.

The William D. Ford Direct Student Loan program
was authorized by the Student Loan Reform Act of 1993.
Under the Direct Loan program, the Federal Government
provides loan capital directly to nearly 1,100 schools,
which then disburse loan funds to students. The program
offers a variety of flexible repayment plans including in-
come-contingent repayment, under which annual repay-
ment amounts vary based on the income of the borrower
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and payments can be made over 25 years with any re-
sidual balances forgiven.

Due to significant disruptions in the credit markets, in
early 2008 FFEL lenders expressed concerns that there
would be insufficient capital to make FFEL loans to all
eligible students in the 2008-2009 academic year. In re-
sponse, Congress enacted the Ensuring Continued Access
to Student Loans Act (ECASLA) which provided ED with
the authority to purchase student loans. ED used this
authority to establish several temporary programs in-
tended to ensure the availability of student loans. For the
2008-2009 academic year, the Department created a Loan
Participation Interest program, where it purchased a 100
percent interest in any eligible FFEL loan originated dur-
ing the academic year. Once the loan is fully disbursed,
or before this program expires at the end of the academic
year, the lender can either redeem ED’s interest in a loan
plus a yield of Commercial Paper plus 50 basis points or
pledge the entire loan to ED in return for compensation of
incurred expenses (such as origination and servicing) less
ED’s yield. Between this program and the Direct Loan
program, over 75 percent of federal student loan volume
in the 2008-2009 academic year will be financed by the
Department of Education. The Department established a
Purchase Commitment program through which it would
commit to purchase any eligible loans originated by a
FFEL lender during the 2008-2009 academic year for face
value plus any incurred expenses. The Department also
established a short-term version of this program to pur-
chase up to $6 billion in loans originated in the 2007-2008
academic year.

Given the continued concerns about liquidity in the
financial market, Congress extended ECASLA through
the 2009-2010 academic year. Using this authority, the
Department replicated the Loan Participation Interest
program and the Loan Purchase Commitment program for
the 2009-2010 academic year. In addition, the Department
announced that it would use the ECASLA authority to
support an Asset-Backed Commercial Paper Conduit.
This conduit will facilitate financial transactions similar
to those involved in a typical securitization: investors pur-
chase commercial paper (backed by student loan assets)
while the conduit uses these proceeds to pay interest to
other Investors once the commercial paper matures and
to purchase additional student loans. Though the hope is
that this Conduit will provide liquidity to FFEL lenders
without federal intervention, the Department, using its
ECASLA authority, will serve as a buyer-of-last-resort in
cases where the Conduit is unable to refinance maturing
commercial paper. The Department of Education will be
conducting a full review of the Conduit, with a full report
to be completed by June 30, 2009.

For all subsequent federal student loan originations
beginning with the 2010-2011 academic year, the 2010
President’s Budget proposes to end subsidies currently
paid to FFEL lenders. Enacting this proposal would save
taxpayers an estimated $24 billion over five years and
$48 billion over 10 years. Originating all loans through
the Federal Direct Loan program will ensure that student
loans will continue to be available to all eligible students

without risk of disruption due to turmoil in the financial
markets. ED is already making preparations for this
transition by acquiring greater loan servicing capacity
that will be in place by the summer of 2009. The 2010
request includes additional administrative funds to pay
for these increased servicing costs.

Business and Rural Development Credit Programs
and GSEs

The Federal Government guarantees small business
loans to promote entrepreneurship. The Government
also offers direct loans and loan guarantees to farmers
who may have difficulty obtaining credit elsewhere and
to rural communities that need to develop and maintain
infrastructure. Two GSEs, the Farm Credit System and
the Federal Agricultural Mortgage Corporation, increase
liquidity in the agricultural lending market.

Small Business Administration

The Small Business Administration (SBA) helps en-
trepreneurs start, sustain, and grow small businesses.
As a “gap lender” SBA works to supplement market lend-
ing and provide access to credit where private lenders
are reluctant to do so without a Government guarantee.
Additionally, SBA helps home and business-owners, as
well as renters, cover the uninsured costs of recovery from
disasters through its direct loan program.

The 2009 Budget requests $779 million, including ad-
ministrative funds, for SBA to leverage more than $29 bil-
lion in financing for small businesses and disaster victims.
The 7(a) General Business Loan program will support
$17.5 billion in guaranteed loans while the 504 Certified
Development Company program will support $7.5 billion
in guaranteed loans for fixed-asset financing. SBA will
supplement the capital of Small Business Investment
Companies (SBICs) with $3 billion in long-term, guaran-
teed loans for venture capital investments in small busi-
nesses. At the end of 2008, SBA’s outstanding balance of
direct and guaranteed loans totaled $88 billion.

Consistent with the overall credit markets, SBA’s
guaranteed lending has declined in 2009 as the economy
worsened and lending became constricted. The American
Recovery and Reinvestment Act provided significant sup-
port for small business credit programs, to help spur lend-
ing to small businesses. This authority included credit
subsidy budget authority (BA) to temporarily raise guar-
antee percentages on some 7(a) loans, and reduce fees in
the 7(a) and 504 programs. SBA estimates the Recovery
Act funding will support approximately $8.7 billion in
7(a) loans and $3.6 billion in 504 loans.

The Administration has also dedicated significant re-
sources from the Troubled Asset Relief Program (TARP)
to ensure a functioning secondary market for small busi-
ness loans. The Treasury Department plans to make up
to $15 billion in direct purchases to unlock the secondary
market for the guaranteed portions of 7(a) loans and the
private, first mortgage loan portion of 504 projects. These
purchases will provide lenders additional liquidity to ex-
tend new credit to small businesses.
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The Budget builds on these efforts by providing $80
million in credit subsidy BA to continue to execute the
7(a) program in Fiscal Year 2010 at the fully authorized
level. The Budget also requests $3 million in subsidy BA
and $10 million in technical assistance grant funds for
the Microloan program. The Microloan program provides
funds to non-profit intermediaries who in turn provide
loans of up to $35,000 to new entrepreneurs. While this
program provides borrowers critical start-up financing,
the program as structured in the past was expensive to
taxpayers. The Administration is committed to imple-
menting reforms to make the program more performance-
oriented and ensure borrowers receive the capital they
need.

The Budget also proposes to implement a pilot program
to test the guaranteed disaster loan program recently
authorized in the Food, Conservation, and Energy Act of
2008 (P.L. 110-234). Conducting a small pilot will allow
SBA to test procedures and develop systems for future
use and partnerships with private lenders in the case of a
catastrophic disaster.

Finally, the Budget provides significant resources for
core agency operations to accelerate transactions and
safeguard taxpayers’ exposure. These include continued
procurement of a modern loan management and account-
ing system and additional funds to continue to stream-
line and automate information technology systems. The
Budget also requests funds for additional staffing in loan
servicing centers, to handle increased origination, servic-
ing, guarantee purchase, and liquidation activities.

USDA Rural Infrastructure and Business
Development Programs

USDA provides grants, loans, and loan guarantees to
communities for constructing facilities such as health-
care clinics, day-care centers, and water systems. Direct
loans are available at lower interest rates for the poor-
est communities. These programs have very low default
rates. The cost associated with them is due primarily to
subsidized interest rates that are below the prevailing
Treasury rates.

The program level for the Water and Wastewater
treatment facility loan and grant program in the 2010
President’s Budget is $1.6 billion. These funds are avail-
able to communities of 10,000 or fewer residents. The
Community Facility Program is targeted to rural com-
munities with fewer than 20,000 residents. It will have
a program level of $546 million in 2010. These program
levels are maintained at the approximately 2009 levels.
In addition, the Recovery Act provided funding for about
$3.7 billion in Water and Wastewater and an estimated
$1.2 billion in the Community Facility program.

USDA also provides grants, direct loans, and loan guar-
antees to assist rural businesses, cooperatives, nonprofits,
and farmers in creating new community infrastructures,
and to diversify the rural economy and employment op-
portunities. In 2010, USDA proposes to provide over $1
billion in loan guarantees and direct loans to entities
that serve communities of 50,000 or less through the
Business and Industry (B&I) guaranteed loan program

and Intermediary Relending program. These loans are
structured to save/create jobs in rural economies. The
American Recovery and Reinvestment Act provided fund-
ing for an estimated $2.99 billion in B&I loan guarantees
and $20 million in Rural Business Enterprise grants, be-
ginning in 2009.

The 2008 Farm Bill created or modified five rural
renewable energy and small business programs. The
Budget includes $122 million to support over $430 mil-
lion in loans and grants for the following programs:
the Rural Microentrepreneur Assistance Program, the
Value-Added Agricultural Market Development Grant
Program, the Biorefinery Assistance Program, the Rural
Energy for America Program, and the Bioenergy Program
for Advanced Biofuels. These programs are targeted to
promote energy efficiencies, renewable energy, and small
business development in rural communities. The discre-
tionary funding in the Budget is in addition to the $364
million to support $1.02 billion in loans and grants in
mandatory funds provided by the Farm Bill in 2010.

Electric and Telecommunications Loans

USDA’s Rural Utilities Service (RUS) programs pro-
vide loans for rural electrification, telecommunications,
distance learning, telemedicine, and broadband, and also
provide grants for distance learning and telemedicine
(DLT).

The Recovery Act provided USDA $2.5 billion to sup-
port broadband loans and grants for fiscal years 2009
and 2010. This funding is expected to provide new and
improved access to broadband services throughout rural
America, based on the most appropriate technology for
specific areas.

The Budget includes $6.6 billion in direct electric loans
for distribution, transmission, and improvements to ex-
isting generation facilities, $688 million in direct tele-
communications loans, $532 million in broadband loans,
$13 million in broadband grants, and $30 million in DLT
grants.

Loans to Farmers

The Farm Service Agency (FSA) assists low-income
family farmers in starting and maintaining viable farm-
ing operations. Emphasis is placed on aiding beginning
and socially disadvantaged farmers. FSA offers operating
loans and ownership loans, both of which may be either
direct or guaranteed loans. Operating loans provide cred-
it to farmers and ranchers for annual production expens-
es and purchases of livestock, machinery, and equipment
while farm ownership loans assist producers in acquiring
and developing their farming or ranching operations. As
a condition of eligibility for direct loans, borrowers must
be unable to obtain private credit at reasonable rates and
terms. As FSA is the “lender of last resort,” default rates
on FSA direct loans are generally higher than those on
private-sector loans. FSA-guaranteed farm loans are
made to more creditworthy borrowers who have access to
private credit markets. Because the private loan origina-
tors must retain 10 percent of the risk, they exercise care
in examining the repayment ability of borrowers. The
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subsidy rates for the direct programs have been fluctuat-
ing over the past several years. These fluctuations are
mainly due to the interest component of the subsidy rate.

The number of loans provided by these programs has
varied over the past several years. In 2008, FSA provided
loans and loan guarantees to approximately 26,000 fam-
ily farmers totaling $3.4 billion. The average size for farm
ownership loans continues to increase, with new customers
receiving the bulk of the benefits furnished, while the ma-
jority of assistance provided in the operating loan program
is to existing FSA farm borrowers. The demand for FSA
direct and guaranteed loans continues to be high. More
conservative credit standards and reduced profit margins
are moving additional applicants from commercial credit
to FSA direct programs. Also, the increase in market vola-
tility and uncertainty is driving lenders to request guar-
antees in situations that they may not have in the past.
In 2010, FSA proposes to make $4.1 billion in direct and
guaranteed loans through discretionary programs.

Lending to beginning farmers was above target during
2008, especially in the direct farm ownership program,
which demonstrated a six-percent increase compared to
2007. In addition, commercial lending to beginning farm-
ers in the guaranteed ownership program also increased
dramatically by 20 percent over 2007. Overall, lending to
beginning farmers was 12 percent above the 2007 level.
Lending to minority and women farmers was a signifi-
cant portion of overall assistance, totaling $379 million
in loans and loan guarantees. Outreach efforts by FSA
field offices to promote and inform beginning and minor-
ity farmers of available FSA funding have resulted in in-
creased lending to these groups.

In 2009, FSA received funding through the American
Recovery and Reinvestment Act to provide a total of $173
million in direct farm operating loans. These loans are used
to purchase items such as farm equipment, feed, seed, fuel
and other operating expenses and will stimulate rural econ-
omies by providing American farmers funds to operate.

FSA continues to evaluate the farm loan programs in
order to improve their effectiveness. As part of this effort,
FSA has undertaken an initiative to identify and develop
outcome metrics for the direct and guaranteed loan pro-
grams. FSA is also developing a nationwide continuing
education program for its loan officers to ensure they re-
main experts in agricultural lending. FSA will also be
transitioning all information technology applications for
direct loan servicing into a single, web-based application.
In addition to moving direct loan servicing to a modern
platform, the system will expand on existing capabilities
to include all special servicing options, and its implemen-
tation will allow FSA to better service its delinquent and
financially distressed borrowers.

The Farm Credit System and Farmer Mac

The Farm Credit System (FCS or System), including
the Federal Agricultural Mortgage Corporation (Farmer
Mac), is a Government-Sponsored Enterprise (GSE)
that enhances credit availability for the agricultural
sector. The FCS banks and associations provide produc-
tion, equipment, and mortgage lending to farmers and

ranchers, aquatic producers, their cooperatives, related
businesses, and rural homeowners, while Farmer Mac
provides a secondary market for agricultural real estate
and rural housing mortgages. Because Farmer Mac is
governed by laws and regulations that are different from
those governing the banks, associations, and service enti-
ties that comprise the rest of the System, Farmer Mac is
discussed separately below.

The Farm Credit System (Banks and Associations)

The financial condition of the System’s banks and as-
sociations remains sound. The ratio of capital to assets
decreased to 13.4 percent as of September 30, 2008, from
14.8 percent as of September 30, 2007, as asset growth
outpaced capital growth. Capital consisted of $2.8 bil-
lion in restricted capital held by the Farm Credit System
Insurance Corporation (FCSIC) and $25 billion of un-
restricted capital—in terms of amount, a record level.
For the first nine months of calendar 2008, net income
equaled $2.37 billion compared with $2.02 billion for the
same period of the previous year, primarily due to growth
in the loan portfolio and higher average earnings on as-
sets. Between September 30, 2007 and September 30,
2008, non-performing loans as a percentage of total loans
outstanding increased from 0.43 percent to 0.65 percent,
primarily due to deterioration in the credit quality of
certain loans and a more volatile agricultural economic
environment. Assets have grown at a 12.5 percent an-
nual rate over the past five years, while the number of
FCS institutions has decreased due to consolidation. As
of September 30, 2008, the System consisted of five banks
and 93 associations compared with seven banks and 104
associations in September 2002. Of the 98 FCS banks
and associations, 93 had one of the top two examination
ratings (1 or 2 in a 1-5 scale), while 5 FCS institutions had
a rating of 3.

The FCSIC ensures the timely payment of principal
and interest on FCS obligations on which the System
banks are jointly and severally liable. FCSIC manages the
Insurance Fund, which supplements the System’s capital
and the joint and several liability of the System banks.
On September 30, 2008, the assets in the Insurance Fund
totaled $2.84 billion. Of that amount $40 million was
allocated to the Allocated Insurance Reserve Accounts
(AIRAS). As of September 30, 2008, the Insurance Fund as
a percentage of adjusted insured debt was 1.74 percent in
the unallocated Insurance Fund and 1.77 percent includ-
ing the AIRAs. This was below the statutory Secure Base
amount of 2 percent. During 2008 growth in System debt
has outpaced the capitalization of the Insurance Fund
that occurs through investment earnings and premiums.

Over the 12-month period ending September 30, 2008,
the System’s loans outstanding grew by $23.0 billion, or
17.0 percent, while over the past five years they grew by
$66.7 billion, or 73.1 percent. As required by law, borrow-
ers are also stockholders of System banks and associa-
tions. As of September 30, 2008, the System had 472,066
stockholders. Loans to young, beginning, and small farm-
ers and ranchers represented 11.6 percent, 19.7 percent,
and 26.6 percent, respectively, of the total dollar volume
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of farm loans outstanding at the end of calendar 2007.
The percentage of loans made to beginning farmers in
calendar 2007 increased slightly, compared with calendar
2006, while percentages of loans made to young and small
farmers were slightly lower. Young, beginning, and small
farmers are not mutually exclusive groups and, thus, can-
not be added across categories. Maintaining special poli-
cies and programs for the extension of credit to young, be-
ginning, and small farmers and ranchers is a legislative
mandate for the System.

The System, while continuing to record strong earn-
ings and capital growth, remains exposed to a variety of
risks associated with its portfolio concentration in agri-
culture and rural America. While the agricultural sec-
tor is currently healthy, it has become more risky with
the recent instability in the global financial markets, the
fluctuations in the value of the dollar, a recession, the
decline in commodity prices (including ethanol), and the
rapid rise in input costs. This sector is also subject to
possible new risks such as a reversal in the rapid rise
in farmland values, weather-related catastrophes, envi-
ronmental risks related to global warming, and costly
regulations.

Farmer Mac

Farmer Mac was established in 1988 as a federally
chartered institution belonging in the FCS to facilitate a
secondary market for farm real estate and rural housing
loans. The Farm Credit System Reform Act of 1996 ex-
panded Farmer Mac’s role from a guarantor of securities
backed by loan pools to a direct purchaser of mortgages,
enabling it to form pools to securitize. In May 2008, the
Food, Conservation and Energy Act of 2008 (2008 Farm
Bill) expanded Farmer Mac’s program authorities by al-
lowing it to purchase and guarantee securities backed by
rural utility loans made by cooperatives.

Farmer Mac continues to meet core capital and regu-
latory risk-based capital requirements. As of September
30, 2008, Farmer Mac’s total program activity (loans
purchased and guaranteed, AgVantage bond assets, and
real estate owned) amounted to $9.8 billion, which repre-
sents an increase of 17 percent from the level a year ago.
Of total program activity, $2.8 billion were on-balance
sheet loans and agricultural mortgage-backed securi-
ties, and $7 billion were off-balance sheet obligations.
Total assets were $4.7 billion, with nonprogram invest-
ments accounting for $1.5 billion of those assets. Farmer
Mac’s net loss for first three quarters of calendar 2008
was $93 million, a significant decline from the same pe-
riod in 2007 during which the reported net income was
$13.7 million.

The reported year-to-date loss amount is primarily
due to $102 million in other-than-temporary impairment
charges on securities held in Farmer Mac’s nonprogram
investment portfolio. These writedowns included an oth-
er-than-temporary impairment of $50 million on a Fannie
Mae floating rate preferred stock investment after it was
placed in conservatorship and an other-than-temporary
impairment of $52.4 million in a senior debt security from
Lehman Brothers Holdings Inc. after it declared bank-

ruptcy. Current losses are not the result of negative de-
velopments in Farmer Mac’s program loan portfolio. Also
contributing to the net loss were fluctuations in the mar-
ket value of financial derivatives and trading assets that
are now recognized in the income statement. The latter
losses are due to a change in accounting policy that was
instituted in November 2006, when Farmer Mac opted to
remove the impact of accounting for derivatives used as
hedges against interest rate movements.

International Credit Programs

Seven Federal agencies -- the Department of Agriculture
(USDA), the Department of Defense, the Department of
State, the Department of the Treasury, the Agency for
International Development (USAID), the Export-Import
Bank, and the Overseas Private Investment Corporation
(OPIC) -- provide direct loans, loan guarantees, and in-
surance to a variety of foreign private and sovereign bor-
rowers. These programs are intended to level the play-
ing field for U.S. exporters, deliver robust support for U.S.
manufactured goods, stabilize international financial
markets, and promote sustainable development.

Leveling the Playing Field

Federal export credit programs counter subsidies that
foreign governments, largely in Europe and Japan, pro-
vide their exporters, usually through export credit agen-
cies (ECAs). The U.S. Government has worked since the
1970’s to constrain official credit support through a mul-
tilateral agreement in the Organization for Economic
Cooperation and Development (OECD). This agreement
has significantly constrained direct interest rate subsi-
dies and tied-aid grants. Further negotiations resulted
in a multilateral agreement that standardized the fees
for sovereign lending across all ECAs beginning in April
1999. Fees for non-sovereign lending, however, continue
to vary widely across ECAs and markets, thereby provid-
ing implicit subsidies.

The Export-Import Bank attempts to “level the play-
ing field” strategically and to fill gaps in the availability
of private export credit. The Export-Import Bank pro-
vides export credits, in the form of direct loans or loan
guarantees, to U.S. exporters who meet basic eligibility
criteria and who request the Bank’s assistance. USDA’s
Export Credit Guarantee Programs (also known as GSM
programs) similarly help to level the playing field. Like
programs of other agricultural exporting nations, GSM
programs guarantee payment from countries and entities
that want to import U.S. agricultural products but cannot
easily obtain credit.

Stabilizing International Financial Markets

In today’s global economy, the health and prosper-
ity of the American economy depend importantly on the
stability of the global financial system and the economic
health of our major trading partners. The United States
contributes to orderly exchange arrangements and a sta-
ble system of exchange rates through the International
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Monetary Fund and through financial support provided
by the Exchange Stabilization Fund (ESF).

The ESF provides “bridge loans” to other countries
in times of short-term liquidity problems and financial
crises. A loan or credit may not be made for more than
six months in any 12-month period unless the President
gives the Congress a written statement that unique or
emergency circumstances require the loan or credit be for
more than six months.

In September 2008, Treasury opened a temporary
money market mutual fund guarantee program, which
guarantees the share price of any publicly offered eligible
money market mutual fund—both retail and institution-
al—that applies for and pays a fee to participate in the
program. President George W. Bush approved the use of
existing authorities by Secretary Henry M. Paulson, Jr.
to make available as necessary the assets of the ESF to
guarantee the payment. (See Section IV for additional in-
formation.)

Using Credit to Promote Sustainable Development

Credit is an important tool in U.S. bilateral assistance to
promote sustainable development. USAID’s Development
Credit Authority (DCA) allows USAID to use a variety of
credit tools to support its development activities abroad.
DCA provides non-sovereign loan guarantees in targeted
cases where credit serves more effectively than tradition-
al grant mechanisms to achieve sustainable development.
DCA is intended to mobilize host country private capital
to finance sustainable development in line with USAID’s
strategic objectives. Through the use of partial loan guar-
antees and risk sharing with the private sector, DCA
stimulates private-sector lending for financially viable
development projects, thereby leveraging host-country
capital and strengthening sub-national capital markets
in the developing world. While there is clear demand for
DCA’s facilities in some emerging economies, the utiliza-
tion rate for these facilities is still very low.

OPIC also supports a mix of development, employment,
and export goals by promoting U.S. direct investment in

developing countries. OPIC pursues these goals through
political risk insurance, direct loans, and guarantee prod-
ucts, which provide finance, as well as associated skills
and technology transfers. These programs are intended
to create more efficient financial markets, eventually en-
couraging the private sector to supplant OPIC finance in
developing countries. OPIC has also created a number of
investment funds that provide equity to local companies
with strong development potential.

Ongoing Coordination

International credit programs are coordinated through
two groups to ensure consistency in policy design and cred-
it implementation. The Trade Promotion Coordinating
Committee (TPCC) works within the Administration to
develop a National Export Strategy to make the delivery
of trade promotion support more effective and convenient
for U.S. exporters.

The Interagency Country Risk Assessment System
(ICRAS) standardizes the way in which most agencies
budget for the cost associated with the risk of interna-
tional lending. The cost of lending by these agencies is
governed by proprietary U.S. Government ratings, which
correspond to a set of default estimates over a given ma-
turity. The methodology establishes assumptions about
default risks in international lending using averages of
international sovereign bond market data. The strength
of this method is its link to the market and an annual up-
date that adjusts the default estimates to reflect the most
recent risks observed in the market.

Promoting Economic Growth and Poverty
Reduction through Debt Sustainability

The Enhanced Heavily Indebted Poorest Countries
(HIPC) Initiative reduces the debt of some of the poor-
est countries with unsustainable debt burdens that are
committed to economic reform and poverty reduction.
The 2010 Budget continues to support debt reduction for
countries that qualify under the HIPC Initiative.

III. INSURANCE PROGRAMS

Deposit Insurance

Federal deposit insurance promotes stability in the
U.S. financial system. Prior to the establishment of
Federal deposit insurance, depository institution failures
often caused depositors to lose confidence in the bank-
ing system and rush to withdraw deposits. Such sudden
withdrawals caused serious disruption to the economy.
In 1933, in the midst of the Great Depression, a system
of Federal deposit insurance was established to protect
small depositors and to prevent bank failures from caus-
ing widespread disruption in financial markets.

Today, the Federal Deposit Insurance Corporation
(FDIC) insures deposits in banks and savings associa-
tions (thrifts) using the resources available in its Deposit
Insurance Fund (DIF). The National Credit Union

Administration (NCUA) insures deposits (shares) in most
credit unions (certain credit unions are privately insured)
using the resources available in the National Credit
Union Share Insurance Fund (NCUSIF). As of December
31, 2008, the FDIC insured $4.76 trillion of deposits at
8,315 commercial banks and thrifts, and the NCUA in-
sured $610 billion of shares at 7,967 credit unions.

The NCUA also administers the Central Liquidity
Facility (CLF), which serves as a back-up lender for credit
unions when market sources of liquidity are unavailable.
By statute, the CLF is authorized to borrow up to 12 times
its subscribed capital stock and surplus (approximately
$41 billion as of 2008). Historically, however, Congress
has set the CLF borrowing limit for loans to credit unions
($1.5 billion) through annual appropriations acts.
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Since its creation, the system has undergone a series
of reforms. More recently, the Deposit Insurance Reform
Act of 2005 allows the FDIC to better manage the DIF.
For example, the Act authorizes the FDIC to charge pre-
miums for deposit insurance on a risk-adjusted basis, and
ensures that all financial institutions pay premiums for
Federal insurance on their insured deposits regardless of
the level of the DIF. The Act allows the FDIC additional
authority to set a reserve ratio (ratio of the deposit in-
surance fund to total insured deposits) within a range of
1.15 percent and 1.5 percent. Should the reserve ratio fall
below 1.15 percent, the FDIC is allowed additional time
to restore the DIF, and when it rises to 1.35 percent the
FDIC is required to rebate half of the premiums it collects.

Last year, the Emergency Economic Stabilization Act
of 2008 temporarily increased the insured deposit level
from $100,000 per account to $250,000, until December
31, 2009. Additionally, the 2009 Omnibus Appropriations
Act removed the $1.5 billion appropriations limit on the
use of NCUA’s Central Liquidity Facility (CLF), effective-
ly raising the CLF’s lending limit to $41 billion under the
statutory formula.

Emergency Programs

Responding to the stress among financial institutions,
the FDIC and the NCUA have committed resources to-
wards new programs that are intended to increase access
to credit, strengthen financial institutions, and restore
confidence in the housing sector (see Section IV for ad-
ditional programmatic detail). These programs include:

FDIC:
e 3-year guarantee of qualifying bank and bank hold-
ing company senior unsecured debt issued prior to
October 31, 2009;

e Removal of the insurance limit on participating
banks’ non-interest bearing transaction account de-
posits thru December 31, 2009;

NCUA:
e Guarantee of certain unsecured debt of participat-
ing corporate credit unions issued from October 16,
2008 thru June 30, 2009;

e Corporate credit union stabilization programs, in-
cluding lending programs designed to increase li-
quidity at corporate credit unions.

Recent Performance of the Federal Deposit
Insurance Funds

There has been significant deterioration of condi-
tions in the banking industry since summer 2007. As of
December 31, 2008, the FDIC classified 252 institutions
with $159 billion in aggregate assets as “problem institu-
tions” (institutions with the highest risk ratings), a level
of problem assets almost four times higher than that in
December 2007. As of December 31,2008, the DIF reserve
ratio stood at 0.40 percent, or $40.6 billion below the level
that would meet the target reserve ratio of 1.25 percent.
The National Credit Union Share Insurance Fund (SIF),

the Federal fund for credit unions that is analogous to
the DIF for banks and thrifts, ended September 2008
with assets of $7.2 billion and an equity ratio of 1.28
percent, below the NCUA-set target ratio of 1.30 per-
cent. Recent market volatility has seen an increase in
observed losses in the credit union industry. The num-
ber of problem institutions reported by the NCUA has
steadily risen since 2007, and the SIF has set aside more
than $6 billion to cover potential insurance losses, sig-
nificantly more than the $290 million in loss expenses
incurred in calendar year 2008.

Restoration Plans

On September 30, 2008, the FDIC reported that the
DIF reserve ratio had fallen below the minimum level
of 1.15 percent. Pursuant to 12 U.S.C. 1817(b), the FDIC
proposed a plan to restore the DIF to 1.15 percent with-
in 5 years (i.e., prior to October 5, 2013) by increasing
annual insurance premiums to an effective rate of 13.5
basis points. Citing the significant strains on banks, on
February 27, 2009, the FDIC extended the restoration
plan horizon to seven years (October 5, 2015) for restor-
ing the DIF. The FDIC also announced both an increase
to the regular assessment from 13.5 basis points to an
average assessment of 15 basis points, and a one-time
special assessment on the banking industry of 20 basis
points in order to increase the resources available to the
DIF for resolving bank failures.

The Budget proposes to increase the FDIC’s borrowing
authority from $30 billion to $100 billion. By enhancing
the FDIC’s ability to finance expenses for resolving failed
institutions, it would allow the FDIC to grant a deposit
insurance premium reprieve in the near term when bank
capital is already strained. This temporary reprieve
would be followed by steady increases in insurance pre-
mium assessments as the economy and bank health
recover. The Budget projects the DIF reserve ratio will
return to 1.15 percent in 2015 and 1.25 percent in 2016.

On September 30, 2008, the NCUA reported that the
Share Insurance Fund (SIF) reserve ratio had fallen be-
low the NCUA-set target ratio of 1.30 percent. Pursuant
to section 202(c)(2) of the Federal Credit Union Act, the
NCUA is required to assess a premium charge on mem-
ber institutions if the equity ratio in the SIF falls below
1.2 percent, which it is projected to do in 2009.

The Budget reflects a proposal to both increase the
borrowing authority of the NCUA and permit a 7-year
restoration period to return the SIF equity ratio to 1.2
percent. The Budget proposal projects the NCUA levying
lower premiums in the near term and steadily increas-
ing premiums through 2015. Under the proposal, the SIF
equity ratio would return to 1.2 percent in 2015 and 1.3
percent in 2016.

Pension Guarantees

The Pension Benefit Guaranty Corporation (PBGC)
insures pension benefits of workers and retirees in cov-
ered defined-benefit pension plans sponsored by private-
sector employers. PBGC pays benefits, up to a guaran-
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teed level, when a company with an underfunded pension
plan meets the legal criteria to transfer its obligations to
the pension insurance program. PBGC’s claims exposure
is the amount by which qualified benefits exceed assets
in insured plans. In the near term, the risk of loss stems
from financially distressed firms with underfunded plans.
In the longer term, loss exposure results from the possibil-
ity that healthy firms become distressed and well-funded
plans become underfunded due to inadequate contribu-
tions, poor investment results, or increased liabilities.

PBGC monitors companies with underfunded plans
and acts to protect the interests of the pension insur-
ance program’s stakeholders where possible. Under its
Early Warning Program, PBGC works with companies to
strengthen plan funding or otherwise protect the insur-
ance program from avoidable losses. However, PBGC’s au-
thority to prevent undue risks to the insurance program
is limited.

As a result of a flawed pension funding system and
exposure to losses from financially troubled plan spon-
sors, PBGC’s single-employer program incurred substan-
tial losses from underfunded plan terminations in 2001
through 2006. The table below shows the ten largest plan
termination losses in PBGC’s history. Nine of the ten have
come since 2001.

The program currently has a $10.7 billion deficit in as-
sets necessary to satisfy all claims made through 2008.
(Claims are the net cost of terminating a pension plan—
the gap between its assets and liabilities.) This is com-
pared to a $9.7 billion surplus at 2000 year-end. The cur-
rent shortfall is actually a $2.4 billion improvement from
2007, due largely to an increase in discount rates that re-
duced the present value of PBGC’s benefit liabilities and
the absence of major new terminations of underfunded
plans. PBGC’s operating results are subject to significant

fluctuation from year to year, depending on the severity
of losses from plan terminations, changes in the interest
factors used to discount future benefit payments, invest-
ment performance, general economic conditions and other
factors such as changes in law. While the improvement
may give the impression that PBGC’s financial condi-
tion has improved, in fact its long-term loss exposure and
flawed funding system continue to threaten its financial
sustainability.1

PBGC estimates its loss exposure to reasonably pos-
sible terminations (e.g., underfunded plans sponsored by
companies with credit ratings below investment grade)
at approximately $47 billion on September 30, 2008. For
FY 2008, this exposure was concentrated in the following
sectors: manufacturing (primarily automobile/auto parts,
and primary and fabricated metals), transportation (pri-
marily airlines), and wholesale and retail trade.

Disaster Insurance

Flood Insurance

The Federal Government provides flood insurance
through the National Flood Insurance Program (NFIP),
which is administered by the Federal Emergency
Management Agency of the Department of Homeland
Security (DHS). Flood insurance is available to homeown-
ers and businesses in communities that have adopted and
enforced appropriate flood plain management measures.

1 In addition, the airline relief provisions in the Pension Protection Act of 2006, which
resulted in large plans previously classified as probable terminations being changed to the rea-
sonably possible classification in FY 2006, likely postponed rather than eliminated losses, as it is
likely that the airlines will eventually relapse and present a claim to the PBGC. If PBGC’s deficit
were calculated without regard to PPA airline provisions, PBGC estimates that its net deficit
shown in this report would be approximately $8 billion higher (assuming 2006 underfunding
levels for the specific airline plans remained constant).

Table 7-1. LARGEST 10 CLAIMS AGAINST THE PBGC’S SINGLE-EMPLOYER
INSURANCE PROGRAM 1975-2007
Top 10 Firms FISoﬁ’E_r? ® (g}lle?irpnﬁ) PercggigsTotal
Terminations (1975-2007)

1 UNited AIFINES ..eoveeicieceeee s 2005 $7,503,711,171 21.50%
2 |Bethlehem SEE .......vevrverreeeicieeereeeseeeeeeeerseeenes 2003 3,654,380,116 10.50%
3 |US Airways ... 2003, 2005 2,684,542,754 7.70%
4 |LTV Steel* 2002, 2003, 2004 2,134,985,884 6.10%
5 | Delta AIMINES w.veoueeeeerceeeereieeeseeseeeeeesseesseesseessnenees 2006 1,740,482,711 5.00%
6 |NAtONAl SEEEI .v.vvveeeercerieee et 2003 1,275,628,286 3.70%
7 [Pan AMErican Ail .........ccvcrinerneeeneeenierseeesseeeees 1991, 1992 841,082,434 2.40%
8 | Trans World AIliNES ......cverurerrerereereeineerseresneseesssenes 2001 668,377,106 1.90%
9 |WEION SEEEI ...vuvvveecererieeeeereeeeeees e 2004 640,480,970 1.80%
10 |Kaiser AIUMINUM ....vouverrereerereeeesesseesseesseeseesesenns 2004, 2007 602,132,764 1.70%
TOP 10 TOMAl vvveeveecerecreee s 21,745,804,196 62.20%

Al Other TOtal ..o sessseeenens 13,193,241,357 37.80%
TOTAL $32,626,780,271 100.00%

Sources: PBGC Fiscal Year Closing File (9/30/07), PBGC Case Administration System, and PBGC Participant System (PRISM).

Due to rounding, percentages may not add up to 100 percent.

