BUILDING ON OUR ECONOMIC
AND FISCAL PROGRESS

A Record of Job Growth and
Economic Expansion

When the President took office in January
2009, he faced an economy shrinking at its fastest
rate in over 50 years. Nearly 800,000 Americans
lost their jobs in that month alone. The President
and the entire Administration acted quickly to
jumpstart the economy and create jobs through
the Recovery Act; rescue the auto industry from
near collapse; fight for passage of the Affordable
Care Act (ACA) to provide quality, affordable in-
surance coverage to millions of Americans and
help slow the growth of health care costs; and
secure the Dodd-Frank Wall Street Reform and
Consumer Protection Act to help prevent future
financial crises.

Under the President’s leadership, the U.S.
economy has become an engine of job growth and

economic expansion, outpacing other advanced
economies in recovery from the Great Recession.
In 2015, the U.S. economy achieved a number of
significant milestones. American businesses ex-
tended their record streak of consecutive months
of job growth, adding more than 14 million new
jobs over the past 70 months. The two-year peri-
od ending December 2015 marked the strongest
two years of job creation since 2000. Significantly,
all of the net employment gains since early 2010
have been in full-time positions.

Since October 2009, the unemployment rate
has been cut in half, declining 0.6 percentage
points in 2015 and falling below its pre-reces-
sion average. Unemployment has fallen five
percentage points since its peak in early 2010,
much faster than forecasted. Long-term unem-
ployment has fallen by 70 percent from its peak,

More than 14 Million Jobs Added Over the Past 70 Months
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declining at a faster rate than overall unemploy-
ment and reaching its lowest rate since 2008.
While there is more work to do to boost wages as
the economy continues to grow, there are encour-
aging signs that earnings are on the rise.

The manufacturing sector has made major
gains over the course of the economic recovery.
Since February 2010, the economy has added
878,000 new manufacturing jobs—the first sus-
tained job growth in the sector since the 1990s.

The economy is not only recovering, it is
evolving. The President has made the largest
investments in clean energy in American history,
and America is less reliant on foreign oil than at
any point in the previous four decades. Wind pro-
duction now provides clean electricity to power
17 million homes and supports tens of thousands
of jobs across the Nation. Solar electricity gen-
eration has increased thirty-fold since 2008, and
the solar industry is creating jobs 12 times faster
than the rest of the economy.

American families are benefiting from a grow-
ing economy. Rising home prices have restored
more than $6 trillion in home equity, while the

number of seriously delinquent mortgages has
reached an eight-year low. Under the Affordable
Care Act (ACA), health care prices have risen at
the slowest pace in 50 years, while the rate of
uninsured Americans has dropped to the lowest
level on record. In addition, the strong job mar-
ket and safety net enhancements have made a
dent in poverty. While child poverty remains too
high, Census data show the past two years have
seen the fastest decline in child poverty since
2000.

The United States right now has the strongest,
most durable economy in the world. The deter-
mination and resilience of the American people,
coupled with the President’s decisive actions
during the financial crisis, brought the economy
back from the brink.

Reflecting on Our Fiscal Progress

Even as the Administration made -critical
investments to jumpstart the economy, it also
succeeded in putting the Nation on a sound
fiscal path. Since 2009, under the President’s
leadership, Federal deficits have fallen by nearly
three-quarters—the most rapid sustained deficit

Unemployment Rate has Fallen Faster than Forecasted
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reduction since just after World War II. The
annual deficit in 2015 fell to 2.5 percent of the
Gross Domestic Product (GDP), the lowest level
since 2007, and well below the average of the
last 40 years. Over the past six years, actual and
projected deficits have fallen due to three main
factors.

First, economic growth has helped accelerate
the pace of deficit reduction. Growth in recent
years has increased revenues and reduced spend-
ing on “automatic stabilizer” programs, such as
unemployment insurance, that automatically
increase during economic downturns.

Second, since 2010, the President has worked
on a bipartisan basis to put in place deficit re-
duction measures totaling $3.8 trillion from
2017 through 2026, not counting the hundreds of
billions of dollars in additional savings achieved
by winding down wars in Iraq and Afghanistan.
These measures include restoring Clinton-era
tax rates on the highest-income Americans.
These restored rates in combination with oth-
er tax policies enacted under the President’s
leadership, have led to the top 0.1 percent of
families contributing more than $500,000 in ad-
ditional taxes each year on average, according to
a Department of the Treasury analysis. At the

same time, tax cuts have increased the after-tax
incomes of working families of modest means.
Discretionary spending restraint has also played
a role in deficit reduction, but sequestration
cuts have contributed only a minority of the
discretionary savings achieved since 2010, while
shortchanging investment and cutting critical
services.

Finally, deficits have fallen due to exception-
ally slow health care cost growth. When the
President took office, he immediately identified
health care costs as one of the major drivers of
the Nation’s long-term fiscal challenges. In his
Address to a Joint Session of the Congress in
February 2009, he called for health reform as
“a step we must take if we hope to bring down
our deficit in the years to come.” In the months
that followed, the President fought to enact
comprehensive health care reform even as the
Administration took aggressive actions to bol-
ster the economy and help Americans get back to
work. Central to the ACA, which was signed into
law in 2010, were a series of reforms designed
to rein in health care cost growth by reducing
excessive payments to private insurers and
health care providers in Medicare, developing
and deploying new payment models that reward
high-quality efficient care, and implementing an

2009-2015 was the Fastest Period of Sustained Deficit
Reduction Since WWII
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excise tax on the most costly health plans in the
employer market. These reforms together create
strong incentives for efficient and effective cover-
age, and have moved us toward paying for value,
rather than volume, in health care services.

In the years since 2010, we have seen pro-
longed slow growth in per-beneficiary health
care spending in both private insurance and
public programs. In 2014, in both Medicare and
private health insurance, per-enrollee spending
grew by less than one-third the rate seen over
the preceding decade, adjusting for inflation.
While some of the slowdown can be attributed
to the Great Recession and its aftermath, there
is increasing evidence that much of it is the re-
sult of structural changes, including the reforms
enacted in the ACA.

The health care cost slowdown is already
yielding substantial fiscal dividends. Compared
with the 2011 Mid-Session Review, aggregate
projected Federal health care spending for 2020
has decreased by $185 billion based on current
budget estimates, savings above and beyond the
deficit reduction directly attributed to the ACA
when it was passed.

Helping, Not Hurting, the Economy:
The Bipartisan Budget Act of 2015

Sustained economic growth is a necessary
pillar of fiscal health. As the American people
work to continue our economic and fiscal prog-
ress, it is critical that the Federal Government
support, rather than impede, economic growth.
That means ending the harmful spending cuts
known as sequestration, which limit the abili-
ty to invest in the building blocks of long-term
economic growth, like research and develop-
ment (R&D), infrastructure, job training, and
education.

Early in the Administration, the President
and the Congress worked together to enact
measures to stabilize and restore growth to a
faltering economy and to rebuild it on a stronger
foundation for the long run. In addition to the
Recovery Act, the ACA, and the Dodd-Frank Wall

Street Reform and Consumer Protection Act, the
Congress took bipartisan action in 2010 on a
number of temporary measures to jumpstart the
recovery.

Unfortunately, policies adopted in subse-
quent years hurt, rather than helped, the
economy. Sequestration cuts that were never
intended to take effect were implemented in
March 2013, reducing GDP by 0.6 percentage
points and costing 750,000 jobs, according
to the Congressional Budget Office (CBO).
In 2011, and again in 2013, congressional
Republicans sought to use the Nation’s full
faith and credit as a bargaining chip, driving
down consumer confidence and driving up un-
certainty. The Federal Government shutdown
in October 2013 created further uncertainty
and reduced growth in the fourth quarter of
2013 by 0.3 percentage points.

Following the Government shutdown,
policymakers started to move away from manu-
factured crises and austerity budgeting, helping
to lay the groundwork for job market gains and
stronger growth. The President worked with the
Congress to secure a two-year budget agreement
(the Bipartisan Budget Act of 2013) that replaced
a portion of the harmful sequestration cuts and
allowed for higher investment levels in 2014 and
2015. The Council of Economic Advisers esti-
mated that the 2013 budget deal would create
about 350,000 jobs over the course of 2014 and
2015, so it likely made a significant contribution
to the improvement in the labor market over the
past two years.

With harmful sequestration cuts scheduled to
return in full in 2016, the President made clear
that he would not accept a budget that locks in
these short-sighted cuts and that the Congress
would again have to take action to address them.
The President’s 2016 Budget laid out a path to do
so: it replaced the sequestration cuts with smart
reforms in areas like health care that would im-
prove quality while controlling health care cost
growth. It also proposed critical investments
in economic growth and opportunity that could
only be made by lifting sequestration.
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In October 2015, the President worked with
congressional leaders from both parties to se-
cure another two-year budget agreement (the
Bipartisan Budget Act of 2015 or BBA) that
will create an estimated 340,000 jobs in 2016
alone, while supporting middle-class families,
investing in long-term growth, protecting Social
Security, and safeguarding national security. The
BBA provided roughly 75 percent more seques-
tration relief over two years than the budget
agreement reached in 2013, including nearly 90
percent of the discretionary sequestration relief
the President requested in 2016. The seques-
tration relief was fully paid for, and employed a
number of reforms the President put forward in
the Budget. The BBA also included critically im-
portant provisions to bolster the financing of the
Social Security Disability Insurance Program
(SSDI), ensuring that the program can continue
to provide workers with serious disabilities and
their families the full benefits they have earned.
Without congressional action, SSDI would have
run short of funds in December 2016, resulting
in large benefit cuts.

Some private forecasters have estimated that
the measures in this agreement will lead to the
first year with a net positive contribution from
Federal fiscal policy to GDP growth since 2010.
The agreement ended yet another period of
brinksmanship and uncertainty and put us on a
path to avoid more manufactured crises in the
months ahead.

Because of the sequestration relief secured
in the BBA, the President and congressional
leaders were able to come together to invest in
many of the key priorities from the President’s
2016 Budget that will help the economy and
middle-class families, including:

® Job Training. A $90 million landmark new
effort to expand apprenticeships, creat-
ing more opportunities for hard-working
Americans to acquire the skills they need to
succeed in good jobs that are available now.

® Research. A seven percent increase in
National Institutes of Health funding be-
tween 2015 and 2016 will go toward critical

research priorities like Alzheimer’s disease,
addressing antibiotic resistance, cancer, and
the Precision Medicine Initiative.

e Early Learning. A six percent increase in
Head Start funding, including a new, near-
ly $300 million investment, to increase the
number of Head Start programs that pro-
vide a full school day and a full school year,
which research shows promotes better out-
comes for children.

e Clean Energy. An eight percent increase in
funding between 2015 and 2016 for clean en-
ergy projects supported by the Department
of Energy’s Office of Energy Efficiency and
Renewable Energy in cooperation with in-
dustry, universities, and the national labs.

e Advanced Manufacturing. Resources for
new manufacturing innovation institutes
building toward the President’s goal of 15
institutes by the end of his term, repre-
senting over $225 million of additional and
continuing investments in 2016. Each of
these manufacturing institutes brings to-
gether leading companies, universities, and
non-profits to co-invest in the development
of game-changing manufacturing technol-
ogies that make the U.S. more competitive
for manufacturing jobs and investment.

The President and the Congress have now
come together twice to avoid harmful seques-
tration cuts, replacing the savings with a
smarter mix of revenues and spending reforms,
and investing equally in the economy and na-
tional security. These actions further highlight
that the President’s proposal to fully offset
the cost of ending sequestration is consistent
with his vision to make necessary investments
to support economic growth and opportuni-
ty, and to put the Nation on a more fiscally
sustainable path.

Providing sequestration relief and investing
in the economy through the BBA and subse-
quent year-end 2016 budget legislation (the
2016 Consolidated Appropriations Act or 2016
Omnibus) were only a part of the bipartisan
budget-related accomplishments in 2015. In
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April, the Congress passed legislation that
permanently reforms the Medicare physi-
cian payment system and extends the critical
Children’s Health Insurance Program, which
provides coverage to millions of American chil-
dren. Nearly every year, for the past 13 years,
physicians have faced the possibility of cuts
in their payments from Medicare unless the
Congress passed a so-called “doc fix.” The 2016
Budget called for putting a permanent end
to this annual crisis and reforming Medicare
physician payments to promote high-quality
efficient care. The enacted legislation achieved
these aims, providing certainty for physicians
and preserving patient access to care, while
also encouraging delivery system reforms
designed to improve quality and improve the
sustainability of the Medicare program over
the long term.

Also, as part of the 2016 Omnibus, the
Congress reached a bipartisan agreement on
expiring tax provisions that will extend criti-
cal tax relief to working families, incentivize
private-sector innovation through support
for R&D, and simplify and cut taxes for small
businesses while putting dozens of corporate
tax breaks on a real path to expiration. The
legislation signed into law by President Obama
permanently extends Recovery Act expansions
of the Child Tax Credit and Earned Income Tax
Credit that were scheduled to expire after 2017,
which will provide a tax cut of about $900 on av-
erage for millions of working families a year. If
the expansions had been allowed to expire, more
than 16 million people—including eight million
children—would have fallen into, or deeper into,
poverty in 2018. The agreement also makes per-
manent the President’s American Opportunity
Tax Credit, first enacted in the Recovery Act,
which helps families afford college with up to
$10,000 in tax credits for tuition, fees, and books
over four years. In addition, the agreement ex-
tends for five years wind and solar tax credits,
boosting investments in these energies, which
will significantly reduce carbon dioxide emis-
sions. However, the tax agreement did not offset
the cost of the business tax breaks it contained
and did not take necessary steps to reform the

business tax system. As the President has pro-
posed, the Congress should pass business tax
reform that closes loopholes, makes the tax
system fairer, and pays for these tax cuts.

Building on Our Success for
a Stronger Economy

The BBA provides a critical increase in dis-
cretionary funding for 2016 and 2017, including
nearly two-thirds of the sequestration relief for
2017 that the President called for in the 2016
Budget. The 2017 Budget builds on the achieve-
ments secured for 2016 and adheres to the
agreement’s discretionary funding levels. Still,
not fully replacing sequestration in 2017 has
consequences, including hindering the ability
to make needed investments that are critical to
building durable economic growth in the future
and maintaining America’s edge as the leader in
innovation and cutting-edge science.

For that reason, the Budget includes a series
of investments using mandatory funding that
will help maintain preeminence in science and
engineering, support jobs and economic growth,
expand opportunity, and ensure that we continue
to demonstrate economic leadership for decades
to come.

These critical investments include a range of
R&D efforts, from basic science research in the
physical, environmental, and agricultural sci-
ences, to launching a cancer “moonshot” through
investments in biomedical research, to support-
ing earth science, space science, aeronautics, and
exploration missions at the National Aeronautics
and Space Administration—all with the poten-
tial to fundamentally change what America is
capable of achieving.

The investments also support early learning,
which provides a strong foundation for children’s
future success in school and in life, including the
President’s Preschool for All initiative to ensure
four-year-olds across the Nation have access to
high-quality preschool programs. They also fund
a historic investment to ensure that all low- and
moderate-income families with young children
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have access to high-quality child care that sup-
ports children’s development and helps parents
work.

In addition, the investments fund comput-
er science opportunities for K-12 students,
strengthen community colleges, which expand
students’ opportunities to pursue the know-
ledge and skills they need for well-paying jobs,
and criminal justice reform, to break the cycle of
poverty and incarceration that traps too many
Americans and ultimately detracts from com-
munities, the workforce, and economic growth.
These investments also support expanded access
to treatment for opioid use disorders, with a goal
of ensuring that all who seek treatment can ac-
cess it by the end of 2018; and funding to help
more Americans receive needed mental health
care, especially for serious mental illnesses.

These investments also build on the success
in sharply reducing veteran homelessness and
set a path for ending homelessness among all
of America’s families; they enable partnerships
with State and local governments to help fam-
ilies get through a financial crisis and remain
self-sufficient and thrive. The investments fund
a robust effort to enhance national and economic
security through an intensive effort to strength-
en cybersecurity across the Federal Government.

The Budget also recognizes that without fur-
ther congressional action, sequestration will
return in full in 2018, threatening the economy.
That is why the Budget once again proposes
to end sequestration and replace the savings
by cutting inefficient spending and closing tax
loopholes. Reversing sequestration would allow
domestic and security investments needed to
help move the Nation forward. These include
investments to strengthen the economy and
drive growth and opportunity by improving the
education and skills of the U.S. workforce, ac-
celerating scientific discovery, and creating jobs
through pro-work, pro-family initiatives. Ending
sequestration is also necessary to address criti-
cal national security priorities and fund national
defense in a fiscally responsible manner. Ending
this destructive policy would enable the United

States to maintain military readiness, advance
badly-needed technological modernization, and
provide the support that our men and women in
uniform deserve.

Investing in Economic Growth While
Maintaining Fiscal Responsibility

The Budget shows that investments in growth
and opportunity are compatible with putting the
Nation’s finances on a strong and sustainable
path. The Budget ends sequestration and makes
critical investments while still addressing long-
term fiscal challenges. It keeps deficits below
three percent of GDP while stabilizing debt and
putting it on a declining path through 2025—key
measures of fiscal progress.

The Budget accomplishes these goals by more
than paying for all new investments, achieving
$2.9 trillion of deficit reduction over 10 years,
primarily from health, tax, and immigration re-
forms. The Budget includes roughly $375 billion
of health savings that grow over time, described
further in Chapter 3, Meeting Our Greatest
Challenges: Opportunity for All, and builds on
the ACA with further incentives to improve qual-
ity and control health care cost growth.

The Budget also includes smart tax reforms
that promote growth and opportunity, while
strengthening tax policies that help middle-class
families afford child care, higher education,
and a secure retirement, also described further
in Chapter 3. It achieves $955 billion in deficit
reduction from curbing inefficient tax breaks for
the wealthy and closing loopholes for high-in-
come households, helping to bring in sufficient
revenues to make vital investments while also
helping to meet promises made to seniors.
Changes in health and tax policies would help ex-
tend the life of the Medicare Hospital Insurance
Trust Fund by over 15 years.

The Budget reflects the President’s support
for commonsense, comprehensive immigration
reform along the lines of the 2013 bipartisan
Senate-passed bill. CBO has estimated that
comprehensive immigration reform along the
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lines of the Senate-passed bill would reduce the
deficit by about $170 billion over 10 years and by
almost $1 trillion over two decades. Immigration
reform is a pro-growth policy that helps to di-
rectly address key fiscal challenges by helping to
balance out an aging population, increase labor
force participation, and raise productivity. The
Social Security Actuary estimated that immi-
gration reform would reduce Social Security’s
75-year shortfall by eight percent.

The Budget also shows that responsible deficit
reduction can be achieved without cuts in critical
aid to poor Americans and without undermin-
ing commitments to seniors and workers. The

Budget puts us on sound fiscal footing even as
it modernizes benefits for workers, invests in
evidence-based efforts to reduce poverty and pro-
mote opportunity, and protects Social Security
and Medicare.

Under the President’s leadership, there has
been remarkable economic and fiscal progress,
showing what is possible when strategic in-
vestment to grow the economy is paired with
smart reforms that address the true drivers of
long-term fiscal challenges. The Budget contin-
ues that approach, investing in America’s future
and laying out a path to address the Nation’s
greatest challenges.



MEETING OUR GREATEST CHALLENGES:
INNOVATION TO FORGE A BETTER FUTURE

Scientific discovery, technological break-
throughs, and innovation are vital for responding
to the biggest challenges and opportunities we
face as a Nation, including addressing climate
change, improving the health of all Americans,
enhancing access to clean water and healthy
food, and ensuring the Nation’s security. They
are also key drivers of long-term economic
growth and job creation.

Over the past seven years, the President has
nurtured the American spirit of innovation. The
Administration has prioritized research and de-
velopment (R&D) funding and created a network
of manufacturing institutes to bolster American
innovation and increase exports. In addition, the
largest investments in clean energy in American
history have been made, creating hundreds
of thousands of new jobs that will thrive in a
low-carbon future. Pollution has been cut from
power plants, vehicles, and agriculture, and the
President has led the world in forging an unprec-
edented agreement to combat climate change.

However, there is still more work to do to
harness technology and use it to drive economic
growth and progress, not just for the year ahead,

but for decades to come. Accelerating the pace of
American innovation is essential to ensuring we
keep up with the evolving economy and the rap-
idly changing world around us. As the President
said in his 2016 State of the Union Address, we
face the key question of “how to make technology
work for us, and not against us, especially when
it comes to solving urgent challenges like climate
change.”

The Budget makes significant investments
to make technology work for us as we strive
to meet the Nation’s biggest challenges. It in-
creases investment in our transition to climate
solutions like clean energy, which will help
to grow the economy and create new jobs. It
invests in a new, sustainable transportation sys-
tem that speeds goods to market while reducing
America’s reliance on oil, cuts carbon pollution,
and strengthens our resilience to the effects of
the changing climate. It invests in medical re-
search to help develop treatments and cures that
have the potential to save millions of lives and
avoid heartbreak for countless families. It also
provides critical funding to ensure that R&D
keeps us on the cutting edge from manufactur-
ing to space exploration to agriculture.

CREATING A CLIMATE-SMART ECONOMY

When the President visited Alaska in August
2015, he described the urgent and growing
threat of a changing climate as “a challenge that
will define the contours of this century more dra-
matically than any other.” In 2015 the record set
by 2014 as the warmest year on record was bro-
ken. Climate change is already disrupting the
Nation’s agriculture and ecosystems, water and

food supplies, energy, infrastructure, and health
and safety. If we address this growing challenge,
we can minimize the damage to the economy and
reduce threats to national security.

Climate change is not only a danger to avoid.
It is an economic opportunity to seize. Not only
can we act to protect the Nation from this threat,
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we can harness it to build a climate-smart econo-
my of the future. Moving toward a climate-smart
economy will improve the air we breathe, the soil
we farm, and the water we drink. In doing so, we
can create jobs and opportunity for millions of
Americans by building the climate solutions the
world needs.

The President has been focused on this chal-
lenge since his first inaugural address, when
he committed this Nation to combating climate
change and protecting the planet for future
generations, and tremendous progress has been
made. The United States has led by example,
with historic investments in growing industries
like wind, solar, and biofuels, creating a new and
steady stream of middle-class jobs. We have set
the first-ever nationwide standards to limit the
amount of carbon pollution power plants can
dump into the air. America is on track to double
the distance cars can go on a gallon of gas. We
are also making investments in communities
smarter—to avoid future risks of flooding and sea
level rise by establishing the Federal Flood Risk
Management Standard. From Alaska to the Gulf
Coast to the Great Plains, the Administration
has partnered with local leaders who are work-
ing to help their communities protect themselves
from some of the most immediate impacts of a
changing climate.

The recent global climate agreement of 195
countries reached in Paris is a tribute to this U.S.
leadership. The Paris Agreement is ambitious,
with every nation committing to putting forward
successive, ambitious, nationally determined cli-
mate targets in five-year intervals. It establishes
strong and binding transparency requirements,
including periodic reviews and independent
assessments, to help hold every country account-
able for meeting its commitments.

As we have made significant progress address-
ing climate change, the economy has continued
to grow, evidence against the tired claims that we
must choose between these critically important
priorities. Economic output has reached all-time
highs while carbon pollution has dropped to its
lowest level in nearly two decades.

Yet we must do more domestically and in-
ternationally. Building on the historic Paris
Agreement, the Budget makes critical invest-
ments in creating a climate-smart economy,
one that lays the foundation to transform the
Nation’s transportation system, grows American
leadership in clean energy, accelerates clean wa-
ter innovation, helps communities prepare for
the effects of climate change and become more
resilient, protects the Nation’s most treasured
natural resources, and demonstrates America’s
global leadership in helping other countries re-
duce their carbon emissions and accelerate their
transition to low-carbon economic growth.