Data in this table have been calculated on a firm basis and include all plans of each firm.
Values and distributions are subject to change as PBGC completes its reviews and establishes termination dates.
* Does not include 1986 termination of a Republic Steel plan sponsored by LTV.
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Coverage is limited to buildings and their contents. By
the end of 2008, the program had over 5.6 million policies
in more than 20,200 communities with over $1 trillion of
insurance in force.

Prior to the creation of the program in 1968, many fac-
tors made it cost prohibitive for private insurance compa-
nies alone to make affordable flood insurance available.
In response, the NFIP was established to make affordable
insurance coverage widely available. The NFIP requires
building standards and other mitigation efforts to reduce
losses, and operates a flood hazard mapping program to
quantify the geographic risk of flooding. These efforts
have made substantial progress. However, structures
built prior to flood mapping and NFIP floodplain man-
agement requirements, which make up 26 percent of the
total policies in force, pay less than fully actuarial rates.

A major DHS goal is to have property owners be com-
pensated for flood losses through flood insurance, rath-
er than through taxpayer-funded disaster assistance.
The marketing strategy aims to increase the number of
Americans insured against flood losses and improve re-
tention of policies among existing customers. The strat-
egy includes:

1. Provide financial incentives to expand the flood-in-
surance business to the private insurers that sell and
service flood policies for the Federal Government.

2. Conduct the national marketing and advertising
campaign, FloodSmart, which uses TV, radio, print
and online advertising, direct mailings, and public
relations activities to help overcome denial and re-
sistance and increase demand.

3. Foster lender compliance with flood insurance re-
quirements through training, guidance materials,
regular communication with lending regulators and
the lending community.

4. Conduct NFIP training for insurance agents via in-
structor-led seminars, online training modules, and
other vehicles.

5. Seek opportunities to simplify NFIP processes to
make it easier for agents to sell and consumers to
buy.

While these strategies have resulted in steady policy
growth over recent years, the growth slowed somewhat in
2008 due to the severe downturn in the economy.

DHS also has a multi-pronged strategy for reducing
future flood damage. The NFIP offers flood mitigation as-
sistance grants to assist flood victims to rebuild to cur-
rent building codes, including base flood elevations, there-
by reducing future flood damage costs. In addition, two
grant programs targeted toward repetitive and severe
repetitive loss properties not only help owners of high-
risk property, but also reduce the disproportionate drain
on the National Flood Insurance Fund these properties
cause through acquisition, relocation, or elevation. DHS

is working to ensure that all of the flood mitigation grant
programs are closely integrated, resulting in better coor-
dination and communication with State and local govern-
ments. Further, through the Community Rating System,
DHS adjusts premium rates to encourage community and
State mitigation activities beyond those required by the
NFIP. These efforts, in addition to the minimum NFIP
requirements for floodplain management, save over $1
billion annually in avoided flood damages.

The program’s reserve account, which is a cash fund,
has sometimes had expenses greater than its revenue,
forcing the NFIP to borrow funds from the Treasury in
order to meet claims obligations. While funds borrowed
during the 1970’s were repaid by appropriations in the
early 1980’s, from 1986 until 2005, the program was able
to repay all borrowed funds with interest from premium
dollars. However, Hurricanes Katrina, Rita, and Wilma
generated more flood insurance claims than the cumu-
lative number of claims from 1968 to 2004. These three
storms resulted in over 234,000 claims with total claims
payments expected to be approximately $20 billion. As
a result, the Administration and the Congress have in-
creased the borrowing authority to $20.8 billion to date in
order to make certain that all claims could be paid.

The catastrophic nature of the 2005 hurricane season
has also triggered an examination of the program, and the
Administration is working with the Congress to improve
the program, based on the following principles: protecting
the NFIP’s integrity by covering existing commitments;
phasing out subsidized premiums in order to charge fair
and actuarially sound premiums; increasing program
participation incentives and improving enforcement of
mandatory participation in the program; increasing risk
awareness by educating property owners; and reducing
future risks by implementing and enhancing mitigation
measures. The Administration looks forward to working
with the Congress to enact program reforms that further
mitigate the impact of flood damages and losses.

Crop Insurance

Subsidized Federal crop insurance administered by
USDA’s Risk Management Agency (RMA) assists farm-
ers in managing yield and revenue shortfalls due to bad
weather or other natural disasters. The program is a co-
operative effort between the Federal Government and the
private insurance industry. Private insurance companies
sell and service crop insurance policies. These companies
rely on reinsurance provided by the Federal Government
and also by the commercial reinsurance market to manage
their individual risk portfolio. The Federal Government
reimburses private companies for a portion of the admin-
istrative expenses associated with providing crop insur-
ance and reinsures the private companies for excess in-
surance losses on all policies. The Federal Government
also subsidizes premiums for farmers.

The Administration’s 2010 Budget reflects specific leg-
islative proposals that would reduce the Federal subsidy
to both farmers and the insurance companies in the fol-
lowing three ways:
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¢ Reduce premium subsidies on buy-up coverage by 5
percentage points.

e Increase the government’s share on underwriting
gains to 20 percent from 5 percent.

e Reduce the face value premium on Catastrophic
Crop Insurance (CAT) by 25 percent and charge an
administrative fee on CAT equal to the greater of
$300 or 25 percent of the (restated) CAT premium,
subject to a maximum fee of $5,000.

In addition to these changes, the Farm Bill authorized
the Federal Crop Insurance Corporation (FCIC) to have
the option of renegotiating the financial terms and condi-
tions of the Standard Reinsurance Agreement with the
crop insurance companies during FY 2010. If the FCIC
exercises this authority, it could result in more efficiency
for risk sharing between the government and the crop in-
surance companies.

There are various types of insurance programs. The
most basic type of coverage is CAT, which compensates
the farmer for losses in excess of 50 percent of the indi-
vidual’s average yield at 55 percent of the expected mar-
ket price. The CAT premium is entirely subsidized, and
farmers pay only an administrative fee. Higher levels of
coverage, called buy-up coverage, are also available. A
premium is charged for buy-up coverage. The premium
is determined by the level of coverage selected and varies
from crop to crop and county to county. For the ten prin-
cipal crops, which accounted for about 80 percent of total
liability in 2008, the most recent data show that over 79
percent of eligible acres participated in the crop insur-
ance program.

RMA offers both yield and revenue-based insurance
products. Revenue insurance programs protect against
loss of revenue stemming from low prices, poor yields, or
a combination of both. These programs extend traditional
multi-peril or yield crop insurance by adding price vari-
ability to production history.

RMA is continuously trying to develop new products
or expand existing products in order to cover more types
of crops. One of the innovative products being refined for
2009 is the Biotech Endorsement (BE) for non-irrigated
corn intended to be harvested for grain, including an ex-
tension of the endorsement to irrigated corn. This prod-
uct allows producers that plant with qualifying biotech
seed corn to receive discounts on their crop insurance pre-
miums. The BE was originally tested in the 2008 crop
year in four states and is being expanded to eleven states
for the 2009 crop year. The premium rate reduction was
determined to be actuarially sound based on data dem-
onstrating that non-irrigated corn with specific bioengi-
neered traits having a significantly lower risk of yield loss
in comparison to non-traited corn. During 2009 RMA in-
tends to publish a final regulation, effective for the 2011
crop year, implementing the “Combo” policy. The Combo
policy combines 5 existing policies into a single plan of in-
surance that would streamline the insurance process for
RMA, the approved insurance providers, and producers.
It would offer producers a choice of revenue protection

(against a loss of revenue caused by low prices, low yields
or a combination of both) or yield protection (for produc-
tion losses only), all within the same policy. RMA also
continues to pursue a number of avenues to increase pro-
gram participation among underserved States and com-
modities by working on declining yield issues and looking
at discount programs for good producers who pose less
risk.

Insurance against Security-Related Risks

Terrorism Risk Insurance

The Terrorism Risk Insurance Program (TRIP), autho-
rized under P.L. 107-297, helped stabilize the insurance
industry during a time of significant transition follow-
ing the terrorist attacks of September 11, 2001. Initially,
TRIP was a three-year Federal program that provided
a system of shared public and private compensation for
insured commercial property and casualty losses arising
from certified acts of foreign terrorism. In 2005, Congress
passed a two-year extension (P.L..109-144), that narrowed
the Government’s role by increasing the private sector’s
share of losses, reducing lines of insurance covered by the
program, and adding an event trigger amount for Federal
payments.

In December 2007, Congress passed a seven-year ex-
tension (P.L..110-318) that broadened the program to in-
clude losses from domestic as well as foreign acts of ter-
rorism. For all seven extension years, it maintains an
insurer deductible of 20 percent of the prior year’s direct
earned premiums, an insurer co-payment of 15 percent of
insured losses above the deductible, and a $100 million
event trigger amount for Federal payments. It changed
mandatory recoupment provisions, requiring Treasury to
collect 133 percent of the Federal payments made under
the program, and accelerated time horizons for recoup-
ment of any Federal payments made before September
30, 2017.

The Budget baseline includes the estimated Federal
cost of providing terrorism risk insurance, reflecting the
2007 extension of the TRIP. Using market driven data,
the Budget projects annual outlays and recoupment for
TRIP. These estimates represent the weighted average
of TRIP payments over a full range of scenarios, most of
which include no terrorist attacks (and therefore no TRIP
payments), and some of which include terrorist attacks of
varying magnitudes. On this basis, the Budget projects
net spending of $2.160 billion over the 2010-2014 period
and $3.069 billion over the 2010-2019 period.

The Administration proposes to lessen Federal inter-
vention in this insurance market and reduce the subsidy
to private insurers (i.e., increase the private sector’s share
of'losses). Beginning in 2011, when the economy is expect-
ed to have stabilized, and then again in 2013, the proposal
would increase the insurer deductible and co-payment,
and the event trigger amount for Federal payments. The
proposal would also remove coverage for domestic ter-
rorism. Prior to the 2007 reauthorization, coverage of
domestic terrorism was widely available even in the ab-
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sence of Government support. The proposal would sunset
TRIP in 2014 consistent with current law. By reducing
an insurance market subsidy, the proposal would encour-
age the private sector to mitigate terrorism risk through
other means, such as developing alternative reinsur-
ance options prior to the 2014 program termination date
and by building safer buildings. Beginning in 2010, the
Budget proposal amends TRIP to allow insurers addition-
al time to remit policyholder surcharges to Treasury and
to require commercial property and casualty insurance
policyholders to collectively pay back only 100 percent
rather than 133 percent of the Federal payments made
under the program. In so doing, the proposal would al-
low Treasury to assess a surcharge (recoup Federal pay-
ments) only after the economy begins to recover following
a terrorist attack.

The Budget projects savings from this proposal of $263
million over the 2010-2014 period and $644 million over
the 2010-2019 period.

Airline War Risk Insurance

After the September 11, 2001 attacks, private insur-
ers cancelled third-party liability war risk coverage for
airlines and dramatically increased the cost of other war
risk insurance. In addition to a number of short term re-
sponses, the Congress also passed the Homeland Security
Act of 2002 (P.L. 107-296). Among other provisions, this
Act required the Secretary to provide additional war risk
insurance coverage for hull losses and passenger liability
to air carriers insured for third-party war risk liability
as of June 19, 2002. The Federal Aviation Administration
Extension Act of 2009 (P.L. 111-12) further extended
the requirement to provide insurance coverage through
September 30, 2009. Acting on behalf of the Secretary,
the FAA has made available insurance coverage for (i)
hull losses at agreed value; (ii) death, injury, or property

loss liability to passengers or crew, the limit being the
same as that of the air carrier’s commercial coverage be-
fore September 11, 2001; and (iii) third party liability, the
limit generally being twice that of such coverage. The
Secretary is also authorized to limit an air carrier’s third
party liability to $100 million, when the Secretary certi-
fies that the loss is from an act of terrorism.

This program provides airlines with financial protec-
tion from war risk occurrences, and thus allows airlines
to meet the basic requirement for adequate hull loss and
liability coverage found in most aircraft mortgage cove-
nants, leases, and government regulation. Without such
coverage, many airlines might be grounded. Currently,
aviation war risk insurance coverage is generally avail-
able from private insurers, but premiums are significant-
ly higher in the private market. Also, private insurance
coverage for occurrences involving weapons of mass de-
struction is more limited.

Currently 62 air carriers are insured by Department of
Transportation. Coverage for individual carriers ranges
from $80 million to $4 billion per carrier, with the me-
dian insurance coverage at approximately $1.8 billion per
occurrence. Premiums collected by the Government for
these policies are deposited into the Aviation Insurance
Revolving Fund. In 2008, the Fund earned approximately
$166 million in premiums for insurance provided by DOT.
At the end of 2008, the balance in the Aviation Insurance
Revolving Fund available for payment of future claims
was $1,146 million. Although no claims have been paid
by the Fund since 2001, the balance in the Fund would be
inadequate to meet either the coverage limits of the larg-
est policies in force ($4 billion) or to meet a series of large
claims in succession. The Federal Government would pay
any claims by the airlines that exceed the balance in the
Aviation Insurance Revolving Fund.

IV. FINANCIAL CRISIS AND GOVERNMENT RESPONSE

Technological advances and the removal of regulato-
ry barriers over the last few decades have transformed
the financial markets. By facilitating the gathering and
processing of information and lowering transaction costs,
technological advances have spurred competition and
enabled markets to reach previously underserved popu-
lations. However, the crisis of the past 18 months has
exposed critical gaps and weaknesses in the Nation’s fi-
nancial system.

Though the origins of the financial crisis are complex,
there is general agreement that suboptimal mortgage-un-
derwriting standards, complex mortgage securitization,
poor disclosure, poor risk assessment, antiquated regu-
lation, and the combination of low interest rates and an
abundance of liquidity have all contributed to the current
financial crisis.

Attractive interest rates combined with less than ade-
quate underwriting standards in the late 1990s and early
2000s led many Americans to take on larger mortgages

than their incomes could absorb. Financial institutions
had underwritten a meaningful portion of these mortgag-
es through a combination of lax standards and subprime
or “Alt-A” products. These mortgages were then pooled
into securities, sliced into tranches, and then sold and
re-sold into the marketplace with little understanding or
disclosure of the underlying risks. Credit ratings of these
securities were proven to be overly optimistic or at worst,
unfounded. In 2007, the housing bubble burst, and in a
declining home price environment, many of these assets
were proven to have much less value than anticipated,
which drove significant losses on investor and bank bal-
ance sheets. Both banks and investors, in their need to re-
duce the risk of further losses, began selling these assets
with significant price reductions. At the same time, the
economy was left exposed by financial regulations that
were out of date and regulators that were not equipped to
properly oversee the financial institutions and the mar-
ketplace as a whole.
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As the marketplace, financial institutions, and regula-
tors came to terms with the systemic risk underlying the
financial system, investors began to lose confidence, the
credit markets froze, and companies were unable to iden-
tify and secure sources of financing, which intensified the
severity of liquidity problems.

Government Response

The U.S. Government has taken unprecedented action
to stem the negative effects of the financial crisis, assum-
ing both the risk and return associated with being the
lender and investor of last resort. The Department of
the Treasury, the Federal Reserve (The Fed), the Federal
Deposit Insurance Corporation (FDIC), the National
Credit Union Administration (NCUA), the Securities
and Exchange Commission (SEC), and the Commodity
Futures Trading Commission (CFTC) have acted inde-
pendently and in concert to scale up existing programs
and make them more effective, and to launch new pro-
grams that are designed to:

e expand access to credit;
e strengthen financial institutions; and

e restore confidence in the financial market and stabi-
lize the housing sector.

Below is a summary of key government programs fol-
lowed by an analysis of the budgetary effects of Treasury’s
Troubled Asset Relief Program (TARP), as required by
Section 203 of the Emergency Economic Stabilization Act
of 2008.

Federal Reserve Programs

The Federal Reserve has responded to the crisis by ex-
tending its existing credit programs, creating new credit
programs, directly purchasing assets for its System Open
Market Account (SOMA) portfolio, and providing direct
financial support to systemically significant financial in-
stitutions. Beginning in early August of 2007, the Federal
Reserve began pumping liquidity into the system to off-
set the precipitous decline in interbank lending. However,
interbank liquidity concerns continued to persist, which
led to the creation of the Term Auction Facility (TAF)
in December 2007. This facility allowed banks to access
Federal Reserve funds through an auction process. As
of April 1, 2009, banks have borrowed $60 billion. Soon
thereafter, the Federal Reserve provided numerous swap
agreements with foreign central banks, allowing the
Federal Reserve to address liquidity problems related to
a shortage of U.S. dollars around the world.

Throughout 2008, the Fed continued to create new pro-
grams designed to improve funding market conditions.
The Term Securities Lending Facility (TSLF), introduced
in March 2008, allowed institutions to pledge an array of
collateral (all investment grade debt and securities) in re-
turn for risk-free Treasury collateral. Second, in the wake
of the Bear Stearns failure in 2008, the Fed opened the
discount window for broker-dealers, giving these institu-
tions a critical source of short-term liquidity; in the past,
only depository institutions had access to the discount
window. The Fed also created the Asset-Backed Securities

Money Market Mutual Fund Loan Facility, the Money
Market Investor Funding Facility, and the Commercial
Paper Funding Facility. Each of these programs increases
sources of liquidity for different participants in the money
markets, which has had the effect of stabilizing broader
financial markets. The Fed has committed up to $540 bil-
lion through these three facilities and extended credit
equal to $244 billion as of April 1, 2009.

Addressing the frozen consumer and business credit
markets, the Fed announced on November 25, 2008 that
in conjunction with the Treasury Department it would
lend up to $200 billion to holders of newly issued “tri-
ple A” asset-backed securities through the Term Asset
Backed Security Loan Facility (TALF). Qualifying assets
include student loans, auto loans, credit cards, and Small
Business Administration guaranteed loans. As part of the
program, the Treasury provides protection to the Fed by
covering the first $20 billion in losses. As of April 1, 2009,
subscriptions of qualified securities total $4.7 billion. The
Fed and Treasury subsequently announced that this pro-
gram may be extended to up to $1 trillion and include a
broader array of eligible assets.

To prevent system-wide failures posed by specific insti-
tutions, the Fed has taken several important actions. First,
the Fed agreed in March 2008 to purchase $29 billion of
illiquid assets from the Bear Stearns Company, which al-
lowed JP Morgan Chase & Co. to acquire remaining Bear
Stearns assets and liabilities. The Fed established a lim-
ited liability corporation (“Maiden Lane”) to hold the as-
sets, which were valued at $26 billion as of April 1, 2009.
In another action designed to prevent systemic failure,
the Fed provided up to approximately $60 billion in loans
to the American International Group (AIG) at a rate of
300 basis points above LIBOR, collateralized by the as-
sets of AIG. The Fed received warrants allowing it to buy
77.9 percent of AIG shares, which the Fed transferred to
an independent trust for the benefit of the US Treasury.
The Fed also provided $50 billion in additional loans to fi-
nance both a portfolio of collateralized default swaps, and
a portfolio of residential mortgage backed securities. The
Fed has also provided financing to other financial institu-
tions (e.g., Citigroup) as a backstop on a pool of mortgage-
backed securities and other financial instruments held by
the institutions (see section titled “Troubled Asset Relief
Program” for more information). By taking each of these
steps, the Fed has sought to prevent a system wide failure
that may have occurred as a result of the complex and
interconnected relationships these institutions have with
the broader financial industry.

To support mortgage lending and housing markets, the
Fed began purchasing up to $200 billion of Government
Sponsored Entity (GSE) debt and up to $1.25 trillion of
GSE mortgage-backed securities (MBS) beginning in
December 2008. As of April 1, 2009 the Fed has purchased
$51 billion in GSE debt and $236 billion in GSE MBS.
Purchasing GSE debt and MBS is intended to provide li-
quidity to the mortgage industry and facilitate the issu-
ance of new mortgage loans to homebuyers at affordable
interest rates. More recently, the Fed has begun purchas-
ing up to $300 billion in longer-term Treasury securities
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to improve interest rate conditions in mortgage and other
private credit markets.

To help manage its growing balance sheet, the Fed has
pursued several different options. First, pursuant to the
Emergency Economic Stabilization Act of 2008 (P.L. 110-
343), the Federal Reserve can pay interest on the required
and excess reserve balances depository institutions hold
at the Fed and in their vaults. Paying interest on these re-
serves increases a depository institution’s (bank’s) incen-
tives to keep the funds in the Federal Reserve System. As
of April 1, 2009, banks had $270 billion in reserve depos-
its at the Fed. Treasury has also helped the Fed manage
its balance sheet through the Supplementary Financing
Program (SFP). Through this program, the Treasury sells
Government securities to the public to deposit the pro-
ceeds at the Federal Reserve. Down from its peak level of
$559 billion in November 2008, Treasury’s SFP deposits
at the Fed were $200 billion as of April 1, 2009.

Federal Deposit Insurance Corporation (FDIC)
Programs

On October 14, 2008, using its existing authority,
the FDIC created the Temporary Liquidity Guarantee
Program (TLGP), aimed at restoring confidence in banks
and preventing large scale deposit flight. For the first
time ever, the FDIC guaranteed bank and bank holding
company debt. Under the guarantee, if there is default
on the debt, the FDIC will make required principal and
interest payments to unsecured senior debt holders. The
FDIC charges additional premiums for any banks that
voluntarily opt into this program. The program has been
designed to promote liquidity by allowing banks to roll-
over new debt. The guarantee was originally limited to
unsecured debt issued on or before June 30, 2009, expiring
June 30, 2012. As of March 31, 2009, the program guaran-
teed nearly $300 billion of debt. On March 17, 2009, the
FDIC extended the eligible period to issue debt through
October 31, 2009, and levied a surcharge on debt issued
between April 1, 2009 and October 31, 2009, which will be
transferred to Deposit Insurance Fund. The Budget proj-
ects that the program will guarantee approximately $600
billion in bank loans over the life of the program.

As another component of the TLGP, the FDIC covers
without limit any losses that uninsured depositors incur
within non-interest bearing deposits. This program was
intended to promote funding stability and would have the
effect of protecting small business payrolls held at banks.
FDIC charges additional premiums for any banks that
voluntarily opt into this program. This guarantee was de-
signed to protect small business payrolls held at small
and medium sized banks. This new guarantee expires
December 31, 2009.

The FDIC has also collaborated with the Treasury
Department and the Federal Reserve to provide assis-
tance to systemically significant failing institutions such
as Citigroup and Bank of America. For its part, the FDIC
has guaranteed up to $10 billion of a $301 billion portfo-
lio of residential and commercial MBS at Citigroup. The
FDIC has also announced that it would guarantee up to
$2.5 billion on a $108 billion portfolio of derivatives and

cash instruments at Bank of America.

In addition to the liquidity programs, the Emergency
Economic Stabilization Act of 2008 temporarily in-
creased the deposit and share insurance level from
$100,000 per account to $250,000 through December
31, 2009. This increase applies to insured accounts
of both the FDIC and the National Credit Union
Administration (NCUA). A more detailed analysis
of these programs is provided in the section titled,
“Deposit Insurance” and below in the subsection,
“Troubled Asset Relief Program.”

National Credit Union Administration Programs

On October 16,2008, the NCUA announced a Temporary
Corporate Credit Union Liquidity Guarantee Program.
Under this program, the NCUA Share Insurance Fund
will guarantee certain unsecured debt of participating
corporate credit unions issued from October 16, 2008
through June 30, 2009. Similar to the FDIC, for the first
time ever, if a corporate credit union fails, NCUA will cov-
er any losses of unsecured debt holders. On December 9,
2008, the NCUA also announced two new programs: the
Credit Union Homeowners Affordability Relief Program
(HARP) and the System Investment Program (SIP). Both
programs are designed to increase liquidity at corporate
credit unions, which currently act as a banker’s bank for
regular credit unions that do not have access to NCUA’s
credit advances.

Under HARP, NCUA’s Central Liquidity Facility (CLF)
will make two-year secured advances of credit up to $2
billion invested through a special corporate credit union
note. Credit unions that reduce mortgage rates within
program guidelines qualify for a bonus payment from the
corporate credit union, which shares mortgage loan modi-
fication costs. The NCUA will guarantee the special cor-
porate credit union debt, including the bonus payment. To
date, advances of $164 million have been made.

Under SIP, NCUA’s CLF will extend 1-year credit ad-
vances to credit unions, who will in turn invest those
funds in corporate credit unions, providing a low cost
source of liquidity for corporate credit unions. To date, ac-
tual advances have been close to $5 billion. The Budget
projects advances of $12 billion for 2009.

The NCUA has also announced two actions to further
stabilize corporate credit unions. On January 28, 2009,
the NCUA deposited a note of $1 billion at U.S. Central
Federal Credit Union, a corporate credit union headquar-
tered in Kansas. The Budget projects the full loss of this
note. On March 19, 2009, NCUA announced that it was
placing two corporate credit unions, U.S. Central and
Western Corporate, into conservatorship. As a result of
this action the NCUA’s increased its overall loss reserve
level related to expected losses for corporate guarantees
to $6 billion.

Securities and Exchange Commission (SEC) and
Commodity Futures Trading Commission (CFTC)
Programs

During the financial crisis, the SEC and CFTC have
continued identifying, investigating, and prosecut-
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ing fraud in securities, futures, and options markets.
Enforcement cases have targeted illegal activity ranging
from the manipulation of markets to multi-billion dol-
lar Ponzi schemes. Starting in 2007 through February
2009, and on an ongoing basis, the SEC has issued rules
to increase the transparency of the credit rating meth-
odologies, strengthen the disclosures of ratings per-
formance, prohibit ratings agencies from engaging in
certain practices that create conflicts of interest, and en-
hance the recordkeeping and reporting obligations that
assist the SEC in performing its regulatory and over-
sight functions. Under the rules credit rating agencies
are also required to differentiate the ratings they issue
on structured products (such as mortgage-backed securi-
ties) from those they issue on bonds, in order to increase
investors’ understanding of the different risks of the two
securities. The SEC has several other pending propos-
als to further promote accountability, transparency, and
competition in the rating industry. On a temporary basis,
in July 2008, the SEC restricted “naked” short selling in
the stocks of 19 financial companies, and in September
2008, halted short-selling altogether in the stocks of ap-
proximately 1,000 financial companies, with the goal of
mitigating exceptionally volatile trading that posed a
threat to fair and orderly markets. The SEC also took
steps to strengthen prohibitions on manipulative “na-
ked” short selling (the illegal practice of selling shares
that the seller does not own or has not arranged to bor-
row and intentionally fails to deliver in time for settle-
ment) including issuing new rules, and is looking into
other measures surrounding short sales that will pro-
mote market stability and restore investor confidence.
Last, the SEC has worked with the Financial Accounting
Standards Board to issue industry guidance on imple-
menting fair value accounting standards.

The CFTC has implemented new regulations to over-
see exempt commercial markets for the first time, spe-
cifically for contracts that serve a significant price discov-
ery function (SPDCs). The CFTC Reauthorization Act of
2008 authorized the CFTC to adopt position limits and
accountability level provisions for SPDCs traded on ex-
empt commercial markets. The bill also established core
principles governing exempt commercial markets with
SPDCs, particularly with respect to position limits and
accountability level provisions. The goal of the CFTC’s
new rules is to provide consistent transparency and ac-
countability between markets that serve significant price
discovery functions. The regulations will cover contracts
that have grown in volume and activity and now have a
significant effect on futures markets that are subject to
CFTC oversight. These rules are consistent with other
initiatives that the CFTC protect consumers and ensure
the integrity of the core risk management and price dis-
covery functions of the energy and agricultural futures
markets. These initiatives have expanded international
surveillance information for crude oil trading, reporting
and classifications of index traders and swap dealers, and
risk management choices for farmers and agri-businesses.
These initiatives are in addition to the CFTC’s publicly-
disclosed nationwide crude oil and cotton market enforce-

ment investigations and its creation of a new Energy and
Environmental Markets Advisory Committee.

In December 2008, the CFTC accepted the Chicago
Mercantile Exchange’s certification of plans to provide
clearing services for certain credit default swap contracts
through its clearinghouse, which is registered with the
CFTC as a derivatives clearing organization. The advent
of clearing solutions for the credit default swap market
will enhance transparency, reduce counterparty credit
risk, and improve the quantity and quality of information
provided to federal regulators regarding these over-the-
counter derivative instruments.

Housing Market Programs

To preserve the safety and soundness of the hous-
ing market and particularly the Government Sponsored
Enterprises (GSE), the Federal Housing Finance
Authority (FHFA) placed Fannie Mae and Freddie Mac
into conservatorship on September 6, 2008. On the same
day, the U.S. Treasury launched three new programs to
provide temporary financial support to the GSEs and to
stabilize the housing market under the broad authority
provided in Housing and Economic Recovery Act of 2008
(P.L. 110-289). First, Treasury announced Preferred Stock
Purchase Agreements to ensure that GSEs maintain posi-
tive net position (i.e. assets are greater than or equal to
liabilities). As of April 1, 2009, Treasury has announced a
funding commitment of up to $200 billion to each of the
GSEs under these agreements. The 2010 Budget proj-
ects Treasury’s purchases under this program will total
$171 billion. Second, Treasury established a line of credit
for the GSEs to ensure they have adequate funding on
a short-term, as-needed basis. As of April 1, 2009, this
line of credit has not been used. Last, Treasury initiated
purchases of GSE guaranteed mortgage-backed securi-
ties (MBS) in the open market (separate from the Fed’s
MBS purchase program above), with the goal of increas-
ing liquidity in the mortgage market. The Budget projects
Treasury will purchase $314 billion of GSE MBS. A more
detailed analysis of these programs is provided in the sec-
tion titled, “Government Sponsored Enterprises in the
Housing Market.”

In addition, significant assistance has been provided
to the mortgage market through the Federal Housing
Administration (see discussion above), and through the
Department of the Treasury, as described below.

Treasury Programs

The Emergency Economic Stabilization Act of 2008
(P.L. 110-343) authorized Treasury to purchase or guar-
antee troubled assets and other financial instruments,
with a total outstanding not to exceed $700 billion at
any one time. Treasury implemented the Troubled Asset
Relief Program (TARP) under this authority to provide
capital to and restore confidence in the strength of U.S.
financial institutions, restart markets critical to financing
American households and businesses, and address hous-
ing market problems and the foreclosure crisis. TARP au-
thority expires December 31, 2009, although the Treasury
Secretary can certify to Congress that an extension is
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necessary, in which case authority expires no later than
October 2010. TARP agreements in place upon the au-
thority’s expiration will continue until they are dissolved.
A more detailed analysis of specific TARP programs is
provided below.

In addition, in 2008 the President approved Treasury’s
request to use the Exchange Stabilization Fund to guar-
antee money market mutual funds. Treasury’s Temporary
Guarantee Program for Money Market Funds guarantees
that individual investors will receive the stable share
price for each share held in a participating money market
fund (typically $1 per share) in the event that the fund
“breaks the buck,” i.e. liquidates investor holdings at less
than $1 per share. As of April 1, 2009, there have been no
claims on this guarantee program. Although not a claim
under the program, in early 2009, due to unique and ex-
traordinary circumstances, Treasury purchased $3.6 bil-
lion in assets (GSE debt) to assist with the liquidation of
a money market mutual fund.

The Troubled Asset Relief Program and Financial
Stability Plan

i. Capital Purchase Program

Treasury created the Capital Purchase Program (CPP)
in October 2008 to stabilize the financial system by pro-
viding capital to viable financial institutions of all sizes
throughout the Nation. With a strengthened capital
base, financial institutions have an increased capacity
to lend to U.S. businesses and consumers and to support
the U.S. economy. Under the Capital Purchase Program
(CPP), Treasury purchases senior preferred stock in U.S.
financial institutions that meet established criteria and
are recommended by their regulator. As of April 1, 2009,
Treasury has purchased $198.8 billion in preferred stock
from 532 institutions. The Budget projects Treasury will
make $218 billion in purchases through 2009.

On February 27, 2009 Treasury announced its intent to
convert $25 billion in Citigroup preferred stock purchased
through the CPP into common stock in Citigroup equiva-
lent to a 36 percent stake. The conversion is intended to
increase the tangible common equity at Citigroup and
will be completed later this year.

ii. Systemically Significant Failing Institutions
Program

The goal of the Systemically Significant Failing
Institutions Program (SSFI) is to provide stability to fi-
nancial institutions whose financial difficulties could
cause disruption to financial markets, in order to limit
the impact on the economy as a whole, and to protect
American jobs, savings and retirement. Treasury pro-
vides capital on a case-by-case basis to systemically sig-
nificant financial institutions that are at substantial risk
of failure. To date, the Treasury has purchased $40 bil-
lion in preferred shares from the American International
Group (AIG). It has also created an equity capital facility,
which will allow AIG to draw up to $29.8 billion as needed
in exchange for preferred stock.

iii. Targeted Investment Program

Treasury created the Targeted Investment Program
(TIP) to stabilize the financial system by making invest-
ments in institutions that are critical to the functioning
of the financial system. This program focuses on the com-
plex relationships and reliance of institutions within the
financial system. Investments made through the TIP seek
to avoid significant market disruptions resulting from
the deterioration of one financial institution that could
threaten other financial institutions and impair broader
financial markets, and thereby pose a threat to the over-
all economy.

As of April 1, 2009, Treasury has purchased $20 billion
in preferred stock from Citigroup, and $20 billion in pre-
ferred stock from Bank of America. Both preferred stock
agreements pay a dividend of 8 percent per annum.

iv. Asset Guarantee Program

Under the Asset Guarantee Program (AGP), Treasury
guarantees the value of certain assets held by the qual-
ifying financial institution. The set of insured assets is
selected by the Treasury and its agents in consultation
with the financial institution receiving the guarantee.
In accordance with EESA’s section 102(a), assets to be
guaranteed must have been originated before March 14,
2008. Treasury determines the eligibility of participants
and the allocation of resources on a case-by-case basis.
The program is meant for systemically significant in-
stitutions, and could be used in coordination with other
programs. Treasury may, on a case-by-case basis, use this
program in coordination with a broader guarantee involv-
ing other agencies of the United States Government.

As of April 1, 2009, Treasury has announced two guar-
antees under the AGP: Citigroup and Bank of America.
Treasury has committed up to $5 billion towards any
potential losses incurred on a $301 billion portfolio of
loans, mortgage-backed securities, and other assets held
by Citigroup. Treasury absorbs 90 percent of losses af-
ter Citigroup absorbs the first $39.5 billion in losses.
(Citigroup continues to share 10 percent of losses after
the $39.5 billion deductible.) The FDIC absorbs the next
$10 billion in losses (again, via a 90/10 loss share with
Citigroup), and the Fed has agreed to finance the remain-
ing portfolio on a non-recourse basis. Treasury receives
$4.034 billion in preferred stock with an 8 percent divi-
dend from Citigroup as a fee, and the FDIC receives $3
billion of identical preferred stock. Treasury also receives
warrants to purchase 66,531,728 shares of Citigroup com-
mon stock at a strike price of $10.61. The Fed receives an
interest rate of the Overnight Indexed Swap (OIS) rate
plus 300 basis points. The guarantee was signed and ex-
ecuted January 16th, 2009.

Treasury also may guarantee up to $7.5 billion on a
$118 billion portfolio of derivatives, collateralized debt
obligations, mortgage-backed securities, and commercial
and corporate loans owned by Bank of America. Treasury
and the FDIC would absorb losses after Bank of America
absorbs the first $10 billion in losses. Treasury would re-
ceive $3 billion in preferred stock with an 8 percent divi-
dend from Bank of America as a fee, as well as warrants
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to purchase common shares. The guarantee has not been
signed or executed as of April 1, 2009.

v. Automotive Industry Financing Program

The goal of the Automotive Industry Financing
Program (AIFP) is to prevent a significant disruption
of the domestic automotive industry. The Treasury pro-
vides both loans and equity to participating domestic au-
tomotive manufacturers, finance companies, and suppli-
ers. Through April 1, 2009, Treasury had financed a total
of $24.8 billion under the AIFP. Specifically, Treasury
has purchased $5 billion in GMAC Equity, lent $0.9 bil-
lion to GM for rights to GMAC, $13.4 billion to General
Motors (GM), $4 billion to Chrysler, and $1.5 billion to
Chrysler’s finance subsidiary. Treasury had also com-
mitted another $5 billion to domestic automotive sup-
pliers. Under the terms of the assistance, both GM and
Chrysler are required to submit restructuring plans to
the U.S. Government. On March 30, 2009, the President
indicated that working capital loans would be provided
to both GM and Chrysler as they worked under a 60-day
and a 30-day deadline, respectively, toward long-term vi-
ability plans. At the same time, the President announced
the Warrantee Commitment program, which covers all
warranties on new vehicles purchased from automotive
manufacturers during the period in which those manu-
facturers are restructuring.

vi. Home Affordable Modification Program

In early March 2009, Treasury committed up to $50 bil-
lion to the Home Affordable Modification Program (HMP).
The HMP, which is part of the larger “Making Home
Affordable” program, is intended to bring relief to up to
3 million to 4 million “at-risk” homeowners struggling to
make their mortgage payments, while preventing neigh-
borhoods and communities from suffering the negative
spillover effects of foreclosures.

This program, implemented in collaboration with
Fannie Mae and Freddie Mac, will reduce the payment
on mortgages to an affordable level for qualifying borrow-
ers, as well as provide incentive payments for lenders and
servicers to complete sustainably affordable modifica-
tions. The program encourages meaningful modifications
by providing success payments to both the borrower and
the servicer. Because loan modifications are more likely
to succeed if they are made before a borrower misses a
payment, the program also includes an incentive payment
of $1,500 to mortgage holders and $500 to servicers for
modifications made while borrowers are still current on
their payments. The HMP will be complemented by a sec-
ond lien program, which will improve loan performance
and help prevent foreclosures by lowering total debt bur-
den and providing homeowners with additional equity in
their homes

vii. Consumer and Business Lending Initiative

The Consumer and Business Lending Initiative (CBLI)
is an effort to jumpstart the credit markets that support
lending to families and small businesses. The CBLI broad-
ens and expands the resources of the Term Asset-Backed

Securities Loan Facility (TALF), a joint initiative with
the Federal Reserve that provides financing to private
investors to help unfreeze markets for various types of
credit, including auto, student, small business, and credit
card loans. Recently, Treasury and the Federal Reserve
expanded TALF to include newly or recently issued AAA-
rated ABS backed by four additional types of consumer
and business loans—mortgage servicing advances, loans
or leases relating to business equipment, leases of vehicle
fleets, and floor plan loans. Immediately, Treasury will
use $20 billion to provide credit protection for $200 bil-
lion of lending from the Federal Reserve, with a signifi-
cant further expansion of resources provided under the
Financial Stability Plan.

viii. A Program to Unlock Lending for Small
Businesses

In March, Treasury announced a program to unlock
credit for small businesses as part of the Consumer and
Business Lending Initiative. In recent years, securitiza-
tion has supported over 40 percent of lending guaranteed
by the Small Business Administration. As a result of the
severe dislocations in the credit markets that began in
October 2008, however, both lenders that originate loans
under SBA programs and the “pool assemblers” that pack-
age such loans for securitization have experienced signifi-
cant difficulty in selling those loans or securities in the
secondary market. This, in turn, has significantly reduced
the ability of lenders and pool assemblers to make new
small business loans. As a result, while the SBA guaran-
teed about $18 billion in 2008 (excluding secondary mar-
ket guarantees), new lending was trending below $10 bil-
lion earlier this year.

As part of this program, Treasury will make up to $15
billion available for direct purchases to unlock the second-
ary market for the government-guaranteed portion of SBA
7(a) loans as well as first-lien mortgages made through
the 504 program. These purchases, combined with higher
loan guarantees and reduced fees implemented under the
American Recovery and Reinvestment Act of 2009, will
help provide lenders with the confidence that they need
to extend credit, knowing that if they make an SBA loan,
they will be able to sell it and access the liquidity neces-
sary to do further lending.

ix. Public Private Investment Program

Treasury introduced the Public Private Investment
Program to address the vicious market cycle affecting
troubled “legacy” assets clogging the balance sheets of fi-
nancial institutions. Using $75 billion to $100 billion in
capital from EESA and capital from private investors—
as well as funding enabled by the Federal Reserve and
FDIC—PPIP will generate up to $500 billion in purchas-
ing power to buy legacy securities and legacy loans, with
the potential to expand to $1 trillion over time.

PPIP ensures that private sector participants invest
alongside the taxpayer, with the private sector investors
standing to lose their entire investment in a downside
scenario and the taxpayer sharing in profitable returns.
To reduce the likelihood that the government will overpay
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for these assets, private sector investors competing with
one another will establish the price of the loans and secu-
rities purchased under the program.

x. Capital Assistance Program

Treasury launched the Capital Assistance Program
(CAP) as the next phase of its effort to ensure that insti-
tutions have enough capital to lend, even under a more
severe recession. The CAP was announced in conjunction
with the commencement of a supervisory capital assess-
ment process, commonly referred to as the “stress test.”
At the time of this writing, bank supervisors are conduct-
ing reviews of major banks to determine whether these
institutions would require an additional capital buffer in
a severe economic scenario. Many banks will not need
additional capital, but in cases where an additional buffer
is needed, Treasury intends to make government capital
available as a bridge to private capital through CAP.

TARP Program Costs

This section provides the special analysis required by
Section 203 of the Emergency Economic Stabilization Act
of 2008 (EESA), including estimates of the cost to taxpay-
ers and the current value and budgetary effects of TARP
transactions as reflected in the Budget”, consistent with
the requirements of Section 123 of the EESA. It also in-
cludes analysis of the budgetary effects had all transac-
tions been reflected on a cash basis. While Section 203
requires explanation of the effects due to reestimates and
prior year impacts, because the law was enacted in fis-
cal year 2009, there are no prior-year budgetary impacts
to report in the 2010 Budget. Reestimates on the TARP
portfolio will be calculated and incorporated into the 2011
Budget. The information below reflects the estimates of
actual and anticipated use of TARP authority as of April
1, 2009.

Current Value of Assets

Under TARP, the Secretary of the Treasury has pur-
chased equity capital under a number of programs, in-
cluding the Capital Purchase Program, the Systemically
Significant Failing Institutions Program, the Targeted
Investment Program, and the Automotive Industry
Financing Program. The Secretary has also made di-
rect loans through the Automotive Industry Financing
Program, and further direct loans and asset-backed se-
curity purchases are anticipated under the Term Asset-
Backed Securities Loan Facility in partnership with
the Federal Reserve, and the Consumer and Business
Lending Initiative. Purchases of asset-backed securities,
like securities backed by Small Business Administration
7(a) loans, are considered direct loans, because the
Government is purchasing or participating in a loan made
by another lender. The equity purchases and direct loans
under these programs result in the Government acquir-
ing assets, because the transactions result in obligations

2 The analysis does not assume the effects of a recoupment proposal under Section 134 of
the EESA.

on the part of financial institutions or borrowers to repay
principal and interest on the loans.

In addition, the Secretary has guaranteed assets un-
der the Asset Guarantee program. Loan guarantee
transactions may represent an asset or a liability to the
Government based on whether the expected value of
loan guarantee fees and other cash inflows exceed claim
payouts and other cash outflows. Where default claims
exceed anticipated inflows to the Government on a net
present value basis, the guarantee results in a positive
subsidy cost. Likewise, if expected premiums are great-
er than the estimated claim payouts on a present value
basis, the loan guarantee has value to the Government.
Section 102 of the EESA requires that premiums for any
TARP guarantee transactions be set at a minimum to
cover default claims and protect the taxpayer. Below is
a table summarizing the current and anticipated activity
under TARP, and the budgetary costs through 20 19.3

Equity purchases, direct loans, and loan guarantees
are accounted for on a credit basis per the Federal Credit
Reform Act of 1990, as amended (FCRA), and Section 123
of EESA. The budgetary cost of these transactions is re-
flected as the net present value of estimated cash flows
to and from the Government, excluding administrative
costs.* Consistent with Section 123 of the EESA, the net
present value is calculated using the discount rate under
FCRA, adjusted for market risk.

Because equity purchases, direct loans, and loan guar-
antee transactions follow the FCRA budgetary accounting
structure, the value of future cash flows related to these
transactions can be measured by the balances in non-
budgetary credit financing accounts. A direct loan financ-
ing account, for example, receives the subsidy cost from
the program account (reflecting the net present value cost
of the loan), and borrows the difference between the face
value of the loan and the subsidy cost from Treasury to
disburse a loan to a borrower. Inflows from the public—
such as payments of principal and interest—are used to
repay borrowing, and reduce the balance in the financing
account as the value is realized. Therefore, the non-subsi-
dy balance that the account owes to Treasury represents
the present value of future anticipated cash flows to and
from the public related to outstanding loans. The larger
the subsidy cost for a given loan disbursed or equity pur-
chased, the lower the estimated value of the cash flows
from the public and asset value to the Government.?

Table 7-3 shows the projected balances of TARP financ-
ing accounts as of the end of 2009, and for the end of each
year in the 10-year budget window for the 2010 Budget.
Estimates reflect actual and anticipated transactions.

3 Anticipated activity under TARP is included under Direct loan transactions, though fu-
ture activity could take the form of equity purchases, direct loans, asset guarantees, or other
financial instrument purchases.

4 Section 123 of the EESA provides the Administration the authority to record TARP equity
purchases pursuant to the FCRA, with adjustments to the discount rate for market risks. The
Home Affordable Modification Program involves the purchase of financial instruments which
have no provision for repayment or other return on investment, and therefore these purchases
are recorded on a cash basis. Administrative expenses are recorded for all of TARP under the
Office of Financial Stability on a cash basis, consistent with other Federal administrative costs.

5 As an extreme example, a loan program with 100 percent subsidy cost would require
budget authority for the full amount of the loan. The financing account would receive the entire
amount of a loan disbursement from the budgetary program account, and would not have to
borrow from Treasury. In this case, the loan would be estimated to have a zero asset value.
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Table 7-2. BUDGETARY COSTS OF TROUBLED ASSET RELIEF
PROGRAM ACTIONS (EXCLUDING DEBT SERVICE)

(In billions of dollars)

. Estimated Cost(+)/
TARP Action Face Value Savings(-)

EQUIEY PUICRASES ..ot 333.0 141.6
DireCt 108N trANSACHONS ......cuvviiiiiieireiseiseiseeseee ettt en 329.5 1147
Guarantees under the Troubled Asset Insurance Fund (N0N-add) .............cccoceomeeeerniroerniinsineiiniissininnns 419.0

GUATANTEEA POTLION ..ottt bbbt 12.5 -0.8
Home Affordable Modification Program 1 .................coommemrevvvveisnseesesissssseessssssssssesssssssssssssssssssss s 50.0 50.0
TARP adminiStrative EXPENSES ! .......cvvveeeeveeeeeveeeeessssseesssssesssssssesssssesesssssssssssssssssssssssssssnesssssnssoes N/A 2.0
Special INspector GENeral for TARP T ..............oivevieeceriieeeesseessesssssesessesessessssssssssssessssssssssssssseesssssanesoes N/A *

Total? 725.0 307.5

* $50 million or less.
'Estimated costs through 2019, on a cash basis.

2Total reflects $700 billion limitation, plus additional $25 billion of redeemed equity expected to be available for reuse in the program.

TARP financing accounts are estimated to have balances
of $366 billion as of the end of 2009, indicating that—as of
the end of 2009—the Government is holding assets with
a net expected value of $366 billion in future cash flows.
The balance of the financing accounts is estimated to fall
in 2010 and to continue to fall in the subsequent years, as
the assets and loans acquired under the TARP program
are repaid or sold, and asset guarantees wind down.

The figures in Table 7-3 are consistent with the esti-
mating assumptions in the 2010 Budget. They do not re-
flect any future changes in estimates for the cash flows of
these assets subsequent to the point of the Government’s
obligation of the assistance provided for each transaction
under TARP. The subsidy costs of equity purchases, di-
rect loan, and loan guarantee activity under TARP will
be reestimated on an annual basis. Actual cash flows and
changes in future activity could result in increases or de-
creases to the estimated value of TARP assets.

Estimate of the deficit, debt held by the public,
and gross Federal debt, based on the FCRA/EESA
methodology

The estimates of the deficit and debt in the 2010 Budget
reflect the impact of TARP as estimated under FCRA and

6 These transactions include modification costs, or the estimated cost of Government ac-
tions subsequent to origination that changed the expected value of future cash flows. Please see
the Treasury section of the Budget Appendix for additional information.

Section 123 of EESA. The deficit estimates include the
budgetary costs for each program under TARP, adminis-
trative expenses, certain indirect interest effects of credit
programs, and debt service costs on Treasury borrowing
to finance the program. The deficit due to TARP is $242
billion in 2009, counting both direct program costs and
other effects. On net, TARP is estimated to reduce the
deficit by $19 billion in 2010 and to have only small ef-
fects in later years.

The estimates of debt due to TARP include borrowing
to finance both the deficit impact of TARP activity and
the financing requirements of non-budgetary financing
accounts. These estimates are shown in Table 7-4. Debt
due to TARP is $608 billion as of the end of 2009 and de-
clines in later years as TARP loans are repaid and TARP
equity purchases are sold or redeemed.

Debt held by the public net of financial assets means
the cumulative amount of money the Federal Government
has borrowed from the public and not repaid, minus the
current value of financial assets such as loan assets, pri-
vate-sector securities, or equities held by the Government.
The specific effects of TARP on these estimates are dis-
played below in Table 7-4. Accounting for the financial
assets acquired through TARP, the impact of the program
on net debt is $242 billion as of the end of 2009. This
amount falls to $223 billion as of the end of 2010 but re-

Table 7-3. TROUBLED ASSET RELIEF PROGRAM CURRENT VALUE AS REFLECTED IN THE BUDGET '

(In billions of dollars)

Estimate
2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
Financing Account Balances:
Troubled Asset Relief Program Equity Purchase Financing Account ................ 166.4| 156.8| 146.5| 132.8| 1184 94.1| 795/ 69.1] 600[ 509 45.1
Troubled Asset Relief Program Direct Loan Financing ACCOUNt .........c...ecveenece 198.6| 187.1| 177.0| 159.2| 147.2| 135.3| 1225/ 108.6| 932| 763 57.8
Troubled Assets Insurance Financing Fund Guaranteed Loan Financing Account .. 05 0.4 10 -01] -04 0.3 0.6 02 02| -05 0.7
Total Financing Account Balances 365.5| 344.3| 3245 291.9] 265.2| 229.7) 202.6) 177.8] 153.1| 126.8) 102.1

1 Table does not include financial instrument purchases under the Home Affordable Modification Program. These assets have no future value, and outlays are reflected on a cash basis.



7. CREDIT AND INSURANCE

67

mains roughly stable for the remainder of the 10-year
budget window.

Estimate of the current value on a cash basis

Section 203 of EESA requires the Budget to report an
estimate of the current value of all assets purchased, sold,
and guaranteed under EESA as calculated on a cash ba-
sis. However, the value of the assets does not depend on
whether the costs of acquiring or purchasing the assets
are recorded in the budget on a cash or a credit basis. As
noted above, the budget records the cost of equity pur-
chases, direct loans, and guarantees as the net present

value cost to the Government, discounted at the rate re-
quired under the FCRA, and adjusted for market risks as
required under Section 123 of EESA. Therefore, the net
present value cost of the assets is reflected on the budget-
ary side, and the value of the assets is reflected in the
financing accounts for equity purchases, direct loans and
loan guarantees.” If these purchases were instead pre-
sented in the budget on a cash basis, the value of assets
purchased would not be reflected in the budget. Rather,
the budget would reflect outlays for each disbursement

7 For the Home Affordable Modification Program, while Treasury does purchase financial
instruments, these financial instruments do not result in the acquisition of an asset with po-
tential for future returns.

Table 7-4. TROUBLED ASSET RELIEF PROGRAM EFFECTS ON THE DEFICIT AND DEBT AS REFLECTED IN THE BUDGET '

(Dollar amounts in billions)

Estimate
Actual
2008 | 2009 | 2010 | 2011 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
Deficit Effect of TARP Program:
Programmatic and administrative expenses:
Programmatic expenses:
EQUItY PUIChESES ......covrrvivcveericieensssessscsissnns | e 1416 | ] ] ] ] ] ] ] ]
Direct 10an tranSaCtioNS .......coeeveeeeeeveeeeeeeeessceeseeeiees | eerees 1147 ] ] ] ] ] ] ] ] ]
Guarantees of troubled ASSELS ... | e 0.8 | ] ] ] ] ] ] ] ]
Home Affordable Modification Program ... coeeee 441 8.1 99/ 103 8.0 6.0 26 1.0 01 ]
Subtotal, programmatic EXpENSES .........ovvvvervrrmrinee| e 259.6 8.1 9.9 10.3 8.0 6.0 2.6 1.0 01 ]
AdMINISrative BXPENSES .......cvvurvureriiieneineiieieeiesissiisssssssens || worens 0.2 0.3 0.3 0.3 0.3 0.3 0.1 0.1 0.1 0.1 0.1
Special Inspector General for TARP ... I I * o I o yovet ooy vty [perov [pevoort [RPertrot [pertor! [T
Subtotal, programmatic & administrative expenses ........| ... 259.8 8.4 10.1 10.6 8.2 6.2 2.7 1.1 0.2 0.1 0.1
Interest effects:
Interest transactions with credit financing accounts? .....ccee.| . -188| -33.0| -31.2| -291| -265| -242| -21.1| -18.6| -164| -141| -117
DEDE SBIVICED ....ooooeeeeeeeeeeeseeeeee s sseeeeeesesssensssessnsssienns | eesees 1.2 5.5 16.5 211 21.2 20.0 18.7 17.7 16.6 15.6 14.6
Subtotal, interest effeCtS .........ccvvveereerereirseerersesssien | e -175| 275 -147 -7.9 -5.3 -4.2 -2.3 -0.9 0.2 1.5 2.9
Total deficit impact due to TARP ... | s 242.3] -1941 —4.6 2.6 29 2.1 0.4 0.2 0.4 1.6 3.0
Other TARP transactions affecting borrowing from the public—net
disbursements of credit financing accounts:
Troubled Asset Relief Program Equity Purchase Financing Account |~ ...... 166.4| -9.5| -10.3| -13.7| -144| -243| -146| -104, -91 -9.1 -5.8
Troubled Asset Relief Program Direct Loan Financing Account .......| ... 198.6| -11.5 -10.1| -178] -120| -11.9] -128| -140| -153| -169| -186
Troubled Assets Insurance Financing Fund Guaranteed Loan
FIinancing ACCOUNE .........cciuerurimrireieiieeeieeisesesiseesssessesisnens | sveees 05 041 06/ -10/ -03 0.7 03 -04] -04 03] -03
Total, other transactions affecting borrowing from the public ....| — ...... 3655 -21.2| -19.8) -32.6/ -26.7| -35.6| -27.1| -248| -24.8| -26.3] -24.6
Change in debt held by the public due to TARP ......ccoomvvvmmsseinnnns | 607.8] -403| -24.4| -300| -23.8 -335| -267| -245| -243| -247| -218
Debt held by the public due to TARP .oc..ovoevesemrsssssessssssssessssesinns | 607.8| 567.5| 543.1| 513.1| 489.4| 4558| 429.1| 4046/ 380.3| 355.6| 3339
As @ percent of GDP ... | s 43%| 3.8%| 34%| 3.1%| 28%| 25%| 22%| 2.0%| 1.8%| 16% 15%
Debt Held by the Public Net of Financial Assets:
Debt held by the public due to TARP ..o | oo 607.8] 567.5| 543.1| 513.1| 489.4| 455.8| 429.1| 404.6| 380.3] 355.6| 333.9
Less financial assets net of liabilities -- credit financing account
balances:
Troubled Asset Relief Program Equity Purchase Financing
ACCOUNE oottt sssssnsennes | sevens 166.4| 156.8| 146.5| 132.8) 118.4| 94.1 79.5|  69.1 60.0/ 50.9| 45.1
Troubled Asset Relief Program Direct Loan Financing Account ........| 198.6| 187.1| 177.0{ 159.2| 1472| 1353] 1225/ 108.6 93.2 763 57.8
Troubled Assets Insurance Financing Fund Guaranteed Loan
FINaNCing ACCOUN ........ovcueummrrrveeeseersssessssseesssssssssesssssessnnees | enees 0.5 0.4 1.0 -0.1 -0.4 0.3 0.6 0.2 -0.2 -0.5 -0.7
Total, financial assets net of Kabiliies .............occooeeeerss| o 3655 344.3| 3245 291.9| 2652 2207| 202.6] 177.8] 153.1] 126.8] 102.1
Debt held by the public due to TARP net of TARP financial
ASSBES vt | e 242.3| 223.2| 2186| 2212 2241 226.2| 2265 226.8) 227.2| 2288 231.8
As a percent 0f GDP .......ccccovvvvvnsveississiissiissssssi s e 1.7%|  15%| 14%| 1.3% 1.3% 12%| 12%| 11%| 1.1%| 1.0%| 1.0%

* $50 million or less.
1Table reflects deficit effect of budgetary costs.

2Treasury interest transactions with credit financing accounts are based on the market-risk adjusted rates.

3Includes debt service effects of all TARP transactions affecting borrowing from the public.
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(whether a purchase, a loan disbursement, or a default
claim payment), and offsetting collections as cash is re-
ceived from the public, with no obvious indication of
whether the outflows and inflows leave the government
in a better or worse financial position. Even with this
change in budgetary treatment, the assets held or guar-
anteed by the Government, and their value, would be the
same as under a credit basis.

Revised estimate of the deficit, debt held by the
public, and gross Federal debt based on the cash-
basis valuation

Section 203 of EESA requires that this analysis report
estimates of the deficit and debt attributable to TARP
with TARP transactions calculated on a cash basis, for
comparison to those estimates reported above in which
TARP transactions are calculated consistent with FCRA
and Section 123 of EESA.

If TARP transactions were reported on a cash basis, the
deficit would include the full amount of government dis-
bursements for activities such as equity purchases and di-
rect loans, offset by cash inflows from dividend payments,
redemptions, and loan repayments occurring in each year.
For loan guarantees, the deficit would show no impact un-
til there were fees, claim payouts, or other cash transac-
tions associated with the guarantee.

Table 7-5 shows that if TARP transactions were re-
ported on a cash basis, the increase in the deficit for
2009 due to TARP would be an estimated $608 bil-
lion, or $366 billion higher than reported in the 2010
Budget. The reason for the increase is that $366 billion
of outlays would be reported for transactions that are
now included in non-budgetary financing accounts for
TARP.

Estimates of debt held by the public would be identi-
cal if TARP transactions were reported on a cash basis.
This is because the cash flows from the Government, and

Table 7-5. TROUBLED ASSET RELIEF PROGRAM EFFECTS ON THE DEFICIT AND DEBT CALCULATED ON A CASH BASIS '

(Dollar amounts in billions)

Actual Estimate
2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
Deficit Effect of TARP Program:
Programmatic and administrative expenses:
Programmatic expenses:
EQUItY PUIChESES ..vvvvvvveivressiseeeesisess e sssssssssssissnsennns | e 300.1| -22.9| -23.0/ -25.6| -25.1| -33.8| -22.1| -16.7| -146| -139| -9.8
Direct 10an tranSaCtioNS .........c.evvreemrimsissmssesisesssnssnnns | s 302.4| -31.1| -28.6| -35.0/ -27.8| -26.6] -263| -26.2| -262| -26.2| -26.2
Guarantees of troubled ASSELS ..........rrerimersneieriinsisniiins | e -0.3] -0 06| -1.0/ -03 0.7 03| -04| -04/ -03] -03
Home Affordable Modification Program ..........cc.coeemmvcvsncns | wovees 4.1 8.1 9.9 103 8.0 6.0 26 1.0 01] |
Subtotal, programmatic EXPENSES .......cccvwvmrvimmrisriens | eevene 606.3| -46.0/ -41.1| -51.4| -452| -538| -456| -42.3| -41.0| -404| -36.3
AdMINIStrative EXPENSES ......vvurverrireresssssnrissesissssssssssssssssssnees | oo 0.2 0.3 0.3 0.3 0.3 0.3 0.1 0.1 0.1 0.1 0.1
Special Inspector General for TARP ........cocoevveeierinsinesinnenns * o] ] ] ] ] ] ] ]
Subtotal, programmatic & administrative eXpenses ... | ... 606.5| -45.8| -40.9| -511| -45.0{ -53.5| -454| -422| -409| -40.3] -36.2
DEDE SEIVICEZ ... ssse s enssssnens | eriens 1.2 5.5 16.5 21.1 21.2 20.0 18.7 17.7 16.6 15.6 14.6
Total deficit impact due to TARP ........ccccoocniminmniinvciniieiieins | weene 607.8| -40.3| -24.4| -30.0 -23.8| -335| -26.7| -245| -243| -247| -216
Change in debt held by the public due to TARP ......cccovvvvvmisscinirsnens | 607.8| —403| -24.4| -300| -238| -335| -267| -245| -—243| -247| -216
Debt held by the public due to TARP ...ovovvvvsevrsssmsssssssssssssssssssssns | 607.8| 567.5 543.1| 513.1| 489.4| 455.8| 429.1| 4046 380.3| 355.6| 3339
As @ PErcent of GDP ..o | e 43%| 3.8%| 34%| 3.1%| 2.8%| 25%| 22%| 20%| 18%| 16%| 15%
Debt Held by the Public Net of Financial Assets:
Debt held by the public due t0 TARP .....oooccceoeeeerssscemssscmsssimessi | oo 607.8| 567.5| 543.1| 513.1| 489.4| 4558| 429.1| 4046| 380.3| 3556| 333.9
Less financial assets net of liabilities -- credit financing account
balances:
Troubled Asset Relief Program Equity Purchase Financing Account ......| ... 166.4| 156.8| 146.5| 132.8| 118.4| 941 795 69.1 60.0 50.9| 451
Troubled Asset Relief Program Direct Loan Financing Account ...... | ... 198.6| 187.1| 177.0| 159.2| 1472| 1353| 1225 1086 932| 763 578
Troubled Assets Insurance Financing Fund Guaranteed Loan
Financing Account ...........cccoeu... o 0.5 0.4 1.0 041 -0.4 0.3 0.6 02| -02| -05] -07
Total, financial assets net of liabilities ... | coeeee 365.5| 344.3| 3245| 291.9] 2652| 229.7| 202.6/ 177.8| 153.1| 126.8| 102.1
Debt held by the public due to TARP net of TARP financial
ASSELS vt | e 242.3| 2232| 218.6| 221.2| 2241| 226.2| 2265 226.8| 227.2| 228.8| 231.8
As 2 percent of GDP .......ccovcveeiieniisiieiesiesssesssssssssssesssnns | serens 1.7%| 15%| 1.4%| 1.3%| 13%| 12%| 12%| 11%| 11%| 1.0%| 1.0%

* $50 million or less.

T Table reflects deficit effect of budgetary costs, substituting estimates calculated on a cash basis for estimates calculated under FCRA and Sec. 123 of EESA.

2 Includes debt service on all TARP transactions affecting borrowing from the public.
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therefore the debt needed to finance them, would be the
same regardless of how TARP costs are reported in the
deficit. Likewise, estimates of debt net of financial assets
would be unchanged because the value of TARP assets
would be the same regardless of how the budget reported
the costs of acquiring them.

Portion of the deficit attributable to any action
taken by the Secretary, and the extent to which
the deficit impact is due to a reestimate

Table 7-4 above shows the portion of the deficit attrib-
utable to actions taken by the Treasury Secretary under
the authorities of TARP. The largest effects are for TARP
equity purchases and direct loans. The specific effects are
as follows:

e Equity purchases under the Capital Purchase Pro-
gram and other TARP authorities are estimated to
result in $142 billion in outlays in 2009. TARP equi-
ty purchases are not expected after 2009 and there-
fore no outlays are estimated in these years.

e Direct loans under TARP, including loans to the auto
industry, the Term Asset-Backed Securities Loan Fa-
cility, purchases of asset-backed securities, and fu-
ture actions, are estimated to result in $115 billion
in outlays in 2009. No direct loans are expected to
be disbursed after 2009 and therefore no outlays are
estimated in these years.

e Loan guarantees under TARP are estimated to re-
duce outlays on net by $1 billion in 2009, because
the Asset Guarantee program is estimated to result
in greater receipts from fees than estimated default
claims on a net present value basis. No loan guar-
antee commitments are expected to be entered into
after 2009.

e Qutlays for the Home Affordable Modification Pro-
gram are estimated at $4 billion in 2009. Outlays
for this program are estimated to rise in 2010 and
following years to a peak of $10 billion in 2012 and
then fall to zero by 2018.

e Administrative expenses for the TARP program are
estimated at $0.3 billion in 2009, remaining at that
level through 2014.

e Interest transactions with credit financing accounts
include interest paid to Treasury on borrowing by
the financing accounts, offset by interest paid by
Treasury on the financing accounts’ uninvested bal-
ances. Although the financing account transactions
are non-budgetary, Treasury payment and receipt
of interest are budgetary transactions and there-
fore affect net outlays and the deficit. For TARP fi-
nancing accounts, interest transactions are based
on the market-risk adjusted rates used to discount
the cashflows. The net financing account interest
paid to Treasury is expected to be $19 billion in 2009
and to reach $33 billion in 2010, and then to decline
over time as the financing accounts repay borrowing
from Treasury through proceeds and repayments on

TARP equity purchases and direct loans.

e The full impact of TARP on the deficit includes the
cost of Treasury borrowing from the public—debt
service—for the higher outlays listed above. Debt
service reaches $21 billion in 2012, and then falls to
$20 billion in 2014 and $15 billion in 2019.

The figures shown in Table 7-4 do not incorporate any re-
estimates of subsidy costs for TARP programs implemented
to date. The costs of credit programs are reestimated annu-
ally by updating cash flows for actual experience and new
assumptions, and adjusting for any change in estimates by
either recording additional subsidy costs (an upward reesti-
mate) or by reducing subsidy costs (a downward reestimate).
Reestimates will be calculated over the coming months, and
incorporated into the 2011 Budget.

Comparison with Congressional Budget Office
Estimates

While CBO’s March analysis of the President’s
Budget provides its most recent estimate of the total
cost of the TARP program, its January report on the
cost of the TARP program provides more extensive
transaction-by-transaction detail and describes the
methods that CBO uses. To clarify the differences be-
tween the OMB and the CBO estimation approach, this
analysis uses the older estimate (and its backup data)
as a point of comparison.

The cost estimates in the President’s Budget are
higher than estimates made by the Congressional
Budget Office (CBO) in its January report because
they were made after a significant drop in the prices
of publicly-traded securities of banks participating in
the Treasury program in January 2009. Like the CBO
model, OMB’s models derive estimated costs of the
TARP transactions from market prices, particularly
through the market adjustment to the discount rate
required by EESA.

Table 7-6 below shows OMB’s estimates of the cost
of the transactions alongside CBO’s. To facilitate the
comparison, the table presents OMB’s estimates of
the cost of the transactions before some of the terms
of purchases were modified. Since those modifications
were made after CBO’s report, CBO’s estimates do not
reflect them. The comparison is also limited to only
those transactions that are included in the CBO report.
OMB’s estimated 39 percent subsidy rate for those
transactions is substantially higher than the 26 per-
cent rate estimated by CBO.

The difference is due almost wholly to the date of valu-
ation. CBO valued the transactions using market data as
of December 31, 2008, while OMB used market data from
the end of January, 2009. When OMB values the transac-
tions using market data as of the December 31 valuation
date that CBO used for its report, the result is an almost
identical total subsidy rate to CBO for the transactions,
and the subsidy rates for individual transactions are very
similar as well.

This comparison suggests that CBO’s March es-
timates were higher than those in their January re-
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Table 7-6. COMPARISON OF OMB’S COST ESTIMATES WITH CBO’S FOR TRANSACTIONS INCLUDED IN

THE CBO JANUARY TARP REPORT

(Dollar amounts in billions)

Estimated Estimated Estimated
# of Institutions | Disbursement | Subsidy CBO | Subsidy OMB | Subsidy OMB

(12/31/08) (12/31/08) (1/31/09)
Equity Purchases:
Capital Purchase Program ..........ccccovevveevnsrernninnns 214 178 32 32 54
American International Group .. 1 40 21 23 28
Citigroup ... 1 20 5 4 9
GMAC ..ot 1 5 3 3 3
Total Equity PUIChASES .....vevevrerioerirniieriesirssins 217 243 61 62 94
Loans to Automobile Companies 1 4 3 3 3
TOMAl v 218 247 64 65 97
SUbSIAY RALE ... 26% 26% 39%

port and OMB’s estimates in the President’s Budget,
partly because they reflect market prices at the end
of February, and thus an even further decline in bank
stock prices. CBO’s March analysis also might make
different assumptions about transactions that have yet
to be completed.

Future Government Actions

The Administration will continue to develop new pro-
grams to mitigate the effects of the financial crisis, while
it will also take steps to prevent future financial crises.
The Budget provides increased resources for financial
regulators to ensure that institutions are complying with
existing laws and regulations, and thereby prevent mis-
conduct and fraud.

The President’s comprehensive regulatory reform is
aimed at reforming and modernizing our financial regula-
tory system for the 21st century, providing stronger tools
to prevent and manage future crises, and rebuilding con-
fidence in the basic integrity of our financial system—for
sophisticated investors and working families alike. The
reform has four components:

Addressing Systemic Risk. This crisis—and the cases
of firms like Lehman Brothers and AIG—has made clear
that certain large, interconnected firms and markets need
to be under a more consistent and more conservative reg-

ulatory regime. It is not enough to address the potential
insolvency of individual institutions—regulators must
also ensure the stability of the system itself.

Protecting Consumers and Investors. 1t is crucial
that when households make choices to invest their sav-
ings they benefit from clear rules of the road that prevent
manipulation and abuse. While outright fraud like that
perpetrated by Bernie Madoff is already illegal, these cas-
es highlight the need to strengthen enforcement and im-
prove transparency for all investors. Lax regulation also
left too many households exposed to deception and abuse
when taking out home mortgage loans.

Eliminating Gaps in Our Regulatory Structure.
The Nation’s regulatory structure must assign clear au-
thority, resources, and accountability for each of its key
functions. Turf wars or concerns about the shape of orga-
nizational charts must not prevent the establishment of a
substantive system of regulation that meets the needs of
the American people.