21° Century Clean Transportation Plan

The Nation’s transportation system was built
around President Eisenhower’s vision of inter-
state highways connecting 20* Century America.
That vision enabled economic expansion and
prosperity, fostered a new era for automobiles,
and supported the growth of the Nation’s metro-
politan areas. Unfortunately, today the remains
of that system—the crumbling highways, bridg-
es, and passenger rail system—are not ready to
meet the challenges of a growing 215t Century
economy. Due to underinvestment, American
infrastructure that was once the envy of the
world is now ranked 19* behind countries such
as Poland, Hungary, and Spain.

Aswelook tothe future, we mustinvestin anew,
sustainable transportation system that speeds
goods to market, expands Americans’ transpor-
tation options, builds resilient and connected
communities, and integrates new technologies
like autonomous vehicles into our infrastructure
system. Furthermore, to address the challenges
of the 215 Century, the Nation needs a transpor-
tation system that reduces reliance on oil, cuts
carbon pollution, and strengthens our resilience
to the impacts of climate change.

There have been important infrastructure in-
vestments to advance these priorities. Through
the Recovery Act, the Administration invested
over $48 billion for transportation, spurring
more than 14,600 needed highway, transit,
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bridge, and airport projects across America,
improving nearly 42,000 miles of roads, repair-
ing or replacing more than 2,700 bridges, and
helping transit agencies purchase more than
12,220 transit vehicles. Since 2009 the TIGER
multi-modal competitive grant program has pro-
vided nearly $4.6 billion to 381 projects in all 50
States, the District of Columbia, and Puerto Rico,
including 134 projects to support rural and tribal
communities. The Build America Transportation
Investment Center, established in July 2014,
has provided technical assistance to increase
infrastructure investment and economic growth
by engaging with State and local governments
and private-sector investors to encourage col-
laboration, expand the market for public-private
partnerships, and put Federal credit programs
to greater use. The Administration has worked
with the Congress to pass the FAST Act, pro-
viding multi-year dedicated funding for surface
transportation investments for the first time in
a decade.

Yet much more remains to be done. To build a
clean transportation system for the 215* Century,
the Budget invests an average of $32 billion per
year over 10 years into a multi-agency initiative
to refocus Federal investments, reward local
and State governments for innovation, acceler-
ate integration of new vehicle technologies, and
ensure the safety of the transportation system.
The Plan will:

(1) Refocus Federal investment to enhance trans-
portation options for American families.

The proposal invests nearly $20 billion per
year above current spending to reduce traffic
and provide new ways for families to get to work
and to school by:

* Providing more than $10 billion on av-
erage per year for the Federal Transit
Administration New Starts, Small Starts,
and Transit Formula Grants programs
to invest in the safety, performance, and
efficiency of existing, new, and expanded
transit systems. It also creates a new Rapid
Growth Area Transit program for fast grow-
ing communities to implement multi-modal

solutions to challenges caused by rapid
growth.

e Reaffirming the Administration’s com-
mitment to high-speed rail by investing
on average almost $7 billion per year on a
competitive basis, with an emphasis on in-
corporating advanced rail technologies.

¢ Providing an average of $1 billion per year
for a multi-modal freight program that
strengthens America’s exports and trade by
providing grants for innovative rail, high-
way, and port projects that seek to reduce
both emissions and particulate matter that
harm local community health.

¢ Nearly doubling the amount of grant fund-
ing available through the TIGER program
to support innovative, multi-modal invest-
ments in the Nation’s infrastructure to make
communities more livable and sustainable.

(2) Reward State and local governments for inno-
vations that lead to smarter, cleaner, regional
transportation systems.

The proposal provides approximately $10 bil-
lion per year on average to transform regional
transportation systems by shifting how local and
State governments plan, design, and implement
new projects, including:

¢ Proposing over $6 billion per year on av-
erage for a 215 Century Regions grant
program to empower metropolitan and re-
gional planners to implement regional-scale
transportation and land-use strategies that
achieve significant reductions in per capita
greenhouse gas (GHG) emissions and vehi-
cle miles traveled, while improving climate
resilience.

¢ Providing nearly $1.5 billion per year on
average in Clean Communities competitive
grants to support transit-oriented devel-
opment, reconnect downtowns, clean up
brownfields, implement complete streets
policies, and pursue other policies that
make American cities and towns greener
and better places to live.

¢ Providing nearly $1.7 billion per year on
average for Climate-Smart Performance
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Formula Funds that are designed to re-
orient transportation formula funding by
rewarding States that make investments
to mitigate transportation impacts like air
pollution.

¢ Providing $750 million on average per year
for Resilient Transportation competitive
grants to spur investments that bolster
resilience to climate impacts. Cutting-
edge projects would incorporate resilience
strategies, such as adaptive materials,
risk-sensitive design, and next generation
transportation and logistics technology.

(3) Accelerate the integration of autonomous ve-
hicles, low-carbon technologies, and intelligent
transportation systems into our infrastructure.

The proposal includes just over $2 billion per
year on average to launch a new generation of
smart, clean vehicles and aircraft by expanding
clean transportation R&D, launching pilot de-
ployments of safe and climate smart autonomous
vehicles, accelerating the transition to cleaner
vehicle fleets and supporting the creation of
regional fueling infrastructure for low-carbon
vehicles by:

* Providing almost $400 million on average
per year in funding over the next 10 years
for the deployment of self-driving vehicles.
Investments would help develop connected
infrastructure and smart sensors that can
communicate with autonomous vehicles,
support R&D to ensure these vehicles are
safe and road ready, and expand at-scale
deployment projects to provide “proving
grounds” for autonomous self-driving and
connected vehicles in urban and highway
settings.

e Expanding access to alternative fuels by
2020 and increasing the deployment of elec-
tric vehicles powered with clean sources of
energy in communities across the United
States by 2025 by providing an average of
approximately $600 million per year for the
Department of Energy (DOE) to develop
regional low-carbon fueling infrastructure
including electric vehicles, biofuels, and
other low-carbon options.

¢ Dedicating an average of around $1 bil-
lion per year for DOE, the Environmental
Protection Agency, and the National
Aeronautics and Space Administration
(NASA), to increase R&D in clean fuels and
transportation technologies, including a
new generation of low-carbon aircraft, and
accelerate the Nation’s transition to the de-
ployment of a cleaner public vehicle fleet.

(4) Ensure transportation safety keeps pace with
changing technology.

¢ The Plan focuses on catalyzing rapid changes
in transportation technologies. Accordingly,
it would invest an average of $400 million
per year to ensure that these technologies
are integrated safely into America’s trans-
portation system.

Overall, the 215t Century Clean Transportation
Plan will increase American investments in
clean transportation infrastructure by roughly
50 percent above current levels while reforming
the transportation investments already being
made to move America to more sustainable,
low-carbon investments. Between the Plan and
resource levels under current law, the Budget
proposes to invest nearly $900 billion in the
surface transportation system over 10 years
through the Department of Transportation. The
initiative will:

e Strengthen the economy. The invest-
ments would support hundreds of thousands
of well-paying, middle-class jobs each year.
It also would increase the competitiveness
of U.S. businesses and the productivity of
the U.S. economy by making it faster, eas-
ier, and lower-cost to move American-made
products.

¢ Reduce carbon pollution. The plan would
make public investments and create incen-
tives for private-sector innovation to reduce
America’s reliance on oil and cut carbon
pollution from our transportation sector,
which today accounts for 30 percent of U.S.
greenhouse gas emissions. The investments
in vehicle research and deployment would
put commercial autonomous vehicles on
the road both more quickly and more safely
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while ensuring electric cars and other al-
ternatives to oil-based vehicles have the
technology and the charging infrastructure
they need.

e Make transportation easier for
American families. The plan would
expand clean, reliable, and safe transpor-
tation options like transit and rail, making
it easier for millions of Americans to get
to work and take their children to school
while reducing the seven billion hours that
Americans currently spend in traffic each
year.

The Plan would be funded by a new $10.25
per barrel fee on oil paid by oil companies, which
would be phased in over five years. The fee rais-
es the funding to make the new investments we
need while also providing for the long-term sol-
vency of the Highway Trust Fund to ensure we
maintain the infrastructure we have. By placing
a fee on oil, the President’s plan creates a clear
incentive for private-sector innovation to reduce
America’s reliance on oil and invest in clean en-
ergy technologies that will power our future. It
continues the President’s call to utilize one-time
revenues from business tax reform to provide a
temporary near-term surge in investment to set
us on the right path for the years ahead. In ad-
dition to transportation investments, 15 percent
of revenues would be allocated to provide assis-
tance to families with burdensome energy costs,
including a focus on supporting households in
the Northeast as they transition from fuel oil for
heating to cleaner forms of energy.

Doubling the Investment
in Clean Energy R&D

Since the President took office, the
Administration has made the largest invest-
ments in clean energy in American history and
the impact is clear. In 2014, renewables account-
ed for half of new electricity generating capacity
placed in service. As of October, renewables were
on pace to account for over 60 percent of new
generation capacity placed in service in 2015.
Last year, the price of solar energy fell by 10
percent and installations climbed by 30 percent.

America’s growing clean energy sector is also
creating jobs and advancing American econom-
ic leadership; the solar industry adding jobs 12
times faster than the rest of the economy.

While we have made significant progress in
deploying clean energy technologies, acceler-
ating clean energy innovation is essential to
addressing climate change.

That is why the President joined other world
leaders on the first day of the recent Paris cli-
mate negotiations to launch Mission Innovation,
a landmark commitment to dramatically ac-
celerate public and private global clean energy
innovation by investing in new technologies that
will define a clean, affordable, and reliable global
power mix.

Through this initiative, so far 20 countries
have committed to doubling their governmental
clean energy research and development invest-
ment over five years. These countries represent
more than 80 percent of the world’s clean energy
R&D investment. Mission Innovation is comple-
mented by the Breakthrough Energy Coalition, a
separate, private sector-led effort whose purpose
is to mobilize substantial levels of private capi-
tal to support the most cutting-edge clean energy
technologies emerging from the R&D pipeline.
At the same time, the Administration’s Clean
Energy Investment Initiative has catalyzed more
than $4 billion in independent commitments by
major foundations, institutional investors, and
other long-term investors, along with executive
actions to scale up clean energy innovation.

The U.S. Government is seeking to double its
current base level Federal investment of $6.4
billion in 2016 to $12.8 billion in 2021. Initially,
new funding would strategically target early
stage R&D, which offers the greatest opportu-
nities for breakthroughs and transformative
change. However, the investment portfolio
spans the full range of R&D activities—from ba-
sic research to demonstration. These programs
address a broad suite of promising low-carbon
technologies, including those that enable busi-
nesses and households to use energy more
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efficiently, bioenergy, renewable energy, nuclear
energy, electric grid technologies, carbon cap-
ture and storage, and advanced transportation
systems and fuels.

Doubling this investment would require the
equivalent of about a 15 percent year-over-year
increase in clean energy R&D funding in each
of the five years of the pledge. The Budget goes
beyond this increase for 2017 by providing $7.7
billion in discretionary funding for clean energy
R&D across 12 agencies. About 76 percent of
the funding is directed to DOE for critical clean
energy development activities, including over $2
billion for energy efficiency and renewable energy
technologies. For example, the Budget provides
over $280 million for the EV Everywhere initia-
tive and $169 million for emerging technologies
in the building sector.

Investments in clean energy R&D at other
agencies that drive progress toward our pledge
include $512 million at the National Science
Foundation (NSF) for research in a wide array of
technology areas such as the conversion, storage,
and distribution of diverse power sources, and
the science and engineering of energy materi-
als; $348 million at NASA for research in areas
such as revolutionary aircraft technologies and
configurations to enable fuel-efficient, low-car-
bon air transportation, and $106 million at the
Department of Agriculture (USDA) for com-
petitive and intramural research funding and
education to support development of biobased
energy sources that range from sustainable and
economical forest systems and farm products
to increased production of biofuels. These in-
vestments build on an ongoing commitment to
advance renewable energy deployment and in-
crease access to clean energy for all Americans.

The Budget also includes new mandatory
funding across the clean energy research, de-
velopment, demonstration, and deployment
spectrum. The Budget provides $150 million in
mandatory funding for DOE’s ARPA-E in 2017,
which is part of the ARPA-E Trust proposal that
seeks to increase over five years the program’s
transformational clean energy technology R&D.

The Budget provides substantial support for
clean energy R&D as part of the Administration’s
215t Century Clean Transportation Plan.

Protecting and Increasing the
Nation’s Water Supply through
Investment in Water Technology

The Nation’s water supply is one of our most
precious resources. Yet the increasing frequency
and duration of droughts place extensive pressures
on the vitality of communities and ecosystems
across America. In 2012 alone, droughts affected
about two-thirds of the continental United States,
impacting water supplies, tourism, transportation,
energy and fisheries, and costing the agricultur-
al sector alone $30 billion. Future short-term
droughts are expected to intensify in most regions
of the United States, and longer-term droughts
are expected to intensify in large areas of the
Southwest, the southern Great Plains, and the
Southeast. Climate change, along with population
growth, land use, energy use, and socioeconomic
changes, increases water demand and exacerbates
competition among uses and users of water.

To increase the resilience of the Nation’s wa-
ter supplies to these stresses, the Administration
has developed an aggressive two-part water
innovation strategy with the goals of: first,
boosting water sustainability through the great-
er utilization of water-efficient and water-reuse
technologies; and, second, promoting and invest-
ing in breakthrough R&D that reduces the price
and energy costs of new water supply technology.

By continuing to support efforts by U.S.
businesses, industries, and communities to
make efficient use of water—especially in
water-stressed regions—and through better
management practices and technology, we have
the potential to considerably reduce water us-
age. High costs currently limit the ability of
most communities to turn non-traditional water
sources like seawater or brackish water into
fresh water. Investing in innovative technologies
designed to achieve “pipe parity” (the delivery of
new supplies of clean and fresh water at a total
cost, energy input, and carbon emission level
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equal to traditional supplies) can provide com-
munities in water-stressed regions with new and
more effective options to meet their increasing
water supply needs. The Budget addresses these
challenges by investing in water conservation
and R&D of new water supply technology. The
Budget provides:

e $98.6 million for the Department of the
Interior’s (DOI's) WaterSMART program
through the U.S. Geological Survey (USGS)
and the Bureau of Reclamation, which pro-
motes water conservation initiatives and
technological breakthroughs. This request
is $10.3 million above the 2016 Budget.

¢ $4 million of new funding at USGS for near
real-time assessment of water use during
drought, which provides a regional and na-
tional picture of how water use is changing
during drought.

e $28.6 million to support R&D at the Bureau
of Reclamation. These funds include $8.5
million for the water technology solutions
challenge program, an ambitious technology
challenge prize focused on next-generation
advanced water-treatment technologies;
$5.8 million for desalination and water
purification, and $2 million to continue
the Open Water Data initiative to improve
accessibility of data. This request is $8.6
million above the 2016 Budget.

e $25 million in new funding for DOE to
launch a new Energy-Water Desalination
Hub focused on developing technologies to
reduce the cost, energy input, and carbon
emission levels of desalination. DOE would
also invest nearly $20 million in comple-
mentary R&D on desalination technologies
relevant to fossil, concentrated solar power,
and geothermal applications.

¢ $15 million in additional funding for USDA
intramural research on safe and abundant
water supplies to support U.S. agricultural
production and agricultural practices that
conserve water, such as building healthy
soils that retain water. The agriculture sec-
tor is the largest consumer of fresh water in
the United States.

¢ $88 million for NSF to support basic water
research. The investment would enhance
the scientific and engineering knowledge
base and enable new technological solutions
that will increase the Nation’s water supply
and the quality of potable water and clean
water for use in agriculture and industry
processes or cooling.

Partnering with Communities
to Tackle Climate Risk

Across the Nation, the effects of climate
change, including more frequent and severe
storms, floods, droughts, and wildfires, thawing
permafrost, and sea level rise, are felt by com-
munities, households, governments at all levels,
and individuals who are on the front lines of
the devastation these events often bring. For
example, over the last decade, the Federal
Government has incurred over $350 billion in
direct costs due to extreme weather and fire
alone. Given its far-reaching impacts, it is our
collective responsibility to better understand,
prepare for, and adapt to our changing climate.

The Budget demonstrates the Administration’s
continued commitment to increasing the re-
silience of communities—and the ecosystems
upon which they depend—in the face of growing
climate-related risks. It invests in programs
that advance our scientific understanding
of projected impacts, assist communities in
planning and preparing for future risks, and
deliver risk reduction and adaptation projects
on the ground. Through proactive investments
in these areas, we can save lives and reduce
long-term costs to families, communities and
the Nation.

In all of these investments, the Administration
recognizes that community demands and needs
vary. For the past six years, the Administration
has led efforts to transform the Federal
Government into an effective partner that cus-
tomizes support for local communities instead
of relying on a one-size-fits-all approach. Place-
based climate-preparedness efforts must be
developed in partnership with those communi-
ties—by the people who live in them, work in
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them, and stand to benefit from them. As the
Federal Government works with community
partners to prepare for climate-related risks, the
Administration is starting where it makes the
most sense: meeting communities where they
are.

Coastal Resilience. Climate change impacts
are often most clear in coastal areas, where com-
munities are witnessing their coastlines receding
under the pressures of sea-level rise, storms, and
coastal erosion. The Budget includes a pack-
age of proposals aimed at reducing these risks
and building the resilience of communities and
natural resources to these impacts in a fiscally
responsible way.

First, the Budget proposes a $2 billion Coastal
Climate Resilience program, which would pro-
vide resources over 10 years for at-risk coastal
States, local governments, and their communi-
ties to prepare for and adapt to climate change.
This program would be paid for by redirecting
roughly half of the savings that result from re-
pealing unnecessary and costly offshore oil and
gas revenue sharing payments that are set to be
paid to a handful of States under current law.

A portion of these program funds would be
set aside to cover the unique circumstances that
climate change forces some Alaskan communi-
ties to confront, such as relocation expenses for
Alaska native villages threatened by rising seas,
coastal erosion, and storm surges. The Budget
also provides the Denali Commission—an in-
dependent Federal agency created to facilitate
technical assistance and economic development
in Alaska—with $19 million, including $5 mil-
lion to coordinate Federal, State, and tribal
assistance to communities to develop and imple-
ment solutions to address the impacts of climate
change. It also includes complementary in-
vestments totaling approximately $100 million
across a number of agencies and $150 million for
a Coast Guard icebreaker in the Arctic to help
address these challenges.

Second, the Budget invests $20 million, a four-
fold increase above the 2016 enacted level, to help

coastal regions plan for and implement activities
related to mitigating extreme weather, changing
ocean conditions and uses, and climate hazards
through the National Oceanic and Atmospheric
Administration’s (NOAA’s) Regional Coastal
Resilience grants program. These competitive
grants to State, local, tribal, private, and non-gov-
ernmental organization partners would support
activities such as vulnerability assessments, re-
gional ocean partnerships, and development and
implementation of adaptation strategies.

Flood Resilience. Climate change is ex-
pected to increase heavy downpours and cause
more rapid snowmelt, which is likely to in-
tensify flooding in many areas of the United
States. That increased flood intensity—coupled
with development patterns that put people in
harm’s way—contributes to significant risks
from future flood events. However, flood maps
typically provide only a “snapshot” of flood
risk at a certain time and become outdated as
topographic, hydrologic, or climate conditions
change, as development densities change or
modify watersheds, or as engineering methods
and models improve. To help communities and
businesses understand the flood risks they face,
the Budget includes $311 million for National
Flood Insurance Program Risk Mapping efforts
to update the Nation’s flood maps.

Drought Resilience. The Budget continues
the Administration’s strong support for USDA
in its efforts to integrate climate considerations
into existing programs and to use programs
to drive resilience. The Budget continues the
collaborative effort initiated in 2016 to provide
information on the latest technologies and risk
management strategies to help farmers, ranch-
ers, and landowners mitigate the impact of
climate change through USDA’s regional Climate
Hubs. It also includes $10 million for NOAA’s
Regional Integrated Science and Assessments
program, which would support expanded NOAA
work with resource managers to utilize climate
information to address drought and other chal-
lenges. The Budget’s $98.6 million investment in
DOI's WaterSMART program—which provides
critical water data, promotes water conservation
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initiatives, and invests in technological break-
throughs—complements this effort. (See the
previous section on Protecting and Increasing
the Nation’s Water Supply through Investment
in Water Technology.) In addition, the USDA’s
Natural Resources Conservation Service (NRCS)
is leading efforts to promote soil health and in-
tegrate soil health management practices into
conservation programs and technical assis-
tance. The Budget also continues efforts by the
NRCS, initiated in 2016, to develop a soil carbon
monitoring network to support ongoing GHG
monitoring. This network is a key component of
USDA’s Climate Strategy as it would allow USDA
to verify, for the first time, the United Nations
Framework Convention on Climate Change re-
porting and would also provide the foundation for
a farm-scale database to house soil carbon data.

Wildland Fire Resilience. Warmer tem-
peratures and drier conditions anticipated
under climate change are projected to increase
the frequency and intensity of future wildfires,
increasing the risks they pose to nearby com-
munities. It is a priority of the Administration
to ensure adequate funds are available to fight
wildland fires, protect communities and human
lives, and implement appropriate land manage-
ment activities to improve the resiliency of the
Nation’s forests and rangelands. To accomplish
this, the Budget again proposes to establish a
new budget framework for wildland fire sup-
pression, similar to how other natural disasters
are funded. This new framework includes a
base funding level of 70 percent of the 10-year
average for suppression costs within the discre-
tionary budget cap, and a cap adjustment that
would then be used for only the most severe fire
activity, which comprises two percent of wildfires,
but 30 percent of suppression costs. Paying for
the most severe and costly wildfire suppression
activity with a cap adjustment reduces the need
to transfer funds from other important programs
designed to more comprehensively manage wil-
derness landscapes, including the mitigation of
losses to property and timber from wildfire.

Crop Insurance and Resiliency. The
Budget includes proposals for USDA’s crop in-

surance program that would incentivize farmers
to choose production practices that minimize
climate-change impacts, discourage farming
on environmentally sensitive lands and high-
ly-erodable soils, and enhance resiliency in the
future through soil protection. These include
reducing the farmers’ subsidy by 10 percentage
points for harvest price revenue coverage and
reforming coverage for prevented planting.

Multi-Hazard Resilience. The Budget in-
vests in programs that provide the science and
tools, technical assistance, and projects on-the-
ground that enable communities to address the
full range of climate-related hazards. It provides
approximately $20 million to continue expand-
ing and improving data and tools—available
through the online Climate Resilience Toolkit—
to help Tribes, communities, citizens, businesses,
planners, and others manage climate-related
risks and improve their resilience to extreme
events.

The Budget provides $4 million to support
a Resilience AmeriCorps pilot program at the
Corporation for National and Community
Service (CNCS) which would support roughly
175 AmeriCorps VISTA members to assist com-
munities in planning for and addressing climate
impacts. In addition to CNCS’ investment, the
Budget provides $2 million for NOAA to train the
Resilience AmeriCorps members. The Budget
also continues to support the Corps of Engineers
programs that are already at work—such as the
Flood Plain Management Services Program and
the Silver Jackets—by providing $26 million for
technical and planning assistance to local com-
munities to help them develop and implement
nonstructural approaches to reduce flood risk.

The Budget also invests $54 million in miti-
gation projects—including mitigation planning,
facilities hardening, and buyouts and elevation
of structures—through FEMA’s Pre-disaster
Mitigation Grant Program. Studies on miti-
gation activities conclude that Americans save
approximately $4 for every dollar invested in
pre-disaster mitigation.
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Preserving and Protecting
Public Lands and Oceans

America is home to some of the most beautiful
landscapes on the planet. Our Nation is blessed
with natural treasures from the Yosemite Valley
to the Everglades, with verdant forests, majestic
mountains, vast deserts, and lakes and rivers
teeming with wildlife. These natural resources
are not only beautiful, but are a vital economic
engine, supporting hundreds of thousands of jobs
in industries from recreation and tourism to tim-
ber and fishing and generating billions of dollars
in economic activity.