Fostering International Coordination. To keep
pace with increasingly global markets, regulators must
ensure that international rules for financial regulation are
consistent with the high standards we will be implement-
ing in the United States. Additionally, the Administration
will launch a new, three-pronged initiative to address pru-
dential supervision, tax havens, and money laundering is-
sues in weakly-regulated jurisdictions.
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Table 7-7. ESTIMATED FUTURE COST OF OUTSTANDING FEDERAL DIRECT LOANS AND LOAN GUARANTEES

(In billions of dollars)

; Estimated N Estimat
Program Outg?on;jmg Future Costs of Outgtoaongmg Futusr:e C%sti of
2007 Outstanding ' 2008 Outstanding *
Direct Loans: 2

Federal StUAENt LOANS ......uivuiiiiiieiseeiseie et 124 15 148 22
Farm Service Agency (excl. CCC), Rural Development, Rural HOuSINg ..........ccceevriviinnee 44 10 45 9
Rural Utilities Service and Rural Telephone Bank ... 40 1 42 2
Housing and Urban Development 10 3 9 3
EXPOrt-IMPOrt BANK .......ocvuieiiiiiceec et 6 2 5 2
PUDNC LW 480 ...vovevvervrereesneessssessesssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssnnes 8 4 7 3
Agency for International Development ... 6 2 6 2
Commodity Credit COrPOration ...........c.ieeeriuireiriieeseiesiseiesie st eseeees i L i1 L

DiISASIEr ASSISIANCE ..v.vvvvviriererrieireisie ettt 10 2 10
GSE Mortgage-Backed Securities Purchase Program .. V% O VOO 3 *
VA MOTGAGE vvvvvuvrerererresseessessssssesesssesssssssessssssssss st sss s sssssssss s asssssssesssnsssnnes 1 (1) 1 (1)
Other Direct LOan Programs ... esssessessesssessesssessesseees 10 6 9 4
TOtal DIFECE LOANS ......vuceeciiiiiciciecee it 260 44 286 49

Guaranteed Loans: 2

FHA-Mutual Mortgage INSUranCe FUNG ..o 322 7 448 17
VAMOMQAZE ... 232 4 232 4
Federal Student Loans 363 51 415 43
FHA-General and Special Risk Insurance Fund . 08 L 128 2
SMAI BUSINESS 3 ... es s sessss s ssssssnes s ssssns 72 2 75 2
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Table 7—7. ESTIMATED FUTURE COST OF OUTSTANDING FEDERAL DIRECT LOANS AND LOAN GUARANTEES—Continued

(In billions of dollars)

’ Estimated " Estimated
Program Outgg:lg;ilng Future Costs of Outgtoa(;lsdmg Future Costs of
2007 Outstanding ' 2008 Outstanding*

Export-Import Bank 39 1 40 1
INtErNAtioNal ASSISIANCE ........cvuerciriieiriieei ettt 22 2 22 2
Farm Service Agency (excl. CCC), Rural Development, Rural HOUSING ..........ccoeerverrveinnne 2 L 37 1
Commodity Credit COrPOration ............oeiveereieririireieeireiieeieeee it eseees 3 4 L
Maritime Administration 3 L 20
Government National Mortgage Association (GNMA) 3 ... oo b I *
Other Guaranteed Loan Programs ...........c.ccuiuniiieisneineseisesississesessesssssesssssesisessees 6 2 4 2
Total GUArANtEEA LOBNS .......cuuiuuiiriieieiieiieeie ittt 1,202 69 1,407 74
Total Federal Credit 1,462 113 1,693 123

* $500 million or less.

' Direct loan future costs are the financing account allowance for subsidy cost and the liquidating account allowance for estimated uncollectible principal and interest. Loan guarantee

future costs are estimated liabilities for loan guarantees.

2 Excludes loans and guarantees by deposit insurance agencies and programs not included under credit reform, such as CCC commodity price supports. Defaulted guaranteed loans

which become loans receivable are accounted for as direct loans.

3 Certain SBA data are excluded from the totals because they are secondary guarantees on SBA’s own guaranteed loans. GNMA data are excluded from the totals because they are

secondary guarantees on loans guaranteed by FHA, VA and RHS.
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Table 7-8. REESTIMATES OF CREDIT SUBSIDIES ON LOANS DISBURSED BETWEEN 1992-2008 '

(Budget authority and outlays, in millions of dollars)

Program 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
DIRECT LOANS:
Agriculture:
Agriculture Credit Insurance FUN .........occvveemrenreeneernrernneennnens 23] .. 331 656 921 10 -701| 147 -2 -14| -251| 478
Farm Storage Facility LOANS .......ccccouemmnmrmninnisisinsnnne | e[ el | -1 -7 -8 7 -1 .. 50 —47
Apple Loans ......... S oot oot N -2 L * * * * -1
Emergency Boll Weevil Loans .........c.cocovneeneeneeniincnnns | ] ] ] 1 * * 3 * ¥
Distance Learning, Telemedicine and Broadband Loans ..........| — wee| el | 1 -1 -1 1 7 1 3 -3
Rural Electrification and Telecommunications Loans .| oo =39 ... =17 -42 101 265 143|  -197| -108| -149 329
Rural Telephone Bank 0 [ -9 . -1 -3 -7 -6 -17 -48 -22 36
Rural Housing Insurance Fund ... | veeees 4] E—— 19 29| 435 -64|  -200 109 .. -13| 405
Rural Economic Development LOANS ..........oevnevvmvemmivmrinniinns | eeveee -1 b I -1 -1 -2 * -3 3 -1
Rural Development Loan Program .........conneinensineens | wvees -6 | -1 =3 -3 -2 -7 * -4
Rural Community Advancement Program2 .........ccccoooeemeemmmmseeees | oo ] I— 37 3 -1 -84 -34 -73 =77 =31 144
PL.480 | ] ] -23 65| -348 33 43| -239 -26 44|  -163
P.L. 480 Title | Food for Progress Credits ... | v | || -112 =441 ] ] ] e
Commerce:
Fisheries FINANCE .........ccvvrvminirvcrnrenresnsvcinesinenenes | v e s -19 -1 =3 1 -15 -12 11 -16
Defense:
Military Housing Improvement FUNd ... | | | ||| ] * -4 -1 -8 -2
Education:
Federal Direct Student Loan Program: 3 ...........cccoccovnveeeriviiennnnns
Volume reestimate ..........coeeveervernincrnreneisssssiieens | e 22| ... -6 ... 431 ] ] e ] ]
Other technical reestimate ..........co..ooevrerenmrrrnriseeserirnnens 172|  -383| -2,158 560 .. 3,678 1,999 855| 2,827| 2,674 408 -45
Temporary Student Loan Purchase Authority: 3 ............ccccc..uunn...
VOIUME FEESHMALE ..o | wveene| ] ]| || ] ] ] 418
Other technical reestimate v | ] ] ] ] ] ] ] ] ] ] 444
College Housing and Academic Facilities Loans ... | conene| o] e e U VOO (OO IRV IO * * *
Historically Black Colleges and UNiVErSItiIES .....cocccovvvvvmvinccnne | v | ] ] ] ] ]| 11 -16 -24
Homeland Security:
Disaster ASSISIANCE ........ccccucrvvvvviinnnrmssisisssnsssssssssnssiiinns | | s 47 36 -7 -6 * 4 * * * -20
Interior:
Bureau of Reclamation Loans ... | vl e 3 3 -9 14 . 17 1 1 -3
Bureau of Indian Affairs Direct Loans . w| 1 5 -1 -1 2 ) * * 1 -1 1
Assistance to AMerican Samoa .......cccocvvovemecvmininivsiisninenae | | el || ] * b 2l -2
Transportation:
High Priority Corridor LOANS ... S8 ] ] ] ] ] ] ] ]
Alameda Corridor LOAN .........c.oveievnimnernireinisisisnvesininen | e e 58| ] e 120 ] e e ]
Transportation Infrastructure Finance and Innovation OO e o 18] ] ] 3 -1 7 11| -163
Railroad Rehabilitation and Improvement Program ... | wne| | ]| | -5 -14 -1 -1 15 -8
Treasury:
GSE Mortgage-Backed Securities Purchase Program .............. 25
Community Development Financial Institutions Fund ... | ] e W ] ) -1 - -1 1 b E—
Veterans Affairs:
Veterans Housing Benefit Program Fund .. 465  -111 52| 107 -697 17 178 987 —44 -76|  -402 20
Native American Veteran Housing .......... S O e oo PO o -3 * * * 1 1 *
Vocational Rehabilitation Loans ... | | ||| * * * -1 1 -1 1
Environmental Protection Agency:
Abatement, Control and COmMPlIaNCE ... | e | e 3 -1 * -3 * * * * *
International Assistance Programs:
Foreign Military FINGNCiNg ..........cccvevvvreinirnnierneesneeciees 4 1 152| -166 119 =397 -64 -41 -7 -6 7 78
U.S. Agency for International Development:
Micro and Small Enterprise Development ... | o] | | b I O Ot ot I
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Table 7-8. REESTIMATES OF CREDIT SUBSIDIES ON LOANS DISBURSED BETWEEN 1992-2008 '—Continued

(Budget authority and outlays, in millions of dollars)

Program 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
Overseas Private Investment Corporation:
OPIC DIreCt LOANS ...ovvvveerrieiesisiseisississssssssssenens | vevene| ||| -4 -21 3 -7 72 31 -15

Debt REAUCHON ......ovuuiieieiciesesessesssssssssnnnis | v e 36 -4 . * 47| 104 54 s3]
Small Business Administration:

BUSINESS LOANS ....ocvvviriiicieiieienisesssessisesssisssssssnssnees | v e e 1 -2 1 25 ... -16 -4 4 6

DISASIEr LOANS ..vvvevercernrereeseeseeseesseesseneseessseesssessssssssssssens -193 246| -398| 282 -14 266 589 196 61 258  -109 134
Other Independent Agencies:

Export-Import Bank Direct LOANS .........cccovvvmivvevmcnvniveinicnnns | voven| e =177 157 117|  -640| -305 111 =257 227 120 8

Federal Communications Commission 4,592 980 -1,501| -804 92 346 380 732 -24 L 10

LOAN GUARANTEES:

Agriculture:

Agriculture Credit Insurance FUNd ..........cccocovireininininerneins 96| .. =31 205 40 -36 -33 -22| -162 20 -36 —47

Agriculture Resource Conservation Demonstration .......cccee|  vone| | 2 1 -1 * il VO oS! I

Commodity Credit Corporation Export Guarantees ... | cvvene| o] v -1,410) .. -13| -230| -205| -366| -232| 225 -38

Rural Electrification and Telecommunications Loans . T O v o) * * *

Rural Housing INSUrance FUNd ...........coocvevnmrmeennrimnisnsiisniinns | oo 109 ... 152 -56 32 50 66 4 L. -19 24

Rural Community Advancement Program2 ... | eoveee ) L 63 17 91 15 29 -64 -16 -10 2

Renewable ENergy ... | vl ]| ] ] * *
Commerce:

FiSheries FINANCE .....vvvrvrereeeereiiesssssssseessssesssesssessssssssssens 2| ] e -3 -1 3 * 1 * 1 * *

Emergency Steel Guaranteed Loans ......... | ] ] ] 50 * 3 -75 -13 1 -53

Emergency Oil and Gas Guaranteed Loans .......covvccnccnne | weene| | * * * * * -1 * T
Defense:

Military Housing Improvement FUNd ... | v | ]| | -3 -1 -3 -5 -1 -2

Defense Export Loan Guarantee ............ | ] ] ] ] ] ] S50 ] ] e

Arms Initiative Guaranteed Loan Program ... | || ] ] ] ] ] ]| ] 20 2
Education:

Federal Family Education Loan Program: 3 ..............ccceecuvveeeeeenns

VOIUME TEESHMALE ..o | e -13 -60 42| .. 277 ] | ] ] e

Other technical reestimate ..........occeeeeeereeineneseseseiiseiiens | e -140 667| -3,484| ... -2,483| -3278| 1,348/ 6,837| -3,399| -189| -13463
Health and Human Services:

Heath Center Loan GUAarantees .......cccoevcmevevmvminsvsisecnsins | voven| v 3 * b I 1 * * -1 -2

Health Education Assistance LOans ... | v ||| -5 =37 -33 -18 -20 * -156
Housing and Urban Development:

Indian Housing Loan Guarantee ...........ccuvccomcvncionnnes | el vl -6 . -1 * -3 -1 * -5 -7

Title VI Indian GUArantees .......ccvvmvevnensinecnmississssisessninne | ||| e -1 1 4 * -4 -3 -1

Community Development Loan GUarantees ... | wvee| o] | ]| 19 -10 -2 4 1 -2

FHA-Mutual Mortgage Insurance ... | 3,789 .. 2,413| -1,308| 1,100| 5947 1,979| 2842 636 3,923| 9,331

FHA-General and Special RisK ............covvemrerrermrernrinresnnersnnenns 743 9 .. -217|  -408 77 352 507 238| -1,254| -362| 6,086
Interior:

Bureau of Indian Affairs Guaranteed LOans ... | vovene| | -14 -1 -2 -2 * 15 5 -30 -3
Transportation:

Maritime Guaranteed Loans (Title XI) ..o | eeens -7 30 -15 187 27 -16 4 -76 -1 =51 23

Minority Business Resource Center ... | vovene| | | LI * b * b I
Treasury:

Air Transportation Stabilization Program ... | vvne| ||| 13|  -199 292|  -109 =95 .|
Veterans Affairs:

Veterans Housing Benefit Fund Program ...........cccocveivriniicnen. 38 492 229 =770 -163 -184| -1,515 —462 -842 525 182 -7
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Table 7-8. REESTIMATES OF CREDIT SUBSIDIES ON LOANS DISBURSED BETWEEN 1992-2008 '—Continued

(Budget authority and outlays, in millions of dollars)
Program 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009

International Assistance Programs:

U.S. Agency for International Development:
Development Credit AUNOTIY ... | | el | -1 . 1 -3 -2 2 11 5
Micro and Small Enterprise Development
Urban and Environmental Credit

Assistance to the New Independent States of the Former
Soviet Union

Loan Guarantees to Israel ..
Loan Guarantees to Egypt .

Overseas Private Investment Corporation:
OPIC Guaranteed Loans

........................ 5 77 60| -212 =21 -149| -268 -26

Small Business Administration:

BUSINESS LOANS ...ttt -279| -545| -235| -528| 226 304/ 1,750 1,034 -390, -268| -140 931
Other Independent Agencies:

Export-Import Bank GUarantees .............coveeeeveeevnenerinensiinecns | wvveee] v -191] -1,520] -417| -2,042| -1,133] -655| -1,164] -579| 174 23
Total 5642| 4,518 -3357| —6427| -1,854| -142| 3468 6,008 9,003] -3441| 2,044 2,876

*$500,000 or less.

T Excludes interest on reestimates. Additional information on credit reform subsidy reestimates is contained in the Federal Credit Supplement.
2 Includes Rural Water and Waste Disposal, Rural Community Facilities, and Rural Business and Industry programs.

3 Volume reestimates in mandatory programs represent a change in volume of loans disbursed in the prior years.
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Table 7-9. DIRECT LOAN SUBSIDY RATES, BUDGET AUTHORITY, AND LOAN LEVELS, 2008-2010

(Dollar amounts in millions)

2008 Actual 2009 Enacted 2010 Proposed
Agency and Program Subsidy Subsidy Subsidy
Subsidy budget Loan Subsidy budget Loan Subsidy budget Loan
rate ! authority levels rate ! authority levels rate ! authority levels
Agriculture:
Agricultural Credit Insurance Fund Program Account ........... 8.77 102 1,162 9.77 107 1,103 3.99 51 1,290
Farm Storage Facility Loans Program Account ...........ccccueuue. 1.01 1 148 6.11 9 153 -0.98 -2 153
Rural Electrification and Telecommunications Loans Program
ACCOUNE oot ssenen -0.60 -46 7,774 -2.13 -155 7,290 -1.21 -89 7,290
Distance Learning, Telemedicine, and Broadband Program .. 2.15 10 452 3.88 56 1,428 7.24 485 6,692
Rural Water and Waste Disposal Program Account ............... 10.42 132 1,271 14.62 538 3,678 7.54 77 1,022
Rural Community Facilities Program Account ......... 5.55 21 386 5.72 94 1,639 1.31 4 295
Farm Labor Program Account ............ccccocevueiininnes 43.26 13 31 42.14 14 32 36.14 8 22
Multifamily Housing Revitalization Program Account .............. 65.11 20 31 60.35 25 41 27.89 2 6
Rural Housing Insurance Fund Program Account .................. 11.66 144 1,240 7.95 221 2,792 5.03 63 1,246
Rural Microenterprise Investment Program Account e e 34.03 3 9 21.35 14 66
Rural Development Loan Fund Program Account .................. 42.89 14 34 41.85 14 34 25.24 8 34
Rural Economic Development Loans Program Account ......... 22.59 7 32 20.88 7 35 13.05 4 33
Commerce:
Fisheries Finance Program Account ..........ccccccveuvciiniincinnns -5.88 -2 38 -7.19 -5 67 -8.91 -6 67
Defense—Military:
Defense Family Housing Improvement Fund ..........c.cccccoveennee. 20.64 28 137 31.31 54 171 8.14 38 471
Education:
College Housing and Academic Facilities Loans Program
ACCOUNE «.vevvereteeeierissesesesssssssssessnssssssessssnnses | e el 16.31 10 61 11.35 20 178
TEACH Grant Program Account .......... 13.03 2 13 -3.63 -2 42 -3.67 -2 67
Federal Perkins Loan Program Account ... | e | ] ] -14.32 -498 3,476
Federal Family Education Loan Program Account?............... -2.21 -498 22,528 -8.23 -4,760 57,841 -13.70 -3,350 24,442
Federal Direct Student Loan Program Account ..........c..c....... -1.97 -652 33,175 -16.30 -6,713 41,175 -16.99 -13,847 81,491
Energy:
Title 17 Innovative Technology Program ... | o] | 6.75 945 14,000 7.72 3,437 44,500
Advanced Technology Vehicles Manufacturing Loan Program
ACCOUNE oo ssssssnsssssssssssnnenss | o] e 21.74 2,196 10,100 17.43 2,598 14,900
Homeland Security:
Disaster Assistance Direct Loan Program Account ............| el ] e .04 25 -0.36) .. 25
Housing and Urban Development:
FHA-Mutual Mortgage Insurance Program Account ... | el ] ] | 500 ] 50
Green Retrofit Program for Multifamily Housing, Recovery
ACE oot eneseenr st || e e 89.82 83 92 82.30 83 101
State:
Repatriation Loans Program ACCOUNt ..........coeevvvrvvverrrsnnnnnns 60.22 1 1 59.77 1 1 58.05 1 1
Transportation:
Federal-Aid HIghWaYS .........ovurrrerereenneeriseeesseseeesseessneenns 15.10 154 1,019 10.44 186 1,781 12.03 100 831
Railroad Rehabilitation and Improvement Program ............| | el 0.00f ... 600 000 ... 600
Treasury:
GSE Mortgage-Backed Securities Purchase Program
ACCOUNE ...ttt -1.62 -81 5,000 -2.36 -5,876| 249,000 -3.73 2,238 60,000
Financial Stabilization RESEIVES v | ] 33.33 250,000 750,000 ...l
Troubled Asset Relief Program AcCount® ... | ol | 34.81 114,686 329,500 .| .|
Troubled Asset Relief Program Equity Purchase Program* .| .| | o 41.91 139,656| 333,000 .| .|
Community Development Financial Institutions Fund
Program ACCOUNt ........ccuuueveemmmerremneereseesessssesssssssssessens 37.52 1 4l e e e
Veterans Affairs:
Housing Program ACCOUN ...........cceueimerineiecenieenicninnienins 2.66 3 130 -2.81 -31 1,077 -4.86 -54 1,110
Native American Veteran Housing Loan Program Account ... -14.48 -1 6 -10.07 -2 15 -32.78 —4 il
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Table 7-9. DIRECT LOAN SUBSIDY RATES, BUDGET AUTHORITY, AND LOAN LEVELS, 2008-2010—Continued

(Dollar amounts in millions)

2008 Actual 2009 Enacted 2010 Proposed
Agency and Program Subsidy Subsidy Subsidy
Subsidy budget Loan Subsidy budget Loan Subsidy budget Loan
rate ! authority levels rate ! authority levels rate ! authority levels
General Operating EXpPeNnSes .........ccourviminimernerenineennes 216 ... 2 193 ... 3 127 ... 2
International Assistance Programs:
Overseas Private Investment Corporation Program Account ...... 3.87 5 124 2.34 7 300 2.57 13 500
Small Business Administration:
Disaster Loans Program ACCOUNt .........ccccureereeerermneerneerneenns 16.27 124 763 14.92 158 1,061 10.73 117 1,100
Business Loans Program ACCOUNt .........c.cccreveremieerennincianne 10.12 2 20 0.34 6 1,717 0.15 6 4,050
Export-Import Bank of the United States:
Export-Import Bank Loans Program Account ..............c.ce..... -10.06 -6 56 6.1 17 270 33.13 17 50
National Infrastructure Bank:
National Infrastructure Bank Program Account ... | vl ] | | ] 50.72 863 1,701
Total N/A -502| 75577 N/A|  491,449| 1,810,183 N/A|  -12,081| 257,873

N/A = Not applicable.

1 Additional information on credit subsidy rates is contained in the Federal Credit Supplement.

2 Includes Temporary Student Loan Purchase programs authorized by the Ensuring Continued Access to Student Loans Act. Consolidated loans are not eligible for purchase.

3 Table includes $750 billion in potential activity associated with a $250 billion Financial Stability Reserve. Funding has not been requested, but serves as a reserve should additional

amounts be necessary for financial stabilization efforts.

4 As authorized by the Emergency Economic Stabilization Act (EESA), table includes equity purchases under the Troubled Asset Relief Program. Subsidy costs for equity purchases
and direct loan transactions under the Troubled Asset Relief Program are calculated using the discount rate required by the Federal Credit Reform Act adjusted for market risks, as

authorized by the EESA.
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Table 7-10. LOAN GUARANTEE SUBSIDY RATES, BUDGET AUTHORITY, AND LOAN LEVELS, 2008-2010

(Dollar amounts in millions)

2008 Actual 2009 Enacted 2010 Proposed

Agency and Program Subsidy Subsidy Subsidy
Subsidy | budget Loan Subsidy | budget Loan Subsidy | budget Loan
rate " | authority | levels rate " | authority | levels rate " | authority | levels

Agriculture:
Agricultural Credit Insurance Fund Program Account .. 2.02 46 2,252 2.61 67 2,587 1.85 53 2,869
Commodity Credit Corporation Export Loans Program
ACCOUNL ..ot 3.05 87 2,854 0.91 50 5,475 -0.99 -54 5,500
Rural Water and Waste Disposal Program Account ..... -082] .. 18 -0.82 -1 75 -0.82 -1 75
Rural Community Facilities Program Account .............. 3.68 9 245 3.08 12 400 3.21 7 210
Rural Housing Insurance Fund Program Account ........ 1.35 96 7,111 1.31 248| 18,919 1.44 91 6,333
Rural Business Program Account .............ccccooeueveennen. 4.33 60 1,391 4.35 194 4,483 5.33 53 993
Renewable Energy Program Account ............c.cocneuenee. 9.69 2 16 9.69 30 312 13.64 64 466
Biorefinery Assistance Program Account ... | o] ) 33.34 75 225 35.47 262 740
Education:
Federal Family Education Loan Program Account ....... -0.01 4| 73,097 -159| -1,219| 76,845 1.34 620| 46,347

Health and Human Services:
Health Resources and Services .........cooweereererneens 341 8 450 ... 12 497 ... 12
Housing and Urban Development:
Indian Housing Loan Guarantee Fund Program

ACCOUNL ..ot ssnes 242 7 307 2.52 11 420 0.68 6 919
Native Hawaiian Housing Loan Guarantee Fund
Program ACCOUNT .......cccvuueverimerireierireeeeieriseneniees 2.42 1 41 2.52 1 42 2.52 1 42
Native American Housing Block Grant 12.12 2 13 12.34 2 17 11.18 2 18
Community Development Loan Guarantees Program
ACCOUNt oot 2.25 4 160 2.26 7 307 0.00f ... 275
FHA-Mutual Mortgage Insurance Program Account ..... -0.25 -435| 171,875 -0.17 -525| 315,000 -0.28 -912| 330,000
FHA-General and Special Risk Program Account ........ -1.58 -603| 38,072 -2.08 -145 6,980 -2.54 -184 7,287
Home Ownership Preservation Equity Fund Program
ACCOUNE oo | el e[ 23.27 209 900 22.72 1,250 5,500
Interior:
Indian Guaranteed Loan Program Account .................. 6.53 5 84 7.73 11 146 713 11 155
Transportation:
Minority Business Resource Center Program ............. 203 ... 3 186 .. 18 186 .. 18
Federal-Aid Highways 1% OO P I 10.00 20 200 10.00 20 200
Railroad Rehabilitation and Improvement Program ......| | | e 0.00[ .. 100 0.00] ... 100
Maritime Guaranteed Loan (Title XI) Program Account | il | 6.26 60 958 | ]
Treasury:
Troubled Asset Relief Program ACCOUNt? ... | oonene| | -0.18 =752 419,000] .| |
Veterans Affairs:
Housing Program ACCOUNL ..........ccccoeuniunriniineincineiieens -0.36 -129| 36,231 -0.60 =277 46,339 -0.12 -55| 47,233
International Assistance Programs:
Loan Guarantees to Israel Program AcCOUNt ....occcovvene | o] | 0.00[ .. 900 0.00] ... 900
Development Credit Authority Program Account .......... 6.00 14 244 3.17 19 590 4.27 16 364
Overseas Private Investment Corporation Program
ACCOUNE oot -0.68 -8 1,248 -0.84 -1 1,400 -0.75 -13 1,850
Small Business Administration:
Disaster Loans Program ACCOUNt ......cccvvvvevvccvmecnecvnes | v v || | 2.26 1 71
Business Loans Program ACCOUNt ..........cc.cveerreenrennee 0.00] ... 18,115 1.17 392| 21,710 0.72 303| 30,145
Export-Import Bank of the United States:
Export-Import Bank Loans Program Account ............... -0.68 98| 14,343 -2.04 -359| 17,534 -1.27 -205| 16,092

Total N/A -944| 367,728 N/A| 1,881 941,894 N/A 1,336] 504,714
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Table 7-10. LOAN GUARANTEE SUBSIDY RATES, BUDGET AUTHORITY, AND LOAN LEVELS, 2008-2010—Continued

(Dollar amounts in millions)

2008 Actual 2009 Enacted 2010 Proposed
Agency and Program Subsidy Subsidy Subsidy
Subsidy | budget Loan Subsidy | budget Loan Subsidy | budget Loan
rate | authority | levels rate | authority | levels rate | authority | levels
ADDENDUM: SECONDARY GUARANTEED LOAN
COMMITMENT LIMITATIONS
GNMA:
Guarantees of Mortgage-backed Securities Loan
Guarantee Program ACCOUNt ...........cccurivrrinierninen. -0.21 —-463| 220,605 -0.21 —-632| 300,900 -0.24 -733| 305,500
SBA:
Secondary Market Guarantee Program ... | | o 4138 e 12000) | e 12,000
Total, secondary guaranteed loan commitments..... N/A _463| 224743 N/A -632| 312,900 N/A 733 317,500

N/A=Not applicable

' Additional information on credit subsidy rates is contained in the Federal Credit Supplement.

2 The subsidy costs for Troubled Asset Relief Program asset guarantees are calculated using the discount rate under the Federal Credit Reform Act adjusted for
market risks, as authorized by the Emergency Economic Stabilization Act.
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Table 7-11.  SUMMARY OF FEDERAL DIRECT LOANS AND LOAN GUARANTEES

(In billions of dollars)

Actual Estimate'
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Direct Loans:

Obligations 39.1 437 454 42.0 56.3 57.8 425 75.6 1,810.2 257.9

Disbursements 37.1 39.6 39.7 387 50.6 46.6 4.7 411 1,788.9 200.7

New subsidy budget authority? ........... 0.3 * 0.7 04 2.1 47 1.4 37 493.5 -12.1

Reestimated subsidy budget authority 3 -1.8 0.5 29 2.6 3.8 3.1 34 -0.8 b I

Total subsidy budget authority .............. -1.5 05 35 3.0 6.0 7.8 4.8 -13 4935 -12.1
Loan guarantees:

COmMItMents* .......oo.ovevveeerresnrrrennens 256.4 303.7 345.9 300.6 248.5 280.7 270.2 367.7 941.9 504.7

Lender disbursements ...........ccoovvvns 212.9 2714 331.3 279.9 2216 256.0 251.2 354.6 926.3 496.8

New subsidy budget authority? ............. 2.3 2.9 3.8 7.3 10.1 17.2 5.7 -14 -5.0 -2.0

Reestimated subsidy budget authority 3 -7.1 2.4 -3.5 2.0 35 7.0 -6.8 36 05 ...

Total subsidy budget authority .............. 4.8 0.5 0.3 9.3 13.6 242 -1.1 2.2 -4.5 -2.0

* $50 million or less.

' Table includes Troubled Asset Relief Program equity purchases under the authority of the Emergency Economic Stabilization Act, and $750 billion in potential activity associated with
the $250 billion Financial Stability Reserve. Funding for the latter has not been requested, but serves as a reserve should additional amounts be necessary for financial stabilization
efforts.

2 Troubled Asset Relief Program credit subsidy costs calculated using the discount rate required under the Federal Credit Reform Act adjusted for market risks, as authorized by the
Emergency Economic Stabilization Act.

3 Includes interest on reestimate.

4To avoid double-counting, totals exclude GNMA secondary guarantees of loans that are guaranteed by FHA, VA, and RHS, and SBA’s guarantee of 7(a) loans sold in the secondary
market.
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Table 7-12. DIRECT LOAN WRITE-OFFS AND GUARANTEED LOAN TERMINATIONS FOR DEFAULTS

Agency and Program

In millions of dollars

As a percentage of outstanding loans

2008 2009 2010 2008 2009 2010
actual estimate estimate actual estimate estimate
DIRECT LOAN WRITE-OFFS

Agriculture:

Agricultural Credit INSUrANCE FUNG ......cuuiviiieiic et 63 72 67 1.00 1.15 1.06

Rural Community Facility 13 056 .l

Rural Business and Industry Program 14 3 3 27.45 8.57 10.34

Rural Electrification and Telecommunications Loans 5 Ll oot .l

Rural Development Loan FUNG ..o ssisessssssssssnnsnns | eeees 1 11 0.06 0.07

Rural Housing Insurance Fund 55 72 76 0.22 0.29 0.29
Defense—Military:

Family Housing Improvement FUNG ..........ccovciminicrnenreisnsscseseessssssssisnienens || el 11 e 0.19
Education:

Student FINANCIAl ASSISTANCE ..ottt 7 7 7 2.23 2.25 2.26
Housing and Urban Development:

Revolving Fund (Liquidating Programs) ...........ccceeeeiineinnsineseinsessinsssssesssssssssisseseas || e 1 1 16.66 25.00

Guarantees of Mortgage-backed Securities 4 O 2857 .|
Interior:

RevoIVINg FUND fOr LOANS ........ovuueiiiecriiiriecieseiesisesesiseessseisesiessestesssssesssssssssssennenens || seeees L1 o 10.000 ...
Treasury:

Troubled Asset Relief Program DireCt LOANS .........ccocvniieinminiernienesissisiessssssesesnnees | e 6,750 2,020 ... 2.03 0.65

Troubled Assets Relief Program Equity PUIChESES .........cvveveenerinrisniinesnissssssssssssssnsien | oo 64,502 26432 ... 8.60 10.84
Veterans Affairs:

Miscellaneous Veterans HoUSING LOANS  ..........cveurrimemrecerinsmneciennisesssnseessessssnnneeees | e 4 L 80.00 100.00

Veterans Housing Benefit Program 32 96 64 3.69 13.55 9.69
International Assistance Programs:

Debt Restructuring 290 L 1017 ]

Overseas Private Investment Corporation 14 15 15 1.76 1.96 2.01
Small Business Administration:

Disaster loans 329 309 157 3.58 3.56 1.89

BUSINESS I0BNS ....eoveoeeecvececeseeee e ss s sesssss s s nnsnssesssnssssssnssnssnsensnennens | e 4 o 2.72 2.98
Other Independent Agencies:

Debt Reduction (Export-Import Bank) 1 27 582 0.33 9.24 68.87

EXPOr-IMPOrt BANK ..ot 6 10 10 0.11 0.22 0.25

SPECHrUM AUCHON PTOGIAM ....vovveeeirreeseesesesesesseesssses s sess st sssssssssssssssssssssesssssssssssnns 163 111 47 43.23 52.85 47.47

Tennessee Valley Authority Fund 8 11 .. 15.09 212 L.

Total, direct loan write-offs 741 71 ,986 29 488 0.32 28.59 157

GUARANTEED LOAN TERMINATIONS FOR DEFAULT

Agriculture:

Agricultural Credit Insurance Fund 58 57 58 0.57 0.56 0.56

Commodity Credit Corporation Export Loans 41 22 27 1.21 0.60 0.40

Rural Community Facility 22 24 24 3.36 79.24 81.35

Rural Business and Industry Program 59 28 32 1.61 0.75 0.60

Rural Housing Insurance Fund 131 140 227 0.75 0.64 0.64
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Table 7-12. DIRECT LOAN WRITE-OFFS AND GUARANTEED LOAN TERMINATIONS FOR DEFAULTS—Continued

In millions of dollars As a percentage of outstanding loans !
Agency and Program 2008 2009 2010 2008 2009 2010
actual estimate estimate actual estimate estimate

Defense—Military:

Family Housing Improvement FUN ..o | e 7 7 1.42 1.45
Education:

Federal Family Education Loans 9,948 10,598 8,942 2.73 2.55 1.97
Health and Human Services:

Health Education Assistance Loans 12 16 15 1.06 1.63 1.62

Health Center Loan Guarantees 1 1 1 1.58 1.44 1.33
Housing and Urban Development:

Indian Housing Loan Guarantee 4 6 7 0.68 0.73 0.58

Native Hawaiian Housing Loan GUArantees ............coueiuernereneeneesensssnsessssessssnnsnens | veees 1 1 1.25 0.86

Native American Housing BIOCK Grant ... | e 2 20 2.02 1.86

Community Development Loan GUArANEES  .........ccveeeerrneueeneirninensseissssssssssssssssseinnes | v s =2 -0.09

FHA Mutual Mortgage INSUTANCE ... essssesssessssssssssenens 6,717 13,625 17,394 2.08 3.04 2.74

FHA General and Special RiSK INSUTANCE .........cccviiiiriiiiciiseiresriseiesise e 1,035 1,958 2,198 0.96 1.53 2.07

Home Ownership Preservation Entity FUN ........cccoeininnncsceseissesens | e 1 L 4.48
Interior:

Indian GUAranteed LOANS ........cccverivuriiiiineireseiesssiens st ssseniesnns | s 2 20 0.55 0.47
Transportation:

Maritime Guaranteed Loan (Title XI) ....oveeeirreeesesese s esissssssssssssssesesssessssssssssseesnnns || seeee 192 73 7.93 2.93
Treasury:

Troubled Assets Insurance Financing Fund Guaranteed LOanS ..........emcvmmmmmciismsmscinens | e e 1,06 . 0.27
Veterans Affairs:

Veterans Housing Benefit Program ..o, 1,136 1,744 1,841 0.48 0.75 0.68
International Assistance Programs:

Urban and Environmental Credit Program 17 22 23 1.22 1.76 2.07

Development Credit Authority .............c...... 2 2 2 0.78 0.75 0.68

Overseas Private Investment Corporation 51 150 150 112 2.87 2.58
Small Business Administration:

BUSINESS 08NS ...t 2,268 2,663 1,620 3.17 3.54 2.00
Other Independent Agencies:

Export-Import Bank 203 202 202 0.52 0.50 0.45

Total, guaranteed loan terminations for default 21,705 31,463 33,082 133 158 192

Total, direct loan write-offs and guaranteed loan terminations 22 446 103,449 63,470 1.0 4.62 1.36
ADDENDUM: WRITE-OFFS OF DEFAULTED GUARANTEED

LOANS THAT RESULT IN LOANS RECEIVABLE
Agriculture:

Agricultural Credit INSUrANCE FUNG ......couiriiiieieiieee st 6 6 6 8.57 8.95 9.37
Education:

Federal Family EQUCAHION LOANS ..ottt 1,444 1,652 1,606 4.80 4.81 4.70
Housing and Urban Development:

FHA Mutual Mortgage INSUFANCE ..o || e 4 4 L 0.76 0.64

FHA General and Special Risk Insurance 186 22 19 4.36 0.43 0.30
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Table 7-12. DIRECT LOAN WRITE-OFFS AND GUARANTEED LOAN TERMINATIONS FOR DEFAULTS—Continued

Agency and Program

In millions of dollars

As a percentage of outstanding loans !