America’s natural landscapes face growing
pressures, however, not only from agricultural,
commercial, industrial, and residential devel-
opment, but also from a changing climate that
brings increased drought, wildfires and other
dangers. As a result, the need for investments
in natural and cultural resources on Federal and
State lands is greater than ever. All of these forc-
es necessitate coordinated efforts among Federal,
State, tribal, local, and private land managers,
who share a collective responsibility for preserv-
ing and restoring natural systems that are vital
to mitigating climate impacts, such as soil and
other carbon reservoirs.

The Budget includes robust funding to sup-
port such efforts. It invests in proven programs
that allow Federal agencies and their partners
to better understand, prepare for, and adapt
to natural hazards, including those worsened
by climate change. Public land management
agencies administer programs that build the re-
silience of natural resources and communities to
hazards, such as drought, coastal flooding, and
wildland fire. These programs provide actionable
science, data, and technical assistance that en-
hance the ability of natural resources to adapt to
changing conditions, which in turn benefits our
communities.

Land and Water Conservation Fund.
Created 50 years ago, the Land and Water
Conservation Fund (LWCF) is used to preserve
historic resources, protect endangered wildlife,
restore forest ecosystems, and provide recre-

ational opportunities for millions of Americans
in iconic places that range from Grand Canyon
National Park to local parks in nearly every
county across the Nation. The highly success-
ful program reinvests royalties from offshore
oil and gas activities into public lands, with the
goal of using the benefits of one non-renewable
resource for the protection of another—our ir-
replaceable landscapes. Through the LWCEF,
the Budget invests $900 million annually into
conservation and recreation projects to con-
serve lands in or near national parks, refuges,
forests, and other public lands. Through strate-
gic and landscape-level land acquisition, public
access to lands for sportsmen and hunters, and
grants to States for recreation and conserva-
tion projects, the LWCF is a cornerstone of this
Administration’s conservation agenda.

National Park Service (NPS) Centennial.
For over 100 years, NPS sites have preserved and
shared our cultural and historical identity. The
iconic places protected by NPS present America’s
unique history and draw tourists from across
the United States and around the world. As we
continue to celebrate the centennial anniversary
of the Nation’s great parks, the Budget proposes
to increase park services for visitors and make
targeted investments that would improve NPS
facilities. This opportunity is an historic effort to
upgrade and restore national parks and engage
and inspire younger generations to visit and care
for the Nation’s parks into the future. With more
and more American families living in urban
spaces that often lack easy access to our great
outdoors, it is vital to introduce a new genera-
tion to our public lands. That is why the Every
Kid in a Park initiative provides all fourth-grade
children free passes to U.S. public lands and wa-
ters. To support this effort, the Budget proposes
$25 million for youth engagement and bringing
youth from underserved communities to national
parks and forests.

As NPS enters its second century, it is work-
ing to assess and build resilience to the effects of
climate change in its 86 ocean and coastal parks
and over its 12,000 miles of shoreline. The effects
of climate change deteriorate park shorelines,
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threatening our resources, infrastructure, and
public recreation opportunities. Working with
scientists and other partners, NPS is developing
adaptation strategies to protect these coastal re-
sources and to boost their long-term resilience.
Meanwhile, public lands continue to experience
record visitation levels. Such visits do more than
provide scenic views and inspiration— they drive
an estimated $51 billion in economic impact, and
support hundreds of thousands of jobs in local
communities across the United States.

The Budget proposes $860 million in discre-
tionary and mandatory funding to allow NPS,
over 10 years, to make targeted, measurable,
and quantifiable upgrades to all of its highest
priority non-transportation assets and restore
and maintain them in good condition. Doing
so avoids increased deterioration and costs for
future generations. The Budget also proposes
matching funds to leverage contributions from
the private sector for critical signature projects.

Sage-Grouse Protection. In September
2015 the DOTI’s Fish and Wildlife Service (FWS)
issued a landmark determination that the
greater sage-grouse does not warrant protection
under the Endangered Species Act at this time.
This decision was possible because of the collab-
orative strength of Federal, State, tribal, and
private conservation efforts over many years and
the continued commitment of all partners—in-
cluding the Federal Government—to conserving
the sagebrush habitat in what is arguably the
largest landscape-level conservation effort in
U.S. history. Moreover, the FWS determina-
tion and the conservation mechanisms in place
provide the regulatory certainty needed for sus-
tainable economic development across millions
of acres of Federal and private lands throughout
the western United States. The Administration
is committed to meeting its responsibilities to
conserve vital sagebrush ecosystems.

The Budget builds upon unprecedented invest-
ments provided in 2016 to protect the western
United States’ sagebrush ecosystems. On lands
managed by the Bureau of Land Management
and the U.S. Forest Service, the Administration

is committed to successful implementation of
the sagebrush resource management plans, as
well as the Administration’s comprehensive
rangeland fire strategy. The Budget proposes
$23 million over the 2016 level within DOI—and
more than twice the amount of funding enacted
in 2015—for activities directly affecting sage-
grouse protection. Across private lands, NRCS
is investing $211 million by the end of 2018 to
help hundreds of ranchers conserve or restore
3.7 million acres of additional habitat.

Ocean Science and Conservation. About
a third of the carbon dioxide in the atmosphere
dissolves into the ocean, and the increased glob-
al carbon dioxide levels are the main driver of
ocean acidification, which in turn affects ma-
rine ecosystems. To address this complex issue
and increase understanding of the consequenc-
es of ocean acidification on marine resources,
the Budget includes $22 million, a $12 million
increase over 2016 levels. To help fishing commu-
nities, which face significant climate challenges,
become more resilient to the impacts of fisheries
disasters, the Budget provides $9 million. These
competitive funds would assist communities in
becoming more environmentally and economical-
ly resilient through activities such as ecosystem
restoration, research, and adaptation.

Leading International Efforts to
Cut Carbon Pollution and Enhance
Climate Change Resilience

Because climate change is a global chal-
lenge, it is imperative for the United States to
couple action on climate change at home with
leadership internationally, as called for in the
President’s Climate Action Plan. To support
this objective, the Budget provides $1.3 bil-
lion in discretionary funding to advance the
goals of the Global Climate Change Initiative
(GCCI) through important multilateral and
bilateral engagement with major and emerg-
ing economies. This amount includes $750
million in U.S. funding for the Green Climate
Fund, which would help developing countries
leverage public and private financing to invest
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in reducing carbon pollution and strengthen-
ing resilience to climate change.

Assisting these countries in meeting emis-
sions reduction commitments and developing
their economies along low-emissions path-
ways would play a vital role in mitigating
some of the most serious risks from climate
change both at home and abroad. Assisting
developing countries in their climate adapta-
tion efforts is critical to helping the poorest
and most vulnerable nations prepare for, and
build resilience to, the impacts of climate
change. These efforts would not only help pre-
serve stability and security in fragile regions
that are of strategic importance to the United
States, but also help open these regions to U.S.
businesses and investment.

More broadly, GCCI funding enables the
United States to provide international lead-
ership through the Department of State, the
U.S. Agency for International Development,

and the Department of the Treasury to sup-
port our developing-country partners in their
efforts to meet their emissions reduction com-
mitments, including by expanding clean and
efficient energy use, reducing deforestation
and forest degradation, conserving the world’s
remaining tropical rainforests, and phasing
down the production and consumption of sub-
stances with high global warming potential,
such as such as hydrofluorocarbons. GCCI
funding would help support U.S. commitments
made in the context of the Paris Agreement
and put the United States on a pathway to
doubling U.S. grant-based support for in-
ternational climate adaptation activities by
2020. Federal agencies will also systematical-
ly integrate climate-resilience considerations
into international development investments
so that U.S. investments overseas remain sus-
tainable and durable and support the poorest
and most vulnerable communities in their
efforts to cope with the adverse impacts of
extreme weather events and climate change.

INVESTING IN RESEARCH AND DEVELOPMENT

Because of the critical role that R&D
plays in expanding the frontiers of human
knowledge, tackling the Nation’s biggest chal-
lenges, and driving the economy forward, the
Administration has consistently prioritized
robust R&D investments since the start of the
Administration.

The Budget sustains the Administration’s
consistent prioritization of R&D with an invest-
ment of $152 billion for R&D overall through
both discretionary and mandatory funding
proposals. This reflects a four percent increase
from 2016 and targets resources to the creation
of transformative knowledge and technologies
that can benefit society and create the busi-
nesses and jobs of the future. Specifically, the
Budget prioritizes basic research, the type of
R&D that is the most likely to have spillover
impacts to multiple endeavors and in which the
private sector typically under-invests. It also
includes $7.7 billion in discretionary funding

for clean energy R&D in 2017, the first step to-
ward the Mission Innovation doubling goal.

Of the overall $152 billion investment in
R&D, $4 billion is mandatory funding because
the discretionary levels set by the Bipartisan
Budget Act are not sufficient for the Nation
to take full advantage of the opportunities for
R&D investments to create jobs and grow the
economy.

Revitalizing American Manufacturing

After a decade of decline, American man-
ufacturing has added 878,000 new jobs since
February 2010, new factories are once again
opening their doors, and global investment in
the U.S. manufacturing sector is increasing.
The Budget proposes $2.0 billion in coordinated,
cutting-edge manufacturing R&D, while also
expanding industry-driven workforce training
and providing additional resources through the
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Manufacturing Extension Partnership to help
America’s small manufacturers access the tech-
nology and expertise they need to expand. This
would help turn America’s increased manufac-
turing competitiveness into a lasting advantage
through smart, strategic investments that build
on our strengths. Most importantly, the Budget
makes new investments to grow a national net-
work of innovative R&D hubs to help keep U.S.
manufacturing in the lead on technology.

This network, the National Network for
Manufacturing Innovation, plays an important
part in this revitalization of American manufac-
turing. In his 2012 State of the Union Address,
the President called for the creation of a network
of manufacturing institutes to boost advanced
manufacturing, foster American innovation, and
attract well-paying jobs that would strengthen
the middle class. Later that year, an interagency
team led by the Department of Defense launched
the first pilot institute. Proving that revitalizing
American manufacturing is a topic we can all
agree on, the Congress supported this initiative
in a bipartisan fashion by passing the Revitalize
American Manufacturing and Innovation Act in
December 2014, which authorizes manufactur-
ing innovation institutes to come together into
a shared network and codifies authority for the
Department of Commerce to coordinate this
multi-agency initiative.

To date, the Administration has already
awarded seven institutes. Those institutes
represent more than $500 million in Federal
resources matched by more than $1 billion of
non-Federal resources, all focused on securing
U.S. leadership in the emerging technologies that
make America’s industry more competitive today
and ensure continued groundbreaking innova-
tion tomorrow. The Budget builds on the seven
institutes awarded, two more institutes with
competitions already underway, and four more
institutes funded in 2016 by proposing five ad-
ditional manufacturing institutes in 2017 in the
Departments of Commerce, Defense, and Energy.
In total, the Budget proposes more than $250
million in discretionary resources to create and
sustain manufacturing innovation institutes.

Eachofthesenewinstitutes would bring togeth-
er companies, universities, community colleges,
and Government to co-invest in the development
of world-leading manufacturing technologies
and capabilities that U.S.-based manufactur-
ers can apply in production. For example, the
Digital Manufacturing and Design Innovation
Institute in Chicago has attracted more than
140 partners and, in its first six months alone,
hosted over 2,000 visitors to its smart factory
demonstration facility, modeling state-of-the-art
techniques for integrating digital technologies
into a factory production line. Collectively, the
institutes are attracting a swelling membership
from across Fortune 500 companies, leading
research universities, regional non-profits, and
small businesses with over 800 members to-date.
They have launched 147 R&D projects to acceler-
ate transformative manufacturing technologies
into production, demonstrating the significant
momentum underway.

The Budget also includes a mandatory
spending proposal of $1.9 billion to build out
the remaining 27 institutes to create a na-
tional network of 45 manufacturing institutes
over the next 10 years that would position the
United States as a global leader in advanced
manufacturing technology.

Advancing Biomedical Research at the
National Institutes of Health (NIH)

The Budget provides $33.1 billion—includ-
ing $1.8 billion in new mandatory funding—to
support biomedical research at NIH. This fund-
ing would allow for almost 10,000 new and
competing NIH grants that will help scientists
better understand the fundamental biological
mechanisms that underpin health and disease
to improve health and save lives. The Budget
provides increased resources for the President’s
Precision Medicine Initiative and continues sup-
port for the Brain Research through Advancing
Innovative Neuroethologies (BRAIN) initiative,
launched by the President in 2013, which is
helping to revolutionize our understanding of
the human brain.
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Enhancing Investments in Cancer
Research. As a part of the cancer “moonshot”
the President announced in the State of the
Union Address, the Budget provides an increase
of $755 million to accelerate progress in pre-
venting, diagnosing, and treating cancer. The
increase is in addition to NIH’s significant in-
vestment for the cancer moonshot in 2016. The
Budget’s multi-year cancer initiative, which be-
gins in 2016, provides $680 million to NIH and
$75 million to the Food and Drug Administration
in 2017, to improve health and outcomes for
patients through investments in research and
infrastructure, and brings together researchers
across sectors and scientific disciplines. Notably,
these funds would significantly increase support
for research to help realize the promise of cancer
immunotherapy.

Precision Medicine Initiative. The Budget
includes $300 million for NIH to continue the
progress of the President’s Precision Medicine
Initiative, which was launched in 2016 to enable
a new era of medicine for all by accelerating
research into the development of treatments tai-
lored to specific characteristics ofindividuals. The
Budget supports efforts underway to establish a
voluntary national research cohort of one million
or more Americans, expand research to define
cancer subtypes and identify new therapeutic
targets, modernize the regulatory framework
for DNA-sequence-based diagnostic tests, and
improve health data sharing and interoperabil-
ity so patients can access their health records
for research, providers can recommend optimal
treatments and researchers can use individual
and population data to develop new insights
and therapies. It also supports activities to en-
gage patients, including those from historically
underserved communities, and raise awareness
about the promise of precision medicine for all.

BRAIN Initiative. The Budget includes
$195 million for NIH for the BRAIN Initiative,
a bold research effort to revolutionize our under-
standing of the brain and to uncover new ways
to treat, prevent, and cure brain disorders like
Alzheimer’s, schizophrenia, autism, epilepsy, and
traumatic brain injury. The initiative has grown

since its launch in 2013 to include five agencies,
and dozens of major foundations, private re-
search institutions, universities, companies, and
advocacy organizations have aligned their re-
search efforts to advance the BRAIN Initiative.

Investing in Civil Space Activities

The Budget invests in space exploration
and technological advancements, providing
$19 billion, including $763 million in manda-
tory funding in 2017, to NASA to further U.S.
leadership in space and at home. The Budget
supports exploration of the Solar System, includ-
ing robotic missions to Mars and to the Sun, and
funds the development and operation of a fleet
of spacecraft to study our own planet, increasing
our understanding of the Earth and its climate.
The Budget supports innovative public-private
partnerships to enable new industries and ca-
pabilities in space and to ensure that our space
programs are sustainable and affordable. The
Budget also makes investments in new ground-
breaking technologies, such as solar-electric
propulsion that would allow us to push out into
the Solar System not just to visit, but to stay.

Addressing Challenges in
Agriculture through R&D

Recognizing the importance of science and
technology to meet challenges in agriculture,
the Budget increases investment in three major
areas of agricultural R&D:

e Grants through USDA’s flagship competi-
tive peer-reviewed research program, the
Agriculture and Food Research Initiative
(AFRI), are funded at $700 million, includ-
ing $325 million in mandatory funding. This
is the full authorized level and double the
2016 funding level. It would enable USDA
to accept many qualified research proposals
that it previously would have rejected due
to funding constraints. AFRI-supported
research would enable USDA to respond
to critical problems and challenges facing
the Nation such as ensuring an abundant
supply of safe water for agricultural uses,
responding to climate change, understand-
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ing and restoring soil health, and improving
food safety and quality.

USDA’s in-house research programs through
the Agricultural Research Service are fund-
ed at almost $1.2 billion, which includes
increases for current and new programs for
climate change resilience and vulnerability,
pollinator health, agricultural microbiomes,
responding to antimicrobial resistance, as

well as research on foreign animal diseas-
es, soil health, avian influenza, and for safe
and abundant water supplies to support
agricultural production.

The Budget provides $94.5 million for
construction and renovation of key infra-
structure investments based on USDA’s
facility modernization plan.






MEETING OUR GREATEST CHALLENGES:
OPPORTUNITY FOR ALL

Since the onset of the Great Recession, we have
restored economic growth and created millions of
jobs. We have also laid the groundwork for long-
term growth through investments in education,
job training, infrastructure, and research and
development that help businesses thrive and cre-
ate high-paying jobs. But while the benefits of a
growing economy are beginning to be more widely
shared, too many hard-working Americans still
are not experiencing those benefits. Too many are
struggling to make ends meet.

This economic insecurity is due in part to
changes in the U.S. economy that began long be-
fore the recession and will continue in the years to
come. With increased globalization and automa-
tion in the workplace, workers have less leverage
and job security. Because the face of the Nation’s
workforce has changed dramatically since many
key benefit structures were established decades
ago, those structures need updating.

As the President stated in the 2016 State
of the Union Address, one of the Nation’s key
challenges is how to give everyone a fair shot
at opportunity and security in this new econ-
omy. This is not only a moral imperative, but
an economic one. The Nation does best when
everyone shares in—and contributes to—our
success. Failing to tap the potential of every

American weakens the economy and harms us
all. That is why the Budget makes a series of
investments to ensure that if you work hard,
you have a chance to get ahead and ensure a
better future for your children.

The Budget invests in education from our
youngest learners to those striving to complete
college. It invests in job training to help work-
ers get the skills they need to secure better
paying jobs, updates worker benefits to reflect
today’s workforce and economy, and calls for a
higher minimum wage and expanded working
family tax credits. The Budget also takes new
steps to reduce poverty and reinvigorate dis-
tressed communities.

It builds on the success of the Affordable Care
Act to improve the health of all Americans, in-
cluding through investments in mental health
treatment and treatment for opioid use disorders.
It supports meaningful criminal justice reform
to break the cycle of poverty, criminality, and in-
carceration that traps too many Americans and
weakens too many communities. The Budget
also reforms the Nation’s immigration system to
make American society safer and more just, and
to boost U.S. economic growth.

EDUCATING FOR THE FUTURE: FROM EARLY LEARNING TO COLLEGE

Americans must be prepared with the skills
and knowledge necessary to compete in today’s
global economy and achieve economic security.
Expanding educational opportunities is critical

to equipping all children with these skills and
positioning them to succeed as adults, and in-
creasing educational attainment is central to the
Nation’s future economic strength.
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We have made significant progress in
expanding educational opportunities. By fo-
cusing on improving student outcomes and
tying investments to evidence-based reform, the
Administration has worked to support States and
communities as they establish high academic
standards that will prepare students for success
in college and future careers, improve teacher
effectiveness, and use data to ensure students
graduate from high school prepared for college
and a successful career. These investments have
given teachers, school districts, and States the
tools to turn around some of the Nation’s low-
est-performing schools. The Nation’s high school
graduation rate is at an all-time high and we
have made college easier to access and afford.

However, there is more we must do to improve
all levels of education, from early childhood
through college, and ensure the Nation’s work-
force has the skills American businesses need.
To meet this challenge, the Budget builds on our
progress and reflects key developments over the
past year, most significantly the reauthorization
of the Elementary and Secondary Education Act,
a bipartisan effort that was eight years over-
due. The new law, the Every Student Succeeds
Act (ESSA), embraces many reforms the
Administration has long supported, including
requiring States to define and set high standards
for college and career readiness, ensuring that
States are held accountable for the success of all
students, spurring innovation in education, en-
couraging States to reduce unnecessary testing,
and expanding access to high-quality preschool.

The Budget supports ESSA implementation
and builds on its priorities. It reflects a strong
commitment to ensuring that all students receive
a high-quality education by improving access to
early education, preparing elementary and sec-
ondary education students for success, increasing
access to quality, affordable higher education,
and continuing to build the evidence base for
what works to improve student outcomes. The
Budget provides $69.4 billion in discretionary
funding for Department of Education programs,
an increase of $1.3 billion from the 2016 enacted
level adjusted for comparability.

Improving Access to High-Quality,
Affordable Early Education

High-quality early education provides children
with a foundation for success in school and puts
them on a path toward realizing their full po-
tential. Supporting children during this critical
stage of development yields long-lasting benefits,
providing a strong return on investment. This
is particularly true for low-income children, who
too often start kindergarten far less prepared
than their peers.

Preschool for All. The Budget maintains
support for the President’s landmark Preschool
for All initiative to ensure four-year-olds across
the Nation have access to high-quality preschool
programs. The Department of Education ini-
tiative establishes a partnership with States to
provide all four-year-olds from low- and moder-
ate-income families with high-quality preschool,
while providing States with incentives to expand
these programs to reach additional children
from middle-class families and put in place full-
day kindergarten policies. The initiative is paid
for through an increase in tobacco taxes that will
help reduce youth smoking and save lives.

With the support of Federal funding made
available  through the  Administration’s
Preschool Development Grants (PDG) program,
18 States are currently developing and expand-
ing high-quality preschool programs in targeted
high-need communities. This work will continue
under the newly authorized PDG program in
ESSA, the first program in a major elementary
and secondary education statute devoted solely
to the expansion of high-quality preschool and
early education, a clear recognition of the im-
portance of preschool in ensuring students are
successful in school.

The Budget provides $350 million for Preschool
Development Grants at the Department of Health
and Human Services (HHS)—which are jointly
administered by HHS and the Department of
Education under ESSA—an increase of $100
million from the 2016 enacted level. The Budget
also provides $907 million for the Department
of Education’s early intervention and preschool
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services for children with disabilities, an in-
crease of $80 million from the 2016 enacted
level. This proposal includes up to $15 million
for competitive grants for early identification of
and intervention for developmental delays and
disabilities, with a potential focus on autism,
intended to help identify, develop, and scale-up
evidence-based practices.

Head Start. The Budget provides $9.6 billion
for HHS’s Head Start program, which delivers
comprehensive early childhood services to sup-
port the learning and development of America’s
neediest children. This funding level, a $434
million increase, includes a total of $645 million
for the Administration’s Early Head Start-Child
Care Partnerships, through which local Early
Head Start grantees partner with child care pro-
viders and leverage Early Head Start standards
to expand access to high-quality early care and
education for infants and toddlers. The Budget
also builds on the nearly $300 million invest-
ment made in 2016 to increase the number of
children attending Head Start in a full school
day and year program, which research shows is
more effective than programs of shorter dura-
tion and also helps meet the needs of working
parents. The Budget continues funding for those
programs that expand their full day and full year
offerings with 2016 resources, and provides an
additional $292 million to enable more programs
to expand their full day and full year programs.
Taken together, the 2016 and 2017 investments
will mean that more than half of all Head Start
children will now be provided a full school day
and year program.

Home Visiting. The Budget invests $15
billion in new funding over the next 10 years to
extend and expand evidence-based, voluntary
home visiting programs, which enable nurses,
social workers, and other professionals to work
with new and expecting parents to help families
track their children’s healthy development and
learning, connect them to services to address
any issues, and utilize good parenting practic-
es that foster healthy development and later
school success. The program builds on research
showing that home visiting programs can signifi-

cantly improve maternal and child health, child
development, learning, and success. As with
Preschool for All, the proposal is paid for through
an increase in tobacco taxes. To complement this
investment, the Budget includes $20 million for
a new initiative in rural home visiting that the
Department of Agriculture (USDA) will admin-
ister in coordination with HHS. This initiative
will focus exclusively on providing home visit-
ing services in the most remote rural and tribal
areas.

As discussed below under Making the 21
Century Economy Work for Workers, the Budget
also makes historic investments in expanding
access to quality, affordable child care. This
investment is designed to meet two important
purposes—help parents afford child care so they
can work, and help children access quality care
that supports their healthy development.