2008 2009 2010 2008 2009 2010
actual estimate estimate actual estimate estimate
Interior:
Indian GUAranteEd LOANS .....c.veriririririreiscisiseissss st ssssssssssssssssssssnnns | e 20 Ll 25.000 ...
Veterans Affairs:
Veterans Housing Benefit Program ..o 25 16 9 8.92 3.97 2.30
International Assistance Programs:
Overseas Private Investment COrporation ...........coc.oeveereeeerirnesissessnsessssessssssssssessssssssssons 51 81 70 38.05 36.65 29.16
Small Business Administration:
BUSINESS [0BNS  ...vuiviiiiiicicic ettt sttt 1,416 279 277 23.15 5.11 4.96
Total, write-offs of loans receivable 3,128 2,062 1,991 7145 4.29 4.04

1 Average of loans outstanding for the year.
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Table 7-13.  APPROPRIATIONS ACTS LIMITATIONS ON CREDIT LOAN LEVELS '

(In millions of dollars)

2008 2009 2010
Agency and Program Actual Actual Estimate
DIRECT LOAN OBLIGATIONS
Agriculture:
Agricultural Credit Insurance Fund Direct Loan Financing Account ...... 1,199 1,053 1,340
Rural Economic Development Direct Loan Financing Account  ............ 32 35 33
Commerce:
Fisheries Finance Direct Loan Financing Account ............ccovcneeneunenen. 38 67 67
Education:
Historically Black College and University Capital Financing Direct Loan
FiNancing ACCOUNE ........ccuucuuiuiiinirniiieineieisese e sssssesssssssisssens | e 61 178
Energy:
Title 17 Innovative Technology Direct Loan Financing Account ..o | e 47,0000 ..
Homeland Security:
Disaster Assistance Direct Loan Financing ACCOUNt ....cccovcovvvvccvmcnecnn | veens 25 25
Housing and Urban Development:
FHA-General and Special Risk Direct Loan Financing Account ............ 50 50 20
FHA-Mutual Mortgage Insurance Direct Loan Financing Account ........ 50 50 50
State:
Repatriation Loans Financing ACCOUNE ............ccceiurreneinieneineeneirnennenens 1 1 1
Transportation:
Transportation Infrastructure Finance and Innovation Program Line of
Credit Financing ACCOUNt ......cc.vueieerernernreseessesvcsereiseees | eveees 200 200
Railroad Rehabilitation and Improvement Direct Loan Financing
ACCOUNE .o | | e 600
Treasury:
Community Development Financial Institutions Fund Direct Loan
Financing Account 10 16 ..
Veterans Affairs:
Vocational Rehabilitation Direct Loan Financing Account ..o, 2 3 2
Total, limitations on direct loan obligations ...........cccceeersmssssnnnns 1,382 48,561 2516
LOAN GUARANTEE COMMITMENTS
Agriculture:
Agricultural Credit Insurance Fund Guaranteed Loan Financing
ACCOUNT et 2,277 2,481 2,869
Health and Human Services:
Health Center Guaranteed Loan Financing AcCOUNt ..........cc.eevrevencrenn. 8 12 12
Housing and Urban Development:
Indian Housing Loan Guarantee Fund Financing Account .........c.......... 367 420 919
Title VI Indian Federal Guarantees Financing Account .........c.ccoccveennee. 17 17 18
Native Hawaiian Housing Loan Guarantee Fund Financing Account ... 4 42 42
Community Development Loan Guarantees Financing Account ........... 200 265 275
FHA-general and Special Risk Guaranteed Loan Financing Account ... 45,000 45,000 15,000
FHA-mutual Mortgage Insurance Guaranteed Loan Financing Account 185,000{  315,000{ 400,000
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Table 7-13.  APPROPRIATIONS ACTS LIMITATIONS ON CREDIT LOAN LEVELS '—Continued

(In millions of dollars)

2008 2009 2010
Agency and Prograrm Actual Actual Estimate

Interior:

Indian Guaranteed Loan Financing Account ...........cccoovvevvieninciennens 84 146 155
Transportation:

Minority Business Resource Center Guaranteed Loan Financing

ACCOUNE et 18 18 18

RRIF Guaranteed Loan Financing ACCOUNt ... | | 100
International Assistance Programs:

Development Credit Authority Guaranteed Loan Financing Account ... 700 700 700
Small Business Administration:

Business Guaranteed Loan Financing ACCOUNt ........c.everrernererreennnenn. 18,115 29,210 30,145

Disaster Loans Guaranteed Loan Financing ACCOUNt ..o | o] e 7

Total, limitations on loan guarantee commitments 251,827 393,311 450,324
ADDENDUM: SECONDARY GUARANTEED

LOAN COMMITMENT LIMITATIONS
Housing and Urban Development:

Guarantees of Mortgage-Backed Securities Financing Account ........... 200,000 300,000 500,000
Small Business Administration:

Secondary Market GUAraNtees ............oeeeveeeeermnimermneireeneiesisenesincnas 4,138 12,000 12,000

Total, limitations on secondary guaranteed loan commitments ..... 204,138| 312,000 512,000

' Data represents loan level limitations enacted or proposed to be enacted in appropriation acts. For information
on actual and estimated loan levels supportable by new subsidy budget authority requested, see “Direct Loan
Subsidy Rates, Budget Authority, and Loan Levels 2008-2010” and “Loan Guarantee Subsidy Rates, Budget

Authority, and Loan Levels 2008-2010” .
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Table 7-14. FACE VALUE OF GOVERNMENT-SPONSORED LENDING

(In billions of dollars)

Outstanding
2007 2008
Government Sponsored Enterprises:
Fannie Mae? ... 2,658 2,955
Freddie Mac? ...... 1,969 2,135
Federal Home Loan Banks 824 1,012
Farm Credit SYSIEM ...ttt 132 156
Total 5,583 6,258

' New originations including issuance of securities and investment portfolio purchases, net of purchases of federally
guaranteed loans.

2 Data for Fannie Mae is net of purchases of federally guaranteed loans and Freddie Mac issuances, as reported by the
Federal Housing Finance Agency (FHFA).

3 Data for Freddie Mac is net of purchases of federally guaranteed loans and Fannie Mae issuances, as reported by the
Federal Housing Finance Agency (FHFA).
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Table 7-15. LENDING AND BORROWING BY GOVERNMENT-SPONSORED ENTERPRISES (GSEs)"

(In millions of dollars)

Enterprise 2008
LENDING
Federal National Mortgage Association:
Portfolio programs:
NEE CHANGE vevovreeereereereeese st 38,588
Outstandings 767,166
Mortgage-backed securities:
Net change 274,788
OUESTANAINGS .vvvevvvveserirsiies st s bbbt 2,278,170
Federal Home Loan Mortgage Corporation:
Portfolio programs:
NBE CRANGE oot 23,712
Outstandings 736,876
Mortgage-backed securities:
Net change 150,611
OUESTANAINGS .vvvovvveerereiseissessssssssesssssss st 1,459,462
Farm Credit System:
Agricultural credit bank:
Net change 6,771
Outstandings 43,110
Farm credit banks:
Net change ..... 15,987
Outstandings 103,382
Federal Agricultural Mortgage Corporation:
NEE CNANGE ..t bbb b bbbt 1,448
OUESTANGINGS .vvvvvvveeraeiseiseeeesesssseessssss sttt 9,810
Federal Home Loan Banks:
INEE CRANGE ..ottt 182,661
OUSTANAINGS +vvvvvvevvsriseeisssiss et s sttt 1,099,624
Less federally guaranteed loans purchased by:
Federal National Mortgage Association:
NBE CRANGE ..ot 14,283
OUESTANGINGS ..vvvvvveiesiiie sttt 56,805
Federal Home Loan Mortgage Corporation:
NEE CHANGE .. vvuvvrveeei st (382)
Outstandings 5117
Federal Home Loan Banks:
NBE CRANGE ..ottt bbb (852)
OUESTANGINGS .-vvvvvvveerseeseiseessssese s sess st 8,690
Other:
NBE CHANGE ..vvvvvvveitsiise ittt N/A
OUESTANGINGS .vvvvvveeeaeesriseessressesseess sttt N/A
Less purchase of mortgage securities issued by other GSEs:?2
Net change 58,248
OUESTANAINGS vvvovvveerererseeseeeseesseeeseessessses st ss st 185,096
BORROWING
Federal National Mortgage Association:
Portfolio programs:
NBE CRANGE oot 69,545
OUESTANAINGS vvvovvveerererseseeeseessseesesssssss st ss st 831,310
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Table 7-15. LENDING AND BORROWING BY GOVERNMENT-
SPONSORED ENTERPRISES (GSEs)'—Continued

(In millions of dollars)

Enterprise

2008

Mortgage-backed securities:
Net change
Outstandings

Federal Home Loan Mortgage Corporation:

Portfolio programs:
NBE CRANGE ...
OULSTANGINGS ..oveveeeeit ittt bbbt

Mortgage-backed securities:
Net change
Outstandings

Farm Credit System:

Agricultural credit bank:
Net change
Outstandings

Farm credit banks:
NEE CNANGE ..ot
OUESTANGINGS ...vvvenveteesi et

Federal Agricultural Mortgage Corporation:
Net change
Outstandings

Federal Home Loan Banks:3
Net change
Outstandings

Less borrowing from other GSEs:

INEE CNANGE .ot
OUISTANAINGS ..o s

Less purchase of Federal debt securities:

Net change ......
Outstandings

Less borrowing to purchase federally guaranteed loans and securities:

Net change
Outstandings
Less borrowing to purchase mortgage securities issued by other GSEs:2
Net change
Outstandings

274,788
2,278,170

57,039
783,950

150,691
1,459,462

10,963
53,412

16,692
122,653

737
4,307

186,757
1,323,417

N/A
N/A

N/A
N/A

13,049
70,612

58,248
185,096

N/A = Not available.

' Data does not reflect an official view of future GSE activity, nor is the data reviewed by the President. The data for all years include
programs of mortgage-backed securities. In cases where a GSE owns securities issued by the same GSE, including mortgage-backed
securities, the borrowing and lending data for that GSE are adjusted to remove double-counting. Data for Fannie Mae, Freddie Mac,

and the Federal Home Loan Banks as reported by the Federal Housing Finance Agency (FHFA).

2|ncludes Fannie Mae securities purchased by Freddie Mac and the Federal Home Loan Banks, and Freddie Mac securities

purchased by Fannie Mae and the Federal Home Loan Banks.

3 The net change in borrowings is derived from the difference in borrowings between 2008 and the Federal Home Loan Banks’ audited

financial statements of 2007.
4 Where totals and subtotals have not been calculated, a portion of the total is unavailable.



8. AID TO STATE AND LOCAL GOVERNMENTS

State and local governments have a vital role in provid-
ing government services. They play the major part in pro-
viding domestic public services, such as public education,
law enforcement, roads, water supply, and sewage treat-
ment. The Federal Government contributes to that role
by promoting a healthy economy. It also provides grants,
loans, and tax subsidies to State and local governments.

Federal grants help State and local governments fi-
nance programs covering most areas of domestic public
spending, including income support, infrastructure, edu-
cation, and social services. Federal grant outlays were
$461.3 billion in 2008 and are estimated to be $567.8 bil-
lion in 2009 and $652.2 billion in 2010. These amounts in-
clude grant funding provided by P.L.. 111-5, the American
Recovery and Reinvestment Act of 2009 (Recovery Act).
The $106.5 billion increase in grant outlays estimated for
2009, and the further $84.4 billion increase in 2010, stem
largely from funding provided in the Recovery Act, along
with increases in Medicaid spending apart from the in-
creased funding provided in the Recovery Act.

Grant outlays to State and local governments for pay-
ments for individuals, such as Medicaid payments, are es-
timated to be 62 percent of total grants in 2010; grant out-
lays for physical capital investment, 15 percent; and grant
outlays for all other purposes, largely education, training,
and social services, 23 percent. Roughly one-fifth of fed-
eral grant outlays in 2010 are due to the Recovery Act.

Grant outlays include the value of subsidies for loans
to State and local governments, such as Rural Business
and Community Facilities loans.

Some tax expenditures also constitute Federal aid to
State and local governments. Tax expenditures stem from
special exclusions, exemptions, deductions, credits, defer-
rals, or tax rates in the Federal tax laws. The deductibil-
ity of State and local personal income and property taxes
from gross income for Federal income tax purposes and
the exclusion of interest on State and local bonds from
Federal taxation comprise the two largest categories of
tax expenditures benefiting State and local governments.
In 2010, these provisions are estimated to be worth $80.3
billion. Chapter 19 of this volume, “Tax Expenditures,”
provides a detailed discussion of the measurement and
definition of tax expenditures and a complete list of the
estimated costs of specific tax expenditures. Tax expendi-
tures that especially aid State and local governments are
displayed separately at the end of Tables 19-1 and 19-2.

An Appendix to this chapter includes State-by-State
estimates of major grant programs, including major pro-
grams funded by the Recovery Act.

Table 8-1 shows the distribution of grants by agency.
Grant outlays by the Department of Health and Human
Services are estimated to be $367.5 billion in 2010, 56 per-
cent of total grant outlays. Most of the remaining grant
spending is in the Departments of Agriculture, Education,

TABLE 8-1. FEDERAL GRANT OUTLAYS BY AGENCY

(In billions of dollars)

Agency At Esimale  Proposed

Department of AGHCURUIE .........vvverveeeerrirreiiesieeisesiessssesses s 28.4 32.0 35.3
Department of COMMENCE .......cuvvvervreresriseriieesssessssssessssssses s ssesssssssns 04 1.3 1.0
Department of EQUCALION. .........vvrrvrreesrireiiesiseesseseesssssssessssssssssssssssssssssns 40.8 47.8 80.3
Department of ENErgy .......cccocuvevvcerniereenneene * 0.8 8.2
Department of Health and Human Services 267.2 337.9 367.5
Department of Homeland Security .............ccoc.en.. 8.9 11.0 78
Department of Housing and Urban Development............e..eeeererererennesnnsennns 38.4 39.6 45.3
Department of the INEEMON ........vvvrveeeerieeiee e 49 5.0 5.0
Department of Justice 38 5.9 48
DePartMent Of LADON ........cvurvererriieeiseisesisss st ssessssssssssnns 7.2 10.2 117
Department of TranSPOItation ............c.overieeernrissrsinsiessssesesssssssesessesssssssnnes 51.2 62.7 73.5
Department of the TIBASUIY ..........vvrvererrieesesisesses s ssssssssesssssssnses 1.9 3.9 0.8
Department of Veterans Affairs............coovrverereniineinsesssesssssssessessssesnnes 0.7 0.8 0.9
Environmental Protection Agency .. 39 3.9 5.4
OthEr AQENCIES .....ovvvvreveiieisiiesies sttt 38 5.0 4.6

TOMBI c1vvsvisie s 461.3 567.8 652.2

* $50 million or less.
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Housing and Urban Development, and Transportation,
which account for another 36 percent of grant outlays.
The Departments of Energy, Commerce, and Education
are estimated to have the largest annual percentage in-
creases in grant outlays between 2008 and 2010. The

estimated increases in the Departments of Energy and
Education are largely due to the Recovery Act, while the
estimated increase in the Department of Commerce is
largely due to the Digital Television Transition and Public
Safety Fund.

HIGHLIGHTS OF THE FEDERAL AID PROGRAM

Several proposals in the 2010 Budget affect Federal aid
to State and local governments and the important rela-
tionships between the levels of government. Highlights
of these proposals are presented below.

Natural Resources and Environment

Grant outlays for natural resources and environment
programs are estimated to be $7.8 billion in 2010.

The Budget includes $3.9 billion for the Clean Water and
Drinking Water State Revolving Funds (SRFs). With this
historic increase, the program will fund over 1,000 Clean
Water and nearly 700 Drinking Water projects annually in
the Nation’s States, Tribes, and territories, based on average
project costs. The SRF programs provide grants to States to
capitalize their own revolving funds, which finance waste-
water and drinking water treatment systems. The SRFs use
the Federal capitalization, State matches (20 percent), State
leveraging, interest, and loan repayments to make low-in-
terest loans to communities. Because repayments and inter-
est are recycled back into the program, SRF's generate fund-
ing for loans (revolve) even without Federal capitalization.
The Environmental Protection Agency (EPA) estimates that
for every Federal dollar invested, at least two dollars in fi-
nancing is provided to municipalities. In conjunction with
the dramatic increase in Federal funding for local water in-
frastructure needs, the Administration will pursue program
reforms that will put resources for these ongoing needs on a
firmer foundation. EPA will work with State and local part-
ners to develop a sustainability policy including manage-
ment and pricing for future infrastructure funded through
SRF's to encourage conservation and to provide adequate
long-term funding for future capital needs.

The Budget also proposes a new $475 million inter-
agency initiative to address regional issues that affect the
Great Lakes, such as invasive species, non-point source
pollution, and contaminated sediment. A significant por-
tion of this initiative will be carried out through State
and local governments. This initiative will use outcome-
oriented performance goals and measures to target the
most significant problems and track progress in address-
ing them. EPA and its Federal partners will coordinate
State, tribal, local, and industry actions to protect, main-
tain, and restore the chemical, biological, and physical in-
tegrity of the Great Lakes.

Climate change poses a threat to America’s fish and
wildlife, as natural habitats change more rapidly than
plants and animals can adjust. Scientific analyses are
needed to understand the breadth of these changes.

Federal land management agencies, States, and Tribes
all need to update land management and species recovery
plans to reflect the impacts of climate change on wildlife.
They also need to monitor how wildlife is adapting and ac-
celerate projects, such as protecting migration corridors,
to help wildlife adjust. The Budget includes $40 million
in funding for States for wildlife adaptation efforts.

The Administration seeks to create a broad coalition
to address great conservation challenges, recognizing the
important part played by America’s hunters and anglers.
To help preserve the national traditions of hunting and
fishing shared by families across the country, the Budget
provides $30 million for grants and technical assistance
to help States establish creative programs and strategies
to encourage young people and minority populations to
responsibly hunt and fish.

The Budget also includes an increase of approximately
$25 million to States and territories for actions to con-
serve threatened and endangered species living on non-
Federal lands. Activities include habitat acquisition,
conservation planning, habitat restoration, population
surveys, research, and education.

The Budget proposes funding in 2010 for a western
water conservation initiative to support the development,
management and restoration of water and related natural
resources in 17 Western States and tribal lands while bal-
ancing competing uses of water. The goal of this effort is
to improve the availability of water in local communities
by encouraging voluntary water banks, wastewater treat-
ment, and other market-based conservation measures.
The Bureau of Reclamation’s water reuse and recycling
(Title XVI) program is included in this proposal.

Transportation

Federal grants support State and local highway, tran-
sit, and airport construction programs. For 2010, grant
outlays are estimated to be $73.4 billion for transporta-
tion programs.

To provide Americans a 21st Century transportation
system, the Budget proposes a five-year $5 billion high-
speed rail State grant program. Building on the $8 billion
down-payment in the Recovery Act, this proposal marks
a new Federal commitment to give the traveling public
a practical and environmentally sustainable alternative
to flying or driving. Directed by the States, this invest-
ment will lead to the creation of several high-speed rail
corridors across the country linking regional population
centers.



8. AID TO STATE AND LOCAL GOVERNMENTS

91

Community and Regional Development

Grant outlays for community and regional develop-
ment programs are estimated to be $20.3 billion in 2010.

The Budget provides $4.5 billion for 2010 for the
Community Development Block Grant (CDBG) to fulfill the
President’s promise to fully fund the program. This fund-
ing will ensure that communities continue to invest in and
expand economic opportunities for low-income families. In
addition to the significant funding increase, the Budget will
modernize the program through statutory reforms. Through
a more effective formula, appropriate incentives and ac-
countability measures, and a new Sustainable Communities
Initiative, the Administration will revamp the CDBG pro-
gram to better target funds to distressed communities and
promote sustainable and economically viable communities.

The Budget proposes to eliminate funding for the Section
108 Community Development Loan Guarantees Program
(Section 108) and Brownfields Economic Development
Initiative (BEDI). The Administration has proposed a
fee schedule to offset the subsidy cost of the loan guar-
antees for the Section 108 program. BEDI is proposed to
be eliminated because it is duplicative of larger programs
that achieve similar results, such as the Community
Development Block Grant. By eliminating separate fund-
ing for these programs, the Department of Housing and
Urban Development will streamline its resources and fo-
cus its efforts on programs that are more successful.

Making the Federal Government a better partner to
States and localities on key homeland security initiatives
is an Administration priority. For 2010, the Administration
has targeted additional funds to those programs which in-
corporate a sound risk-based methodology for grant awards
while reducing or eliminating ineffectiveness or heavily
earmarked programs. Additional funding of $53 million is
provided to improve coordination among all levels of gov-
ernment and create more effective emergency response
plans. The request also includes $42 million in risk-based
exercise assistance to help State, local, and tribal partners
offset costs of critical homeland security activities and
establishes a new $40 million program to expand medi-
cal surge capacity by providing necessary assistance with
planning, coordination, and commodity storage. Funding of
$260 million within the existing Homeland Security Grant
program can be used to fortify the Nation’s intelligence sys-
tem by improving information sharing and analysis and
by potentially adding thousands more State and local-level
intelligence analysts.

The Recovery Act provided $7.2 billion for extending
broadband service to help build the communications in-
frastructure needed for long-term economic competi-
tiveness. Competitive grants and loans will be issued
by the Department of Commerce and the Department
of Agriculture, with at least one grant being awarded in
each State. States and territories may be consulted in
identifying unserved or underserved areas, and the allo-
cation of grant funds within each State.

Education, Training, Employment, and Social
Services

Grant outlays for education, training, employment, and
social service programs are estimated to be $103.3 billion
in 2010.

Students must attain high levels of achievement to be
successful in the global economy. Assessments must accu-
rately measure students’ knowledge and skills, including
critical thinking skills. Building on the Recovery Act, the
Administration will help States increase their standards
so they better prepare students for success in college and
a career. The Budget provides $411 million to improve
the quality of assessments, including assessments for
students with disabilities and English language learners.
Such reforms will lay the groundwork for reauthorizing
the Elementary and Secondary Education Act.

The Budget builds on the investments funded under
the Recovery Act designed to significantly upgrade the
skills and effectiveness of the education workforce. The
Administration will invest in efforts to strengthen and in-
crease transparency of results for teacher and principal
preparation programs, including programs in schools of
education, alternative certification programs, and teacher
and principal residency programs. The Budget supports
an additional $420 million, for a total of $517 million, for
investments in State and local efforts, developed in con-
sultation with teachers and other stakeholders, to imple-
ment systems that reward strong teacher performance
and help less effective teachers improve or, if they do not
improve, exit the classroom. The additional resources also
include funding to develop better systems and strategies
for recruiting, evaluating, and supporting teachers and
other educators to provide a better supply and distribu-
tion of a well-prepared and effective education workforce.

The Budget also builds on the Recovery Act’s focus on
strategic investments in scaling up educational practices
that show results and cultivating promising new prac-
tices. The Budget commits $1.5 billion, in addition to the
$3 billion provided in the Recovery Act, to turn around
high-need, low-performing schools with strong supports,
not just sanctions. The Administration’s new strategy
will support State efforts to diagnose and address the
root causes of schools’ low performance. In addition, the
Budget increases funding by $52 million, for a total of
$268 million, for the Charter School program to support
the expansion of successful charter school models, while
increasing State oversight to monitor and shut down low-
performing charter schools.

The Recovery Act made a down payment on the
President’s comprehensive Zero to Five plan, providing
$1.1 billion to double the number of children served by
Early Head Start over two years, an additional $1 billion
to expand and improve Head Start, and an additional $2
billion in funding for the Child Care and Development
Block Grant. The Budget sustains critical support for
young children and their families by building on these
investments and providing funding to States to support
evidence-based home visitation programs that help give
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children a healthy start in life, as explained in the next
section.

Decades of rigorous research demonstrates that high-
quality early childhood education programs help children
succeed in school and throughout their lives. Building on
strong investments in the Recovery Act, the Budget also
includes $800 million for new initiatives aimed at ensur-
ing that early childhood programs yield strong results for
children. These funds will be used to encourage State and
local investment in early childhood education; support co-
ordination among local, State, and Federal partners to
provide a seamless delivery of services; and provide better
information to parents about program options and qual-
ity.

The Administration supports the principle of tribal
self-determination and will work to improve tribal educa-
tion. The Budget increases funding for tribal colleges and
scholarships by $10 million and provides a one-time $50
million increase earlier in the fiscal year to give the col-
leges greater financial security to plan for the upcoming
academic year.

Health

Grant outlays for health related programs are estimat-
ed to be $310.7 billion in 2010.

Medicaid is a means-tested health care entitlement
program financed jointly by States and the Federal
Government. On average, the Federal Government pays
57 percent of Medicaid costs. The Recovery Act protects
health care coverage for millions of Americans during
the recession by temporarily increasing Federal Medicaid
funding to help States facing budget shortfalls maintain
their current programs. In addition, the Children’s Health
Insurance Program Reauthorization Act of 2009, signed by
the President on February 4, 2009, extends the program
through 2013 and provides an additional $44 billion in al-
lotments, for a total of $69 billion in funding over the five-
year period 2009-2013. This funding will provide access to
approximately four million more children by 2013.

The Budget includes funding of $124 million in 2010
and $2.2 billion over five years for a new home visitation
program that provides funds to States for evidence-based
home visitation programs for low-income families. The
program will provide States with funding primarily to
support home visitation models that have been rigorously
evaluated and shown to have positive effects on critical
outcomes for children and families. A smaller portion of
funds will be available for other promising models that
will be rigorously tested to assess their impact. Research
including several randomized control studies showed
one particular model of nurse home visitation resulted
in Medicaid savings from reductions in preterm births,
emergency room use, and subsequent births. Expanding
proven effective home visitation programs is estimated to
save Medicaid $664 million over ten years, including $189
million in 2019 after full implementation.

Teen pregnancy rates have increased for two con-
secutive years, after falling for the previous decade. The
Administration is committed to addressing this issue and

has provided $178 million for teen pregnancy prevention
and related efforts. A new $110 million initiative provides
funds for grants to community-based and faith-based or-
ganizations to implement evidence-based and promising
models to prevent teen pregnancy. Funds will also sup-
port rigorous scientific evaluation to identify effective
program models.

Income Security

Grant outlays for income security programs are esti-
mated to be $113.8 billion in 2010.

The HOME Investment Partnerships Program contin-
ues to be the largest Federal block grant to State and lo-
cal governments designed exclusively to create affordable
housing. Annually, it receives an appropriation of almost
$2 billion that is distributed by formula to communities
that often partner with local nonprofit groups to fund a
wide range of activities that build, buy, and/or rehabili-
tate affordable housing for rent or homeownership or pro-
vide direct rental assistance to low-income people.

The Budget requests $1 billion in funding for the Housing
Trust Fund, also known as the Affordable Housing Trust
Fund. The Housing Trust Fund was originally authorized
in the Housing and Economic Recovery Act of 2008, with
a dedicated funding stream from assessments on Fannie
Mae and Freddie Mac. However, given the financial dif-
ficulties of the two government-sponsored enterprises, the
Federal Housing Finance Agency has indefinitely suspend-
ed these assessments. The Budget’s $1 billion request re-
stores funding for the Housing Trust Fund to finance the
development, rehabilitation, and preservation of affordable
housing for very low income residents.

A robust Housing Choice Voucher program will provide
$17.8 billion to help more than two million extremely low-
to low-income families with rental assistance to live in de-
cent housing in neighborhoods of their choice. To further
improve the program, the Administration will propose
legislative reforms to help fully utilize available fund-
ing, alleviate the administrative burdens on the Public
Housing Authorities, and establish a funding mechanism
that is transparent and predictable in order to serve more
needy families.

The Budget strongly supports the Public Housing pro-
gram, which provides housing for approximately 1.1 mil-
lion low-income households. The Budget includes $4.6
billion to fund 100 percent of Public Housing Authorities’
estimated eligibility for operating subsidies under the
Public Housing Operating Fund formula. This funding
will allow Public Housing Authorities to effectively oper-
ate and manage their public housing portfolios. Funding
of $2.2 billion is also provided for the Public Housing
Capital Fund to support capital and management im-
provement activities.

Funding of $8.1 billion for the Project-Based Rental
Assistance program will preserve approximately 1.3 mil-
lion affordable rental units through increased funding for
contracts with owners of multifamily properties. This criti-
cal investment will assist low- and very low-income house-
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holds in obtaining decent, safe, and sanitary housing in pri-
vate accommodations.

The Budget also supports a strong reauthorization
package for the Child Nutrition program and the Special
Supplemental Nutrition Program for Women, Infants, and
Children (WIC) that will ensure that low-income children
receive the nutrition assistance they need and help fulfill
the President’s pledge to end childhood hunger by 2015.
The Budget provides an increase of $1 billion annually for
program reforms aimed at improving program access, en-
hancing the nutritional quality of school meals, expand-
ing nutrition research and evaluation, and improving
program oversight. Funding is also provided to support
over 9.8 million participants in the WIC program, which
is critical to the health of pregnant women, new mothers,
and their infants.

Despite the efforts of States to reduce improper benefit
payments, over $3.9 billion in Unemployment Insurance (UT)
benefits were erroneously paid in 2008. The Administration
will tackle this problem by increasing funding for program
integrity and proposing legislative changes that would re-
duce UI improper payments by $3.9 billion and employer
tax evasion by almost $300 million over 10 years. The pro-

posal would, among other things, collect benefit overpay-
ments through garnishment of Federal income tax refunds
and boost States’ resources to recover benefit overpayments
and Ul tax evasion by allowing them to use a portion of re-
covered funds on fraud and error reduction.

Administration of Justice

Grant outlays for administration of justice programs
are estimated to be $5.3 billion in 2010.

The Budget provides $298 million to begin hiring
50,000 additional police officers by expanding Community
Oriented Policing Services Hiring Grants. Supporting the
hiring of police nationwide will help States and communi-
ties minimize the growth of crime during the economic
downturn.

The Administration also supports the principle of trib-
al self-determination and will work to improve tribal law
enforcement. The Budget provides an increase of approx-
imately $30 million that will strengthen tribal courts,
detention centers, and police programs to help Native
Americans protect their communities.

HISTORICAL PERSPECTIVES

In recent decades, Federal aid to State and local gov-
ernments has become a major factor in the financing of
certain government functions. The rudiments of the pres-
ent system date back to the Civil War. The Morrill Act,
passed in 1862, established the land grant colleges and
instituted certain federally required standards for States
that received the grants, as is characteristic of the pres-
ent grant programs. Federal aid was later initiated for
agriculture, highways, vocational education and reha-
bilitation, forestry, and public health. In the depression
years, Federal aid was extended to meet income security
and other social welfare needs. However, Federal grants
did not become a significant factor in Federal Government
expenditures until after World War II.

Table 8-2 displays trends in Federal grants to State
and local governments since 1960. Section A shows
Federal grants by function. Functions with a substan-
tial amount of grants are shown separately. Grants for
the national defense, energy, social security, and veterans
benefits and services functions are combined in the “other
functions” line in the table.

Federal grants for transportation increased to $3.0 bil-
lion, or 43 percent of all Federal grants, in 1960 after ini-
tiation of aid to States to build the Interstate Highway
System in the late 1950s.

By 1970 there had been significant increases in the rel-
ative amounts for education, training, employment, social
services, and health (largely Medicaid).

In the early and mid-1970s, major new grants were
created for natural resources and environment (construc-
tion of sewage treatment plants), community and regional

development (community development block grants), and
general government (general revenue sharing).

Since the late 1970s changes in the relative amounts
among functions reflect steady growth of grants for
health (Medicaid) and income security. The functions with
the largest amount of grants are health; income security;
education, training, employment, and social services; and
transportation, with combined estimated grant outlays of
$601.2 billion, or more than 92 percent of total grant out-
lays in 2008.

The increase in total outlays for grants overall since
1990 has been driven by increases in grants for health,
which have increased nearly five-fold, from $43.9 billion
in 1990 to $218.0 billion in 2008. The income security;
education, training, employment, and social services; and
transportation functions also increased substantially, but
at a slower rate than for health.

Section B of the table distributes grants between man-
datory and discretionary spending.

Funding for grant programs classified as mandatory
is determined in authorizing legislation. Funding levels
for mandatory programs can only be changed by changing
eligibility criteria or benefit formulas established in law
and are usually not limited by the annual appropriations
process. Outlays for mandatory grant programs were
$274.5 billion in 2008. The three largest mandatory grant
programs are Medicaid, with outlays of $201.4 billion in
2008; Temporary Assistance for Needy Families, $17.5 bil-
lion; and child nutrition programs, $13.8 billion.

The funding level for discretionary grant programs is
determined annually through appropriations acts. Outlays
for discretionary grant programs were $186.9 billion in
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2008. The largest four discretionary programs in 2008 were
Federal-aid Highways, $35.4 billion; Tenant Based Rental
Assistance, $15.7 billion; Education for the Disadvantaged,
$14.8 billion; and Special Education, $12.1 billion.

Table 8-3 at the end of this chapter identifies discre-
tionary and mandatory grant programs separately. For
more information on these categories, see Chapter 25,
“The Budget System and Concepts” in this volume.

Section C of Table 8-2 divides grants among three ma-
jor categories: payments for individuals, grants for physi-
cal capital, and other grants. Grant outlays for payments
for individuals, which are mainly entitlement programs

in which the Federal Government and the States share
the costs, have grown significantly as a percent of total
grants. They increased from about a third of the total
in 1960 to slightly less than two-thirds in the mid-1990s,
and have remained about that proportion since then.

These grants are distributed through State or local
governments to provide cash or in-kind benefits that
constitute income transfers to individuals or fami-
lies. The major grant in this category is Medicaid.
Temporary Assistance for Needy Families, child
nutrition programs, and housing assistance are also
large grants in this category.

Table 8-2. TRENDS IN FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS

(Outlays; in billions of dollars)

Actual Estimate
1960 | 1965 | 1970 | 1975 | 1980 | 1985 | 1990 | 1995 | 2000 | 2005 | 2008 | 2009 | 2010
A. Distribution of grants by function:
Natural resources and environment ............coo.eveen. 0.1 0.2 0.4 2.4 5.4 4.1 37 4.0 4.6 5.9 5.9 6.2 7.8
AGHCUIUIE oo 0.2 0.5 0.6 0.4 0.6 24 1.3 0.8 0.7 0.9 0.9 1.0 1.0
Transportation 3.0 4.1 4.6 5.9 13.0 17.0 19.2 25.8 32.2 43.4 51.2 62.7 735
Community and regional development ................ 0.1 0.6 1.8 2.8 6.5 52 5.0 72 8.7 20.2 19.2 21.8 20.3
Education, training, employment, and social
SEIVICES wvvuveresereeeiesses st ssss s 0.5 1.1 6.4 12.1 21.9 171 21.8 30.9 36.7 57.2 58.9 69.6 | 103.3
HEAIN oo 0.2 0.6 338 8.8 15.8 245 439 936 | 1248 | 1978 | 218.0 | 2812 | 310.7
INCOME SECUNMY v.vvvverirsarrirserissssesessisesssssssssnnes 2.6 35 5.8 9.4 18.5 27.9 36.8 58.4 68.7 90.9 96.1 | 1089 | 1138
Administration 0f JUSHICE .......ccccvevviremeininiiiiiniins | v | s * 0.7 0.5 0.1 0.6 1.2 5.3 4.8 4.2 6.4 5.3
General goVErNMENt .....c..vveereerrereresresnsssssesnnenns 0.2 02 0.5 741 8.6 6.8 2.3 2.3 2.1 4.4 4.1 47 47
(0111 OO * 0.1 0.1 0.2 0.7 0.8 0.8 0.8 241 26 2.7 5.1 12.0
TOMAl oot 7.0 10.9 24.1 49.8 914 | 1059 | 1353 | 225.0 | 2859 | 4280 | 4613 | 567.8 | 652.2
B. Distribution of grants by BEA category:
DiISCIEHIONAIY ..vvvveieerreeieieieise i N/A 2.9 10.2 21.0 53.3 55.5 63.3 940 | 116.7 | 181.7 | 1869 | 219.1 2732
Mandatory N/A 8.0 13.9 28.8 38.1 50.4 72.0 | 131.0 | 169.2 | 246.3 | 2745 | 348.7 | 379.0
Total 7.0 10.9 241 49.8 914 | 1059 | 1353 | 225.0 | 2859 | 428.0 | 4613 | 567.8 | 652.2
C. Composition:
Current dollars:
Payments for individuals '...............ccooorvvvvvvennn. 2.5 3.7 8.7 16.8 32.6 50.1 773 | 1444 | 1826 | 2739 | 3008 | 371.7 | 4045
Physical capital "...........ocoo..oriimmrrrerrvieisennrennns 3.3 5.0 741 10.9 22.6 24.9 27.2 39.6 48.7 60.8 72.7 88.3 | 100.5
Other grants .......ccocvereeneeeeeneeennesereeeens 1.2 2.2 8.3 22.2 36.2 30.9 30.9 41.0 54.6 93.3 878 | 107.9 | 1474
TOtAl oo 7.0 10.9 241 49.8 914 | 1059 | 1353 | 2250 | 2859 | 428.0 | 4613 | 567.8 | 652.2
Percentage of total grants:
Payments for individuals "............cccocc.vvereeervvonnn. 35.3% | 34.1% | 36.2% | 33.6% | 35.7% | 47.3% | 57.1% | 64.2% | 63.9% | 64.0% | 65.2% | 65.5% | 62.0%
Physical capital ! ........ccoc..ormeeeriimeeeririsenersiennns 47.3% | 45.7% | 29.3% | 21.9% | 24.7% | 23.5% | 20.1% | 17.6% | 17.0% | 142% | 15.8% | 15.5% | 15.4%
Other grants .......ccovecevecvvoseessssssisessssesssenns 17.4% | 20.2% | 34.5% | 44.5% | 39.6% | 29.2% | 22.8% | 18.2% | 19.1% | 21.8% | 19.0% | 19.0% | 22.6%
TOtAl oo 100.0% | 1000% | 100.0% | 1000% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%
Constant (FY 2000) dollars:
Payments for individuals "............ccocc.orrerrrronnnn. 12.0 16.9 33.5 48.0 63.9 75.0 96.6 | 157.6 | 1826 | 2458 | 2443 | 3045 | 326.8
Physical capital "...........ccc..ormerrrvrienrririensriinnnns 17.0 24.2 27.2 26.0 38.9 34.2 32.6 433 48.7 51.9 51.6 61.6 68.0
Other grants ... 10.0 15.6 44.6 83.8 89.9 53.9 42.9 47.0 54.6 75.8 61.5 74.3 98.2
Total 39.0 56.7 | 1053 | 157.7 | 192.6 | 163.1 | 1721 | 247.9 | 2859 | 373.6 | 357.3 | 4404 | 493.0
D. Total grants as a percent of:
Federal outlays:
TOBI e 76% | 92% | 12.3% | 15.0% | 155% | 11.2% | 10.8% | 14.8% | 16.0% | 17.3% | 15.5% | 14.2% | 18.2%
DOMESHC Programs?.........oeeeevvveeevvvsnersonnnns 18.0% | 18.3% | 232% | 21.7% | 22.2% | 18.2% | 17.1% | 21.6% | 22.0% | 23.5% | 212% | 17.6% | 23.5%
State and local expenditures .........ocoveevvererrviinens 14.8% | 15.5% | 20.1% | 24.0% | 27.4% | 22.0% | 18.9% | 22.8% | 22.2% | 24.7% | 22.0% N/A N/A
Gross domestic ProduCt ..........c.eeeeereeeeeeneeerneinens 14% | 16% | 24% | 32% | 34% | 26% | 24% | 31% | 29% | 35% | 32% | 40% | 44%
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Table 8-2. TRENDS IN FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—Continued

(Outlays; in billions of dollars)

Actual Estimate
1960 1965 1970 1975 1980 1985 1990 1995 | 2000 | 2005 | 2008 | 2009 | 2010
E. As a share of total State and local gross
investments:
Federal capital grants .........cccooevevvereenerninsinnnns 24.6% | 25.5% | 25.4% | 26.0% | 35.4% | 30.2% | 21.9% | 26.0% | 21.9% | 21.5% | 20.6% N/A N/A
State and local own-source financing ..............cco.... 75.4% | 74.5% | 74.6% | 74.0% | 64.6% | 69.8% | 78.1% | 74.0% | 78.1% | 78.5% | 79.4% N/A N/A
TOtAl v 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% N/A N/A

N/A: Not available.
* $50 million or less.

1 Grants that are both payments for individuals and capital investment are shown under capital investment.
2Excludes national defense, international affairs, net interest, and undistributed offsetting receipts

Grants for physical capital assist States and localities
with construction and other physical capital activities.
The major capital grants are for highways, but there are
also grants for airports, mass transit, sewage treatment
plant construction, community development, and other
facilities. Grants for physical capital were almost half of
total grants in 1960, shortly after grants began for con-
struction of the Interstate Highway System. The relative
share of these outlays has declined, as payments for indi-
viduals have grown. In 2008, grants for physical capital
were $72.7 billion, 16 percent of total grants.

The other grants are primarily for education, training,
employment, and social services. These grants were 19
percent of total grants in 2008.

Section D of this table shows grants as a percent-
age of Federal outlays, State and local expenditures,
and gross domestic product. Grants have increased as
a percentage of total Federal outlays from 11 percent
in 1990 to 15 percent in 2008. Grants as a percentage
of domestic programs were 21 percent in 2008. As a
percentage of total State and local expenditures, grants
have increased from 19 percent in 1990 to 22 percent
in 2008.

Section E shows the relative contribution of physical
capital grants in assisting States and localities with gross
investment. Federal capital grants are estimated to be 21
percent of State and local gross investment in 2008.

DETAILED FEDERAL AID TABLE

Table 8-3, “Federal Grants to State and Local
Governments-Budget Authority and Outlays,” provides
detailed budget authority and outlay data for grants, in-

cluding proposed legislation. This table displays discre-
tionary and mandatory grant programs separately.

Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS

(in millions of dollars)

Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate Estimate Actual Estimate Estimate
National Defense
Discretionary:
Department of Defense—Military:
Research, Development, Test, and Evaluation:
Research, Development, Test, and Evaluation, Air FOICE .........covemenrnemememeimnisisininne | v | v | e ) I I N
Energy
Discretionary:
Department of Energy:
Energy Programs:
Energy Efficiency and Renewable ENErgy ... 44 11,800 295 34 828 8,210
Department of Housing and Urban Development:
Housing Programs:
Energy INN0vation FUNG ..ot ssssessssssessssssssssessssssnsnnins | e | s 100 | e
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Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS—Continued

(in millions of dollars)

Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate | Estimate Actual Estimate | Estimate
Total, discretionary 44| 11,800 395 34 828 8,210
Mandatory:
Tennessee Valley Authority Fund 490 627 669 490 627 669
Total, Energy 534 12,427 1,064 524 1,455 8,879
Natural Resources and Environment
Discretionary:
Department of Agriculture:
Farm Service Agency:
Grassroots Source Water Protection Program ... 4 5 5 4 5 5
Natural Resources Conservation Service:
Watershed Rehabilitation Program ... ssseseisessssssseiens 11 23 53 7 7 39
Watershed and Flood Prevention Operations .............cceeereinininssieeeessessessssssssssnes 83 181 ... 83 81 112
Forest Service:
State and Private Forestry 259 257 280 292 330 266
Management of National Forest Lands for Subsistence Uses 5 5 3 5 7 3
Department of Commerce:
National Oceanic and Atmospheric Administration:
Operations, Research, and FaCIlIIES ............ovrvererererninieeie e sssessessssenes 11 286 168 9 182 108
Pacific Coastal Salmon RECOVETY ..ot 67 80 | ... 69 76 61
Procurement, Acquisition and CONSLIUCHON ............ccrieeeurienciiireieseeseissie e 1 1 1 1 1 1
Department of the Interior:
Office of Surface Mining Reclamation and Enforcement:
Regulation and Technology 64 66 69 63 63 66
Abandoned Mine Reclamation Fund 25 27 12 145 137 44

United States Geological Survey:
Surveys, Investigations, and RESEAICH ...........cuuriiiiirinieee e 6 6 6 6 6 7
United States Fish and Wildlife Service:

State and Tribal Wildlife Grants 74 75 115 74 76 89
Cooperative Endangered Species Conservation Fund 74 75 100 79 76 81
Landowner INCENtIVE PrOGIam ............ccoorrevemereeneeeessmsssssssssssssssnsssssssssssssssmsssssnsssssenss | s | e | s 20 20 20
National Park Service:
Urban Park and Recreation FUNG ... | e A0 5 A0 L
National Recreation and Preservation . 67 60 54 59 61 57
Land Acquisition and State Assistance 23 19 30 69 44 27
Historic Preservation Fund 71 84 78 83 92 80
Environmental Protection Agency:
State and Tribal ASSISIANCE GIANES .........cc.riuiurrririiieieieiseeiests et 2,924 9,295 5,181 3,761 3,720 5,223
Hazardous Substance Superfund 25 40 40 25 23 53
Leaking Underground Storage Tank Trust Fund 54 295 94 68 115 167
Total, discretionary 3848 | 10,879 6,289 4,927 5,121 6,509
Mandatory:
Department of the Interior:
Bureau of Land Management:
Miscellaneous Permanent Payment ACCOUNES ..........c.ucuienririieiineisiensisiinsissesessessesieninns 19 112 101 133 108 102
Minerals Management Service:
National Forests Fund, Payment t0 States ..........cccveverneenrinreinirceneeeseccienens 14 9 7 14 9 8
Leases of Lands Acquired for Flood Control, Navigation, and Allied Purposes .. 7 3 3 7 3 3
States Share from Certain Gulf of MEXICO LEASES ........ccuvveeriirreniiinrseisneneseseissseees | eeees 26 30| ... 26 30
Coastal IMPaCt ASSISTANCE .....c.vvriririerirrisrieeieseesse et nsnsns 250 250 250 12 64 212
Office of Surface Mining Reclamation and Enforcement:
Payments to States in Lieu of Coal Fee RECEIPES .......ccrvrvrineineierniseiinsssssvsseisiseens | e 20 | e 21 ..
Abandoned Mine Reclamation FUNG .........c.orerrrininirees s ssessssssssessessnes 94 91 152 23 42 78
Bureau of Reclamation:
Bureau of Reclamation Loan Program ACCOUNL .......c.ocueeureieeenieeeinsiesneenessseessiesseninns 19 6] .. 19 6| ..

United States Fish and Wildlife Service:
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Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS—Continued

(in millions of dollars)

Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate | Estimate Actual Estimate | Estimate
Federal Aid in Wildlife Restoration 340 368 394 290 318 347
Cooperative Endangered Species Conservation Fund .. 52 55 55 52 55 55
Sport Fish RESIOrAtioN ........c..ceiiririiciiiiieiise ittt 491 497 484 420 462 483
National Park Service:
Land Acquisition and State ASSIStANCE .........cccuvirrerrenieieiee e | e 8 100 | 1
Department of the Treasury:
Financial Management Service:
Payment to Terrestrial Wildlife Habitat Restoration Trust FUNd ..........ccoccocnirinrinsineinnin. 5 5 5 5 5 5
Total, mandatory 1,201 1451 1,491 975 1,119 1,324
Total, Natural Resources and Environment 5,139 12,330 7.780 5.902 6.240 7833
Agriculture
Discretionary:
Department of Agriculture:
National Institute of Food and Agriculture:
EXtENSION ACHVILIES ....vvveveceecicictce st 458 498 512 424 458 547
Outreach for Socially Disadvantaged Farmers .........ccoorinirerincieneeeseeinesesisesssiees 7 15 20 7 4 12
Research and Education Activities 267 282 283 294 274 285
Integrated Activities 38 63 62 23 40 45
Agricultural Marketing Service:
Payments t0 States and POSSESSIONS .......c.ccuueiiirreririeieieieise ettt ssessennas 22 2 1 11 15 5
Farm Service Agency:
State Mediation GIANES .........cvevrrirrirrrerereieie et ssensees 4 4 4 4 4 5
Total, discretionary 796 864 882 763 795 899
Mandatory:
Department of Agriculture:
Agricultural Marketing Service:
Payments to States and POSSESSIONS ..........ccvweriiieinimerinineisesesessssesseessssenes | s 49 550 | 16
Farm Service Agency:
AQUACURUTE ASSISTANCE ..ot | e 50| | 5| ...
Commodity Credit Corporation FUNG .............cuueriimrininrinesiseisesesise e 99 171 83 99 171 83
Total, mandatory 99 270 138 99 221 99
Total, Agriculture 895 1,134 1,020 862 1,016 998
Commerce and Housing Credit
Mandatory:
Department of Commerce:
National Oceanic and Atmospheric Administration:
Promote and Develop Fishery Products and Research Pertaining to American Fisheries ... 8 29 9 6 23 16
National Telecommunications and Information Administration:
Digital Television Transition and Public Safety FUNd ... | e | | 1 590 348
Federal Communications Commission:
UNIVErsal SEIVICE FUNG .......cvueiiieiierieiee ettt sttt 1,489 2,222 1,810 1,489 2,222 1,810
Total, Commerce and Housing Credit 1,497 2951 1,819 1,496 2835 2174
Transportation
Discretionary:
Department of Transportation:
Federal Aviation Administration:
Grants-in-aid fOr AITPOTS .......c.ueiucruiiiieiesicrss s | aeeee 1,100 | ... 3,808 3,608 4,156
Grants-in-aid for Airports (non-add obligation limitations) ! 3,515 3515 3515 |
Federal Highway Administration:
Emergency Relief Program ...t esssssssssenens 1,045 | | 1,092 1,048 954
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Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS—Continued

(in millions of dollars)

Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate | Estimate Actual Estimate | Estimate
Highway Infrastructure INVESIMENL ...........ccuviieeieienicineseeieeseseessessssesnienns | oveees 27500 | | 5,500 11,825
Federal-Aid-Highways, General FUNd Share .........ccccovnninincsicisiesissscisens | e | e 36,107 | ... | . 9,749
State INfrastructure BanKS ..o sssssesesssssssesessssssssesensenisnienees | e | e | e [ e 1]
Appalachian Development Highway System 16 10 .. 61 55 38
Federal-aid Highways 0 T PO I 35,429 37,887 30,246
Federal-aid Highways (non-add obligation imitations) T ................cceeweveceeeeerrosisserroissersrnnnns 40,208 40,700 5000 | | |
Miscellaneous Appropriations 10 167 | ... 89 108 111
Miscellaneous Highway Trust Funds ... L O 142 84 73
Federal Motor Carrier Safety Administration:
Motor Carrier Safety GIANS ..........ovverrererrenrisreeseeseessesssssssssessssssssssssssssssssssssssmssnnnens | e | e [ 256 400 308
Motor Carier Safety Grants (non-add obligation limitations) ™.....................ccoemeeevveirssssrererenns 300 307 310 | |
National Highway Traffic Safety Administration:
Highway Traffic Safety Grants .........ccccveeinncrnneseseessesssessesssssseenens | e [ e | e 467 642 669
Highway Traffic Safety Grants (non-add obligation limitations) ! 599 620 626 | | |
Federal Railroad Administration:
Emergency Railroad Rehabilitation and REPAIN ...........creererrermresrernrenriseeessreseneeseseesenns - O 20 ..
Intercity Passenger Rail Grant Program ... 30 0| | 6 18
Rail Line Relocation and Improvement Program . 20 250 | 23 23
Capital Assistance for High Speed Rail Corridors and Intercity Passenger Rail Service .....| ... 8,000 1,000 | ... 160 1,220
Alaska Railroad Rehabilifation ...........ccccoereiriniineninnenennnssesssssissesssissenenees | e | e | 1 1 .
Federal Transit Administration:
Transit Capital ASSISIANCE ......c.vvverieieirisississiesesssesesses s snssnssnsnsnsenss | e 6,900 | .. 1,518 2,070
Fixed Guideway Infrastructure INVESIMENL ..o | e 750 | | e 165 225
Job Access and Reverse COMMULE GIants ..........cceeeveeeeresenississiesisieisiesessssssssssenes | voveee | e | e 54 41 18
Interstate Transfer Grants-transit ...........c.cccoeveeverieeeiieiecieisesssssessseee s | e | e | | 1 1
FOIMUIZ GFANES .o ee e et e e eeees s e e e e esen s sseseeeenssnnsssenssssssennesensnsninienes | e | e | e 1,330 1,008 581
Formula and Bus Grants, General Fund Share P P N 3343 | | 735
Capital INVeStMENt GIANS ......c.vvveeririresriseississssssesresressesessensens . 1,569 2,557 1,827 2,473 2,744 2,505
Discretionary Grants (Highway Trust Fund, Mass Transit ACCOUNE) .....cccoovvvcvvircvvicvecnees | e | e | 21 20 20
Formula and BUS GIaNtS ...........ccuevuevreeuericieseeiiesiesesssssessssssssssssessesssssssssssssssssssssienes | e | e | e 5,969 7,659 7,865
Formula and Bus Grants (non-add obligation limitations) ! 8,776 8,261 5000 | |
Pipeline and Hazardous Materials Safety Administration:
PIDEIING SAIELY ...ouvveieiici e 23 35 39 23 35 40
Total, discretionary 2732 | 47134 | 42316 | 51215 | 62734 | 73450
Total, obligation limitations (NON-AAQ) T...........ccccvveeeervreereririissessssssssssissssesssessssssssssssssssssssssssssses 53.398 53.403 14451 1
Mandatory:
Department of Transportation:
Federal Aviation Administration:
Grants-in-aid for Airports (Airport and Airway Trust Fund) 1 .......ccooovvvieeceviieecericeeeesiceeeees 3,404 3,820 3515 | | |
Federal Highway Administration:
Federal-aid HIGhWAYS 1 ............ccooorrvevveeeresne oo 37,446 30,747 5179 | | ]
Miscellaneous APPrOPHALIONS ..........cuueererriucirieieireieiseiseissi it 1 1 . 1 L I
Federal Motor Carrier Safety Administration:
Motor Carrier Safety Grants ! 289 300 310 | | |
National Highway Traffic Safety Administration:
Highway Traffic Safety GIANLS 1 ...........cccoccvvviereeriiiiesessesessisss s 570 542 608 | | |
Federal Transit Administration:
FOrmula and BUS GrANtS T .........cvuureereeesessessessssssesesssessssssssssssssssesssssssssessssssssssssssssnnees 8,747 8,261 5000 | | |
Total, mandatory 50457 | 43671 14,612 1 1
Total, Transportation 53189 | 90805 | 56928 | 51216 | 62735 | 73450
Community and Regional Development
Discretionary:
Department of Agriculture:
Rural Development:
Rural Community Advancement Program ............ccceenninnmnennsinsnssssssssissesnees | e | e | 51 |l
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Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS—Continued

(in millions of dollars)

Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate | Estimate Actual Estimate | Estimate
Rural Utilities Service:
Distance Learning, Telemedicine, and Broadband Program ... 57 331 43 44 54 83
Rural Water and Waste Disposal Program ACCOUNt ...........c.ceeerieeernieerensieiineseeseeseesnenens 659 1,920 546 585 863 990
Rural Housing Service:
Rural Community Facilities Program ACCOUNL ..o 78 298 48 96 230 11
Rural Business—Cooperative Service:
Rural Business Program ACCOUNT ..........cc.uruermieeesiessessisssiesssssessessessssssssssessssisessssseees 97 256 87 105 151 140
Department of Commerce:
Economic Development Administration:
Economic Development AsSiStance Programs .............cveereeeenrmcrnsmereeeeesseseseenens 743 375 246 238 366 458
Department of Homeland Security:
Federal Emergency Management Agency:
State and Local Programs 4,255 4,756 3,867 2,870 3,331 5,554
United States Fire Administration and Training 4 4 4 3 3 5
Mitigation Grants ..........ccocrveerevrerercnnnee 20 e [ 2 I
DISASEN RENET ....eovevvveereeviesescessee sttt 10,059 956 1,505 5,724 7,263 2,075
Department of Housing and Urban Development:
Community Planning and Development:
Community DEVEIOPMENT FUNG ......c.voeeevveeeceeieeees e sssesessssssseesssssnsssssseneens 17,207 6,897 4,450 8,935 8,010 8,307
Urban Development ACON GrantS ..ot sseseesssens A0 e 3
Community Development Loan Guarantees Program Account . 5 6| .. 5 70
Brownfields Redevelopment -1 10 .. 19 27 32
Empowerment Zones/enterprise Communities/renewal ComMMUNItIES ...c.ocvvvvvivvivnicvcvnccns | e | e | 17 17 17
Office of Lead Hazard Control and Healthy Homes:
Lead Hazard REAUCHION ..........c.oiiiriiiiciiniseiesiesis e 142 240 140 149 171 194
Department of the Interior:
Bureau of Indian Affairs and Bureau of Indian Education:
Operation of Indian Programs 258 157 157 250 188 163
Indian Guaranteed Loan Program Account . 15 19 8 13 18 16
Appalachian Regional Commission .............c.c.cc.u... 65 66 67 69 64 65
Delta Regional Authority 12 13 13 8 13 13
Denali COMMISSION ......uuveririiaieiiiie et 22 12 12 46 42 78
Total, discretionary 33674 | 16316 | 11,193 | 19217 | 20818 | 18,301
Mandatory:
Department of Housing and Urban Development:
Community Planning and Development:
Community Development Loan Guarantees Program ACCOUNt .........c..cuieeereererenemsnenennns 4 3 4 3
Neighborhood Stabilization Program ... | e | e | [ e 980 1,960
Community Development Loan Guarantees Liquidating Account 10 e e
Total, mandatory 5 3 4 983 1,960
Total, Community and Regional Development 33,679 16,319 11,193 19921 21.801 20.261
Education, Training, Employment, and Social Services
Discretionary:
Department of Commerce:
National Telecommunications and Information Administration:
Public Telecommunications Facilities, Planning and Construction 19 191 ... 24 29 23
Information INfrastructure Grants ............coceeeeeeeeerveeeeeessseseseeseesesseeseessssssessssssssnssenenns | e | e | 2 2 2
Department of Education:
Office of Elementary and Secondary Education:
Indian Education 116 118 118 113 112 116
Impact Aid ........cccovevreererinns 1,236 1,361 1,261 1,243 1,558 1,180
Education for the Disadvantaged . 14,892 25,807 16,382 14,799 15,720 21,845
School Improvement Programs ... 5,173 5,703 5,051 5,208 5,087 5,593
State Fiscal Stabilization FUNG .........cc.coveieiciicicecceeseseeees s eeievinneens | e 53,542 100 ... 5,354 26,781
Office of Innovation and Improvement:
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Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS—Continued

(in millions of dollars)

Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate | Estimate Actual Estimate | Estimate
Innovation and Improvement 639 833 1,096 577 813 774
Office of Safe and Drug-Free Schools:
Safe Schools and Citizenship EQUCALON ..o 614 639 388 682 663 625
Office of English Language Acquisition:
English Language ACQUISTHION ..o 658 686 686 557 833 700
Office of Special Education and Rehabilitative Services:
SPECIAl EAUCALON .....cvooeeeerireceseiseeeeesse st sssssssssssssssnnssnns 10,348 22,831 12,366 12,078 11,452 16,633
Rehabilitation Services and Disability Research . 141 739 146 142 372 458
American Printing House for the Bl ...........c.cccriniiiiine e 22 23 23 20 27 23
Office of Vocational and Adult Education:
Career, Technical and Adult EQUCHION ...........ccvieeriiirieirinieseseesiseesiseesesseseesins 1,920 1,923 1,996 1,871 2,064 1,935
Office of Postsecondary Education:
HIGNEr EAUCALION ..ottt 341 353 353 418 424 387
Office of Federal Student Aid:
Student FInanCial ASSISTANCE ..........cuuiuiriiiieieiie et 64 64 64 68 64 64
Institute of EQUCALION SCIBNCES ........cvuviiiriieieiieiieierise bt 43 310 59 28 52 118
Hurricane EAUCAtioN RECOVETY .......ouiiiriiieieieseeieieseiseissiseisssseississssssssssssssssssssesssnessesseneens | wvee | e | 177 181 ...
Department of Health and Human Services:
Administration for Children and Families:
Promoting Safe and Stable Families 62 62 62 62 62 62
Children and Families Services Programs 8,650 13,507 9,090 8,633 10,563 11,163

Administration on Aging:
AQING SEIVICES PrOGIAMS .....ooivuiieiiriieiseiieie ittt sttt 1,393 1,569 1,470 1,383 1,487 1,500
Department of the Interior:
Bureau of Indian Affairs and Bureau of Indian Education:
Operation of INdiaN Programs .........cc.coceiiiinii st 99 103 158 96 102 138

Department of Labor:
Employment and Training Administration:

Training and EMPIOYMENt SEIVICES ......vvururivrreiriisriiseisssise st ssssssnnens 3,236 5,889 2,970 3,052 4,072 4,593
Community Service Employment for Older Americans 109 419 299 84 161 272
State Unemployment Insurance and Employment Service Operations .. 89 92 75 148 103 95
Unemployment Trust Fund 951 1,364 970 996 1,411 971

Corporation for National and Community Service:
Domestic Volunteer Service Programs, Operating EXPENSES ... | e | e | 85 L I

National and Community Service Programs, Operating EXpenses ... | v | e | 140 89| ..

VISTA Advance Payments RevolVINg FUND .......cocovvrvmmmviiimneriiiinneisinnsisnesisssssssssnnnis | ovveee | e | e | | s 3

OPErating EXPENSES .....ovuuiriiuriiiieiineieiiseissais ittt sttt 360 464 493 141 315 320
Corporation for PUBIC BroadCaSting ...........cuurueriiiieisieiisiseissiecsse st 448 461 481 448 461 481
District of Columbia:

District of Columbia General and Special Payments:

Federal Payment for Resident TUION SUPPOIt .........cuverrerrerrrrerrerseeerissecesnnenns 33 35 35 33 35 35

Federal Payment to Jump Start Public School Reform ... | e 20 20 ..

Federal Payment for School Improvement 41 54 74 41 54 74
National Endowment for the Arts:

National Endowment for the Arts: Grants and AdmInIStration ............c.ceeevvervvrrcnireinenns 48 71 53 43 48 66
Institute of Museum and Library Services:

Office of Museum and Library Services: Grants and Administration ..............coccvveerneeereeens 250 258 248 238 236 255
Total, discretionary 51995 | 139319 | 56567 | 53630 | 64,037 | 97,285

Mandatory:

Department of Education:
Office of Special Education and Rehabilitative Services:
Rehabilitation Services and Disability RESEArch ..o 2,874 2,975 3,085 2,841 3,007 3,053

Department of Health and Human Services:
Administration for Children and Families:
Promoting Safe and Stable FAMIlES .........c.ccviiiiriniicirsree e 358 372 372 349 357 371
Payments to States for Home ViSitation ...........ccccvvnnnoinseissisninens | e | e 124 L 87
Social Services Block Grant 2,300 1,700 1,700 1,843 1,909 2,009
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Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS—Continued

(in millions of dollars)

Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate | Estimate Actual Estimate | Estimate
Department of Labor:
Employment and Training Administration:
Federal Unemployment Benefits and AlIOWEANCES ..........c.ccuieeerieeirniieiineiesiseeeeseeseeisenens 260 516 686 241 317 468
Total, mandatory 5,792 5,563 5,967 5,274 5,500 5,988
Total, Education, Training, Employment, and Social Services 57,787 144,882 62,534 58,904 69,627 103,273
Health
Discretionary:
Department of Agriculture:
Food Safety and Inspection Service:
Salaries ANA EXPENSES .....cvuvrrerrirririeeeississisisssssssssesssssessessessessessssssssessesssssssssssnssssssssssnsens 49 50 51 49 50 51
Department of Health and Human Services:
Health Resources and Services AdMINISLration ..........cccceveieierieieieiee s 2,847 2,847 2,847 3,110 3,060 2,987
Centers for Disease Control and Prevention:
Disease Control, Research, and TraiNiNg ...........cocvimiineirniineiniiieinsesessis e ssssiessnens 2,374 2,358 2,358 2,344 2,331 2,335
Substance Abuse and Mental Health Services Administration 2,832 2,902 2,958 2,847 2,877 2,919
Departmental Management:
Public Health and Social Services Emergency FUNd ... 398 863 2,223 654 569 1,017
Prevention and WelNESS FUND ..ot essssssssesessssensssenenienens | eeees 700 | | 154 420
General Departmental Management 124 146 147 160 239 255
Department of Labor:
Occupational Safety and Health Administration:
Salaries aNd EXPENSES ...t ssssssssssssessessessessessens 99 106 116 99 103 116
Mine Safety and Health Administration
Salaries AN EXPENSES .......ceuviuieuriiisiieieieese sttt st 9 9 9 9 9 9
Total, discretionary 8,732 9,981 10,709 9,272 93%2 | 10,109

Mandatory:

Department of Health and Human Services:
Centers for Medicare and Medicaid Services:

Grants to States for Medicaid 206,886 257,148 292,563 201,426 262,389 289,664

Children’s Health Insurance Fund ... 6,640 13,832 12,565 6,900 8,466 9,895
State Grants and Demonstrations 764 633 657 427 897 816
Child Enrollment Contingency FUND ...........cviuiuerniircenieeseeeieesiseessseessesesissssssinennnns | e 2,164 68 ... 100 200
Total, mandatory 214290 | 273777 | 305853 | 208753 | 271,852 | 300575
Total, Health 223022 | 283758 | 316,562 | 218025 | 281,244 | 310,684
Income Security
Discretionary:
Department of Agriculture:
Food and Nutrition Service:
Commodity Assistance Program 214 384 234 221 345 298
Special Supplemental Nutrition Program for Women, Infants, and Children (WIC) ... 6,170 7,360 7,771 6,160 6,972 7,506

Department of Health and Human Services:
Administration for Children and Families:
Low Income Home Energy Assistance ...
Refugee and Entrant Assistance
Payments to States for the Child Care and Development Block Grant
Department of Homeland Security:
Federal Emergency Management Agency:
Emergency FOOd and SHEIET ...t 153 300 100 154 300 100
Department of Housing and Urban Development:
Public and Indian Housing Programs:

2,570 5,100 3,200 2,663 4,334 3,408
408 450 541 471 501 569
2,056 4,120 2,120 2,067 2,883 3,287
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Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS—Continued

(in millions of dollars)

Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate | Estimate Actual Estimate | Estimate
Public Housing Operating Fund 4,200 4,455 4,600 4,113 4,391 4,559
Revitalization of Severely Distressed Public Housing (HOPE VI) .. 99 120 ... 526 428 278
Native Hawaiian Housing BIOCK Grant ............cceeemiueiniinsinniinsiineissisissisessssesessseesesssnnns 9 10 10 7 7 7
Tenant Based Rental Assistance 15,555 16,217 17,836 15,741 16,152 17,764
Project-based Rental Assistance . 239 222 232 261 269 277
Public Housing Capital Fund 2,423 6,435 2,244 2,895 3,039 4,251
Native American Housing Block Grant 624 1,155 645 572 678 785
Choice NEIGhDOMOOMS ......vvuuerermererrierneeiseseiseeisseessesessesss st ssssssssssessssnenes | wovee | e 250 | e | 7
Community Planning and Development:
Homeless Assistance Grants 1,539 3,174 1,794 1,440 1,551 2,422
Home Investment Partnership Program 1,696 4,071 1,825 1,969 2,244 2,927
Housing Opportunities for Persons with AIDS 299 308 310 314 289 300
Rural Housing and Economic Development . 13 26| .. 17 24 26
Permanent SUPPOItIVE HOUSING ........urvumremreriiciieiseseesesiss e 31 | e 33 10
Housing Programs:
Homeownership and Opportunity for People Everywhere Grants (HOPE Grants) ............... L L I e OO
Housing for Persons with Disabilities 231 248 114 321 292 225
Housing for the Elderly 721 763 522 1,008 973 746
Housing for Persons with Disabilities Contract Renewals and Amendments ... | v | e 136 | 50
Housing for the Elderly Contract Renewals and AMendments .......ccccovvvvcvmcvicnvvecnens | e | e 243 | | 94
Department of Labor:
Employment and Training Administration:
Unemployment TrUSE FUND .........ovuriuieieiieeeieies et 2,386 3,324 3,257 2,551 3,288 3,194
Total, discretionary 41677 | 58242 | 47990 | 43471 | 48993 | 53,085

Mandatory:

Department of Agriculture:
Agricultural Marketing Service:
Funds for Strengthening Markets, Income, and Supply (SECtON 32) ........coevvvervvvrrrrrrsrinnne. 491 631 1,346 690 631 1,346

Food and Nutrition Service:
Food Stamp Program
Commodity Assistance Program ..