Putting Students on a Path
to College and Careers

ESSA, the new elementary and secondary edu-
cation law, cements many of the Administration’s
key education reforms and reflects the progress
States and districts have made in implementing
these important changes. Building on earlier
Administration initiatives, it requires States to
set high college and career standards for all stu-
dents, invests in place-based and evidence-based
strategies, supports the recruitment and reten-
tion of effective teachers and school leaders, and
replicates high-quality charter schools. The
Budget provides $24.4 billion to the Department
of Education to support ESSA and related pro-
grams, an increase of $629 million above the
2016 enacted level.

Funding High-Poverty Schools and the
Important Work of Improving Low-
Performing Schools. The Budget proposes a
$450 million increase for Title I, which ESSA
maintained as the Department’s largest K-12
grant program, and the cornerstone of the
commitment to support schools in low-income
communities with the funding necessary to
provide high-need students access to an excel-



34

MEETING OUR GREATEST CHALLENGES: OPPORTUNITY FOR ALL

lent education. Title I supports local solutions
in States and school districts, while ensuring
that students make progress toward high ac-
ademic standards. As part of Title I, ESSA
requires annual statewide assessments that
measure student achievement, and ensure that
the information about student achievement is
available to teachers, school leaders, families,
and communities. While retaining this critical
accountability measure, the law also encourages
States to reduce excessive standardized testing,
aligned with the efforts of the Department of
Education’s testing action plan that supports
maximizing the time students spend learning.
ESSA also holds States and school districts ac-
countable for improving their lowest-performing
schools, requiring evidence-based interventions
to turn them around. The Budget calls for dedi-
cating additional funds within Title I to address
the urgent need to improve the Nation’s low-
est-performing schools. This dedicated funding,
which will be distributed based on the Title I
formulas, will ensure States and school districts
have the support necessary to successfully turn
around these schools.

Supporting Computer Science for All and
Rigorous STEM Coursework. There are cur-
rently more than 600,000 high-paying tech jobs
open across the United States, and by 2020, 51
percent of all STEM jobs are projected to be in
computer science-related fields. More than 9 of
10 parents want computer science taught at their
child’s school. However, by some estimates, just one
quarter of all U.S. K-12 schools offer computer sci-
ence with programming and coding even as other
advanced economies, such as England, are making
it available for all students between the ages of 5
and 16. Wide disparities exist even for those who
do have access to these courses. For example, of
the very few schools that offer advanced placement
computer science courses, only 15 percent of en-
rollees are girls, and fewer than eight percent are
African-American or Latino students. Disparities
in computer science are emblematic of the large
gaps in student access and engagement in STEM
courses overall; only half of high schools offer calcu-
lus, and only 63 percent offer physics.

To address these disparities, the Budget pro-
vides resources to empower States and districts
to create high-quality computer science learning
opportunities in grades K-8 and access to com-
puter science courses in high school. Under the
Computer Science for All proposal, the Budget
includes $4 billion in mandatory funding over
three years for States to increase access to K-12
computer science and other rigorous STEM
coursework by training more than 250,000
teachers, providing infrastructure upgrades,
offering online courses, and building effective
partnerships. Complementing the mandatory
proposal, the Budget also dedicates $100 million
in discretionary funding for Computer Science
for All Development Grants to help school dis-
tricts, alone or in consortia, execute ambitious
computer science expansion efforts, particularly
for traditionally under-represented students.
Both the mandatory and discretionary propos-
als would also encourage States and districts
to expand overall access to rigorous STEM
coursework.

Redesigning and Strengthening America’s
High Schools. The Budget provides $80 mil-
lion for a new, competitive program to promote
the redesign of America’s high schools by in-
tegrating deeper learning and personalized
instruction, with a particular focus on STEM-
themed high schools that expand opportunities
for all students, including girls and other un-
der-represented groups in STEM fields. This is
complemented by the $375 million in private and
public sector commitments that were announced
in November 2015 as part of the White House
Summit on Next Generation High Schools.

Promoting Student Support and Academic
Enrichment. To compete in the 215t Century
economy, students need a well-rounded educa-
tion and rigorous coursework. To help ensure all
students have such access, the Budget provides
$500 million for Student Support and Academic
Enrichment Grants, newly authorized in ESSA,
which would provide funds for States and school
districts to support student achievement and pro-
mote academic enrichment opportunities. This
flexible funding can support expanding STEM
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opportunities and the arts, improving supports
for student learning, and enhancing the use of
technology for instruction.

Promoting Socioeconomic Diversity and
School Choice. Poverty and negative educa-
tional outcomes are closely linked, with students
who attend high-poverty schools often struggling
to meet high standards and finish high school
college- and career-ready. Research suggests
that socioeconomically diverse schools can lead to
improved outcomes for disadvantaged students.
Based on this research and the work already
underway in communities across the United
States, the Budget supports a new initiative that
would support new and ongoing State and local
efforts to develop and implement strategies that
increase socioeconomic diversity in the Nation’s
preK-12 schools.

The Stronger Together initiative would make
$120 million in voluntary competitive grants
available to school districts or consortia of school
districts that are interested in exploring ways to
foster socioeconomic diversity through a robust
process of parental, educator and community
engagement, and data analysis; and to school
districts and consortia of school districts that
already have set goals and developed strategies
and are ready to begin implementation. The
funding would be available for five-year projects.

In addition to this proposal, the Budget
strengthens its support for investments in
school choice programs designed to increase
the supply of high-quality schools available to
all students, including both magnet schools and
charter schools. The Budget proposes $115 mil-
lion for magnet schools, an $18 million increase
compared to 2016, which would complement
the Stronger Together program through a new
provision under ESSA that allows districts to
take into account socioeconomic diversity in the
design and implementation of magnet school pro-
grams. The Budget also proposes $350 million
for charter schools, a $17 million increase over
2016, for the start-up, replication, and expansion
of effective charter schools that would improve

students’ access to high-quality educational op-
portunities regardless of their zip code.

Maintaining a Commitment to Evidence,
Data, and Innovation. The Budget maintains
a strong commitment to evidence, data, and inno-
vation in education. The Budget provides $180
million for Education Innovation and Research,
a new program authorized by ESSA. The pro-
gram is modeled on the Investing in Innovation
program, which has been the Administration’s
signature effort to develop and test effective
practices that improve student outcomes, such
as implementing college- and career-ready
standards, using data to inform instruction and
personalize learning, and improving low-per-
forming schools. This funding level represents
an increase of $60 million compared to Investing
in Innovation’s 2016 funding. The Budget ampli-
fies this commitment by providing $209 million
for the Institute of Education Sciences’ Research,
Development, and Dissemination program to pro-
duce strong evidence on effective strategies for
improving student learning in early childhood,
K-12, postsecondary, and adult education. An in-
vestment of $81 million in the State Longitudinal
Data Systems program would support State and
school district efforts to provide educators, par-
ents, policymakers, researchers, and the public
with information on the performance of schools
and what works in education.

Supporting America’s Teachers. The
Budget invests $2.8 billion in discretionary
funding for programs to provide broad support
for educators at every phase of their careers,
from ensuring they have strong preparation
before entering the classroom, to pioneering
new approaches to help teachers succeed in the
classroom, and equipping them with tools and
training they need to implement college- and
career-ready standards. The Budget provides
$250 million for the Teacher and School Leader
Incentive program to drive improvements in
school districts’ human capital management sys-
tems through innovative strategies for recruiting,
developing, evaluating, and retaining excellent
educators. A new $125 million Teacher and
Principals Pathways program, to be proposed in
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the next Higher Education Act reauthorization,
would support teacher and principal prepara-
tion programs and nonprofits partnering with
school districts to create or expand high-quality
pathways into teaching and school leadership,
particularly in high-need subjects such as STEM.
A new program, Teach to Lead, would fund
teacher-led projects to improve the quality of ed-
ucation, drawing on the knowledge and passion
of teachers to identify, implement, and expand
effective practices. Furthermore, the Budget
includes RESPECT: Best Job in the World, a $1
billion mandatory initiative that would support
a nationwide effort to attract and retain effec-
tive teachers in high-need schools by increasing
compensation and paths for advancement, imple-
menting teacher-led development opportunities
to improve instruction, and creating working
conditions and school climates conducive to stu-
dent success. This proposal is a key strategy in
the Department’s efforts to ensure all students’
equitable access to effective teachers.

Promoting College Affordability
and Completion

Today’s economy increasingly demands high-
ly-educated workers. Higher education is one of
the clearest pathways into the middle class, and
decades of research has shown large returns to
higher education in terms of labor market earn-
ings, health, and well-being. In fact, research
shows that the typical college graduate earns
twice as much over his or her lifetime as the typ-
ical high school graduate. Further, over the next
decade, jobs requiring education beyond high
school will grow more rapidly than jobs that do
not, with more than half of the 30 fastest-growing
occupations requiring postsecondary education.

From the start of the Administration, the
President has focused on making college more
accessible and affordable for all Americans, with
the goal of making the United States the lead-
er once again in college completion, as it was a
generation ago. The Administration ended the
inefficient guaranteed student loan program and
reinvested the savings into making college more
affordable, including strengthening and expand-

ing the Pell Grant program, the cornerstone of
opportunity for low- and moderate-income stu-
dents. The Pell Grant program is now supporting
scholarships for significantly more students to
attend college than when the President took
office.

In December, the American Opportunity Tax
Credit (AOTC)—first enacted in the Recovery
Act—was made permanent. The AOTC expands
the level of support for college by providing a
maximum credit of $2,500 per year for the first
four years of college—up to $10,000 per student
to cover tuition and educational expenses. The
AOTC is partially refundable, so it provides
critical college tuition help to low- and moderate-
income families. The AOTC will cut taxes by over
$1,000, on average, for nearly 10 million families
in 2016.

Overall, since 2009, these investments in Pell
Grants and tax credits have doubled, increas-
ing the access and affordability of college for
students.

The Administration has also made historic
investments in the creation and expansion
of community college programs aligned to
in-demand jobs in high-growth industries
from health care to information technology
(IT). From 2011 through 2014, some $2 bil-
lion in funding reached more than half of all
community colleges across the United States,
enrolling over 176,000 students to date.
Employers have donated thousands of dollars
in equipment, scholarships, tuition, and more
to support these programs.

The Administration also has made it easier
and faster for students to apply for Pell Grants
and other financial aid. Since taking office, the
Department of Education has significantly sim-
plified the Free Application for Federal Student
Aid, known as the FAFSA. The Administration
has reduced the time required to complete the
FAFSA by two-thirds, to about 20 minutes, by re-
vamping the online form for all families so they
can skip questions that are not relevant to them
and automatically retrieve needed tax informa-
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tion when filling out the FAFSA. More than six
million students and parents took advantage of
the ability to electronically retrieve their income
information from the Internal Revenue Service
(IRS) when completing their 2014-2015 FAFSA,
an innovation that improves both speed and
accuracy.

Building on this progress, starting in calendar
year 2016, students and families will be able
to fill out the FAFSA three months earlier—in
October—so they can understand the financial
resources available for them as they are apply-
ing to college. Families filling out the FAFSA in
October 2016 will be able to fill it out immediate-
ly by electronically retrieving information from
their 2015 tax returns. Families and students
will no longer have to wait until the next year’s
tax season to finalize their FAFSAs and to learn
about their financial aid. The Administration is
working with college financial aid officers and
State aid programs to ensure that they align
their financial aid awards with the new Federal
schedule so students have as much information
as possible early in their college search process.
These changes—coupled with further FAFSA
simplification proposals in the Budget—could
encourage hundreds of thousands of additional
students to apply for and claim the aid they are
eligible for.

Making Two Years of Community College
Free for Responsible Students. The Budget
ensures all Americans have the opportunity to
pursue and succeed in higher education, with
a goal of making at least two years of college
as universal as high school. America’s College
Promise (ACP) would provide funding to sup-
port community colleges, as well as four-year
Historically Black Colleges and Universities and
other Minority-Serving Institutions, that under-
take a set of reforms to improve the quality of
their programs of study. The funding provided
under ACP will offset tuition—fully in communi-
ty colleges—Dbefore the application of Pell grants
or student loans. This would allow students who
qualify for Pell grants to use financial aid to cov-
er additional costs, such as academic supplies
and living expenses.

Since the President announced his plan,
Tennessee’s free community college program,
Tennessee Promise, has helped increase enroll-
ment in State colleges by over 4,000 students.
Ten additional States and communities have
created programs to provide free community
college, including legislation enacted in Oregon
and Minnesota, and new initiatives in Rhode
Island, Richmond and Scotland Counties in
North Carolina, and at Sinclair Community
College (OH), Harper College (IL), Community
College of Philadelphia (PA), Milwaukee Area
Technical College (WI), Madison Area Technical
College (WI), and Ivy Tech Community College
(IN). Furthermore, legislation creating free com-
munity college has been introduced at the State
level in at least 12 States.

There is Federal momentum as well. Senator
Baldwin (WI) and Representative Scott (VA)
have proposed the America’s College Promise
Act of 2015.

Building Effective Education and Training
in High-Demand Fields. In addition to America’s
College Promise, the Budget includes $75 million
for a complementary tuition-free investment in
the American Technical Training Fund (ATTF).
The ATTF would provide competitive grants to
support the development, operation, and expan-
sion of innovative, evidence-based, tuition-free
job training programs in high-demand fields
such as manufacturing, health care, and IT.

Promoting Completion through Pell Grants.
The Budget continues the President’s commit-
ment to college affordability by ensuring that Pell
Grants keep pace with inflation and by investing
in new efforts that promote college completion.
Data show that degree completion is critical to
ensuring that the time and money invested in
college pays off for students.

To promote completion, the Budget puts for-
ward three important Pell Grant policies.

o Pell for Accelerated Completion. The Budget
proposes to allow students to earn a third
semester of Pell grants in an academic year
so they can take courses year-round and
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make steady progress toward their degrees.
The “year-round” Pell option was previously
available to students, but cost more than
anticipated and was eliminated in 2011 to
preserve funding for the basic Pell award
and close a funding shortfall. The Budget
proposes to reinstate year-round Pell, but
with changes to ensure that the additional
aid is facilitating timely completion of a de-
gree. In particular, the Budget proposes to
allow students to access a third semester of
Pell during a year if they have already com-
pleted a full-time course load of 24 credits to
ensure that the third semester of eligibility
is assisting students to accelerate progress
toward completion.

e Incentivizing Students to Take 15 or
More Credits. Since the beginning of the
Administration, the President has increased
the maximum Pell Grant by more than
$1,000. To further incentivize students to
enroll in enough credits to complete degree
programs on time, the Budget proposes to
increase the Pell Grant by an additional
$300 for students taking at least 15 credit
hours per semester in an academic year, the
number of credits typically required for on-
time completion.

e Incentivizing Colleges to Do More to Promote
Completion. The Budget recognizes that
schools themselves can and should do more
to help disadvantaged students succeed in
college and graduate. The Budget provides a
College Opportunity and Graduation Bonus
to schools that ensure that a large share of
students receiving Pell Grants finish their
degrees and to schools that improve their
performance on this important metric of
success.

Seeding Innovation. The Budget provides
$100 million for the First in the World program
(FITW) to develop, test, and scale-up new and
promising strategies to help more students
complete high-quality, affordable degrees. This
proposal builds off of $60 million invested in
2015, and expands FITW to allow for greater
piloting at-scale to facilitate wider adoption
of evidenced-based practices that successfully

support student persistence and lead to college
completion. This investment is critical to en-
sure that students facing significant barriers
to degree completion, such as adult learners
and low-income students, can benefit from the
cutting-edge research on student success at col-
leges and universities across the Nation.

Further Simplifying the FAFSA. While
significant progress has been made in simplifying
the FAFSA, many of the most time-consuming
questions that remain cannot be completed with
IRS data because they require information that
is not reported on tax returns. To answer those
burdensome questions, affected students have
to collect information about assets and untaxed
forms of income from multiple sources—even
though these questions have little or no impact
on aid eligibility in the vast majority of cases.
The Budget proposes to eliminate up to 30 bur-
densome and unnecessarily complex questions,
shortening the FAFSA application substantially,
and making it easier for students and families to
access critical resources to pay for college.

Ensuring High-Quality Service for Students
and Borrowers. The Budget provides $1.6 bil-
lion for the Office of Federal Student Aid, which
is responsible for administering the more than
$140 billion in new financial aid made available
each year to students at over 6,000 colleges
and universities. This funding would be used
to implement the Administration’s ongoing ef-
forts to ensure that student loan contractors
provide high-quality loan servicing to students.
These funds would also allow the Department
of Education to provide enhanced oversight
and strengthen enforcement activities, such as
pursuing schools that engage in deceptive or
misleading practices toward students, including
veterans. Funds would also be used to provide
students and families with clear information
about how students who attend different colleges
fare.

Creating Business Partnerships to
Strengthen Community Colleges. The
Budget also proposes a new tax credit to en-
courage businesses to invest in strengthening
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community college programs. While many
regions face a shortage of skilled workers, com-
munity colleges providing training for in-demand
fields often lack the needed regular investments
in up-to-date equipment and highly-skilled in-
structors to meet the needs of employers and
students. Under this proposal, businesses that
help community colleges fill in these investment
gaps would be eligible for up to $5,000 for each
graduate they hire. Investing in workers’ skills—
just as they invest in research, development, and
physical equipment—is one way that businesses
can promote long-term, shared growth.

Streamlining and Expanding Higher
Education Tax Incentives. The Budget would
streamline and expand education tax benefits
by: 1) consolidating the Lifetime Learning
Credit into an expanded AOTC; 2) exempting
Pell Grants from taxation and the AOTC calcu-
lation; and 3) eliminating tax on student loan
debt forgiveness, while repealing the compli-
cated student loan interest deduction for new
borrowers.

TRAINING AMERICANS FOR THE JOBS OF THE FUTURE

The record-setting 70 months of job growth in
the United States reflects the strength of one of
our Nation’s greatest assets: a skilled, educated,
and adaptable workforce. In the new econo-
my, technology is allowing businesses to locate
anywhere. In deciding where to locate jobs, em-
ployers seek the most educated, adaptable, and
nimble workforce. A nation’s ability to ensure a
steady and consistent pipeline of highly skilled
workers is one key ingredient to helping its econ-
omy grow and thrive. One of the surest paths to
ensuring that the economy works for everyone is
to expand access to job training and education
for in-demand skills.

The Budget builds on the plan that the
Administration released in July 2014 for a
job-training system that, as the President has
laid out, “trains our workers first based on
what employers are telling us they’re hiring
for and helps business design training pro-
grams so that we’re creating a pipeline into jobs
that are actually out there.” Since July 2014,
agencies have awarded more than $1 billion in
job training grants that incorporate seven es-
sential elements that matter most for getting
Americans into better jobs—stronger employer
engagement, work-based learning approaches,
better use of labor market information, ac-
countability for employment outcomes, more
seamless progression between education and
jobs, expansion of key support services, and re-

gional partnerships. The Budget continues to
support job-driven training.

Supporting Implementation of the
Workforce Innovation and Opportunity
Act (WIOA). Over the last several years, the
Congress and the Administration have worked
together to improve the Nation’s job training
system, including through the enactment and
implementation of the bipartisan WIOA, which
encompasses programs that serve about 20 mil-
lion people annually. The reforms supported by
WIOA—such as accountability for business en-
gagement and new requirements to measure and
report program outcomes—are allowing us to do
more to make sure that training programs match
in-demand jobs. The Budget helps to realize the
goals of WIOA by funding the core Department of
Labor (DOL) WIOA formula grants at their full
authorized level—a $138 million, or five percent,
increase over the 2016 enacted level. The Budget
also gives DOL and States the funding they need
to oversee and implement the extensive changes
envisioned in the law. The Budget includes a
$40 million investment to build State and local
capacity to track the employment and educa-
tional outcomes of WIOA program participants,
and give those seeking training meaningful in-
formation—including past participants’ success
in finding jobs—so they can make good choices
about which program would best prepare them
for the labor market.
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Building a System of Apprenticeships.
Apprenticeship is a proven strategy for prepar-
ing workers for careers. On average, apprentices
who finish their program earn $50,000 a year
and increase their lifetime earning potential
by $300,000. The Administration has success-
fully expanded this proven model. There are
now 75,000 more apprentices in training than
when the President first launched the American
Apprenticeship Initiative in 2014. The Budget
further invests in this proven strategy, sustain-
ing the new $90 million in grants provided in
2016—a landmark investment—and adding a
$2 billion mandatory Apprenticeship Training
Fund. These investments would help meet the
President’s goal to double the number of ap-
prentices across the United States, giving more
workers the opportunity to develop job-relevant
skills while they are earning a paycheck.

Creating an American Talent Compact.
A key to successful job training is ensuring that
employers and training providers—including
the Nation’s community and technical colleges—
work together so that students learn the skills
needed for jobs and careers that are available
in their communities. The Budget puts forward
a substantial investment in this high-quality
training by providing $3 billion in mandatory
competitive funding for regional partnerships
between workforce boards, economic develop-
ment organizations, employers, K-12 career and
technical education programs, and community
colleges with the goal of training a half million
people and placing them into jobs in high de-
mand sectors.

Reconnecting Workers to Jobs. The Ad-
ministration makes significant investments to
reach those who have been left on the sidelines of
the economic recovery. The Budget provides $1.5
billion in mandatory funding to States to fund
Career Navigators in American Job Centers to
proactively reach out to all people who have been
unemployed for six months or more, those who
have dropped out of the labor force altogether, and
people who are only able to find part-time work.
These Career Navigators would help workers
look for a job, identify training options, and ac-

cess additional supportive services. The Budget
also includes almost $190 million in discretion-
ary funding to provide in-person reemployment
services to the one-third of Unemployment
Insurance (UI) beneficiaries most at risk of ex-
hausting their benefits, as well as all returning
veterans who are receiving Ul. Evidence sug-
gests these services are a cost-effective strategy
that gets workers back into jobs faster with high-
er wages.

Empowering Workers, Training Providers,
and Employers through Better Data. Each
year, millions of Americans choose education and
training programs with very little high-quality
information and advice to go on. In a recent
survey, only 40 percent of people knew post-grad-
uation job placement rates before entering
post-secondary education, and at most commu-
nity colleges and secondary schools there is only
one academic adviser per 800 to 1,200 students.
One of the main tools we have to ensure that
workers are making the best investments of
time and money is empowering them with good
data and information to make smart choices.
In pursuit of that goal, the Budget proposes a
$500 million mandatory Workforce Data Science
and Innovation Fund that would invest in data
systems in States to enable them to create
easy-to-understand scorecards that provide key
data on training participants’ outcomes. In con-
junction with the Departments of Commerce and
Education, DOL would also develop new data
standards, analytical data sets, and open source
data products on jobs and skills to spur contin-
ued market innovation and provide key labor
market actors with a more comprehensive view
of local labor market demand. Finally, the Fund
would establish a Center of Excellence with a
best-in-class team of private sector researchers,
statisticians, data scientists, and innovators to
help States and localities find new ways to use
technology and data analytics to improve train-
ing programs and consumer choice.

Opening Doors for Youth. Today, approx-
imately six million Americans between the
ages of 16 and 24 are out of school and work—a
tremendous untapped resource for the Nation.
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Despite talent and motivation, these young
Americans lack access to the education and
training that can provide them with a pathway
to better jobs and careers with advancement
opportunities. The enactment of WIOA took a
step toward addressing this problem by requir-
ing that a minimum of 75 percent of WIOA Youth
program funds be directed to out-of-school youth.
The Budget fulfills this promise by fully funding
the youth program at its authorized level, which
would result in approximately $560 million in
funding for out-of-school youth.

In addition, the Budget invests $5.5 billion
in mandatory funding to engage young people
in education and the workforce and set them
on a path to a better future. Of this, $3.5 bil-
lion is devoted to giving more American youth
the valuable experience of a paid learning op-
portunity; this includes $1.5 billion to support
summer job opportunities, and $2 billion to
create year-round first jobs for nearly 150,000
opportunity youth—those who are currently
out-of-school and out-of-work but ready to take
on a work opportunity. A critical component to
the success of these programs is a strong focus
on financial empowerment. To that end, all
grantees receiving funds to support summer job
opportunities or provide first jobs for opportuni-
ty youth must help participants establish bank
accounts and directly deposit wages into those
accounts. These accounts must be established
with reputable banks and be affordable to youth.
The accounts would be a tool to allow youth to
learn sound money management practices, and
would be used by youth employment programs to
implement high-quality financial literacy educa-
tion for participating youth.

The Budget also provides $2 billion to trans-
form communities struggling with high rates
of youth disengagement, high school dropouts,
and unemployment into places of opportunity
for young adults to help them succeed in school
and the labor force. The program would provide
funds to local governments to locate and reengage
youth, and connect them with the counseling,
support services, employment opportunities, and
education they need to succeed.

Improving Interstate Mobility and
Expanding Access to Jobs for Qualified
Workers. The Budget builds on the investment
provided in the 2016 Consolidated Appropriations
Act (2016 Omnibus) and provides a total of $10
million for grants to States and partnerships
of States to identify and address areas where
occupational licensing requirements create an
unnecessary barrier to labor market entry or mo-
bility and where interstate portability of licenses
can improve economic opportunity, particularly
for dislocated workers, transitioning service
members, veterans, and military spouses.

Protecting Workers

While most employers play by the rules, in
too many cases workers need protection from
employers who cheat workers out of their hard-
earned wages or do not ensure a safe workplace.
The Budget includes $1.9 billion in discretionary
resources to ensure that DOL's worker protection
agencies can meet their responsibilities to defend
the health, safety, wages, working conditions,
and retirement security of American workers.
The Administration continues to pursue a combi-
nation of administrative and legislative actions
to strengthen these laws and their enforcement,
so workers can earn family-sustaining wages,
be protected from discrimination, and return
home safely at the end of a day’s work. The
Administration continues to support workers by:

Ensuring Workers Get Fair Pay for a Fair
Day’s Work. The Budget provides $277 million
to enforce laws that establish the minimum
standards for wages and working conditions in
many of the workplaces in the United States,
particularly in industries where workers are
most at risk. The Budget also expands funding
for efforts to ensure that workers receive back
wages they are owed and cracks down on the
illegal misclassification of some employees as in-
dependent contractors, a practice that deprives
workers of basic protections like unemployment
insurance, workers’ compensation, and overtime

pay.
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Keeping Workers Safe. The Budget provides
almost $1 billion for the Occupational and Mine
Safety and Health Administrations (OSHA and
MSHA) to ensure workers are protected from
health and safety hazards on the job. In particular,
the Budget provides resources to enhance safety
and security at chemical facilities and improve re-
sponse procedures when major incidents at these

sites occur. The Budget also includes funds for
OSHA to enforce the more than 20 whistleblower
laws that protect workers from discrimination and
retaliation when they report unsafe and unscrupu-
lous practices. The Budget also provides MSHA the
resources it needs to meet its statutory obligation to
inspect every mine and address the risks posed to
miners by the Nation’s most dangerous mines.

fight other attempts to roll back Wall Street Reform.

Leveling the Playing Field through Wall Street Reform

In response to the destabilizing 2008 financial crisis, the Administration achieved landmark reform of
the Nation’s financial system in 2010 with enactment of the Dodd-Frank Wall Street Reform and Consumer
Protection Act (Wall Street Reform). In the years since enactment, Federal agencies have helped make home,
auto, and short-term consumer loan terms fairer and easier to understand for consumers, improved the trans-
parency of financial markets, and made the system more resilient to downturns. These actions are already
curbing excessive risk-taking, closing regulatory gaps, and making our financial system safer and more re-
silient. However, the financial services industry continues to rapidly evolve, expand and grow more complex.
The agencies charged with establishing and enforcing the rules of the road are hampered by budget limita-
tions. For example, resource constraints have forced the Commodity Futures Trading Commission (CFTC) to
delay and even cut back on its examination of clearinghouses, critical points of systemic risk in our financial
system. Similarly, without adequate staffing the Securities and Exchange Commission (SEC) is not able to
examine investment advisors as frequently as it should, introducing significant risk to investors and the econ-
omy. To match these growing challenges and strengthen regulation of the financial system, the President is
calling for doubling the funding of these agencies from their 2015 levels by 2021.

The Budget’s 2017 down payment toward the five-year doubling target includes $1.8 billion for the SEC
and $330 million for the CFTC. The Budget also reflects continued support for legislation to enable funding
the CFTC through user fees like other Federal financial and banking regulators. Fee funding would shift the
costs of regulatory services provided by the CFTC from the general taxpayer to the primary beneficiaries of
the CFTC’s oversight, and fee rates would be designed in a way that supports market access, liquidity, and
the efficiency of the Nation’s futures, options on futures, and swaps markets. Increasing the transaction fees
that currently fund the SEC would particularly fall on high-frequency trading. In addition, the Budget takes
other steps designed to reduce risk in the financial sector, such as leveling a fee on the largest financial firms
on the basis of their liabilities. The Administration will also continue to oppose efforts to restrict the funding
independence of the other financial regulators, including the Consumer Financial Protection Bureau, and will

To finish addressing the weaknesses exposed by the financial crisis, the Government must reform the
housing finance system and move forward to wind down the Government-sponsored enterprises (GSEs),
Fannie Mae and Freddie Mac, which have been in conservatorship since September 2008. As part of the
2016 Omnibus, the Congress included a provision that limits the ability to return to the dysfunctional system
in effect prior to conservatorship, and reinforces the need to enact comprehensive reform. A bipartisan bill
developed in the Senate in the previous session includes many of the Administration’s key housing finance re-
form principles, including ensuring that private capital is at the center of the housing finance system, and that
the new system supports affordable housing through programs such as the Housing Trust and Capital Magnet
Funds. The President stands ready to work with Members of Congress in both parties to enact commonsense
housing finance legislation that embodies these core principles. (For additional discussion of the GSEs, see
the Credit and Insurance chapter in the Analytical Perspectives volume of the Budget.)
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MAKING THE 215" CENTURY ECONOMY WORK FOR WORKERS

The economy and the Nation’s workforce have
changed significantly since the 1930s when
many core worker protections and benefits, like
unemployment insurance, were first established.
Today, women are almost twice as likely to be in
the workforce as they were eight decades ago and
the issues of the intersection of work and fami-
ly are more widely recognized. New industries
and ways of organizing work continue to emerge.
As the nature of work continues to evolve, it is
important that we update key worker benefit
structures to ensure that workers in the 21%t
Century economy can balance work and family
obligations, save for retirement, and are protect-
ed during temporary periods of unemployment
and upon return to work.

Helping Workers Balance
Work and Family

Expanding Access to Quality Child Care
for Working Families. The Budget reflects the
President’s commitment to quality, affordable
child care, which research shows can increase
parents’ employment and earnings and promote
healthy child development. The Budget invests
$82 billion in additional mandatory funding
over 10 years to ensure that all low- and moder-
ate-income working families with children ages
three or younger have access to quality, afford-
able child care. This landmark proposal makes
significant investments in raising the quality of
child care, including investments to improve the
skills, competencies, and training of the child
care workforce, and a higher subsidy rate for
higher quality care. This increase in the subsi-
dy rate, paired with investments in workforce
development, would improve the quality of care
that children receive in part by allowing for more
adequate compensation of child care workers.

The Budget also provides $200 million in dis-
cretionary funding above the 2016 enacted level.
This funding would help States implement the
policies required by the new bipartisan Child
Care and Development Block Grant Act of 2014,
designed to improve the safety and quality of
care while giving parents the information they

need to make good choices about their child
care providers. The new funding would help
States improve quality while preserving access
to care. The additional funding in the Budget
would also go toward new pilot grants to States
and local communities to help build a supply of
high-quality child care in rural areas and during
non-traditional hours. These grants focus on
what low-income working families need most—
high-quality, affordable care that is close to home
and available during the hours they work and on
short notice.

Cutting Taxes for Middle-Class Families
with Child Care Expenses. The current tax
benefits for child care are unnecessarily complex
and provide too little help for families facing
high child care costs. To ensure that all working
families have access to high-quality, affordable
child care, the Budget streamlines child care
tax benefits, extends the child care tax credit to
more middle-class families, and triples the max-
imum child care credit for families with young
children, increasing it to $3,000 per child. This
would benefit 5.3 million families, helping them
cover child care costs for 6.9 million children, in-
cluding 3.6 million children under five. This tax
proposal complements the other substantial in-
vestments to improve child care quality, access,
and affordability.

Encouraging State Paid Leave Initiatives
and Creating Paid Leave for Federal
Workers. Too many American workers face the
difficult choice between caring for a new baby or
sick family member and a paycheck they desper-
ately need. The Family and Medical Leave Act
allows many workers to take job-protected un-
paid time off to care for a new baby or sick family
member, or tend to their own health during a
serious illness. However, millions of families
cannot afford to use unpaid leave.

The United States is the only industrialized
nation in the world that fails to offer workers
paid maternity leave. Evidence shows that the
availability of paid maternity leave increas-
es the likelihood that mothers return to their
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jobs following the birth of a child, in addition to
producing better outcomes for infants, yet em-
ployers are not required to offer paid leave in
most States.

A handful of States and localities have enacted
policies to offer paid family leave, and the Federal
Government can encourage more States to follow
their lead. The Budget includes more than $2 bil-
lion for the Paid Leave Partnership Initiative to
assist up to five States to launch paid leave pro-
grams, following the example of California, New
Jersey, and Rhode Island. States that choose
to participate in the Paid Leave Partnership
Initiative would be eligible to receive funds for
the initial set up and three years of benefits. The
Budget also includes funding for grants to help
States and localities conduct analysis to inform
the development of paid family and medical
leave programs. These grants have helped re-
cipients obtain the information they needed to
understand how a paid family leave policy could
work in their communities.

The Budget also proposes legislation that
would offer Federal employees six weeks of paid
administrative leave for the birth, adoption, or
foster placement of a child. In addition, the pro-
posal would make explicit the ability for mothers
and fathers to use sick days to bond with a healthy
new child. This proposal is part of a broader
effort to expand the availability of paid family
leave for the Federal workforce, and establish a
Federal family leave policy that is on par with
leading private sector companies and other in-
dustrialized nations so that the Government can
recruit and retain the best possible workforce to
provide outstanding service to American taxpay-
ers. These proposals complement the President’s
executive actions to expand paid leave for em-
ployees of Federal contractors.

Helping the Paychecks of Families Go
Further. The Budget helps families’ paychecks
go further by cutting taxes for middle-class
families when both spouses work. Two-earner
couples can face higher marginal tax rates when
both spouses work, even though the family incurs
additional costs from commuting, profession-

al expenses, child care, and, increasingly, elder
care. The Budget proposes a new, simple second
earner credit of up to $500 that recognizes the
additional costs faced by families in which both
spouses work. A total of 23.4 million couples
would benefit from this proposal.

In addition, the Budget proposes a $100 mil-
lion Financial Innovation for Working Families
Fund within the Department of the Treasury to
encourage the development of innovative pri-
vate-sector financial products that would help
low- to moderate-income workers build up “rainy
day” reserves and provide a buffer against shocks
to income and spending needs. Funds would be
awarded to financial institutions and interme-
diaries that provide strong evaluation plans for
promising programs.

Helping All Workers Save
for Retirement

Our system of retirement benefits has not
kept pace with a rapidly evolving economy.
Approximately half of workers employed by
firms with fewer than 50 workers and fewer than
one-quarter of part-time workers have access to
workplace retirement plans. Workers without
access to a plan at work rarely save for retire-
ment: fewer than 10 percent of workers without
access to a workplace plan contribute to a retire-
ment savings account on their own.

Helping Workers without Access to
Workplace Retirement Plans. The Budget in-
cludes the following proposals that would make
saving easier for millions of Americans currently
without employer-based retirement plans:

e Automatically Enroll Americans without
Access to a Workplace Retirement Plan in an
Individual Retirement Account (IRA). Under
the proposal, every employer with more
than 10 employees that does not currently
offer a retirement plan would be required
to automatically enroll their workers in
an IRA. Employers would not be required
to contribute to the plan, and individuals
would have the ability to opt out. There is
strong evidence that making enrollment the
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default option results in greater participa-
tion. Under the proposal, approximately 30
million Americans would be automatically
enrolled in an TRA. Other individuals not
automatically enrolled could participate so
long as they fall below the income cutoff,
and could continue to make their own con-
tributions even if they change jobs.

Provide Tax Cuts for Auto-IRA Adoption,
and for Businesses that Choose to Offer
More Generous Employer Plans or Switch to
Auto-Enrollment. To minimize the burden
on small businesses, the Budget’s auto-IRA
proposal would provide any employer with
100 or fewer employees who offers an au-
to-IRA a tax credit of up to $4,500. The
Budget also proposes to triple the existing
“startup” credit and extend it to an addition-
al year, so small employers who newly offer
a retirement plan would receive a tax credit
of up to $6,000, enough to offset adminis-
trative expenses. Furthermore, because
auto-enrollment is the most effective way to
ensure workers with access to a plan partic-
ipate, small employers who already offer a
plan and add auto-enrollment would get an
additional tax credit of $1,500.

Expand Retirement Savings Options for
Long-Term, Part-Time Workers. Part-time
workers are much less likely to have access
to a retirement plan compared to their full-
time colleagues, in part because employers
can exclude them from participation. The
Budget would provide approximately one
million individuals with access to retirement
plan coverage by requiring that employees
who have worked for an employer at least
500 hours per year for at least three consec-
utive years be eligible to participate in the
employer’s existing plan. Employers would
not be required to offer matching contribu-
tions and participation by employees would
be voluntary.

Encourage State Retirement Savings
Initiatives. Many States have been explor-
ing options for creating retirement accounts
for workers in the private sector who do
not otherwise have access to a workplace

retirement plan. Several States have cre-
ated their own auto-IRAs or retirement
marketplaces connecting small businesses
and their employees to existing investment
vehicles, with approximately 20 more con-
sidering similar measures or an alternative
approach that would create a State-based
401(k). The Department of Labor has pro-
posed regulations and guidance to provide
a path forward for State retirement savings
programs consistent with the Employee
Retirement Income Security Act. To further
State efforts, the Budget sets aside $6.5 mil-
lion to allow a handful of States to pilot and
evaluate State-based 401(k)-type programs
or automatic enrollment IRAs.

Increase Coverage by Supporting New, More
Flexible Benefit Models. To expand access
to retirement and other benefits, particular-
ly for the self-employed and workers who
frequently change employers, the Budget
provides for the creation of open multiple
employer plans (open MEPs) that allow
multiple employers to offer benefits through
the same administrative structure, but with
lower costs and less fiduciary burden. The
Budget proposes to remove the current
requirement of a “common bond” between
employers while adding significant new
worker safeguards, thereby enabling more
small businesses to offer cost-effective,
pooled plans to their workers and potential-
ly facilitating pooled plans of self-employed
individuals. As an added benefit, if an
employee moves between employers par-
ticipating in the same open MEP, or is an
independent contractor participating in a
pooled plan using the open MEP structure,
then he can continue contributing to the
same plan even if he switches jobs. The
Budget also funds pilots for States and non-
profits to design, implement, and evaluate
new approaches to expand retirement and
other employer-provided benefit coverage,
with a focus on developing models that are
portable across employers and can accommo-
date contributions from multiple employers
for an individual worker. Policies proposed
in this Budget, as well as past Budgets, to
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expand access to IRAs should also increase
portability since workers can continue con-
tributing to their IRA even if they change
jobs, though their employers cannot.

Finally, recognizing the challenges workers
face in this new economy, the President proposes
to allow long-term unemployed individuals to
withdraw up to $50,000 per year for two years
from any tax-preferred retirement account so
they can draw upon their savings, not go further
into debt, to make ends meet.

Protecting Workers’ Retirement Security.
The Pension Benefit Guaranty Corporation
(PBGC) acts as a backstop to insure pension
payments for workers whose companies or plans
have failed. PBGC’s single-employer program
covers plans that are sponsored by an individu-
al company; the multiemployer program covers
plans maintained pursuant to one or more collec-
tive bargaining agreements involving more than
one unrelated employer. Both programs are un-
derfunded, with combined liabilities exceeding
assets by $76 billion at the end of 2015. While
the single-employer program’s financial position
is projected to improve over the next 10 years, in
part because the Congress has raised premiums
in that program several times in recent years,
the multiemployer program is projected to run
out of funds in 2024. Particularly in the multi-
employer program, premium rates remain much
lower than what a private financial institution
would charge for insuring the same risk and well
below what is needed to ensure PBGC’s solvency.

To address these concerns, the Budget pro-
poses to give the PBGC Board the authority to
adjust premiums. The 2016 Budget proposed to
raise premiums by $19 billion, with premiums
to be split between the multiemployer and sin-
gle-employer programs based on the size of their
deficits. Given the $4 billion in recent premium
increases enacted in the Bipartisan Budget Act of
2015, and the single-employer program’s improv-
ing financial projections, the Budget directs the
Board to raise $15 billion in additional premium
revenue within the Budget window only from the
multiemployer program. The Administration
believes additional increases in single-employer

premiums are unwise at this time and would
unnecessarily create further disincentives to
maintaining defined benefit pension plans. This
level of additional multiemployer premium
revenue would nearly eliminate the risk of the
multiemployer program becoming insolvent over
the next 20 years.

The Budget assumes that the Board would
raise these revenues by using its premium-set-
ting authority to create a variable-rate premium
(VRP) and an exit premium in the multiem-
ployer program. A multiemployer VRP would
require plans to pay additional premiums based
on their level of underfunding—as is done in the
single-employer program. An exit premium as-
sessed on employers that withdraw from a plan
would compensate the PBGC for the additional
risk imposed on it when healthy employers exit.

Helping Workers Who Lose Their
Jobs and Reducing Job Loss

The Budget proposes a cost-neutral suite
of reforms to strengthen and modernize the
Unemployment Insurance (UI) program. UI
provides critical income support to unemployed
workers. But after cutbacks in coverage by
States and broader changes in the evolving
economy, fewer than one out of every three un-
employed workers today receives Ul benefits,
the lowest level in half a century. The Budget’s
reforms would address this by providing cover-
age for more workers—including more part-time
workers, low-wage and intermittent workers,
and workers who must leave a job for compel-
ling family reasons. The Budget would also
help unemployed workers get back to work more
quickly; reform UI to help prevent layoffs; make
the UI program more responsive to economic
downturns; and shore up the solvency of State Ul
programs so they are prepared if unemployment
in their State rises. In addition, the Budget es-
tablishes wage insurance to help workers make
ends meet if a new job pays less than an old one
while encouraging workers to get off the sidelines
quickly and stay in the workforce. The goal is a
modernized, well-funded UI program that better
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serves the diverse set of workers in today’s econ-
omy and better supports economic recoveries.

UI Solvency. Three out of five State UI
programs are insolvent, and only 20 States
have sufficient reserves to weather a single
year of recession. Low State reserves remain
a serious threat to Ul for working Americans.
The President’s proposal would put State un-
employment insurance programs on a path to
permanent solvency while ensuring they have
sufficient reserves to weather the next economic
crisis. The proposal would modernize Federal
unemployment insurance taxes and hold States
accountable for maintaining sufficient reserves
to provide benefits for at least six months of an
average economic recession.

Expanded Access to Ul Benefits and
Services. The Budget makes changes to ensure
that Ul benefits and reemployment opportunities
are available to more workers who need them.
The Budget requires Ul coverage for part-time
workers and those who must leave a job due to
compelling family reasons like domestic violence
or family illness, and mandates the provision of at
least 26 weeks of benefits, so workers have time
to get back on their feet. Building on the success
of the Recovery Act, the Budget also includes
a $5 billion Modernization Fund to incentivize
States to make other improvements in their Ul
programs’ coverage, benefits, and connection to
work. Through the Modernization Fund, States
would be encouraged to allow workers to retool
their skills to prepare for new job opportunities
while receiving Ul benefits and to create appren-
ticeship and on-the-job training programs to
help the unemployed get back to work.

Wage Insurance. Wage insurance would
provide a safety net for workers who lose their
jobs and become reemployed at lower wages
at least initially, often in new industries. The
Budget proposes establishing wage insurance
for all workers with at least three years of job
tenure who are laid off and become reemployed
in a lower-paying job at less than $50,000 per
year. Wage insurance would pay half of the dif-
ference between the previous wage and the new

wage, up to a maximum of $10,000 over a period
of two years. The goal of the program is two-fold:
help workers who return to work at lower wages
on a temporary basis as they gain a foothold in
their new jobs and provide workers an incentive
to return to work, even if they must take a pay
cut relative to their former employment.

Work Sharing. Work-sharing programs,
also known as Short Time Compensation (STC),
encourage employers to avoid layoffs by tempo-
rarily reducing hours when their need for labor
falls and providing employees with a partial Ul
benefit to help compensate for their lower wag-
es. Aided by incentives that were enacted in the
Middle Class Tax Relief and Job Creation Act of
2012, about half the States are now operating
STC programs. The Budget seeks to expand on
this progress by renewing expired incentives for
States to enact programs, providing for a 50-50
Federal cost share for STC benefits when State
unemployment is high, and encouraging em-
ployers to use STC by allowing States to reduce
employers’ Ul taxes for the portion of benefits
that is paid by the Federal Government.

Extended Benefits During Recessions.
The Budget seeks to create a more inclusive and
responsive unemployment system by establish-
ing a new Extended Benefits program to provide
additional benefits during economic downturns.
The new permanent Extended Benefits program
would provide up to 52 weeks of additional feder-
ally-funded benefits for States seeing increased
and high unemployment, with the number of
weeks tied to the State’s unemployment rate.
This new program would ensure that the UI sys-
tem responds quickly, providing critical support
for unemployed workers in States where jobs are
scarce, and helping to reduce the severity of re-
cessions by providing timely economic stimulus.

Addressing Wage Stagnation and
Helping Low-Wage Workers

While economic growth is strong, too many
workers continue to see their wages stagnate,
making it hard for them to get ahead. The Budget
seeks to improve wage growth through a series of
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investments in the Nation’s economy—from in-
frastructure to research and development—and
also includes targeted policies to address wage
stagnation directly.

Raising the Minimum Wage. In a Nation
as wealthy as the United States, no one who
works full time should have to raise his or her
family in poverty. The value of the minimum
wage, which has not increased in more than five
years, has failed to keep pace with the higher
costs of basic necessities for working families.
The Administration supports raising the min-
imum wage so hard-working Americans can
earn enough to support their families and make
ends meet. Raising the minimum wage is good
for workers, their families, and for the economy.
Many companies, from small businesses to large
corporations, recognize that raising wages is
good for their bottom lines because it boosts pro-
ductivity, reduces turnover and increases profits.

The President has already taken an important
step by ensuring that those working on new and
replacement Federal contracts receive a higher
minimum wage. The Administration is encour-
aged that 17 States and the District of Columbia
have passed increases in their minimum wage
since the President called for a minimum wage
increase during his State of the Union address
in February 2013. Those increases will benefit
an estimated seven million workers as of 2017.
As the President continues to encourage States,
cities, and businesses to act, he stands ready to
work with the Congress to pass legislation to
increase the minimum wage for the rest of the
workforce as soon as possible.

Building on the Success of the Earned
Income Tax Credit (EITC) and Child Tax
Credit (CTC). The EITC and CTC are among

the Nation’s most effective tools for reducing
poverty and encouraging people to enter the
workforce. The 2016 Omnibus permanently
extended Recovery Act expansions of the EITC
and CTC for families with children that were
scheduled to expire after 2017. These provisions
provide a tax cut of about $900 on average for 16
million working families a year. Ifthe expansions
had been allowed to expire, more than 16 million
people—including eight million children—would
have fallen into, or deeper into, poverty in 2018.
With the expansions in place, the EITC and CTC
lift more children out of poverty than any other
Federal program.