Child Nutrition Programs

Department of Health and Human Services:
Administration for Children and Families:

4,891 5,256 5,469 4,935 5,238 5,454
21 21 21 9 9 9
13,757 15,002 17,735 13,761 15,381 17,414

Payments to States for Child Support Enforcement and Family Support Programs ............. 4,273 4,317 4,575 4,283 4,472 4,591
Low Income Home ENergy ASSISTANCE .........c.vveiiviniieiiniieineeisissessesssesssssssneenes | v | e 450 | ] 329
TANF CONtINGENCY FUND <...oovvveioeercrssises it sessssssssssesssssssssssssssssnsssssssnnsnnss || sovees 5000 | .. 348 1,660 1,400
Payments to States for Foster Care and Adoption Assistance 6,877 7,188 7,335 6,750 7,079 7,198
Child Care Entitlement to States 2,917 2,917 2,917 2,910 2,927 2,938
Temporary Assistance for Needy FamIlIes ...........cccvcieineiniineneeesesee s 17,059 17,059 17,059 17,532 18,623 18,047

Department of Labor:
Employment and Training Administration:
Unemployment TFUSE FUND ..ot sessssssissnenens || soeees 723 1,947 | ... 723 1,947
Department of the Treasury:

Departmental Offices:
Grants to States for Low-Income Housing Projects in Lieu of Low-Income Housing Credit

AUOCAHONS oo er e s e seseseseseseessssesesessesesssesesesesssssenenensnienes | eees 2930 | .l 2930 | ..

Internal Revenue Service:
Payments to Territories in Lieu of Recovery REDALES ........cccvverveemeenrirneirnrernerieeisseeeenenns 1,413 2716 | ... 1,413 276 | ...
Total, mandatory 51,699 61,320 58,854 | 52,631 59,949 60,673
Total, Income Security 93376 | 119,562 | 106,844 96,102 | 108,942 | 113,758

Social Security

Mandatory:

Social Security Administration:
Federal Disability INsurance Trust FUND ..o 39 34 29 23 21 32
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Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS—Continued
(in millions of dollars)
Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate | Estimate Actual Estimate | Estimate
Veterans Benefits and Services
Discretionary:
Department of Veterans Affairs:
Veterans Health Administration:
Medical Services 548 679 739 548 679 739
Departmental Administration:
Grants for Construction of State Extended Care FaCilities .........ccocuvvrenrniniesenircineis 165 325 85 116 99 148
Grants for the Construction of State Veterans CEMEtEres ..........couwvveerimrinreneisesisniesnns 40 42 42 31 29 30
Total, Veterans Benefits and Services 753 1,046 866 695 807 917
Administration of Justice
Discretionary:
Department of Housing and Urban Development:
Fair Housing and Equal Opportunity:
Fair HOUSING ACHVITIES ....vuvvuveueirriceseeieeisiesseie sttt 50 54 72 54 47 52
Department of Justice:
Legal Activities and U.S. Marshals:
ASSELS FOMEItUIE FUNG .....ooveoeie et 21 21 21 21 21 21
Office of Justice Programs:
JUSHCE ASSISTANCE .....uvviveieitniecie bbb 131 153 171 250 225 185
State and Local Law Enforcement Assistance . 1,111 4,291 686 1,497 3,356 1,664
Juvenile Justice Programs 313 333 287 323 341 333
Community Oriented Policing Services 246 1,178 721 310 393 945
Violence against Women Prevention and Prosecution Programs 351 583 394 337 378 498
Equal Employment Opportunity Commission:
Salaries AN EXPENSES ......cuuiruieuiiiisiieieieiseie sttt 28 26 26 28 26 26
Federal Drug Control Programs:
High-intensity Drug Trafficking Areas Program ... 208 234 220 209 227 193
State Justice Institute:
State Justice Institute: Salaries and EXPENSES ..o 4 4 5 4 4 5
Total, discretionary 2,463 6,877 2,603 3,033 5,018 3,922
Mandatory:
Department of Justice:
Legal Activities and U.S. Marshals:
Assets FOMEIHUIE FUNG ........couieieiicie ettt s 555 580 567 453 535 520
Office of Justice Programs:
CriME VICHMS FUNG ..ottt nsen 739 599 664 611 638 680
Department of the Treasury:
Departmental Offices:
Treasury FOMEItUre FUNG ..ot 130 208 67 104 187 164
Total, mandatory 1,424 1,387 1,298 1,168 1,360 1,364
Total, Administration of Justice 3,887 8,264 3,901 4,201 6,378 5,286
General Government
Discretionary:
Department of Health and Human Services:
Administration for Children and Families:
Disabled VOEr SEIVICES .......ccvcvcieiciseteteeessessvestes s sesessesssessssssssenenns | eeeee | e | 2 10
Department of the Interior:
United States Fish and Wildlife Service:
National Wildlife Refuge FUNG ..ot 14 14 14 14 14 14
Insular Affairs:
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Table 8-3. FEDERAL GRANTS TO STATE AND LOCAL GOVERNMENTS—BUDGET AUTHORITY AND OUTLAYS—Continued

(in millions of dollars)

Budget Authority Outlays
Function, Category, Agency and Program 2008 2009 2010 2008 2009 2010
Actual Estimate Estimate Actual Estimate | Estimate
Assistance to Territories ........ccoervrerrrenns 48 50 52 54 50 52
Trust Territory of the Pacific ISIANAS ........cc.coeverieeieeireieisessssessssssssesissesiiens | e | e | e | e 1 1
Department-Wide Programs:
Payments in LIEU Of TAXES ......ccuivureurierieieriseieciseisesi st 229 | | 229 | |
District of Columbia:
District of Columbia Courts:
Federal Payment to the District of Columbia COUIS ..........c.ocurierienriericrneerneecseeeeiceene 224 248 249 216 246 249
Defender Services in District of Columbia Courts ... 48 52 52 41 52 52
District of Columbia General and Special Payments:
Federal Support for Economic Development and Management Reforms in the District ....... 37 54 63 37 54 63
Election Assistance Commission:
Election REfOrM PrOGrams ..........c.cireriierieieieieesessssis s sssssessseesssees 115 106 52 2 107 105
Election Data ColleCtions GraNtS ...........ccouerrirrienrinsininisneseeeesis s sssssssssssssssessesens 0] .l 2 6 4
Total, discretionary 725 524 482 597 531 540
Mandatory:
Department of Agriculture:
Forest Service:
Forest Service Permanent APPropriations ...........cceeeeeereeeeesensinsieiseessiseiseissssssssessesssesens 78 550 495 437 617 495

Department of Energy:
Energy Programs:
Payments to States under Federal POWEE ACt ..o 3 8 8 3 8 8
Department of Homeland Security:
Customs and Border Protection:
Refunds, Transfers, and Expenses of Operation, PUerto RiCO ........ccc..ervmeenrienrinrirnnrirnnenne 90 92 92 84 92 92
Department of the Interior:
Minerals Management Service:

Mineral Leasing and Associated Payments ... 2,460 2,048 2,187 2,460 2,048 2,187

National Petroleum Reserve, Alaska 5 8 14 5 8 14

Geothermal Lease Revenues, Payment to Counties 9 10 .. 9 10 ...
Office of Surface Mining Reclamation and Enforcement:

Payments to States in Lieu of Coal Fee RECEIPES .......c.ouuucvuiieerrieeiineinieeieeecseinens 187 187 85 16 162 82
United States Fish and Wildlife Service:

National Wildlife RefUge FUNG .......cc.cuuiiriiieicescic e 1 12 12 12 12 12
Insular Affairs:

Assistance to Territories 28 28 28 16 24 25

Payments to the United States Territories, Fiscal Assistance 129 148 129 129 148 129

Department-Wide Programs:
Payments in LIEU OF TAXES .....uevueeriurerririreie ettt st 139 378 390 0 517 390

Department of the Treasury:
Alcohol and Tobacco Tax and Trade Bureau:

Internal Revenue Collections for PUEIO RICO .........ccciueivriveiieieisieiesce e 373 491 486 373 491 486

Internal Revenue Service:
Build American Bond Payments ...........cvueeemiiienimernieneseisesessensssessessssssneenens | e 50 192 ... 50 192

Corps of Engineers-Civil Works:
Permanent APPrOPHEHONS .........cc.curucrmrierseieisseiesierissisess et 4 4 4 4 4 4
Total, mandatory 3516 4,014 4,122 3,548 4,191 4,116
Total, General Government 4241 4,538 4,604 4,145 4,722 4,656
Total, Grants 478,038 697,350 575,144 461,317 567,823 652,201
Discretionary 147,439 302,982 180,292 186,855 219,074 273,227
Transportation obligation limitations (NON-adQ) ..................ccoeeereervveriisssrererririrrssssne 53,398 54,403 14451 .
Mandatory 330,599 | 394,368 | 394,852 | 274462 | 348,749 | 378,974

' Mandatory contract authority provides budget authority for these programs, but program levels are set by discretionary obligation limitations in appropriations bills and outlays are
recorded as discretionary. This table shows the obligation limitations as non-additive items to avoid double counting. For all surface transportation programs subject to reauthorization, the
Budget includes placeholder funding levels for FY 2010 that do not represent Administration policy.
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OTHER INFORMATION ON FEDERAL AID TO STATE AND LOCAL GOVERNMENTS

Additional information regarding aid to State and local
governments can be found elsewhere in this Budget and
in other documents.

Major public physical capital investment programs
providing Federal grants to State and local governments
are identified in Chapter 6, “Federal Investment.”

Data for summary and detailed grants to State and
local governments can be found in many sections of a
separate volume of the Budget entitled Historical Tables.
Section 12 of that document is devoted exclusively to
grants to State and local governments. Additional infor-
mation on grants can be found in Section 6 (Composition
of Federal Government Outlays); Section 9 (Federal
Government Outlays for Investment: Major Physical
Capital, Research and Development, and Education and
Training); Section 11 (Federal Government Payments for
Individuals); and Section 15 (Total (Federal and State and
Local) Government Finances).

In addition to these sources, a number of other sources
of information are available that use slightly different
concepts of grants, provide State-by-State information,
provide information on how to apply for Federal aid, or
display information about audits.

Current and updated grant receipt information by State
and local governments can be found on USAspending.gov.
This public website also contains contract and loan infor-
mation and is updated monthly. Additional current and
updated information about grants provided specifically by
the Recovery Act can be found on Recovery.gov.

The Bureau of the Census in the Department of
Commerce provides data on public finances, includ-
ing Federal aid to State and local governments. The
Bureau’s major reports and databases on grant-making
include:

o Federal Aid to States, a report on Federal grant
spending by State for the most recently completed
fiscal year.

e The Consolidated Federal Funds Report is an annu-
al document that shows the distribution of Federal
spending by State and county areas and by local gov-
ernmental jurisdictions.

e The Federal Assistance Awards Data System
(FAADS) provides computerized information about
current grant funding. Data on all direct assistance
awards are provided quarterly to the States and to
the Congress.

e The Federal Audit Clearinghouse maintains an on-
line database (harvester.census.gov/sac) that pro-
vides access to summary information about audits
conducted under OMB Circular A-133, “Audits to
States, Local Governments, and Non-Profit Organi-
zations.” Information is available for each audited
entity, including the amount of Federal money ex-
pended by program and whether there were audit
findings.

The Bureau of Economic Analysis, also in the
Department of Commerce, publishes the monthly Survey
of Current Business, which provides data on the national
income and product accounts (NIPA), a broad statisti-
cal concept encompassing the entire economy. These ac-
counts include data on Federal grants to State and local
governments. Data using the NIPA concepts appear in
this volume in Chapter 14, “National Income and Product
Accounts.”

The Catalog of Federal Domestic Assistance is a pri-
mary reference source for communities wishing to apply
for grants and other domestic assistance. The Catalog is
prepared by the General Services Administration and
contains a detailed listing of grant and other assistance
programs; discussions of eligibility criteria, application
procedures, and estimated obligations; and related infor-
mation. The Catalog is available on the Internet at www.
cfda.gov.

APPENDIX: SELECTED GRANT DATA BY STATE

This Appendix displays State-by-State spending for
the selected grant programs to State and local govern-
ments shown in the following table, “Summary of Grant
Programs by Agency, Bureau, and Program.” The pro-
grams selected here cover more than 80 percent of total
grant spending.

The first summary table shows the obligations for each
program. The second summary table, “Summary of Grant
Programs by State,” shows the obligations for each State
for these programs. Both of these tables combine fund-
ing provided in the Recovery Act with funding provided
through other authority.

The third summary table, “Summary of Recovery Act
Grants by Agency, Bureau, and Program” shows obligations
made from funding provided by the Recovery Act for the grant
programs from the first summary table. For those grant pro-
grams created by the Recovery Act, such as the State Fiscal
Stabilization Fund, the amounts in this table are the same
as in the first table. The fourth summary table, “Summary
of Recovery Act Grants by State” shows the amounts for each
State from funding provided by the Recovery Act.

The individual program tables display obligations for
each program on a State-by-State basis, consistent with
the estimates in this Budget. These tables combine fund-
ing provided by the Recovery Act with funding provided
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through other authority. Each table reports the following
information:
e The Federal agency that administers the program.

e The program title and number as contained in the
Catalog of Federal Domestic Assistance.

e The budget account number from which the pro-
gram is funded.

e Actual 2008 obligations by State, Federal territory,
and Indian tribes in thousands of dollars. Undistrib-
uted obligations shown at the bottom of each page
are generally project funds that are not distributed

by formula, or programs for which State-by-State
data are not available.

Estimates of 2009 obligations by State from previous
budget authority and from new budget authority, in-
cluding new authority provided by the Recovery Act.

Estimates of 2010 obligations by State, which are
based on the 2010 Budget request, unless otherwise
noted.

The percentage share of 2010 estimated program
funds distributed to each State.
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Table 8-4. SUMMARY OF PROGRAMS BY AGENCY, BUREAU, AND PROGRAM

(obligations in millions of dollars)

Agency, Bureau, and Program

Estimated FY 2009 obligations from:

FY 2008 Previous FY 2010
(actual) authority  [New authority|  Total (estimated)
Department of Agriculture, Food and Nutrition Service:
School Breakfast Program (10.553) 2393 | ... 2,633 2,633 2,867
National School Lunch Program (10.555) 8,365 255 8,817 9,072 9,821
Special Supplemental Nutrition Program for Women, Infants, and Children (WIC) (10.557) . . 6,371 13 7,258 7,272 7,793
Child and Adult Care FOOd Program (10.558) .........c.ocuuiurieiiieriieiisiieeisessesisssssisesesesses e esssessessessesssssens 2245 | ... 2,514 2,514 2,687
State Administrative Matching Grants for the Supplemental Nutrition Assistance Program (Food Stamps)
(10.5B1) orrtreerseceseess e 2620 | ... 2,894 2,894 2,986
Department of Education, Office of Elementary and Secondary Education:
Title | Grants to Locational Agencies (84.010) 13899 | ... 24,492 24,492 12,992
Improving Teacher Quality State Grants (84.367) ..........ccccveennee. 293% | ... 2,948 2,948 2,948
Education State Grants, State Fiscal Stabilization Fund (84.394) .........ccccounmvcinninnnsiscssssinennnene | e | 39,743 39,743 | ...
Government Services, State Fiscal Stabilization Fund (84.397) ..o | e | e 8,843 8843 | ..
Department of Education, Office of Special Education and Rehabilitative Services:
Vocational Rehabilitation State Grants (84.126) 2874 | ... 3,515 3,515 3,085
IDEA Part B: Grants to States & Grants to States Recovery Act (84.323) 10,948 | ... 22,805 22,805 11,505
Department of Energy, Energy Programs:
State Energy Program (81.041) L 1,600 1,600 1,625
Weatherization Assistance for Low-Income Persons (81.042) 27| . 2,950 2,950 2,720
Energy Efficiency and Conservation Block Grant (81.043) .........c.cccuuienmineenineinsneinensisssisssesssssssenseeee | e | 1,600 1,600 1,600
Department of Health and Human Services, Centers for Medicare and Medicaid Services:
Children’s Health Insurance Program (93.767) ........cc.eureemiieeiereeseisesssemssisessssssssssssssssessssssesssssesssssssens 6,047 | ... 10,562 10,562 12,520
Grants t0 States for MEdCAIA (93.778) .........crrvuurmeriernesissssesisssssssssssssssssssssssssssssssssssssssssssssssssssssssssses 214015 | ... 266,611 266,611 293,225
Department of Health and Human Services, Administration for Children and Families:
Temporary Assistance for Needy Families (TANF) - Family Assistance Grants (93.558) ..........ccoccvvverrrernrennninn. 17,041 | L. 17,059 17,059 17,059
Child Support Enforcement - Federal Share of State and Local Administrative Costs and Incentives (93.563) . 45421 L. 4,482 4,482 4,638
Low Income Home Energy Assistance Program (93.568) 1980 | ... 4,510 4,510 2,410
Child Care and Development Block Grant (93.575) ............ 2062 | ... 4,127 4,127 2,127
Child Care and Development Fund - Mandatory (93.596a) 1240 | ... 1,240 1,240 1,240
Child Care and Development Fund - Matching (93.596b) . 1,677 | ... 1,677 1,677 1,677
Head Start (93.600) .........coereerrrnreniineiniireieeiesiseienen 6877 | ... 9,113 9,113 7,235
Foster Care - Title IV-E (93.658) 4525 | L. 4,660 4,660 4,681
Adoption Assistance (93.659) ......... 2038 | ... 2,371 2,371 2,462
Social Services Block Grant (93.667) 1,700 | ... 1,700 1,700 1,700
Department of Health and Human Services, HIV/AIDS Bureau:
Ryan White HIV/AIDS Treatment Modernization Act Part B HIV Care Grants (93.917) .....oovuovererererirerernnrinns 1,150 | . 1,115 1,115 1,209
Department of Housing and Urban Development, Public and Indian Housing Programs:
Public Housing Operating Fund (14.850) .........ccovuuvverirevineeerinens 4200 | ... 4,455 4,455 4,600
Section 8 Housing Choice Vouchers (14.871) 15,552 356 16,217 16,573 17,836
Public Housing Capital Fund (14.872) 2,497 94 6,434 6,528 2,244
Department of Housing and Urban Development, Community Planning and Development:
Community Development Block Grants and Neighborhood Stabilization Program (14.218) ........ccc.coeevvevenrennnns 4,855 8,341 4,909 13,250 6,404
Emergency Shelter Grant, Homelessness Prevention and Rapid-Re-housing Program (14.231) . 160 | ... 1,652 1,652 150
HOME Investment Partnership Program (14.258) 1,704 | ... 1,825 1,825 1,825
Tax Credit Assistance Program (14.258) .......cocc.ererreerresneessnssssssssssssssssssssssssssssnsssssssssssssssmnmsssnnesenns || e | e 2,250 2250 |
Department of Justice, Office of Justice Programs:
Edward Byrne Memorial Justice Assistance Grant Program (16.738) ..........ccceuiurrnrinniineeneiesrnemssineisesseeseeens 168 | ... 2,512 2,512 519
Department of Labor, Employment and Training Administration:
Unemployment Insurance (17.225) 2,564 65 2,822 2887 | ...
WIA Youth Activities (17.259) .......... 875 | ... 2,112 2,112 924
WIA Dislocated Workers (17.260) 1,006 | ... 2,429 2,429 1,188
Department of Transportation, Federal Aviation Administration:
Airport Improvement Program (20.106) ...........cceereeumrieerieeiseisessesssssessseeesse st st ssessses 3557 | ... 4,493 4,493 3,384
Department of Transportation, Federal Highway Administration:
Highway Planning and Construction (20.205) ...........c.curiimieniieriniiesiiesissiesiesisesesisessesssssss s 37,362 | ... 54,105 54,105 54,512
Department of Transportation, Federal Transit Administration:
Federal Transit Formula Grants Programs (20.507) 8,217 1,207 11,793 13,000 10,139
Environmental Protection Agency, Office of Water:
Capitalization Grant for Clean Water State Revolving Funds (66.458) 542 147 4,658 4,806 2,373
Capitalization Grant for Drinking Water Stafe Revolving Funds (66.468) 756 138 2,504 2,642 939
Total 401,828 10,616 587,009 597,627 525,046




108 ANALYTICAL PERSPECTIVES

Table 8-5. SUMMARY OF PROGRAMS BY STATE

(obligations in millions of dollars)

Programs distributed in all years
. Estimated FY 2009 obligations from:
State or Territory All programs g FY 2010
FY 2008 FY 2008 Previous FY 2010 Percentage of
(actual) (actual) authority New authority Total (estimated)  |distributed total
Alabama 5,644 5,644 28 7,687 7,715 6,389 1.61
Alaska ....... 1,783 1,783 6 2,272 2,278 1,974 0.31
Arizona ... 8,266 8,266 58 11,736 11,795 10,455 1.81
Arkansas ... 4,263 4,263 31 5,948 5,980 5,256 1.06
California .. 48,691 48,691 231 67,416 67,647 57,626 10.99
Colorado ....... 4,028 4,028 21 6,182 6,202 4,862 1.20
Connecticut ... 4,562 4,562 11 6,907 7,018 5,802 0.95
Delaware .............. 1,096 1,096 16 1,678 1,694 1,563 0.31
District of Columbia .. 2,217 2,217 4 2,676 2,680 2,408 0.28
Florida ......ooceuevene. 16,864 16,864 86 25,559 25,645 20,353 4.97
Georgia . 10,647 10,647 59 15,243 15,302 12,551 3.11
Hawaii ... 1,572 1,572 15 2,244 2,260 1,823 0.34
|daho ..... 1,728 1,728 4 2,491 2,494 2,143 0.41
[linois ... 13,767 13,767 103 20,057 20,160 16,159 4.30
Indiana .. 7,347 7,347 194 10,253 10,448 8,791 1.96
lowa ...... 3,431 3,431 224 4,870 5,094 4,172 0.78
Kansas .. 2,922 2,922 13 4,153 4,166 3,334 0.81
Kentucky ... 6,119 6,119 17 8,348 8,364 7,198 1.49
Louisiana .. 8,589 8,589 2,474 10,153 12,626 9,053 1.94
Maine 2,323 2,323 4 3,122 3,126 2,669 0.43
Maryland 6,097 6,097 53 9,193 9,246 7,751 1.50
Massachusetts .. 10,581 10,581 53 14,889 14,941 12,358 2.02
Michigan ....... 11,878 11,878 26 17,436 17,463 14,287 3.68
Minnesota . 6,798 6,798 40 9,376 9,416 8,232 1.29
Mississippi 5,212 5,212 23 6,793 6,816 6,070 1.25
Missouri ... 8,116 8,116 83 11,118 11,202 9,870 1.77
Montana .... 1,402 1,402 4 1,905 1,909 1,610 0.34
Nebraska .. 1,990 1,990 22 2,908 2,930 2,433 0.54
Nevada ......... 1,976 1,976 20 3,007 3,027 2,356 0.61
New Hampshire 1,335 1,335 22 1,969 1,990 1,626 0.35
New Jersey 9,990 9,990 23 14,721 14,744 12,381 247
New Mexico 3,714 3,714 13 5,030 5,043 4,567 0.81
New York ....... 40,347 40,347 152 55,938 56,090 49,943 7.77
North Carolina .. 11,355 11,355 84 15,930 16,014 13,822 2.66
North Dakota 995 995 6 1,383 1,389 1,177 0.27
(O] 3116 ST 14,932 14,932 115 21,379 21,495 18,388 3.78
Oklahoma . 4,702 4,702 19 6,625 6,645 5,568 1.19
Oregon .......... 4,248 4,248 8 6,126 6,134 5127 1.02
Pennsylvania 16,974 16,974 52 23,935 23,987 20,501 3.87
Rhode Island .... 1,790 1,790 14 2,557 2,571 2,187 0.38
South Carolina .. 5,331 5,331 23 7,476 7,500 6,133 1.47
South Dakota 1,097 1,097 4 1,541 1,545 1,274 0.31
Tennessee 8,237 8,237 45 10,959 11,004 9,514 1.96
Texas ... 28,124 28,124 1,458 39,261 40,719 32,520 8.93
Utah ...... 2,362 2,362 8 3,565 3,573 2,873 0.69
Vermont 1,196 1,196 13 1,632 1,645 1,435 0.26
Virginia ...... 6,295 6,295 65 9,347 9,413 7,520 2.01
Washington ... 7,320 7,320 34 10,721 10,756 9,168 1.63
West Virginia . 3,118 3,118 10 4,067 4,078 3,590 0.67
Wisconsin ..... 6,212 6,212 65 9,041 9,106 7,549 1.62
Wyoming ... 822 822 L 1,104 1,105 938 0.26
American Samoa .. 57 57 * 101 101 89 0.07
Guam 191 191 * 250 250 224 0.1
Northern Mariana Islands 48 48 T 83 84 73 0.03
Puerto RiCO ......ocvvrvvennenn. 2,928 2,928 91 5,026 5,117 3,334 2.53
Freely Associated States .. 46 6 L 61 61 45 0.03
Virgin Islands ............ 158 158 T 216 217 182 0.08
Indian Tribes 874 874 ¥ 1,271 1,271 1,060 0.71
Total, programs distributed by State in all years ........ceeeens 394,710 394,710 6,350 556,941 563,202 472,355 100.00
MEMORANDUM:
Not distributed by State in all years " ..............ccoeecvvvireeceriisseerirnnnns 7,118 7,118 4,267 30,067 34,335 52,691 N/A
Total, including undistributed ..., 401,828 401,828 10,616 587,009 597,627 525,046 N/A

*$500,000 or less or 0.005 percent or less.
1 The sum of programs not distributed by State in all years.
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Table 8-6. SUMMARY OF RECOVERY ACT GRANTS BY AGENCY, BUREAU, AND PROGRAM

(obligations in millions of dollars)

Agency, Bureau, and Program

Estimated FY 2009 obligations from:

Previous FY 2010
FY 2008 (actual)|  authority New authority Total (estimated)

Department of Agriculture, Food and Nutrition Service:

State Administrative Matching Grants for Supplemental Nutrition Assistance Program (Food

SAMPS) (10.561) oo essssssssessssssssssssssssssssssssssssssssnnnssenss | e | 144 144 146

Department of Education, Office of Elementary and Secondary Education:

Title | Grants to Locational AGeNnCies (84.01) ... | e | 10,000 10,000 | ...

Education State Grants, State Fiscal Stabilization Fund (84.394) ... | v | e 39,743 39,743 | ...

Government Services, State Fiscal Stabilization Fund (84.397) ... | e | 8,843 8843 | ...
Department of Education, Office of Special Education and Rehabilitative Services:

Vocational Rehabilitation State Grants, Recovery Act (84.126) ... | e | 540 540 | ...

IDEA Part B: Grants to States - Recovery Act (84.391) ... | e | e 11,300 1300 ..
Department of Energy, Energy Programs:

State Energy Program (81.041) .......cc.vverrerrmreneeneineessesnsessesssssssesssssssssssssssssssssssnnnsnnns | e | e 1,550 1,550 1,550

Weatherization Assistance for Low-Income Persons (81.042) ... | e | 2,364 2,364 2,364

Energy Efficiency and Conservation Block Grants (81.043) ... | e | 1,600 1,600 1,600
Department of Health and Human Services, Centers for Medicare and Medicaid Services:

Grants to States for MediCaid (93.778) ........vvrvvvemrrevirnneeisssssssssnssssssssssssssssssssssssssssssssseens | e | e 36,715 36,715 43,122
Department of Health and Human Services, Administration for Children and Families:

Temporary Assistance for Needy Families (TANF) - Family Assistance Grants (93.558) ...........| e | 5,000 5,000 319

Child Care and Development Block Grant (93.575) .......cccovuneuminminenmineinneisssesessessiisssens | e [ 2,000 2000 | ...

Head Start (93.600) .........vvvveerrreereeeressnsmesesssessssesessssssesssssssssssssssssssssssessssssssssssnnssinennes | e | 2,100 2100 ...
Department of Housing and Urban Development, Public and Indian Housing Programs:

Public Housing Capital FUNd (14.885) ..........ccviurrinierineinieeeinesesiseissnesssssessssssssssesssnen | e | 3,984 3,984 5
Department of Housing and Urban Development, Community Planning and Development:

Community Development Block Grant and Neighborhood Stabilization Program (14.256) ........| — «o | 1,045 1,045 1,955

Homelessness Prevention and Rapid Re-Housing Program (14.257) ... | e | e 1,500 1500 | ...

Tax Credit Assistance Program (14.258) ..........cccouurrnieneninmenessnessnessssssssssssssinenes | e | e 2,250 2250 | L
Department of Justice, Office of Justice Programs:

Edward Byrne Memorial Justice Assistance Grant Program (16.803) ... | e | 2,000 2,000 ...
Department of Labor, Employment and Training Administration:

WIA Youth ACtVItIeS (17.259) ...cuvuuuuieeiriireireieiiseiesisis et issisesssisssssssssssnnenes | e | e 1,188 1,188 | ...

WIA Dislocated WOrKers (17.260) .........c..evveerereremersessssssssssnsssssssssssssssssssssssssssssssssssssssssennnsees | e | 1,241 1241 | L.
Department of Transportation, Federal Aviation Administration:

Airport Improvement Program (20.108) .......c..ceeeeereriemneineenensesnssssssessnesssssssssssssssnnennns | e | e 1,098 1,08 | ..
Department of Transportation, Federal Highway Administration:

Highway Planning and Construction (20.205) .........cccveueeeemenmmnmmemnensisensssssssssssssesseness | e | e 13,405 13,405 13,405
Department of Transportation, Federal Transit Administration:

Transit Capital Assistance and Fixed Guideway Infrastructure Investment (20.507) .....cccvvvovne| v | s 5,624 5,624 1,883
Environmental Protection Agency, Office of Water:

Capitalization Grant for Clean Water State Revolving Funds (66.458) ......cccocvmvvmmcimvcvmmcvmncinne | e | e 3,969 39%9 | ...

Capitalization Grant for Drinking Water Stafe Revolving Funds (66.468) ..........ccoevvevcrmmmmmmmrees | v | 1,980 1,980 8

L —————] I I 161,183 161,183 66,357
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Table 8-7. SUMMARY OF RECOVERY ACT GRANTS BY STATE

(obligations in millions of dollars)

Programs distributed in all years

Estimated FY 2009 obligations from:

State or Territory All programs FY 2010
FY 2008 FY 2008 Previous FY 2010 Percentage of
(actual) (actual) authority New authority Total (estimated) |distributed total
=1 o= V2= o OOV PPV I 2,145 2,145 712 1.30
AISKE ..o | e | e | 571 571 223 0.41
ATIZONA oot ee e | e | e | 2,894 2,894 1,212 2.22
ATKANSES ....ovovevreereieeeesress s sssssssesssssssssssssssssesssssnseens | v | | e 1,380 1,380 493 0.90
(07 111 11 sl OO IO I 17,582 17,582 6,794 12.45
(0701 ) Vo [0 TP U T PPV POV I 1,972 1,972 633 1.16
{07002 T=To1 1101 Ul PO IO I 1,854 1,854 749 1.37
DEIAWAIE .voeeeeeeeeeeeeeeeeeeeeeee e oo eeeseeeseeeneeenieenieenseeneeeneeee | e | | 514 514 232 0.42
District of COlUMDIA .......ccevveericicceceeccscescesveseesseissinenes | e | | 555 555 232 0.43
.................. 7,899 7,899 2,864 5.25
.................. 4,271 4,271 1,377 2.52
.................. 647 647 236 0.43
.................. 692 692 258 0.47
T} TPl OO PO I 6,373 6,373 2,108 3.86
1200 [T = U PO PO O 2,936 2,936 1,025 1.88
10 o P PV I, 1,317 1,317 457 0.84
KANSAS ..ottt tessessssssssssssssssssssssisnisninnenens | e | e | 1,214 1,214 382 0.70
KENTUCKY ..ot ssssssssssesenes | e | e | e 2,046 2,046 694 1.27
LOUISIANG +.v.vecvevcvercvesereseeteseesese e sesesesesesessessssnessesisesssenes | e | | 2,280 2,280 870 1.60
MAINE et et e eeeee e | e | e | 715 715 286 0.52
MaIYIANG ..o ssnnnnnnees | e | e | 2,588 2,588 945 1.73
MaSSACHUSELES ........cvuveeiciciccee e seieieieneenees | e | e | e 3,689 3,689 1,465 2.69
MIChIGAN ..vvereeereeeseerenieeir et sessssssssssssnsssssssnsnnnnees | e | e | 4,874 4,874 1,589 2.91
MINNESOLA ..ovvceeceeecee e snesseinenenenes | e | e | 2,648 2,648 1,196 219
MISSISSIDPI .vvvevvvererrveaersesesisessssesssessssssesssssssssssessssssssssssssssssnsseenns | e | e | 1,550 1,550 587 1.08
MISSOUI vvvvvereeerieceeissieesessesesesssss st ssssssesssssssssssssssssssnsssenenses | e | e | e 2,852 2,852 1,070 1.96
MONEANG ..ot ee e e e e eee e | e | | 526 526 214 0.39
NEDBIASKA ....ocvveveeieveceecee e sesseinenns | e | e | e 815 815 277 0.51
NEVAA <..occoeveeciceeee e eeneeseneenes | e | e | 1,077 1,077 368 0.68
New Hampshire ........ccvemenernnnesesinsnesssessssssnsesnens | e | e | 572 572 169 0.31
NEW JETSEY ..ottt sssssssssssissssssessssssinnes | e | | 4,079 4,079 1,388 2.54
NEW MEXICO v.vveeeeeereeeeeeeeeeeeseseseeseeesssessssesessssssssssesesessssinseneneeee | e | | 1,019 1,019 397 0.73
NEBW YOTK ..ottt sssssisssesessssisssssssnenns | e | | e 12,804 12,804 5,715 10.47
NOIh CarOlING .eveeeeeeeeeeeeeeeeee et cee e eeeee e | e | e | 4,079 4,079 1,527 2.80
N oL ( T D1 o] - P OO RO O 395 395 161 0.30
ONIO oottt eessniessnenennens | e | e | 5,465 5,465 1,864 342
(04212011 OOl SO O IO 1,776 1,776 670 1.28
OFEQON ..ottt essensnennnnnns | e | e | 1,651 1,651 577 1.06
PENNSYIVANIA ....vvvveveoveerseisssesessessseeseessssssssssssssssssssssssssssenens | e | e | 6,148 6,148 2,321 4.25
RhOde ISIaNG ..o | e | | 692 692 307 0.56
SOUH CarOlING cvvveveveeeeeeeee e eeeeeeeee e eeee e | e | e | 2,011 2,011 654 1.20
SOUth DAKOA ..o issssensnenns | e | e | 446 446 168 0.31
TENNESSEE ..ot | e | | 2,892 2,892 1,088 1.99
TEXAS wvevereeeeeeeeeeeeeeeeessseeeesssesessesssesssessssissesesnssesieseienesnnneneene | e | e | 11,216 11,216 3,790 6.95
L0171 TP Uo P PO PP I 1,098 1,098 303 0.56
VEIMONE oot ee e e eeee e e e eeen s s s | e | e | 401 401 184 0.34
VIEGINIA covvovcvrreereneisnsessssesesssssssssssssssssssssssssssssssssssssssssssnssssnnnsennss | e | e |, 3,082 3,082 1,046 1.92
WaShiNGON ......ccovviiieecneeesen e | e | e | 2,933 2,933 1,099 2.01
WESEVIFGINIA ....cvvvvoovierescessessissssscsssssssssssssssssssssssssssssssssssssees | e | e [ 912 912 319 0.58
WISCONSIN .ot | e | e | 2,410 2,410 769 1.4
WYOMING 1ot sssssssssesssssssssssssssssssesnnes | e | e | 347 347 140 0.26
AMENCAN SAMOA ....vvvvveeiceeieee e | e | e | 42 42 19 0.03
GUBIM et e et ee s eeee e s enisinieeneees | e | e | e 70 70 32 0.06
Northern Mariana ISIands .........cccoovevvvevecevsveisceevcsisiecsieisesieees | e | e | 34 34 19 0.03
PUBIO RICO .t essesinenenes | e | | 1,960 1,960 224 0.41
Freely Associated States ... | e | e | 16 16 0 *
Virgin ISIaNdS .......ceieeiiieseseensnnenee | e | e [ 65 65 26 0.05
INAIAN THDES wovvveeveeeeeeeeee e esesieres e e sesenssien s | e | e | 310 310 32 0.06
ONEI e senssnsnsnennnens | e | |
Total, programs distributed by State in all years ... | | 1 149,398 149,398 54,559 100.00
MEMORANDUM:
Not distributed by State inallyears ' ..o | e | e | 11,785 11,785 11,798 N/A
Total, including undistributed ..o | e | e | 161,183 161,183 66,357 N/A