Because the EITC available to workers with-
out children and to non-custodial parents is so
small, they largely miss out on these antipov-
erty and employment effects of the EITC. The
Budget would double the EITC for so-called
“childless workers”—workers who are not rais-
ing dependent children, as well as noncustodial
parents—and make the credit available to work-
ers with earnings up to about 150 percent of the
poverty line. It would also expand eligibility to
single workers between the ages of 21 and 24 and
ages 65 and 66, so that the EITC can encourage
employment and on-the-job experience for young
adults, as well as older workers, and harmonize
the EITC rules with ongoing increases in the
Social Security full retirement age. The propos-
al would reduce hardship and improve financial
security for 13.2 million low-income workers
struggling to make ends meet, while encourag-
ing and supporting work.

The Budget also proposes providing funding
for an EITC for Puerto Rico as part of a package
to help the Commonwealth recover from an eco-
nomic and fiscal crisis. (See text box below.)
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Addressing Puerto Rico’s Economic and Fiscal Crisis

The Commonwealth of Puerto Rico is in the midst of an economic and fiscal crisis which without action
from the Congress could devolve into a humanitarian crisis. The 3.5 million Americans living in Puerto Rico
have endured a decade of economic stagnation. Since 2006, Puerto Rico’s economy has shrunk by more
than 10 percent and shed more than 250,000 jobs. More than 45 percent of the Commonwealth’s residents
live in poverty—the highest poverty rate of any State or territory—and its 12.5 percent unemployment rate
is more than twice the national level. These challenges have sparked the largest wave of outmigration since
the 1950s, and the pace continues to accelerate. More than 300,000 people have left Puerto Rico in the past
decade; a record 84,000 people left in 2014.

Consistent with the Roadmap for Congressional Action on Puerto Rico that the Administration estab-
lished in October 2015, the Budget proposes a series of measures to provide Puerto Rico with the tools it
needs to address its economic and fiscal crisis in a fair, orderly, and comprehensive manner while creating
the foundation for recovery.

The President remains committed to the principle of self-determination for the people of Puerto Rico,
and it is clear from the results of the 2012 referendum on the political status of Puerto Rico that the people of
Puerto Rico want to resolve the issue. We believe that the Congress and this Administration have key roles to
play to help Puerto Rico determine its future status through a fair, clearly defined, and transparent process—
and we believe the outcome of that process should be respected and acted upon in the Congress.

There are four key elements of the Roadmap for Congressional Action on Puerto Rico in the Budget:

1. Provide tools for Puerto Rico to comprehensively address its financial liabilities. The Budget propos-
es to provide Puerto Rico with the necessary tools to restructure its financial liabilities in a fair and orderly
manner under the supervision of a Federal court. Specifically, the Budget proposes a broad legal framework
that allows for a comprehensive restructuring of Puerto Rico’s financial liabilities. This framework should be
reserved exclusively for U.S. territories. As under current law, States would remain ineligible to file for bank-
ruptcy under this or any other bankruptcy regime.

2. Enact strong fiscal oversight and help strengthen Puerto Rico’s fiscal governance. Puerto Rico must
reform its fiscal governance in a credible and transparent way while implementing the changes needed to
achieve financial stability. The Budget proposes to strengthen Puerto Rico’s ability to implement a sound plan
for achieving financial stability while also respecting Puerto Rico’s unique status and local autonomy.

3. Strengthen Medicaid in Puerto Rico and other U.S. territories. To avoid a loss in coverage when one-
time funds from the Affordable Care Act run out, and to better align territory Medicaid programs with the main-
land, the Budget would remove the cap on Medicaid funding in the territories, gradually increase the Federal
support territories receive through the Federal Medicaid match by transitioning them to the same level that
is received on the mainland, and expand eligibility to 100 percent of the Federal poverty level in territories
currently below this level. To be eligible for maximum Federal financial support, territories will have to meet
financial management and program integrity requirements and achieve milestones related to providing full
Medicaid benefits. (See details below in Building on the ACA to Improve Americans’ Health.)

4. Reward work and support growth. The decade-long recession has taken a toll on Puerto Rico’s
finances, its economy, and its people. To reward work and break this vicious cycle, the Budget proposes an
EITC for Puerto Rico. The EITC is already available to Americans living in the 50 States and the District of
Columbia, and providing the EITC in Puerto Rico would create incentives for work and increase participation
in the formal economy.
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TAX REFORM THAT PROMOTES GROWTH AND OPPORTUNITY

A simpler, fairer, and more efficient tax system
is critical to achieving many of the President’s
fiscal and economic goals. At a time when mid-
dle class and working parents remain anxious
about how they will meet their families’ needs,
the tax system does not do enough to reward
hard work, support working families, or create
opportunity. After decades of rising income and
wealth inequality, the tax system continues to fa-
vor unearned over earned income, and a porous
capital gains tax system lets the wealthy shelter
hundreds of billions of dollars from taxes each
year. In a period where an aging population will
put increasing pressure on the Federal budget,
a wide range of inefficient tax breaks prevent
the tax system from raising the level of revenue
the Nation needs. While commerce around the
world is increasingly interconnected, an out-of-
date, loophole-ridden business tax system puts
U.S. companies at a disadvantage relative to
their competitors, while also failing to encourage
investment in the United States.

The Budget addresses each of these challeng-
es. As described above, it reforms and simplifies
tax incentives that help families afford child
care, pay for college, and save for retirement.
The Budget expands tax benefits, like the EITC
for workers without qualifying children, and cre-
ates new benefits, like a second earner tax credit,
that support and reward work. It also makes
important investments in the IRS that will im-
prove taxpayer services, allow the IRS to fairly
enforce the tax code, and takes steps to counter
cybersecurity threats and protect taxpayers from
identity theft.

Closing Tax Loopholes for the
Wealthy, Imposing a Fee on Large
Financial Firms, and Making Sure
Everyone Pays Their Fair Share

The Budget pays for tax reforms that support
work, help middle-class families get ahead, and
reduce the deficit through numerous changes to
make the tax code fairer, simpler, and more effi-
cient, including by closing loopholes that let the
wealthy pay less than their fair share and im-

posing a fee on large financial firms. Specifically,
the Budget would:

¢ Reform the Taxation of Capital Income.

The Budget would reform the taxation of
capital income in two important ways: first,
by increasing the top tax rate on capital
gains and dividends to 28 percent (inclusive
of the 3.8 percent Net Investment Income
Tax (NIIT), the rate at which capital gains
were taxed under President Reagan; and
second, by ending “stepped-up basis,” which
allows hundreds of billions of dollars in
capital gains to avoid income tax, while
preventing undue burdens on middle-class
families and small businesses through var-
ious exclusions.

Impose a Financial Fee. The Budget
would also impose a new fee on large,
highly-leveraged financial institutions.
Specifically, the Budget would raise $111
billion over 10 years by imposing a seven
basis point fee on the liabilities of large U.S.
financial firms—the roughly 100 firms with
assets over $50 billion. By attaching a di-
rect cost to leverage for large firms, this fee
will reduce the incentive for large financial
institutions to use excess leverage, com-
plementing other Administration policies
aimed at preventing future financial crises
and making the economy more resilient.

Limit the Value of Itemized Deductions
and Other Tax Preferences to 28
Percent. Currently, a millionaire who de-
ducts a dollar of mortgage interest enjoys
a tax benefit that is more than twice as
generous as that received by a middle-class
family. The Budget would limit the value
of most tax deductions and exclusions to 28
cents on the dollar, a limitation that would
affect only couples with incomes over about
$250,000 (singles with incomes over about
$200,000).

Close Tax Loopholes. The Budget would
also close a number of inefficient, unintend-
ed, and unfair tax loopholes in the individual
tax code. For example, it would end the “car-
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ried interest” loophole that allows certain
investment fund managers to take advan-
tage of preferential capital gains tax rates
and prevent wealthy individuals from using
loopholes to accumulate huge amounts in
tax-favored retirement accounts.

¢ Ensure that High-Income Individuals
Pay into Medicare. As in 2016, the
Budget proposes to end the loophole that al-
lows some high-paid professionals to avoid
paying Medicare and Social Security payroll
taxes. The Budget further closes gaps be-
tween the Self-Employment Contributions
Act (SECA) tax and the NIIT to ensure that
all high-income individuals fully contribute
to Medicare, either through the NIIT or
through payroll or SECA taxes. Revenue
from the NIIT would be dedicated to the
Medicare Hospital Insurance Trust Fund,
extending Medicare’s long-term solvency by
more than 15 years.

¢ Observe the “Buffett Rule.” As in past
years, the Budget proposes to institute
the Buffett Rule, requiring that wealthy
millionaires pay no less than 30 percent of
income—after charitable contributions—in
taxes. This proposal acts as a backstop to
prevent high-income households from using
tax preferences to reduce their total tax
bills to less than what many middle-class
families pay.

Fixing America’s Broken
Business Tax System

In February 2012, the President proposed
a framework for business tax reform that
would help create jobs and spur investment,
while eliminating loopholes that let companies
avoid paying their fair share. The President’s
framework would cut the corporate rate to 28
percent—with a 25 percent effective rate for
domestic manufacturing—putting the United
States in line with other major countries and

encouraging greater investment here at home.
The rate reduction would be paid for by elimi-
nating dozens of inefficient tax expenditures and
through additional structural reforms. Together,
these reforms would help achieve more neutral
tax treatment of different industries, types of
investment, and means of financing, improving
capital allocation and contributing to economic
growth.

Consistent with that framework, the Budget
proposes a number of reforms that would make
the business tax code fairer and more efficient,
including a detailed international tax reform
plan. The Budget includes improved incentives
for research and clean energy investment and
simplifies and cuts taxes on small businesses—
allowing more than 99 percent of all businesses
to dispense with many of the tax system’s most
complex rules and instead pay tax based on sim-
pler, “cash” accounting.

The Budget details the President’s full plan
for reforming and modernizing the internation-
al business tax system, including a 19 percent
minimum tax on foreign earnings that would
require U.S. companies to pay tax on all of their
foreign earnings when earned—with no loop-
holes or opportunities for deferral—after which
earnings could be reinvested in the United
States without additional tax. It would pre-
vent U.S. companies from avoiding tax through
“inversions”—transactions in which U.S. com-
panies buy smaller foreign companies and then
reorganize the combined firm to reduce U.S. tax
liability—and prevent foreign companies oper-
ating in the United States from using excessive
interest deductions to “strip” earnings out of the
United States. The Department of the Treasury
has taken steps within its authority to reduce
the economic benefits of inversions, but the
President has been clear that the only way to
fully address the issue of inversions is through
action by the Congress.
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PARTNERING WITH COMMUNITIES TO EXPAND OPPORTUNITY

Since the start of the Administration, the
President has called on the Federal Government to
disrupt an outdated, top-down approach to working
with communities, and to think creatively about
how to make the our efforts more user-friendly and
responsive to the ideas and concerns of local citizens.
Too often in the past, innovative efforts to expand
opportunity at the State and local level have been
stymied by less flexible Federal approaches and a
failure to recognize community assets alongside
their challenges. In communities facing limited
local revenues and capacity, the imperative for the
Federal Government to serve as a strong partner
only increases.

The need for this community-level focus and
collaboration is clear. Groundbreaking new
research shows that the place in which a child
grows up has a significant impact on his or her
prospects for upward economic mobility.! A
child’s zip code should never determine her des-
tiny, but today, the neighborhood she grows up
in impacts her odds of graduating high school,
her health outcomes, and her lifetime economic
opportunities. This inequality of opportunity in
childhood is not just a moral failure, it is also
an economic failure for the Nation and its cities
and communities. Every year, the United States
incurs an estimated half-trillion dollar cost as a
result of allowing millions of America’s children
to grow up in poverty.?

Over the course of the past six years, the
Administration has been steadily testing
new ways of working in partnership with the
communities that our programs serve—from
southeastern Kentucky to Fresno, California to
Detroit, and also in Indian Country. These collab-
orative efforts take a comprehensive approach to
community revitalization instead of addressing

! Chetty, Raj and Hendren, Nathaniel, “The Impacts of Neighbor-
hoods on Intergenerational Mobility.” Harvard University, April
2015, available at: http://www.equality-of-opportunity.org/imag-
es/nbhds exec summary.pdf

Holzer, Harry; Schanzenbach, Diane Whitmore; Duncan, Greg; & Lud-
wig, Jens, “The Economic Costs of Poverty: Subsequent Effects of Chil-
dren Growing Up Poor.” Center for American Progress, January 2007,
available at:  https:/cdn.americanprogress.org/wp-content/uploads/is-
sues/2007/01/pdf/poverty_report.pdf

problems in isolation; work with local leaders to
support their vision for their communities; and
embrace creative new solutions to old problems
to learn and apply what works and stop doing
what does not.

The first step in this approach is ensuring that
the Federal Government is working in a coordinat-
ed way across agencies, and then improving how it
interacts with individual communities as a partner.
It also requires investments in the basic building
blocks for program success, such as data infrastruc-
ture to measure outcomes and assess need across
communities. By modernizing Federal programs
to meet urban, suburban, and rural communities
where they are, and updating Federal policies to
respond to the ways that people live, we can better
meet the demands of communities that are striving
for a better quality of life.

Early initiatives such as Strong Cities, Strong
Communities, which strengthens towns, cities,
and regions by improving the capacity of local
governments to develop and execute their local
vision and strategies, and the Neighborhood
Revitalization Initiative, which has helped near-
ly 200 communities pursue local solutions to
revitalize and transform neighborhoods, have
informed many other initiatives and programs
as place-based approaches have spread.

The Budget increases the Administration’s
support for such holistic community solu-
tions through investments that include the
Administration’s Promise Zone initiative, which
establishes partnerships between the Federal
Government, local communities, and businesses
to create jobs, increase economic security, expand
educational opportunities, increase access to
quality, affordable housing, and improve public
safety. The competitively-chosen Promise Zones
are high-poverty urban, rural, and tribal com-
munities that partner with local government,
and business and community leaders to make
investments that reward hard work and ex-
pand opportunity. In exchange, the Federal
Government partners with these communities
to help them secure the resources and flexibility
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they need to help them achieve their goals. To
date, the President has designated 13 Promise
Zones, and seven more will be announced in
2016. The Budget supports all 20 Promise Zones
through intensive, tailored Federal assistance at
the local level. The Budget continues to propose
Promise Zone tax incentives to stimulate growth
and investments in targeted communities, such
as tax credits for hiring workers and incentives
for capital investment within the Zones.

The Budget further supports efforts to
transform distressed communities by expand-
ing the Department of Education’s Promise
Neighborhoods program and the Department
of Housing and Urban Development’s (HUD)
Choice Neighborhoods program. These programs
have already provided critical funding for com-
prehensive and community-driven approaches
to improving the educational and life outcomes
of residents in over 100 distressed communities.
The Budget provides $128 million for Promise

Neighborhoods and $200 million for Choice
Neighborhoods, an overall increase of $130
million over 2016 enacted levels for the two pro-
grams. This additional funding would support
implementation grants for approximately 15
new Promise Neighborhoods and six new Choice
Neighborhoods, and numerous other planning
grants for communities to engage with stake-
holders to create plans for future revitalization.

To support private-sector partnerships and in-
vestments that play a key role in strengthening
communities, the President also proposed to ex-
pand and make permanent the New Markets Tax
Credit, which promotes investments in low-in-
come communities. Under legislation signed
into law by President Obama in December, $3.5
billion in New Markets Tax Credits will be avail-
able annually through 2019. The Budget would
make the program permanent with an annual
allocation of $5 billion.

HOUSING AND HOMELESSNESS

Improving Mobility with Housing
Choice Vouchers. In addition to the stud-
ies mentioned above related to the impact of
poverty on families and children new research
demonstrates moving to higher-opportunity
areas with a rental subsidy can generate large
benefits for children’s long-term earnings and
educational attainment, especially for young
children. These findings have significant pol-
icy implications. Though we must continue to
prioritize revitalizing distressed communities,
this research demonstrates the need to also
invest in and make improvements to HUD’s
Housing Choice Voucher (HCV) program,
which provides rental assistance to over 2.2
million extremely low- to very low-income
households to enable them to rent modest
units in the private market. The goal of the
HCYV program is not only to make decent, safe
and sanitary housing affordable for low-in-
come families, but also to improve the ability
of families to rent in safer neighborhoods with
more jobs and better schools.

The President proposes $20.9 billion for
the HCV program in 2017, an increase of $1.2
billion over the 2016 enacted level, to expand
opportunities for very low-income families. This
includes additional funding for Public Housing
Authorities’ (PHAs) to ensure they have suffi-
cient resources to promote mobility and greater
access to opportunity, as well as cover fundamen-
tal functions, such as housing quality inspections
and tenant income certifications.

In addition, the Budget requests $15 million
for a new mobility counseling pilot designed to
help HUD-assisted families move to and stay in
higher-opportunity neighborhoods. These funds
will be distributed to about 10 regional housing
program sites with participating PHAs and/
or private non-profits over a three-year period
to provide outreach to landlords and counsel-
ing to voucher recipients on the benefits of
opportunity-rich, low-poverty neighborhoods, as
well as facilitate regional collaboration. A portion
of the funding would also support an evaluation
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to measure the impact of the counseling pilot to
further inform the policy process and design.

Ending Homelessness. In 2010, the President
set the ambitious goal of ending homelessness
in America. Since then significant progress
has been made, especially in the area of veter-
an homelessness where the Administration, the
Congress, local leaders, and nonprofit partners
have committed to achieving the goal. Since
2010, the overall number of veterans experienc-
ing homelessness on a single night has declined
by 36 percent. Moreover, the number of home-
less veterans on the streets has been nearly cut
in half. Over 850 mayors, governors, and county
executives have committed to ending veteran
homelessness in their communities through the
Mayors Challenge to End Veteran Homelessness.
In the past year, communities across the Nation,
including Las Vegas, Houston, Philadelphia, and
the Commonwealth of Virginia, have success-
fully ended veteran homelessness—putting in
place systems that ensure veterans and their
families can get back into housing quickly and
permanently if they experience homelessness.

The Nation’s work to end veteran homeless-
ness has proven that ending homelessness is

possible. The Budget sustains funding to support
programs dedicated to ending veteran homeless-
ness, while also providing $11 billion in housing
vouchers and rapid rehousing—a strategy that
helps stabilize families’ housing and then assists
them to become more self-sufficient—over the
next 10 years to reach and maintain the goal
of ending homelessness among all of America’s
families by 2020. This significant investment
is based on recent rigorous research that found
that families who utilized vouchers—compared
to alternative forms of homeless assistance—had
fewer incidents of homelessness, child sepa-
rations, intimate partner violence and school
moves, less food insecurity, and generally less
economic stress. Complementing this manda-
tory proposal, the Budget provides targeted
discretionary increases to address homelessness,
including 25,500 new units of permanent, sup-
portive housing to end chronic homelessness,
10,000 new HCVs targeted to homeless families
with children, $25 million to test innovative proj-
ects that support homeless youth, and 8,000 new
units of rapid re-housing that provides tailored
assistance to help homeless families stabilize in
housing and then assists them to become more
self-sufficient. This investment further builds
the evidence base on this emerging intervention.

Veterans Homelessness Continues to Decline
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STRENGTHENING EFFORTS TO HELP POOR FAMILIES SUCCEED

Between 2012 and 2014 child poverty fell
farther than it had since 2000, indicating that
the economic recovery is starting to improve
prospects for poor families. Still, in 2014, 15.5
million children, or 21.1 percent of all children,
were poor and nearly 6.8 million children lived
in families with cash incomes that fell below half
of the poverty line, or just $785 per month for a
family of three. There is recent evidence showing
that the number of very poor families with chil-
dren living on less than $2 in cash income per
person per day rose sharply after 1996: in 2011,
roughly 1.5 million households had cash income
of less than $2 per person per day.? While non-
cash benefits such as the Supplemental Nutrition
Assistance Program (SNAP), formerly known as
food stamps, helps cushion the hardships these
families face, their cash incomes are so low that
they are at substantial risk of homelessness and
hunger.

Improving the opportunity and economic se-
curity of poor children is both a moral and an
economic imperative. Research shows that
poverty has significant negative impacts on
children’s future prospects. For example, a
large body of recent research finds that when
children’s families are more financially secure,
children are healthier and do better in school.
Importantly, this research shows that when poor
families receive additional income, children’s
outcomes improve. In the 21%* Century economy,
the United States cannot afford for a large share
of its children to have their learning and health
hindered because of poverty.

Twenty years ago, The Personal Responsibility
and Work Opportunity Reconciliation Act of 1996
created the Temporary Assistance for Needy
Families Program (TANF), which replaced the
Aid to Families with Dependent Children pro-
gram. TANF gave States more flexibility in
how they operate their cash welfare program,
put in place work-related requirements that
many States have found overly prescriptive,
and capped and froze Federal funding. A strong

3 Edin, K.J., & Shaefer, H.L. (2015). $2.00 a Day. New York, NY:
Houghton Mifflin Harcourt.

economy, work-supporting policies such as an
expanded EITC and child care assistance, and
changes to cash welfare programs contributed to
an increase in employment rates among single
mothers in the 1990s. However, that progress
stalled and then reversed in the early part of the
2000s, ceding a significant portion of the earlier
gains. In addition, too few families have worked
their way into the middle class, while three mil-
lion children are living on less than $2 a day in
cash income. The rise in children living in such
deep poverty is at least in part due to the de-
clining role of TANF as a safety net. There is
now substantial evidence that further reforms
are needed to meet our 21t Century poverty
challenges.

Given the need to do more to combat pover-
ty and provide opportunity for all children, the
Budget includes several proposals designed to
reduce poverty, assist families in deep poverty
or experiencing a financial crisis, and improve
efforts to help parents find and keep jobs. These
include:

Establishing Emergency Aid and Service
Connection Pilots. For some financially
stressed families, a needed car repair or a week
of missed work due to the flu can bring the family
to the brink of financial collapse—including the
loss of a job or even homelessness. Some families
have already hit bottom, living in extreme pover-
ty without help. The Budget provides $2 billion
for a robust round of pilots to test new approach-
es to providing emergency aid for these families,
including both short-term financial assistance
and connection to longer term supports for those
who need them. Building on the lessons learned
from the rapid rehousing approach, these pilots
will seek to both prevent families from financial
collapse when emergency help, such as fixing a
car or paying a security deposit is needed, and
connect families that need them to services
and supports—such as TANF, employment as-
sistance, SNAP, child care, or Medicaid—that
can help them find jobs, stabilize their families,
and become more financially secure. The pilots
would be rigorously evaluated to inform future
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policy and program decisions at the local, State,
and Federal levels.

Strengthening TANF. TANF was designed
to provide States with more flexibility while
requiring them to engage recipients in work
activities, but after 20 years there is strong
evidence that the program can do more to help
families get back on their feet and work toward
self-sufficiency. Currently, some States use only
a small share of their TANF funds to provide
assistance to very poor families or to help par-
ents find jobs. One major issue that has arisen
is that a large share of poor families with chil-
dren do not get any help at all from TANF, even
when the parents are out of work and the family
has no regular source of income. A particularly
troubling indicator is the decline in the TANF-
to-poverty ratio since TANF’s inception: in 1996,
for every 100 families in poverty, 68 received
TANF assistance; by 2014, that number had
dropped to just 23. Currently, just 32 percent of
families that meet State eligibility requirements
for TANF (such as income and asset rules) ac-
tually receive income assistance. Furthermore,
when families do not receive income assistance,
they also typically lose access to the employment
services that TANF programs provide.

One contributing factor to this drop in help for
poor families is the fact that TANF funding has
remained frozen since it was created in 1996—
after adjusting for inflation, TANF funding to
States has fallen by about one-third over the last
20 years. Even with the resources available, too
few TANF dollars are spent on the core purpos-
es of supporting destitute families and helping
them find jobs. In nearly half the States, the
share of Federal and State TANF funds spent on
basic income assistance to poor families, work
programs, and child care is less than 50 percent.
In addition, some Federal rules limit State flex-
ibility in a way that hinders the effectiveness of
TANF employment programs. Finally, TANF is
not adequately responsive to recessions, which is
why during the Great Recession, the Congress
and the Administration had to create the tem-
porary TANF Emergency Fund (now expired) to

ensure that States had the resources required to
meet the increased need.