*$500,000 or less or 0.005 percent or less.
1 The sum of programs not distributed by State in all years.
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Department of Agriculture, Food and Nutrition Service

Table 8-8. SCHOOL BREAKFAST PROGRAM (10.553)

(obligations in thousands of dollars)

12-3539-0-1-605

Estimated FY 2009 obligations from:

. FY 2010
State or Territory Previous FY 2010 Percentage of
FY 2008 Actual |  authority New authority Total (estimated) |distributed total
Alabama 47136 | ... 52,629 52,629 57,299 2.00
Alaska 531 | .. 5,986 5,986 6,517 0.23
Arizona 49386 | ... 55,141 55,141 60,034 2.09
Arkansas 34165 | ... 38,146 38,146 41,531 1.45
California 290,359 | ... 324,195 324,195 352,962 12.31
Colorado ....... 20,507 | ... 22,897 22,897 24,928 0.87
Connecticut ... 14871 | ... 16,604 16,604 18,077 0.63
Delaware .............. 5992 | ... 6,690 6,690 7,284 0.25
District of Columbia .. 4453 | ... 4,972 4,972 5,413 0.19
Florida ............... 131,484 | ... 146,807 146,807 159,832 5.58
Georgia . 121569 | ... 135,737 135,737 147,780 5.16
Hawaii ... 8,006 | ... 8,939 8,939 9,732 0.34
|daho ..... 13,004 | ... 14,519 14,519 15,808 0.55
Illinois ... 65942 | ... 73,626 73,626 80,159 2.80
Indiana .. 43812 | .. 48,917 48,917 53,258 1.86
lowa ...... 15076 | ... 16,833 16,833 18,326 0.64
Kansas 18471 | ... 20,623 20,623 22,453 0.78
Kentucky ... 48580 | ... 54,241 54,241 59,054 2.06
Louisiana .. 50,608 | .. 56,505 56,505 61,519 2.15
Maine ........ 7015 L. 7,832 7,832 8,527 0.30
Maryland ... 27,966 | ... 31,225 31,225 33,996 1.19
Massachusetts .. 31210 | .. 34,847 34,847 37,939 1.32
Michigan ....... 54326 | .. 60,657 60,657 66,039 2.30
Minnesota . 25852 | ... 28,865 28,865 31,426 1.10
Mississippi 46,605 | ... 52,036 52,036 56,653 1.98
Missouri .... 46315 | ... 51,712 51,712 56,301 1.96
Montana .... 513 | ... 5,733 5,733 6,242 0.22
Nebraska .. 10215 | ... 11,405 11,405 12,417 0.43
Nevada ......... 13,897 | ... 15,516 15,516 16,893 0.59
New Hampshire 3455 | L. 3,858 3,858 4,200 0.15
New Jersey ....... 38,051 | ... 42,485 42,485 46,255 1.61
New Mexico .. 27180 | ... 30,347 30,347 33,040 1.15
New York ....... 130241 | ... 145,419 145,419 158,321 5.52
North Carolina .. 82,066 | ... 91,629 91,629 99,760 3.48
North Dakota 3307 | 3,692 3,692 4,020 0.14
Ohio .cvvveene 68,748 | ... 76,759 76,759 83,570 2.92
Oklahoma . 41904 | ... 46,787 46,787 50,939 1.78
Oregon ...... 27115 L. 30,275 30,275 32,961 1.15
Pennsylvania 58,824 | .. 65,679 65,679 71,507 2.49
Rhode Island ... 5917 ... 6,607 6,607 7,193 0.25
South Carolina .. 54,020 | ... 60,315 60,315 65,667 2.29
South Dakota 5419 | ... 6,050 6,050 6,587 0.23
Tennessee ... 58,605 | .. 65,434 65,434 71,240 2.49
Texas ........ 320,010 | ... 357,301 357,301 389,005 13.57
Utah ...... 12,747 ... 14,232 14,232 15,495 0.54
Vermont 3498 | L. 3,906 3,906 4,252 0.15
Virginia ...... 44400 | ... 49,574 49,574 53,973 1.88
Washington ... 35639 | 0 ... 39,792 39,792 43,323 1.51
West Virginia . 18,054 | ... 20,158 20,158 21,946 0.77
Wisconsin ..... 25095 | ... 28,019 28,019 30,506 1.06
Wyoming ........... 2531 | L. 2,826 2,826 3,077 0.11
AMECAN SAMOA et ees et eese s eresenee e | e | | e | e | e |
GUAM e 1,780 | ... 1,987 1,987 2,164 0.08
Northern Mariana ISIands ..o | e | e | e | | e |
Puerto Rico 31,325 | ... 34,975 34,975 38,079 1.33
Freely Associated SAtes ..o | e | | e | | |
Virgin Islands ............ 975 | .. 1,089 1,089 1,185 0.04
13T =TT 11 0= o O O OO o oo
Undistributed ............ 34,788 | .| | e e
DOD/USAF/USMOC/USN ....oovvririririssiesiessesssssessesesssssssssessssssssssssssssssessessessssssssessesses 6] 18 18 19 *
TOMAI 1ottt 2,393,028 | ... 2,633,048 2,633,048 2,866,683 1100.00

*$500 or less or 0.005 percent or less.
1 Excludes undistributed obligations.
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Department of Agriculture, Food and Nutrition Service

Table 8-9. NATIONAL SCHOOL LUNCH PROGRAM (10.555)

(obligations in thousands of dollars)

12-3539-0-1-605

Estimated FY 2009 obligations from:

. FY 2010
State or Territory Previous FY 2010 Percentage of
FY 2008 Actual |  authority New authority Total (estimated) |distributed total
Alabama 157,397 4,869 168,415 173,284 187,602 1.91
Alaska 24,249 750 25,947 26,697 28,902 0.29
Arizona 188,331 5,826 201,514 207,340 224,472 2.29
Arkansas ... 100,499 3,109 107,534 110,643 119,785 1.22
California .. 1,110,177 34,344 1,187,889 1,222,233 1,323,220 13.47
Colorado ....... 88,360 2,733 94,546 97,279 105,316 1.07
Connecticut ... 65,898 2,039 70,510 72,549 78,544 0.80
Delaware .............. 19,460 602 20,822 21,424 23,194 0.24
District of Columbia .. 15,045 465 16,099 16,564 17,932 0.18
Florida .......ccccvvne. 465,736 14,408 498,338 512,746 555,111 5.65
Georgia . 351,313 10,868 375,905 386,773 418,730 4.26
Hawaii ... 29,415 910 31,474 32,384 35,060 0.36
|daho 37,680 1,166 40,317 41,483 44,911 0.46
Illinois 311,769 9,645 333,592 343,237 371,598 3.78
Indiana .. 168,598 5,216 180,399 185,615 200,952 2.05
lowa ...... 69,837 2,160 74,726 76,886 83,239 0.85
Kansas .. 71,162 2,201 76,144 78,345 84,818 0.86
Kentucky ... 137,594 4,257 147,225 151,482 163,998 1.67
Louisiana .. 154,480 4779 165,293 170,072 184,125 1.87
Maing ........ 25,088 776 26,844 27,620 29,902 0.30
Maryland ....... 101,421 3,137 108,521 111,658 120,884 1.23
Massachusetts .. 116,329 3,599 124,472 128,071 138,653 1.4
Michigan ....... 210,897 6,524 225,660 232,184 251,368 2.56
Minnesota . 107,414 3,323 114,933 118,256 128,027 1.30
Mississippi 130,222 4,028 139,338 143,366 155,212 1.58
Missouri .... 145,513 4,501 155,699 160,200 173,437 1.77
Montana .... 19,290 597 20,640 21,237 22,992 0.23
Nebraska .. 46,122 1,427 49,350 50,777 54,973 0.56
Nevada ......... 57,534 1,780 61,561 63,341 68,575 0.70
New Hampshire 17,099 529 18,296 18,825 20,380 0.21
New Jersey ....... 161,703 5,002 173,022 178,024 192,734 1.96
New Mexico .. 69,789 2,159 74,674 76,833 83,182 0.85
New York ....... 509,874 15,773 545,565 561,338 607,719 6.19
North Carolina .. 264,467 8,181 282,980 291,161 315,218 3.21
North Dakota 13,361 413 14,297 14,710 15,925 0.16
Ohio ...... 244,628 7,568 261,751 269,319 291,572 2.97
Oklahoma . 117,028 3,620 125,220 128,840 139,486 1.42
Oregon ...... 79,125 2,448 84,663 87,111 94,309 0.96
Pennsylvania 247,912 7,669 265,266 272,935 295,486 3.01
Rhode Island ... 23,175 717 24,797 25,514 27,622 0.28
South Carolina .. 143,838 4,450 153,906 158,356 171,441 1.75
South Dakota 20,837 645 22,295 22,940 24,836 0.25
Tennessee ... 182,110 5,634 194,857 200,491 217,057 2.21
Texas ........ 943,657 29,192 1,009,714 1,038,906 1,124,744 11.45
Utah ...... 64,062 1,982 68,546 70,528 76,356 0.78
Vermont 10,518 325 11,255 11,580 12,536 0.13
Virginia ...... 153,524 4,749 164,271 169,020 182,985 1.86
Washington ... 131,501 4,068 140,706 144,774 156,736 1.60
West Virginia . 49,755 1,539 53,238 54,777 59,303 0.60
Wisconsin ..... 112,152 3,469 120,003 123,472 133,674 1.36
Wyoming ........... 10,293 318 11,014 11,332 12,268 0.12
AMEFICAN SAMOA vvovvoveeeeeeeeeeeeeeeeeeeeseseeesesesesseesse e | e | e | e | | |
Guam 5,502 170 5,887 6,057 6,558 0.07
Northern Mariana ISIANAS ........v.ceveceeeeeeeeeeeeceseceeeeeeeieeereeeeseeeeeseeseeenieeneee | e | e | e | | |
Puerto RiCO ....ccocvvvvveiinne 124,360 3,847 133,065 136,912 148,225 1.51
Freely ASSOCIAtEd StAtES ...........ovvvveeeriesevecesesssesssessssssisssssssssssssssissnssnnnns | e | e | | e ||
Virgin Islands ............ 4,688 145 5,016 5,161 5,588 0.06
13T =TT 0= - [ O OO PP O PN
Undistributed ............ 125042 | o |l e
DoD/USAF/USMC/USN ... 8,285 256 8,865 9,121 9,875 0.10
TOMAI 1ottt 8,365,115 254,907 8,816,876 9,071,783 9,821,347 1100.00

T Excludes undistributed obligations.
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Table 8-10. SPECIAL SUPPLEMENTAL NUTRITION PROGRAM FOR WOMEN, INFANTS, AND CHILDREN (WIC) (10.557)

(obligations in thousands of dollars)

Estimated FY 2009 obligations from:
) FY 2010

State or Terrtory Previous FY 2010 Percentage of

FY 2008 Actual |  authority New authority Total (estimated) |distributed total

Alabama 112,737 237 124,550 124,787 137,910 1.77
Alaska 24,133 51 26,661 26,712 29,522 0.38
Arizona 120,977 254 133,653 133,907 147,990 1.90
Arkansas 69,895 147 77,219 77,366 85,502 1.10
California 1,040,884 2,183 1,149,954 1,152,137 1,273,300 16.34
Colorado ....... 67,242 141 74,288 74,429 82,256 1.06
Connecticut ... 45,327 95 50,077 50,172 55,448 0.71
Delaware .............. 15,586 33 17,219 17,252 19,066 0.24
District of Columbia .. 13,374 28 14,775 14,803 16,360 0.21
Florida ........c...... 348,243 731 384,734 385,465 426,001 5.47
Georgia . 230,255 483 254,382 254,865 281,668 3.61
Hawaii ... 34,547 73 38,166 38,239 42,261 0.54
Idaho ..... 27,821 58 30,737 30,795 34,033 0.44
llinois ... 214,219 450 236,666 237,116 262,051 3.36
Indiana .. 105,726 222 116,804 117,026 129,333 1.66
lowa ...... 51,499 108 56,895 57,003 62,998 0.81
Kansas 47,054 99 51,984 52,083 57,561 0.74
Kentucky ... 103,388 217 114,221 114,438 126,473 1.62
Louisiana .. 112,414 236 124,193 124,429 137,515 1.76
Maine ........ 18,583 39 20,530 20,569 22,732 0.29
Maryland ... 92,218 194 101,880 102,074 112,809 1.45
Massachusetts .. 88,203 185 97,445 97,630 107,898 1.38
Michigan ....... 175,690 369 194,099 194,468 214919 2.76
Minnesota . 99,245 208 109,645 109,853 121,405 1.56
Mississippi 86,937 182 96,047 96,229 106,349 1.36
Missouri ... 95,227 200 105,205 105,405 116,490 1.50
Montana .... 15,261 32 16,860 16,892 18,669 0.24
Nebraska .. 29,824 63 32,949 33,012 36,483 0.47
Nevada ......... 37,924 80 41,897 41,977 46,392 0.60
New Hampshire 13,621 29 15,048 15,077 16,662 0.21
New Jersey ...... 117,868 247 130,219 130,466 144,186 1.85
New Mexico .. 44,373 93 49,023 49,116 54,281 0.70
New York ....... 401,170 842 443,207 444,049 490,746 6.30
North Carolina .. 183,149 384 202,340 202,724 224,044 2.88
North Dakota 10,582 22 11,691 11,713 12,945 0.17
Ohi0 ...vvernne 198,101 416 218,858 219,274 242,335 3.1
Oklahoma . 67,890 142 75,004 75,146 83,049 1.07
Oregon ...... 71,959 151 79,499 79,650 88,027 1.13
Pennsylvania 171,411 360 189,372 189,732 209,685 2.69
Rhode Island .... 19,621 41 21,677 21,718 24,002 0.31
South Carolina .. 91,885 193 101,513 101,706 112,402 1.44
South Dakota 14,371 30 15,877 15,907 17,580 0.23
Tennessee ... 127,945 269 141,351 141,620 156,514 2.01
Texas ........ 588,662 1,235 650,345 651,580 720,102 9.24
Utah ...... 41,290 87 45,616 45,703 50,510 0.65
Vermont 13,646 29 15,076 15,105 16,693 0.21
Virginia ...... 100,291 210 110,800 111,010 122,685 1.57
Washington ... 132,670 278 146,572 146,850 162,294 2.08
West Virginia . 37,428 79 41,349 41,428 45,785 0.59
Wisconsin ..... 80,598 169 89,043 89,212 98,595 1.27
Wyoming ........... 8,298 17 9,168 9,185 10,151 0.13
American Samoa .. 7,245 15 8,004 8,019 8,863 0.11
GUAM oo 8,281 17 9,149 9,166 10,130 0.13
Northern Mariana Islands 4,304 9 4,755 4,764 5,265 0.07
Puerto Rico 221,061 464 244224 244,688 270,421 3.47
Freely Associated States .. O oot
Virgin Islands ............ 6,940 15 7,667 7,682 8,490 0.11
Indian Tribes ..... 60,581 127 66,929 67,056 74,108 0.95
Undistributed 1,118 2 221,235 221,237 1,368 | ..
TOHAI ettt 6,370,792 13,370 7,258,346 7,271,716 7,793,312 1100.00

" Excludes undistributed obligations.
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Table 8-11. CHILD AND ADULT CARE FOOD PROGRAM (10.558)
(obligations in thousands of dollars)
Estimated FY 2009 obligations from: Fy 2010

State or Territory Previous FY2010 | Percentage of

FY 2008 Actual |  authority New authority Total (estimated) |distributed total

Alabama ... 36,306 | ... 39,427 39,427 42,135 1.57
Alaska ....... 7517 | L 8,163 8,163 8,724 0.32
Arizona ..... 4752 | L 48,599 48,599 51,937 1.93
Arkansas ... 32,856 | ... 35,680 35,680 38,131 1.42
California .. 258,057 | ... 280,242 280,242 299,491 11.15
Colorado 20,336 | ... 22,084 22,084 23,601 0.88
Connecticut 12205 | ... 13,254 13,254 14,165 0.53
Delaware .............. 11,181 | .. 12,142 12,142 12,976 0.48
District of Columbia .. 3718 | L. 4,038 4,038 4,315 0.16
Florida ......ccccevvune. 130453 | ... 141,667 141,667 151,398 5.64
Georgia . 91,238 | ... 99,081 99,081 105,887 3.94
Hawaii .. 5354 | .. 5814 5814 6,214 0.23
Idaho ..... 6,103 | .. 6,628 6,628 7,083 0.26
Illinois ... 106,203 | .. 115,333 115,333 123,255 459
Indiana .. 37802 | ... 41,052 41,052 43,871 1.63
lowa ...... 23779 | 25,823 25,823 27,597 1.03
Kansas 31,447 | . 34,150 34,150 36,496 1.36
Kentucky 27561 | .. 29,930 29,930 31,986 119
Louisiana .. 60,362 | ... 65,551 65,551 70,053 2.61
Maine ........ 9710 | ... 10,545 10,545 11,269 0.42
Maryland ....... 35253 | ... 38,283 38,283 40,913 1.52
Massachusetts .. 48188 | ... 52,330 52,330 55,925 2.08
Michigan ... 56,897 | ... 61,788 61,788 66,032 2.46
Minnesota . 57913 | ... 62,891 62,891 67,211 2.50
Mississippi 30373 | ... 32,984 32,984 35,250 1.31
Missouri .... 42,489 | ... 46,141 46,141 49,311 1.84
Montana .... 9304 | ... 10,104 10,104 10,798 0.40
Nebraska 25741 | L. 27,954 27,954 29,874 1.11
Nevada 38% | ... 4,231 4,231 4,522 0.17
New Hampshire 3425 | L. 3,719 3,719 3,975 0.15
New Jersey ....... 57687 | ... 62,646 62,646 66,949 2.49
New Mexico .. 3391 | L. 36,815 36,815 39,344 1.46
New York ....... 167943 | .. 182,380 182,380 194,907 7.26
North Carolina .. 76,052 | ... 82,590 82,590 88,263 3.29
North Dakota 9873 | ... 10,722 10,722 11,458 043
Ohio ....oveeee. 74008 | ... 80,468 80,468 85,995 3.20
Oklahoma . 52119 | ... 56,599 56,599 60,487 2.25
Oregon .......... 25470 | ... 27,659 27,659 29,559 1.10
Pennsylvania ... 70502 | .. 76,563 76,563 81,822 3.05
Rhode Island 6842 | ... 7,430 7,430 7,941 0.30
South Carolina .. 24282 | ... 26,369 26,369 28,181 1.05
South Dakota 7514 L. 8,160 8,160 8,720 0.32
Tennessee ... 437% | ... 47,561 47,561 50,828 1.89
Texas ........ 216611 | ... 235,232 235,232 251,389 9.36
Utah ...... 18,827 | ... 20,445 20,445 21,850 0.81
Vermont 4088 | .. 4,439 4,439 4,744 0.18
Virginia ...... 31484 | L 34,190 34,190 36,539 1.36
Washington 40,853 | ... 44,365 44,365 47,412 1.76
West Virginia . 14006 | ... 15,210 15,210 16,255 0.61
Wisconsin ..... 38372 | . 41,671 41,671 44,533 1.66
Wyoming ........... 4706 | ... 5,111 5,111 5,462 0.20
AMEIICAN SAMOA ...t essssssessesssssssssssessssssssssssnsssssnssnsssnssnsnenss | e | | | e | e |
GUAM oo 290 | .. 315 315 337 0.01
Northern Mariana ISIANAS ......c.oveeveveeeeeeeeeeeeeeeeeeceeeecereieseeeeseieieieseeseisieenseeneees | e | e | | e | |
Puerto RiCO .....cccevveeverinne 24431 | L. 26,531 26,531 28,354 1.06
Freely ASSOCIAtEd STALES .......c..evvvrerreecreeesessseessssessssssssssssessssssssssssssssssssennes | e | | | e | |
Virgin Islands ............ 692 | ... 751 751 803 0.03
INAIAN TADES ettt ettt ettt sttt | e | | | | e |
Undistributed 69663 | .| e e
TOTAL et 2,245195 | .. 2,513,852 2,513,852 2,686,523 1100.00

1 Excludes undistributed obligations.
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Table 8-12.  STATE ADMINISTRATIVE MATCHING GRANTS FORTHE SUPPLEMENTAL NUTRITION ASSISTANCE PROGRAM (FOOD STAMPS) (10.561)

(obligations in thousands of dollars)

Estimated FY 2009 obligations from:

. FY 2010
State or Territory Previous FY2010 | Percentage of
FY 2008 Actual |  authority New authority Total (estimated)  |distributed total
Alabama ... 33251 | L. 34,708 34,708 35,786 1.20
Alaska ....... 10,715 | .. 10,597 10,597 10,938 0.37
Arizona ..... 42,740 | L 44,708 44,708 46,096 1.54
Arkansas ... 25852 | ... 26,419 26,419 27,252 0.91
California .. 448917 | ... 445,060 445,060 459,383 15.38
Colorado 34108 | ... 34,212 34,212 35,304 1.18
Connecticut 27227 | . 27,597 27,597 28,472 0.95
Delaware .............. 9461 | .. 9,531 9,531 9,835 0.33
District of Columbia .. 14401 | ... 14,457 14,457 14,918 0.50
Florida ......cccoevenve. 83684 | .. 91,088 91,088 93,844 3.14
Georgia . 68,459 | ... 71,385 71,385 73,605 2.46
Hawaii ... 13270 | ... 13,386 13,386 13,811 0.46
|daho ..... 10918 | .. 11,093 11,093 11,444 0.38
llingis ... 107214 | ... 109,748 109,748 113,205 3.79
Indiana .. 39,528 | ... 41,287 41,287 42,570 1.43
lowa ...... 20112 L 21,751 21,751 22,433 0.75
16,989 | ... 17,285 17,285 17,832 0.60
Kentucky 37837 | ... 39,456 39,456 40,684 1.36
Louisiana .. 66,561 | ... 67,055 67,055 69,191 2.32
Maine ........ 11541 ... 12,078 12,078 12,453 0.42
Maryland ....... 38587 | ... 39,395 39,395 40,638 1.36
Massachusetts .. 44864 | ... 46,727 46,727 48,182 1.61
Michigan ... 114,001 [ ... 116,467 116,467 120,140 4.02
Minnesota . 51,694 | ... 51,393 51,393 53,044 1.78
Mississippi 2759 [ ... 28,578 28,578 29,471 0.99
Missouri ... 45705 | ... 47,454 47,454 48,934 1.64
Montana .... 8,098 | .. 8,167 8,167 8,427 0.28
Nebraska .. 13,663 | ... 13,662 13,662 14,099 0.47
Nevada ......... 13764 | ... 14,183 14,183 14,628 0.49
New Hampshire 6,384 | ... 6,527 6,527 6,733 0.23
New Jersey ...... 92424 | ... 91,642 91,642 94,592 3.17
New Mexico .. 26436 | 0 ... 26,683 26,683 27,532 0.92
New York 326,196 | .. 327,687 327,687 338,141 11.32
North Carolina 74889 | ... 77,060 77,060 79,479 2.66
North Dakota 7154 | L 7,125 7,125 7,354 0.25
Ohio ....ooveee. 113491 [ ... 115,305 115,305 118,955 3.98
Oklahoma . 38,006 | .. 38,414 38,414 39,634 1.33
Oregon .......... 48698 | ... 49,908 49,908 51,479 1.72
Pennsylvania 147521 | .. 148,352 148,352 153,080 5.13
Rhode Island ... 7545 L. 7,770 7,770 8,014 0.27
South Carolina .. 17,798 | ... 20,075 20,075 20,668 0.69
South Dakota g7 | .. 8,113 8,113 8,372 0.28
Tennessee .... 48425 | L. 51,308 51,308 52,888 1.77
Texas 166,916 | .. 175,310 175,310 180,739 6.05
Utah 23267 | ... 23,193 23,193 23,937 0.80
Vermont 8431 | ... 8,460 8,460 8,730 0.29
Virginia ...... 84,068 | .. 83,941 83,941 86,630 2.90
Washington ... 51,8300 | ... 53,136 53,136 54,799 1.84
West Virginia . 15966 | . 16,668 16,668 17,186 0.58
Wisconsin ..... 3795 | ... 39,039 39,039 40,265 1.35
Wyoming ........... 4216 | ... 4,167 4,167 4,302 0.14
AMEIICAN SAMOA ....eveveeeeee et sssssssisssssninsnenens | e | e | | | |
GUAM v 1899 | ... 1,924 1,924 1,984 0.07
Northern Mariana ISIands ..........cccccocvveviicieieiceece s | e | e | e | | e |
PUBIHO RICO vttt | e | | e | | |
Freely AsSOCIated SAtES .........ccovvverirereninenecssnsnesesnsseeneen | e | e | e | | |
Virgin Islands ............ 3839 | ... 3,766 3,766 3,888 0.13
010 TP o= [ O OO O oo
Undistributed 223088 | .| Ll L
2,619,701 | ... 2,894,500 2,894,500 2,986,000 1100.00

1 Excludes undistributed obligations.
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Table 8-13. TITLE | GRANTS TO LOCATIONAL AGENCIES (84.010)

(obligations in thousands of dollars)

Estimated FY 2009 obligations from: FY 2010
State or Territory Previous FY2010 | Percentage of
FY 2008 Actual |  authority New authority Total (estimated) |distributed total
Alabama ... 215192 | ... 401,581 401,581 215,426 1.66
Alaska ....... 38846 | ... 67,768 67,768 34,085 0.26
Arizona ..... 274777 | . 485,405 485,405 260,544 2.01
Arkansas ... 144268 | ... 275,329 275,329 148,454 1.14
California .. 1,698,808 | ... 2,761,201 2,761,201 1,457,618 11.23
Colorado 135392 | ... 271,300 271,300 142,308 1.10
Connecticut 115562 | ... 184,007 184,007 99,142 0.76
Delaware .............. 38,380 | ... 73,523 73,523 36,442 0.28
District of Columbia .. 47295 | ... 86,607 86,607 44,785 0.34
Florida .........cc....... 656,255 | ... 1,165,435 1,165,435 604,252 465
Georgia . 446271 | ... 847,717 847,717 447,974 3.45
Hawaii ... 44337 | .. 76,524 76,524 38,746 0.30
|daho ..... 46,663 | .. 85,165 85,165 44,381 0.34
[llingis ... 593980 | ... 1,055,489 1,055,489 561,056 432
Indiana .. 247109 | ... 430,003 430,003 230,529 1.78
M7 129,950 129,950 68,742 0.53
95359 | ... 175,231 175,231 92,851 0.72
Kentucky 208,551 | ... 381,286 381,286 204,204 1.57
Louisiana .. 294843 | ... 487177 487177 278,096 214
Maine ........ 51525 | .. 90,510 90,510 47,384 0.36
Maryland ....... 192,239 [ ... 327,324 327,324 170,076 1.31
Massachusetts .. 233,354 | ... 408,316 408,316 217,097 1.67
Michigan ... 527255 | . 946,855 946,855 501,442 3.86
Minnesota . 126936 | .. 235,648 235,648 123,700 0.95
Mississippi 187,346 | ... 331,574 331,574 179,893 1.39
Missouri .... 225205 | ... 382,636 382,636 207,406 1.60
Montana .... 43555 | ... 80,400 80,400 41,302 0.32
Nebraska 60,246 | ... 115,636 115,636 60,075 0.46
Nevada 80,755 | ... 162,968 162,968 83,050 0.64
New Hampshire 38198 | ... 70,812 70,812 35,154 0.27
New Jersey ...... 286,765 | . 469,835 469,835 252,000 1.94
New Mexico .. 113,156 | ... 198,928 198,928 106,927 0.82
New York ....... 1,226,786 | .. 2,151,450 2,151,450 1,133,339 8.73
North Carolina .. 358,570 | .. 629,235 629,235 334,043 2.57
North Dakota 3742 L 63,034 63,034 31,737 0.24
Ohio ...covvvere 511,797 | ... 921,056 921,056 490,833 3.78
Oklahoma . 148,406 | ... 271,710 271,710 145,923 1.12
Oregon .......... 139,987 | ... 232,875 232,875 123,494 0.95
Pennsylvania 565518 | .. 979,518 979,518 519,729 4.00
Rhode Island 52978 | ... 88,145 88,145 46,752 0.36
South Carolina .. 205597 | ... 353,421 353,421 188,737 1.45
South Dakota 41539 | ... 78,397 78,397 39,681 0.31
Tennessee .... 239,072 | ... 470,397 470,397 250,289 1.93
Texas ... 1,299,356 | ... 2,317,240 2,317,240 1,232,115 9.49
Utah ...... 60,019 | .. 118,665 118,665 60,737 0.47
Vermont 32862 | ... 59,359 59,359 29,984 0.23
Virginia ...... 226,096 | .. 413,645 413,645 219,873 1.69
Washington 191,853 | ... 334,778 334,778 176,300 1.36
West Virginia . 99,607 | .. 154,850 154,850 83,789 0.65
Wisconsin ..... 199,030 | .. 362,781 362,781 190,573 1.47
Wyoming ........... 31516 | ... 60,020 60,020 30,073 0.23
American Samoa .. 9525 | ... 16,864 16,864 8,816 0.07
GUAM e 11478 | ... 20,795 20,795 10,299 0.08
Northern Mariana Islands . 3460 | ... 6,126 6,126 3,202 0.02
Puerto RiCO .....ccoeeverreninn 510525 | .. 920,798 920,798 495,377 3.82
Freely ASSOCIAtEd STALES ........c..evvveeeveererienessesssessseesssssesssssnsssssssssnsisssssnnnes | e | e | | e ||
Virgin Islands ............ 12,799 | ... 22,660 22,660 11,846 0.09
Indian Tribes ..... 9,688 | .. 173,440 173,440 90,722 0.70
Undistributed 8930 | .. 9,000 9,000 9000 | .
TOMAL 1ot 13,898,875 | ... 24,492,401 24,492,401 12,992,401 1100.00

1 Excludes undistributed obligations.
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Table 8-14. IMPROVING TEACHER QUALITY STATE GRANTS (84.367)
(obligations in thousands of dollars)
Estimated FY 2009 obligations from: FY 2010
State or Territory Previous FY2010 | Percentage of
FY 2008 Actual |  authority New authority Total (estimated) |distributed total
Alabama ... 47,018 | ... 47,445 47,445 47,663 1.63
Alaska ....... 13987 | ... 13,986 13,986 14,049 0.48
Arizona ..... 48635 | ... 49,231 49,231 49,508 1.69
Arkansas ... 28693 | ... 29,160 29,160 29,299 1.00
California .. 332,855 | ... 327,274 327,274 328,739 11.21
Colorado 32975 | ... 33,871 33,871 34,039 1.16
Connecticut 26680 | ... 26,587 26,587 26,686 0.91
Delaware ............. 13987 | ... 13,986 13,986 14,049 0.48
District of Columbia .. 13987 | ... 13,986 13,986 14,049 0.48
Florida .......cccovuue. 133,957 | ... 132,654 132,654 133,267 454
Georgia . 79,402 | ... 80,698 80,698 81,119 2.77
Hawaii ... 13987 | ... 13,986 13,986 14,049 0.48
|daho ..... 13987 | ... 13,986 13,986 14,049 0.48
[llingis ... 117,680 | .. 118,637 118,637 119,125 4.06
Indiana .. 50,369 | .. 50,655 50,655 50,892 1.74
22318 ... 22,468 22,468 22,560 0.77
22,706 | ... 22,859 22,859 22,952 0.78
Kentucky 45108 | ... 45,504 45,504 45,692 1.56
Louisiana .. 65226 | ... 63,944 63,944 64,174 219
Maine ........ 13,987 | ... 13,986 13,986 14,049 0.48
Maryland ....... 41357 | ... 41,195 41,195 41,354 1.41
Massachusetts .. 51,794 | ... 51,863 51,863 52,058 1.77
Michigan ... 112410 | ... 112,630 112,630 113,045 3.85
Minnesota . 38483 | ... 38,915 38,915 39,067 1.33
Mississippi 42782 | ... 42,815 42,815 42,986 1.47
Missouri .... 50978 | ... 50,725 50,725 50,947 1.74
Montana .... 13987 | ... 13,986 13,986 14,049 0.48
Nebraska 14264 | ... 14,263 14,263 14,326 0.49
Nevada 15524 | .. 15,809 15,809 15,901 0.54
New Hampshire 13987 | ... 13,986 13,986 14,049 0.48
New Jersey ....... 65311 | ... 64,978 64,978 65,232 222
New Mexico .. 23044 | .. 22,956 22,956 23,053 0.79
New York ....... 227484 | L. 227,464 227,464 228,224 7.78
North Carolina .. 68,094 | ... 67,862 67,862 68,228 2.33
North Dakota 13987 | ... 13,986 13,986 14,049 0.48
Ohi0 ..o 107,784 | ... 108,359 108,359 108,802 3.71
Oklahoma . 33970 | ... 34,232 34,232 34,390 1.17
Oregon .......... 28900 | ... 28,644 28,644 28,774 0.98
Pennsylvania 115223 | ... 115,070 115,070 115,490 3.94
Rhode Island 13987 | ... 13,986 13,986 14,049 0.48
South Carolina .. 37979 | ... 37,791 37,791 37,977 1.29
South Dakota 13987 | ... 13,986 13,986 14,049 0.48
Tennessee .... 51,217 | ... 52,219 52,219 52,484 1.79
Texas ... 247416 | ... 247,764 247,764 248,974 8.49
Utah ...... 19,075 | ... 19,403 19,403 19,496 0.66
Vermont 13987 | ... 13,986 13,986 14,049 0.48
Virginia ...... 52503 | .. 52,711 52,711 52,948 1.81
Washington ... 48,000 | ... 48,045 48,045 48,258 1.65
West Virginia . 23,713 | ... 23,382 23,382 23,454 0.80
Wisconsin ..... 4372 | ... 46,890 46,890 47,072 1.60
Wyoming ........... 13987 | ... 13,986 13,986 14,049 0.48
American Samoa .. 3481 | L. 3,498 3,498 3,498 0.12
GUAM oo 513 | ... 5,155 5,155 5,155 0.18
Northern Mariana Islands . 1639 | ... 1,646 1,646 1,646 0.06
Puerto RiCO .....ccoevveereerinnn 92534 | ... 92,389 92,389 92,793 3.16
Freely ASSOCIAtEd STALES ...........covvvveerveeeeriensssesssesssessssssissessssssessssnsissssisnnnes | e | e | | e ||
Virgin Islands ............ 4348 | ... 4,365 4,365 4,365 0.15
Indian Tribes ..... 14603 | ... 14,665 14,665 14,665 0.50
Undistributed 14676 | ... 27,239 27,239 14739 | ...
TOMAL 1ottt 2935248 | .. 2,947,749 2,947,749 2,947,749 1100