In order to address these concerns, the
Budget: 1) increases resources for TANF and
ensures that States meet their State funding
requirements without using funding gimmicks;
2) requires States to spend a majority of their
funds (both Federal TANF funds and the funds
States contribute to TANF) on core purposes of
TANF, defined as welfare-to-work efforts, child
care, and basic assistance, and ensures all TANF
funds are spent on low-income families; 3) calls
for providing States with more flexibility to de-
sign effective work programs in exchange for
holding States accountable for the outcome that
really matters—helping parents find jobs; 4) pro-
poses that HHS be required to publish an annual
measure or measures related to child poverty in
States; and 5) creates a workable countercycli-
cal measure modeled after the effective TANF
Emergency Fund created during the Great
Recession and utilized by governors of both par-
ties. The Budget also builds on a prior proposal
to redirect funds currently in the poorly designed
contingency fund. The proposal would shift
these funds to finance two important innovative
approaches to reducing poverty and promoting
self-sufficiency—subsidized jobs programs, and
two-generation initiatives that seek to improve
employment outcomes of parents and develop-
mental and educational outcomes of children.

Ensuring Adequate Food for Children
throughout the Year. With a consistent focus
on raising a healthier next generation of kids,
the Administration has made historic improve-
ments in child nutrition programs, including
through the Healthy, Hunger Free Kids Act of
2010, which updated nutrition standards for
schools for the first time in 15 years. The Budget
seeks to ensure all children have consistent and
adequate access to nutritious food year round
to learn and grow. During the academic year,
school meals help meet this need for the nearly
22 million low-income children who rely on free
and reduced price school meals. However, only a
fraction of those children receive free and reduced
price meals in the summer months. As a result,
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low-income children are at higher risk of food in-
security and poorer nutrition during the months
when school is out of session. Rigorous evalua-
tions of USDA pilots have found that providing
additional food benefits on debit cards to low-in-
come families with school-aged children during
summer months can significantly reduce food in-
security. The Budget invests $12 billion over 10
years to create a permanent Summer Electronic
Benefits Transfer for Children program that
would provide all families with children eligible
for free and reduced price school meals access to
supplemental food benefits during the summer
months.

Expanding Opportunity for Native
American Youth. In December 2014, President
Obama announced Generation Indigenous, a
Native youth initiative focused on taking a com-
prehensive, culturally appropriate approach to
help improve the lives of and opportunities for
Native youth. The Budget builds on key invest-
ments the Congress made across several agencies
in 2016 to support Generation Indigenous, provid-
ing $40 million at HHS to support youth-focused
behavioral and mental health services, $23 mil-
lion at the Department of Education (ED) for the
Native Youth Community Projects, and $1 billion
for Bureau of Indian Education (BIE) schools.

The additional resources provided in the
Budget for Native youth would ensure that
multiple agencies, including the Departments of
the Interior (DOI), ED, HUD, HHS, USDA, and
Justice (DOJ), are working collaboratively with
Tribes and can successfully implement education
reforms and address issues facing Native youth.

The Budget makes a number of investments
in these priorities, including:

e $1 billion to support DOI’s comprehensive
redesign and reform of the BIE, including
$138 million to improve facilities conditions
and $25 million to extend broadband in-
ternet and computer access at BIE-funded
schools and dormitories;

¢ $20 million for HUD-funded community fa-
cilities to support Native youth and teacher

housing and $8 million for DOI’s efforts to
address teacher housing needs;

¢ $55 million in HHS’s Substance Abuse and
Mental Health Services Administration
and Indian Health Service to support
the Administration’s priority of expand-
ing access to mental health services to
Native youth. The funding would provide
youth-focused behavioral and mental health,
and substance abuse services, and reduce
the number of suicides among Native youth,
which is currently the second leading cause
of death among Native youth ages 8-24 and
occurs at 2.5 times the national rate;

e $26.6 million for HHS’s Administration for
Children and Families to support Native
youth resiliency and leadership devel-
opment, implement special programs to
increase and improve Native American
language instruction across the education-
al continuum, and increase the ability of
Tribes to effectively serve Native youth in-
volved in the child welfare system, as well
as $242 million in mandatory funding over
10 years to strengthen the capacity of trib-
al child welfare systems, including tribal
courts; and

e A $30 million increase to the Native Youth
Community Projects at ED to support com-
munity-driven, comprehensive strategies
to improve college- and career-readiness of
Native youth.

These investments build on current efforts
to better serve Native youth by coordinating
and demonstrating results across the Federal
Government.

Reducing Rural Child Poverty. According
to a 2015 report by USDA’s Economic Research
Service, roughly one in four rural children live in
poverty. Not only is rural child poverty perva-
sive, it is persistent: approximately 80 percent
of persistent child poverty counties—that is,
counties with 20 percent or more of their child
populations living in poverty over the last 30
years—are rural. To address these challenges,
the Budget invests in innovative strategies to
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increase rural families’ access to promising and
evidence-based programs and services. The
Budget makes unprecedented investments in
two-generation approaches—aligning high-qual-
ity early childhood education for children with
high-quality workforce development for parents
to put the entire family on a path to educational
success and permanent economic security. The
Budget provides $20 million for two-generation
demonstration projects within USDA to fight
rural child poverty and $16 million to support
an integrated model for early childhood devel-
opment and parental involvement for American
Indian families in BIE-funded schools. As dis-
cussed above, the Budget also introduces a new
rural home visiting program that complements
HHS’s evidence-based Maternal, Infant, and
Early Childhood Home Visiting program to serve
more high-risk, high-need children and families
in remote rural areas.

Promoting Permanency, Safety, and Well-
Being for Children and Youth in Foster
Care. On any given day, there are more than
400,000 young people in the Nation’s foster care
system, with over 100,000 waiting to be adopted.
The Budget includes a package of investments
designed to do more to prevent the need for foster
care and assist children and families so that chil-
dren can either be reunited with their biological
parents or placed in a permanent home where
they can thrive. The Budget includes funding to
provide critical preventative services to vulner-
able families and children to address hardships
early, keeping more children out of foster care
and with their families, as well as funding to
promote family-based care for children with be-
havioral and mental health needs to reduce the
use of congregate care—which can have negative
effects on children. The Budget also provides
funding to help improve the training and skills
of the child welfare workforce, individuals work-
ing with some of the most vulnerable children
and youth in the Nation, including funding to
help caseworkers obtain a Bachelor or Master’s
degree in social work and incentivize State child
welfare agencies to hire and retain caseworkers

with this specialized education. The Budget
continues to include funding for Tribes to build
their child welfare infrastructure, and for tribal
children and youth removed from their homes to
remain in their communities.

Improving Health Outcomes for Children
and Youth in Foster Care. The Budget contin-
ues to propose a Medicaid demonstration project
in partnership with HHS’s Administration for
Children and Families to encourage States to
provide evidence-based psychosocial interven-
tions to address the behavioral and mental
health needs of children in foster care and reduce
reliance on psychotropic medications to improve
overall health outcomes.

Helping Families Achieve Self-Sufficiency
through the Upward Mobility Project.
The Budget continues to support the Upward
Mobility Project, which would allow up to 10
communities, States, or a consortium of States
and communities more flexibility to use fund-
ing from up to four Federal programs for efforts
designed to implement and rigorously evaluate
promising approaches to helping families achieve
self-sufficiency, improving children’s education
and health outcomes, and revitalizing communi-
ties. Projects will have to rely on evidence-based
approaches or be designed to test new ideas, and
will have a significant evaluation component
that will determine whether they meet a set
of robust outcomes. The funding streams that
States and communities can use in these projects
are currently block grants—the Social Services
Block Grant, the Community Development
Block Grant, the Community Services Block
Grant, and the HOME Investment Partnerships
Program—that share a common goal of promot-
ing opportunity and reducing poverty, but do not
facilitate cross-sector planning and implemen-
tation as effectively as they could. The Budget
also provides $1.5 billion in additional funding
over five years that States and communities can
apply for to help support their Upward Mobility
Projects.



THE BUDGET FOR FISCAL YEAR 2017

59

BUILDING ON THE ACA TO IMPROVE AMERICANS’ HEALTH

For decades, too many Americans went with-
out the security of health insurance. Since the
ACA’s coverage provisions have taken effect,
17.6 million Americans have gained health in-
surance coverage through the Health Insurance
Marketplace, Medicaid, and other sources. Now,
fewer than 1 in 10 Americans lack health insur-
ance for the first time in history. The dramatic
decline in the uninsured rate shows the ACA is
working, making health care more affordable
and accessible for millions of people.

The ACA also provides Americans the econom-
ic security they deserve. Because of the ACA,
American families no longer need to worry about
losing coverage due to economic setbacks, such
as lay-offs or job changes, or due to pre-existing
conditions, such as asthma, cancer, or diabetes.
In addition, health insurance plans cannot bill
patients into debt because of an illness or in-
jury, or limit annual or lifetime dollar benefits.
Americans have benefited from these changes.
For example, the number of people in households
that faced problems paying medical bills fell by
12 million from 2011 to 2015.

Further, the ACA has taken historic and sig-
nificant steps toward putting the Nation back on
a sustainable fiscal course, while laying the foun-
dation for a higher quality health care system. It
is improving the quality of care that Americans
receive and reducing cost growth by deploying
innovative new payment and delivery models
that incentivize more efficient, higher-quality
care.

With the ACA as a solid foundation, the Budget
makes additional health care investments and
reforms to further improve the Nation’s health
care system and the health of all Americans.
With approximately $375 billion in health sav-
ings that will grow over time, the Budget would
extend the exceptionally slow cost growth of re-
cent years. It builds on the dependable health
insurance provided to Medicare, Medicaid, and
Children’s Health Insurance Program (CHIP)
beneficiaries, supports an aggressive agenda to
transform the Nation’s health care delivery sys-

tem into one that better incentivizes quality and
efficiency, reins in growing drug costs while im-
proving quality and transparency, and includes
proposals that extend the life of the Medicare
Hospital Insurance Trust Fund by over 15 years.

Implementing the ACA and
Improving Health Care in America

The Budget fully funds the ongoing imple-
mentation of the ACA and makes a number of
improvements to the health care system.

Supporting Medicaid Expansion. The
ACA expanded affordable health insurance cov-
erage to millions of low-income Americans by
offering significant Federal financial support to
States that expand Medicaid eligibility to non-el-
derly individuals with income below 133 percent
of the poverty line, roughly $26,700 for a family
of three. In the 30 States (and the District of
Columbia) that expanded Medicaid by the end of
2015, the share of people without health insur-
ance has fallen significantly, along with the cost
of uncompensated care. The Budget provides
further incentive for States to expand Medicaid
by covering the full cost of expansion for the first
three years regardless of when a State expands,
ensuring equity between States that already
expanded and those that will expand in the fu-
ture. Previously, the ACA covered the full costs
through calendar year 2016 before gradually re-
ducing the level of support to 90 percent.

Protecting Consumers and Other Reforms.
The Budget makes targeted improvements to
the ACA’s private insurance programs, includ-
ing proposals to help eliminate unexpected
health care charges and provide for uniform
health care billing documents, among other
reforms. It also proposes to standardize the
definition for American Indians and Alaska
Natives used in the ACA. The Budget bolsters
program integrity efforts with additional in-
vestments and a proposal to allow the Centers
for Medicare & Medicaid Services (CMS) access
to new data sources to improve the accuracy
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of eligibility determinations for Marketplace
financial assistance.

Improving the Excise Tax on High-Cost
Employer Coverage. The ACA included an ex-
cise tax on the highest-cost employer-sponsored
health insurance plans to give employers an in-
centive to make those plans more efficient. The
Budget proposes to modify the threshold above
which the tax applies to be equal to the great-
er of the current law threshold or the average
premium for a Marketplace gold plan in each
State. This reform would protect employers from
paying the tax only because they are in high-cost
areas and ensure that the tax remains targeted
at the highest-cost plans in the long term. The
Budget would also make it easier for employers
offering flexible spending arrangements to calcu-
late the tax. Finally, the proposal would require
the Government Accountability Office to conduct
a study of the potential effects of the tax on firms
with unusually sick employees, in consultation
with the Department of the Treasury and other
experts.

Strengthening Medicare,
Medicaid and CHIP

Together, Medicare, Medicaid, and CHIP
provide affordable health coverage to support
longer, healthier lives and economic security for
the Nation’s seniors, people with disabilities,
and low-income working Americans and fami-
lies. Today, Medicare provides about 55 million
Americans with dependable health insurance.
State Medicaid and CHIP programs provide
health and long-term care coverage to more than
70 million low-income Americans. The Budget
strengthens the Medicare and Medicaid pro-
grams through reforms that expand and extend
health coverage in Medicaid and CHIP, encour-
age high-quality and efficient care, and continue
the progress of reducing cost growth.

Expanding Health Coverage by
Improving Access to Medicaid and CHIP
Coverage and Services. The Budget gives
States the option to streamline eligibility deter-
minations for children in Medicaid and CHIP

and to maintain Medicaid coverage for adults by
providing one-year of continuous eligibility. The
Budget also extends full Medicaid coverage to
pregnant and post-partum Medicaid beneficia-
ries, expands access to preventive benefits and
tobacco cessation for adults in Medicaid, stream-
lines appeals processes, and ensures children in
inpatient psychiatric treatment facilities have
access to comprehensive benefits. The Budget
also fully covers the costs of the Urban Indian
Health Program (UIHP) clinics for Medicaid
services provided to eligible American Indians
and Alaska Natives, supporting the expansion of
UIHP service offerings and improving beneficia-
ry care.

Preserving Coverage through CHIP.
CHIP currently serves more than eight million
children of working parents who are not eligible
for Medicaid. While the Medicare Access and
CHIP Reauthorization Act extended CHIP fund-
ing through 2017, the Budget proposes to extend
funding for CHIP through 2019, ensuring con-
tinued, comprehensive, affordable coverage for
these children.

Strengthening Medicaid in Puerto Rico
and other U.S. Territories. The Medicaid pro-
grams in Puerto Rico and the other U.S. territories
of American Samoa, Guam, Northern Mariana
Islands, and the U.S. Virgin Islands are funda-
mentally different from the Medicaid program in
the States, leading to a lower standard of care
than may be otherwise experienced on the main-
land. Medicaid funding in Puerto Rico and the
other territories is capped; beneficiaries are of-
fered fewer benefits; and the Federal Government
contributes less on a per-capita basis than it does
to the rest of the Nation. The ACA increased the
Federal match rate and provided $7.3 billion
above the territory funding caps between July
1, 2011 and the end of 2019. To avoid a loss in
coverage when the supplemental funds provided
in the ACA run out and to better align Puerto
Rico and other territory Medicaid programs with
the mainland, the Budget would remove the cap
on Medicaid funding in Puerto Rico and the oth-
er territories. It also would gradually increase
the Federal support territories receive through
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the Federal Medicaid match by transitioning
them to the same level of Federal support as is
received on the mainland, and expand eligibility
to 100 percent of the Federal poverty level in ter-
ritories currently below this level. To be eligible
for maximum Federal financial support, territo-
ries would have to meet financial management
and program integrity requirements and achieve
milestones related to providing full Medicaid
benefits.

Promoting Access to Long-Term Care
Services and Supports (LTSS). The
Administration has made it a priority to help
more older Americans and people with disabil-
ities with Medicaid coverage have the choice
to receive home and community-based services
(HCBS) rather than institutional care. The
Administration has focused on implementing
key initiatives in this area, including supporting
State efforts to transition disabled and elderly in-
dividuals from institutions to community-based
care. The Budget builds on these efforts by ex-
panding and simplifying eligibility to encourage
more States to provide HCBS in their Medicaid
programs. The Budget also includes a compre-
hensive long-term care pilot for up to five States
to test, with enhanced Federal funding, a more
streamlined approach to delivering LTSS to sup-
port greater access and improve quality of care.
In addition, the Budget includes an increase of
$10 million for HCBS provided through HHS’s
Administration for Community Living, which
provides supportive services such as in-home
personal care, respite care, and transportation
assistance.

Improving Care Delivery for Low-
Income Medicare-Medicaid Beneficiaries.
The Budget proposes to streamline enrollment
for the Medicare Savings Programs, which assist
low-income beneficiaries with their Medicare
premiums and cost-sharing, by setting a national
standard for income and asset definitions. The
Budget also proposes to implement simpler, faster
processes for Federal-State review of marketing
materials and beneficiary appeals for managed
care plans that serve Medicare-Medicaid enrollees.
In addition, the Budget proposes to permanently

authorize a demonstration that provides retroac-
tive drug coverage for certain low-income Medicare
beneficiaries through a single plan, establishing a
single point of contact for beneficiaries seeking re-
imbursement for claims.

Strengthening the Medicare Advantage
Program. The Budget proposes a package
of reforms that encourage greater quality
and efficiency in Medicare Advantage. First,
the Budget proposes to reform payments to
Medicare Advantage plans by using competi-
tion to set payment rates. Under the Budget’s
proposed competitive bidding system, Medicare
Advantage payment rates would be based on
plans’ bids, ensuring that plan payments reflect
plans’ costs for covering Medicare beneficiaries.
The proposal also preserves most beneficiaries’
access to a Medicare Advantage plan that pro-
vides supplemental benefits, without paying an
additional premium. In addition, the Budget in-
cludes higher payments to high-quality Medicare
Advantage plans to encourage quality improve-
ment and attainment. These reforms would save
about $77 billion combined.

Encouraging High-Quality, Efficient Care
among Medicare Providers. The Budget
includes new proposals to expand competitive
bidding to additional durable medical equipment
and to encourage efficiency among hospice pro-
viders through changes to payments. The Budget
continues a robust set of proposals that build on
ACA initiatives to help extend Medicare’s solven-
cy while encouraging provider efficiencies and
improved patient care among hospitals and post-
acute care providers. Together, these proposals
would save almost $180 billion over 10 years.

Reducing Cost Growth by Encouraging
Beneficiaries to Seek High-Value Services.
The Budget includes structural changes to
encourage Medicare beneficiaries to seek
high-value health care services and improve the
financial stability of the Medicare program. It
also includes new proposals to improve coverage
of colonoscopies and incentivize primary care de-
livery. The Budget continues to propose several
modifications for new beneficiaries starting in
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2020, such as a modified Part B deductible and
a modest copayment for certain home health
episodes. Together, these proposals would save
approximately $54 billion over 10 years.

Making Targeted Reforms to Increase
Quality and Maximize Cost-Effectiveness in
Medicaid and CHIP. The Budget proposes to
limit the portion of Medicaid and CHIP managed
care dollars spent on administration and incen-
tivize more investments in quality health care
services by establishing a Medical Loss Ratio
(MLR) ratio of 85 percent. This would modernize
Medicaid and CHIP managed care by aligning
program requirements with those in Medicare
Advantage and private insurance. Furthermore,
it will strengthen State and Federal financial
management of managed care contracts with
a requirement to return payments in excess of
the minimum MLR. The Budget extends fund-
ing for the Medicaid adult quality program, and
continues to propose better aligning Medicaid
Disproportionate Share Hospital Payments,
which compensate hospitals that treat high
numbers of uninsured patients, with expected
levels of uncompensated care.

Cutting Waste, Fraud, and Abuse in
Medicare and Medicaid. The Administration
has made targeting waste, fraud, and abuse in
Medicare, Medicaid, and CHIP a priority and is
aggressively implementing new tools for fraud
prevention provided by the ACA. In 2014, the
Government’s health care fraud prevention and
enforcement efforts recovered $3.3 billion in tax-
payer dollars from individuals and companies
attempting to defraud Federal health programs,
including programs serving seniors, persons
with disabilities, and low-income individuals. In
addition, further development of the CMS Fraud
Prevention System, a predictive analytic model
similar to those used by private-sector experts,
continues to support CMS’ efforts to identify
and prevent wasteful, abusive, and potentially
fraudulent billing activities. Building on this
progress, the Budget proposes a series of policies
that would save nearly $3.4 billion over the next
10 years by:

¢ Requiring prior authorization for power mo-
bility devices and advanced imaging, which
could be expanded to other items and ser-
vices at high risk of fraud and abuse;

e Supporting efforts to investigate and pros-
ecute allegations of abuse or neglect of
Medicaid beneficiaries in non-institutional
health care settings;

e Strengthening the Federal Government’s
ability to identify and act on fraud, waste,
and abuse through investments in the
Medicaid Integrity Program;

¢ Providing the Secretary of HHS with greater
authority to reject claims for certain items
and services in areas of the United States
where there is evidence of fraud and abuse;

¢ Ensuring Federal and State governments
can confidentially share data algorithms
developed to detect waste, fraud, and abuse;

¢ Improving the Recovery Audit Contractor
(RAC) program by authorizing CMS to pay
RACs after the second-level of appeals, and
by requiring RACs to maintain a surety
bond or other form of protection to cover
overturned recovery auditor decisions; and

e Requiring States to suspend Medicaid pay-
ments when there is a significant risk of
fraud.

In order to decrease waste, fraud, and abuse
and strengthen program integrity in the
Medicare prescription drug program, the Budget
also provides the Secretary the authority to
suspend coverage and payment for questionable
Part D prescriptions and establishes a program
to reduce prescription drug abuse in Medicare.

Transforming the Nation’s
Health Care Delivery System

The Administration continues to support
an aggressive reform agenda to transform the
Nation’s health care delivery system into one
that better incentivizes quality and efficiency.
These reforms are designed to not only improve
Americans’ health, but also to help further slow
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growth in health care costs and increase quality
in Medicare and Medicaid.

Supporting Alternative Payment and
Delivery Models. In January 2015, the
Administration announced the goals of tying 30
percent of Medicare payments to quality and val-
ue through alternative payment models by 2016
and 50 percent by 2018. The Administration is
on track to exceed the 2016 milestone by the end
of 2016. This was the first time in Medicare’s
history that the Administration set explicit goals
for alternative payment models and value-based
payments.

In addition, the Administration is supporting
more than 20 demonstration projects through
the Center for Medicare & Medicaid Innovation
(Innovation Center) to test new innovative
payment and service delivery models targeted
at reducing program expenditures while pre-
serving or enhancing the quality of care. One
demonstration, the Pioneer Accountable Care
Organizations, generated over $300 million in
savings to Medicare over its first three years
while delivering high-quality patient -care.
Beginning in April 2016, approximately 800
hospitals will be engaged in a mandatory demon-
stration to drive quality improvement and cost
reduction in hip and knee replacements.

The Budget builds on the ACA as well as the
Administration’s current demonstration projects
and other actions to further delivery system re-
form. It proposes bundled Medicare payments
for post-acute providers, such as nursing homes
and home health agencies. The Budget also
includes proposals that enhance the ability of
Accountable Care Organizations to increase
quality and reduce costs, and includes a proposal
to incentivize hospitals to engage with qualifying
alternative payment models. The Budget also
reduces incentives for physicians to inappro-
priately order services from which they would
financially benefit, establishes quality bonuses
for the highest rated Part D plans, and modifies
incentives in the Medicare prescription drug pro-
gram to encourage patient engagement in health
care decisions.

In addition, the Administration also is work-
ing to implement the Medicare Access and CHIP
Reauthorization Act to accelerate physician par-
ticipation in high-quality and efficient health
care delivery systems, align incentives, and im-
prove care coordination.

To facilitate system-wide change, the
Administration launched the Health Care
Payment Learning and Action Network to bring
together private payers, providers, employers,
State partners, consumer groups, individual
consumers, and many others to accelerate the
transition to alternative payment models.

Improving Health IT and Transparency.
Health information exchange is essential for a
transformed delivery system. To support im-
provement in this area, the Administration
is promoting health IT interoperability and
increasing access to health care information,
including cost and quality information, so that
clinicians, patients and their family members,
and businesses can make informed health care
choices.

To improve transparency and distribution of
information, the Administration continues to im-
prove access to Federal data through the Open
Data Initiative, release Medicare data on cost
and quality, and invest in innovative ways to
collect and share data, from the way we measure
the quality of care to the way health care is doc-
umented and communicated to consumers. For
example, in December 2015, the Administration
released an interactive tool that can be used to
examine spending and price trends for medica-
tions that are fiscally significant to Medicare.

The Budget increases support to advance in-
teroperable health IT while protecting patient
privacy. The Budget includes new incentive pay-
ments for certain behavioral health providers to
adopt and meaningfully use certified electronic
health records, which would further enhance the
integration of physical and behavioral health
care. In addition, the Budget supports the
Office of the National Coordinator for Health
Information Technology in developing and
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advancing policies that help consumers and pro-
viders access electronic health information when
and where they need it to make health care de-
cisions, including development of interoperable
tools and implementation of efforts to deter and
remedy information blocking.

Investing in Public Health and Safety
and the Health Care Workforce

Combating Prescription Drug Abuse
and Heroin Use. More Americans now die
every year from drug overdoses than in vehicle
crashes, and the majority of these overdoses
involve opioids—a class of drugs that includes
prescription painkillers and heroin. Prescription
opioid-related overdoses alone cost tens of bil-
lions in medical and work-related costs each
year. The Administration has promoted and
expanded community-based efforts to prevent
drug use, improve opioid prescribing practices,
and increase access to opioid use disorder treat-
ment services. However, too many Americans
are abusing opioids and too few are getting
treatment. Individuals who want to but do not
undergo treatment often report cost and lack of
access as reasons why they do not get treatment.

The Budget takes a two-pronged approach
to address this epidemic. First, it includes
approximately $500 million to continue and
expand current efforts across HHS and DOJ to
expand State-level prescription drug overdose
prevention strategies, increase the availability
of medication-assisted treatment programs, and
improve access to the overdose-reversal drug
naloxone. A portion of this funding is targeted
specifically to rural areas, where rates of over-
dose and opioid use are particularly high.

Second, the Budget includes $1 billion in new
mandatory funding over the next two years to
boost efforts to help individuals seek treatment,
successfully complete treatment, and sustain
recovery. States would receive funds based on
the severity of the epidemic and on the strength
of their strategy to respond to it. States can
use these funds to expand treatment capaci-
ty and make services more affordable to those

who cannot afford it. This funding would also
help expand the addiction treatment workforce
through the National Health Service Corps and
support the evaluation of treatment services.
This investment, combined with other efforts
underway to reduce barriers to treatment for
substance use disorders, would help ensure that
every American who wants treatment can access
it and get the help they need.

Expanding Access to Mental Health Care.
Too often mental health is thought of differently
than other forms of health, yet mental health is
essential to overall health and wellness. Recovery
from and management of mental health condi-
tions is possible and those who receive treatment
can go on to lead happy, healthy, productive lives.
One in five American adults experience a men-
tal health issue at some point in their life, yet
millions do not receive the care they need. The
Budget includes $500 million in new mandatory
funding over two years to help engage individu-
als with serious mental illness in care, improve
access to care by increasing service capacity and
the behavioral health workforce, and ensure
that behavioral health care systems work for
everyone. In addition to these funds, the Budget
expands the President’s Now is the Time initia-
tive to improve access to mental health services
for young people; support communities in devel-
oping comprehensive systems to intervene when
an individual is experiencing a mental health
crisis; and funding new strategies to address the
increasing number of suicides by older adults.

Investing in Native American Health
Care. The Budget provides the Indian Health
Service (IHS) with $5.2 billion, a total increase
of more than $400 million over the 2016 enacted
level, to expand health care services and to make
progress toward the construction of health care
clinics in Indian Country. The Budget proposes
to fund contract support costs fully, through dis-
cretionary funds in 2017 and through mandatory
funds beginning in 2018.

Strengthening HIV and Hepatitis C
Services. The Budget expands access to HIV
prevention and treatment activities for millions
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of Americans through the continued imple-
mentation of the updated National HIV/AIDS
Strategy, with a focus on three key elements of
the Strategy. First, the updated Strategy calls
for providing more people with highly effective
prevention services such as pre-exposure pro-
phylaxis (PrEP) to reduce new HIV infections.
PrEP has been shown to reduce the risk of HIV
infection by up to 92 percent in people who are at
high risk. The Budget also includes $20 million
for a new innovative pilot program to increase
access to PrEP and allow grantees to use a por-
tion of funds to purchase treatment and other
health care services as the payer of last resort.
Second, the Strategy calls for improved screening
for Hepatitis C, which disproportionally affects
Americans living with HIV. The Budget includes
funding for a new initiative to increase screen-
ing and expands access to Hepatitis C care and
treatment among people living with HIV. Third,
the Strategy calls for prioritizing HIV/AIDS re-
sources within high-burden communities and
among high-risk groups, including gay and
bisexual men, Blacks/African Americans, and
Latino Americans, which is reflected throughout
the Budget.

Combating Antibiotic Resistant Bacteria
(CARB). The Budget includes $1.1 billion across
the Federal Government to prevent, detect, and
control illness and death related to infections
caused by antibiotic-resistant bacteria and to
support research on innovative ways to reduce or
manage resistance. These resources would also
help support the advancement of rapid diagnos-
tics and new types of therapies for the treatment
of bacterial infections, including managing the
patient’s microbiome and targeting bacterial vir-
ulence factors, as outlined in the CARB National
Strategy and National Action Plan. The Budget
also continues to support implementation of sur-
veillance, prevention, and stewardship activities
as outlined in the Strategy and the Action Plan.

Improving Access to Primary Care
Health Care Providers. The Budget includes
increased investments to strengthen the primary
care workforce. The Budget expands the num-
ber of National Health Service Corps clinicians

who practice primary care in areas of the Nation
that need it most, to 15,000 providers between
2018 and 2020. In addition, the Budget supports
primary care residency training in medically
underserved areas. To continue encouraging
provider participation in Medicaid, the Budget
reestablishes increased payments for primary
care services delivered by certain physicians
through calendar year 2017, with modifications
to expand provider eligibility and better target
primary care services.

Addressing the High Cost of Drugs

The Administration is deeply concerned about
rapidly growing prescription drug prices, driven
in part by the shift to specialty therapeutics, the
slowdown in patent expirations, and challenges
in measuring drug value. To address this issue,
the Budget includes a package of proposals fo-
cused on Medicare, Medicaid, and drug price
transparency.

Improving Quality and Lowering Drug
Costs for the Medicare Program. The
Budget includes proposals to lower drug costs
while improving transparency and evidence de-
velopment in the Medicare Part D program. The
Budget proposes to increase data collection to
demonstrate the effectiveness of medications in
the Part D program in the Medicare population
and to inform real world clinical treatment. The
Budget continues to provide the Secretary of
HHS the authority to negotiate drug prices for
biologics and high-cost drugs in Medicare Part D
and includes a new proposal to incentivize Part
D plan sponsors to better manage care provided
to beneficiaries with high prescription drug costs.

To help ensure access and affordability of
treatments, the Budget proposes to accelerate
discounts for brand name drugs for seniors who
fall into Medicare’s coverage gap by increasing
manufacturer rebates from 50 percent to 75 per-
cent in 2018. In addition, the Budget proposes to
require drug manufacturers to provide rebates
generally consistent with Medicaid rebate levels
for drugs provided to low-income Part D bene-
ficiaries. Together, these proposals would save
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Medicare approximately $140 billion over 10
years.

Lowering Medicaid Drug Costs for States
and the Federal Government. The Budget
includes targeted policies to lower drug costs in
Medicaid. It provides States with a new, volun-
tary tool to negotiate lower drug prices through
the creation of a Federal-State Medicaid ne-
gotiating pool for high-cost drugs. In addition,
the Budget continues to support and build on
previously proposed reforms to the Medicaid
drug rebate program. These reforms enhance
manufacturer compliance with rebate require-
ments, and improve access to medications. In
addition, the Budget corrects and improves the
ACA Medicaid rebate formula for new drug
formulations, such as by exempting abuse deter-
rent formulations. These proposals are projected
to save the Federal Government approximately
$11.4 billion over 10 years.

Increasing Transparency of Prescription
Drug Pricing and Ensuring Access to
Generic Medications. The Budget proposes to
provide the Secretary of HHS with the authority
to require drug manufacturers to publicly dis-
close certain information, including research and
development costs, discounts, and other data as
determined through regulation. It also includes
three previously proposed reforms designed to
increase access to generic drugs and biologics by
stopping companies from entering into anti-com-
petitive deals intended to block consumer access
to safe and effective generics, by awarding brand
biologic manufacturers seven years of exclusivity,
rather than 12 years under current law, and by
prohibiting additional periods of exclusivity for
brand biologics due to minor changes in product
formulations. These proposals would save the
Federal Government $21 billion over 10 years.

ENSURING SAFETY, FAIRNESS, AND COMMUNITY
TRUST IN THE CRIMINAL JUSTICE SYSTEM

The President is committed to ensuring the
criminal justice system is fair and effective for all
Americans. Since the President took office, the
rate of violent crime has fallen to levels not seen
in decades. In 2014—for the first time in over
30 years—the Federal prisoner population de-
creased, following updates to Federal sentencing
guidelines and implementation of DOJ’s Smart
on Crime initiative. The Budget proposes to
accelerate criminal justice reform in the States,
improve post-incarceration outcomes, remove
barriers to reentry, support the enhancement of
community policing practices across the Nation,
support DOJ’s efforts to focus its resources on
the most serious threats to public safety, and
to strengthen trust between the brave men and
women of law enforcement and the communities
they serve.

Incentivizing Justice Reform. The
Administration continues to support criminal
justice reform that simultaneously enhances
public safety, avoids excessive punishment and

unnecessary incarceration, and builds trust be-
tween the justice system and communities. The
Budget provides $500 million per year over 10
years—a $5 billion investment—for a new 21%
Century Justice Initiative. The program will
focus on achieving three objectives: reducing
violent crime; reversing practices that have led
to unnecessarily long sentences and unneces-
sary incarceration; and building community
trust. Specifically, States would focus on one
or more opportunities for reform in both the
adult and juvenile systems, including: examin-
ing and changing State laws and policies that
contribute to unnecessarily long sentences and
unnecessary incarceration, without sacrificing
public safety; promoting critical advancements
in community-oriented policing; and providing
comprehensive front-end and reentry services.

Reducing Gun Violence. The Administration
maintains its commitment to reduce gun vi-
olence by providing funding to hire 200 new
special agents and investigators for the Bureau
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of Alcohol, Tobacco, Firearms, and Explosives,
enhance the National Integrated Ballistics
Information Network, and improve the National
Instant Background Check System (NICS).
The NICS reforms by the Federal Bureau of
Investigation (FBI) and the U.S. Digital Service
include processing criminal background checks
24 hours a day, seven days a week and improv-
ing notification of local authorities when certain
prohibited persons unlawfully attempt to buy a
gun. The FBI will hire more than 230 additional
examiners and other staff to help process these
background checks. In addition, within the re-
sources provided, the Departments of Defense,
Justice, and Homeland Security (DHS) will
conduct or sponsor research into gun safety
technology to reduce the frequency of harm from
accidental discharge or unauthorized use.

Community Policing Initiative. The
President’s Community Policing Initiative aims
to build and sustain trust between law enforce-
ment and communities. The Budget provides
$97 million to expand training and oversight for
local law enforcement, increase the use of body-
worn cameras, provide additional opportunities
for police department reform, and facilitate com-
munity and law enforcement engagement in 10
pilot sites, with additional technical assistance
and training for dozens of communities and po-
lice departments across the Nation.

Improving Post-Incarceration Outcomes.
The Administration continues working to address
the problem of unnecessary and harmful collat-
eral consequences of criminal convictions, which
too often undermine the ability of the formerly
incarcerated to reenter society and earn their

second chance. For example, the Administration
has emphasized the importance of investing in
reentry programs and “banning the box” in em-
ployment applications, including taking steps to
delay inquiry into criminal history for hiring in
the Federal Government.

Reviewing and Reforming the Use of
Restrictive Housing. The Administration has
also sought to promote policies that provide in-
mates with programs and services that reduce
recidivism and improve outcomes, including an
ongoing DOJ review to study and reform the
use of restrictive housing, often called solitary
confinement, in prisons. The Budget invests $24
million to begin implementing the Department’s
proposals, which includes expanding mental
health programming in Federal facilities. DOJ
will also assist States and localities with imple-
menting the recommendations.

Funding the New FBI Headquarters
Facility. The Administration seeks $1.4 billion
to support the full consolidation of the FBI head-
quarters operations in a new, modern, and secure
facility that brings together all of the existing
disparate headquarters locations and functions.
This funding would be a combination of $759
million in the General Services Administration’s
Federal Building Fund and $646 million in the
FBI Construction account for a total of $1.4 bil-
lion dedicated toward construction of the project
in 2017. This substantial funding commitment
illustrates the Administration’s recognition of
the importance of the FBI as a critical member
of the U.S. intelligence community, as well as its
role in national security and in enforcing the
Nation’s laws and protecting civil liberties.

FIXING OUR BROKEN IMMIGRATION SYSTEM AND SECURING OUR BORDERS

Immigration Executive Actions

In November of 2014, the President announced
a series of actions consistent with his authority
to fix what he can of our broken immigration sys-
tem. These actions are improving accountability
in our immigration system, strengthening our

national security and our economy, and building
on our past efforts to enforce immigration laws
with common sense and compassion.

According to the Council of Economic
Advisors, the President’s executive actions, if
fully implemented, would boost the Nation’s
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economic output by up to $250 billion and raise
average annual wages for U.S.-born workers
by 0.4 percent, or $220 in today’s dollars, in 10
years. Though the new deferred action policies
announced in 2014 have been put on hold in liti-
gation, the Administration will continue fighting
to implement them. The Supreme Court of the
United States has accepted DOJ’s petition to re-
view these policies.

The President’s other immigration execu-
tive actions continue to move forward. DHS
implemented new enforcement priorities and
strengthened engagement with local law enforce-
ment in order to better focus our limited resources
on those who are threats to our national security,
public safety, and border security. Over 98 percent
of individuals removed by U.S. Immigration and
Customs Enforcement (ICE) currently fall into
DHS’s enforcement priorities. DHS also ended
the Secure Communities Program and replaced
it with the Priority Enforcement Program (PEP).
PEP is a commonsense program that works
with local law enforcement and communities to
apprehend priority individuals in local custody.
It is tailored to the needs of each jurisdiction in
order to keep communities safe, while preserv-
ing community trust. Today, the vast majority of
local law enforcement agencies are working with
DHS to keep America’s communities safe. These
include 15 of the top 25 jurisdictions that had
previously declined to fully participate in ICE’s
efforts to apprehend individuals held in their
custody.

Through new regulations and policies, the
Administration is also modernizing the legal
immigration system for families, employers, stu-
dents, entrepreneurs, and workers. For example,
DHS finalized a regulation that allows the
spouses of certain high-skilled workers on their
path to becoming lawful permanent residents to
apply for work authorization. As a result, over
30,000 of these spouses are now able to work and
contribute to their families and the economy.
In addition, the White House released a report
that announced further steps to modernize and
streamline the legal immigration system so that

we can transform the largely paper-based sys-
tem into a 21%t Century, electronic system.

Finally, as a part of the immigration exec-
utive actions, the President established the
White House Task Force on New Americans, a
Government-wide effort tasked with better inte-
grating and welcoming immigrants and refugees
into American communities. Last April, the Task
Force released its strategic plan with 48 recom-
mendations to advance these goals. In December,
the Task Force released its one-year progress re-
port, highlighting the actions taken over the last
year. These included the launch of the Building
Welcoming Communities Campaign, which in-
cludes 48 communities to date and strives to
support municipalities seeking to build more in-
clusive welcoming communities, and the “Stand
Stronger” Citizenship Campaign, which works to
raise awareness about the rights and responsi-
bilities of U.S. citizenship.

These actions, however, are only a first step to-
ward fixing our system, and the Administration
continues to count on the Congress for the
commonsense comprehensive reform that only
legislation can provide and that the American
public strongly supports. The reform supported
by the President and passed by the Senate in
2013 would have fixed the Nation’s broken im-
migration system by continuing to strengthen
U.S. border security, cracking down on employers
who hire undocumented workers, modernizing
the Nation’s legal immigration system, and
providing a pathway to earned citizenship for
hardworking men and women who pay a pen-
alty and taxes, learn English, pass background
checks, and go to the back of the line.

The Administration supports the bipartisan
Senate approach, and calls on the Congress to
act on comprehensive immigration reform this
year. Although the President’s executive actions
will provide temporary relief while demanding
accountability for those whose cases are not an
enforcement priority, the Administration urg-
es the Congress to act to permanently fix the
Nation’s broken immigration system. In addition
to contributing to a safer and more just society,
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comprehensive immigration reform would also
boost economic growth, reduce deficits, and
strengthen Social Security.

Improving Border Security

Our long-term investment in border securi-
ty and immigration enforcement has produced
significant and positive results. Under this
Administration, the resources that the DHS ded-
icates to security at the Southwest border are at
an all-time high. Compared to 2008, today there
are 3,000 additional Border Patrol agents along
the Southwest border. Border technology, such
as unmanned aircraft surveillance systems and
ground surveillance systems, as well as border
fencing, has more than doubled since 2008. The
Administration’s approach toward border securi-
ty focuses on a risk-based approach that pursues
heightened deterrence, enhanced enforcement,
stronger foreign cooperation, and greater capac-
ity for Federal agencies to ensure that the U.S.
border remains secure.

Even as overall unauthorized Southwest
border crossings remain near the lowest levels
in decades, there continue to be significant fluc-
tuations in the level of unauthorized crossings
by both families and unaccompanied children.
The Administration is working to address the
increase in such crossings in recent months and
the Budget calls for flexible contingency funding
for both DHS and HHS so that adequate funding
is available if the number of such illegal crossings
continues to rise. The Administration supports
strengthening and improving due process for
all those in immigration proceedings, includ-
ing unaccompanied children and families. We
need every element of the court process to work
effectively to accomplish the goal of both honor-
ing humanitarian claims and processing those
who do not qualify for relief. That is why DOJ
is working to hire the 55 additional immigra-
tion judges funded in 2016, and is maintaining

funding in the Budget for several programs that
provide legal representation and help to ensure
that individuals know their rights and responsi-
bilities in removal proceedings.

The Budget continues to invest in border se-
curity by supporting U.S. Customs and Border
Protection (CBP) front line operations, funding
additional border security technology, recapital-
izing aging radios and vehicles for field personnel,
expanding and enhancing intelligence and tar-
geting capabilities, and investing in initiatives
that support transparency and accountability
across CBP.

The Budget supports 21,070 Border Patrol
Agents and 25,891 CBP Officers, including 2,070
new Officers supported by proposed increases to
user fees. The Budget includes over $353 million
for the acquisition and sustainment of technolo-
gy and tactical infrastructure along U.S. borders.
These technology investments provide CBP with
increased situational awareness on the border,
as well as the ability to effectively respond to
border incursions. The Budget also provides $55
million for recapitalization of aging non-intru-
sive inspection equipment at ports of entry, which
would help CBP more efficiently detect security
threats and facilitate lawful trade and travel.
The Budget includes an increase of $95 million
to support the purchase and deployment of mis-
sion-critical equipment, including radios and
vehicles. The Budget also funds a total of $529
million in CBP intelligence and targeting activ-
ities that provide cutting-edge analytic support
to Agents and Officers in the field. The Budget
also includes targeted investments in initiatives
that support transparency and accountability,
including funding a Spanish-language call cen-
ter, hiring additional Internal Affairs criminal
investigators, funding the purchase of less-lethal
weapons, and supporting the testing, evaluation,
and deployment of body worn cameras.






MEETING OUR GREATEST CHALLENGES:
NATIONAL SECURITY AND GLOBAL LEADERSHIP

Since the start of the Administration, the
Nation has grown stronger and better prepared
to both address global threats and seize opportu-
nities to demonstrate global leadership.

We have renewed our alliances from Europe
to Asia. Our rebalance to Asia and the Pacific
is yielding deeper ties with a more diverse set
of allies and partners. When complete, the
Trans-Pacific Partnership will generate trade
and investment opportunities—and create
high-quality jobs at home. These alliances lay
the groundwork for increasing U.S. economic
power and harnessing the power of collective
action to address problems of global concern,
such as preventing a nuclear-armed Iran,
stopping the threat of Ebola, and leading in-
ternational efforts to pursue a lasting peace
in Syria.

Leadership means a wise application of
military power and rallying the world behind
causes that are right. The United States has
moved beyond the large ground wars in Iraq
and Afghanistan that defined much of U.S. for-
eign policy over the past decade, dramatically

reducing the number of troops deployed in both
countries and saving more than $100 billion
per year. At the same time, a strong military
remains the bedrock of national security. The
Nation must continue to reform and invest in
our military—the finest fighting force the world
has ever known—to ensure its dominance in
every domain, to remain ready to deter and de-
feat threats to the homeland, and to be postured
globally to protect our citizens and interests.

Investments in national defense and the
security of Federal networks and critical in-
frastructure must be sustained because we
continue to face serious challenges to our nation-
al security, including from violent extremism and
evolving terrorist networks that pose a direct
and persistent threat to America and our allies,
cyber-threats on our Nation’s critical infra-
structure, Russian aggression, the accelerating
impacts of climate change, and the outbreak
of infectious diseases. The Administration is
clear-eyed about these and other challenges and
recognizes that the United States has the unique
capability to mobilize and lead the international
community to overcome them.

ADVANCING NATIONAL SECURITY PRIORITIES

In accordance with the Bipartisan Budget Act
of 2015, the President’s Budget includes $583
billion for the Department of Defense (DOD),
a $2 billion, or 0.4 percent, increase from the
2016 enacted level, to provide the military the
resources needed for the President’s national
security strategy. These resources will enable
our military to protect the homeland, including
by providing support for ongoing military oper-

ations to defeat terrorist threats; build security
globally; project power; and, should deterrence
fail, win decisively against any adversary.

DOD’s base budget is $524 billion, which
is $2 billion, or 0.4 percent, above the 2016
enacted level. These resources will support
our military’s readiness and posture to ad-
dress current security challenges and arm our
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military with the capabilities needed to deter
and, if necessary, respond to future threats.
These capabilities include investments in 4%
and 5% generation fighters, unmanned systems,
a new long-range bomber, lethality upgrades to
the Stryker combat vehicle, and technologies
such as advanced torpedoes, electromagnetic
railguns, high-speed long-range weapons, and
new systems for electronic, space, undersea, and
cyber warfare.

In addition to investments in advanced ca-
pabilities, the Budget promotes innovation to
prepare for the future, including by modernizing
personnel systems and introducing human capi-
tal best practices, funding cutting-edge research
and technology initiatives, and promoting more
agile warfighting strategies and concepts.

In an increasingly complex and competitive
security environment, and in anticipation of
major modernization and recapitalization costs
beginning in the 2020s, the Budget also pro-
poses a number of critical defense reforms that
are needed to reduce spending on unnecessary
or outdated force structure, modernize military
health care, and reduce wasteful infrastructure
and overhead.

DOD’s Overseas Contingency Operations
(OCO) request is $59 billion, which is roughly
equal to the 2016 enacted level, and is the lev-
el set by the Bipartisan Budget Act of 2015. It
provides the funding needed to combat diverse
terrorist groups, such as the Islamic State of
Iraq and the Levant (ISIL), so that they do not
threaten Americans at home. It also supports
a responsible transition in Afghanistan, count-
ers Russian aggression toward neighboring
countries, and reassures allies and partners in
Europe.

The Budget provides $52.7 billion for the
Department of State and Other International
Programs (State/OIP), including $37.8 billion
in base funding and $14.9 billion in OCO, which
is a $0.1 billion decrease from the 2016 enacted

level, excluding emergency funding. The Budget
supports strategic investments in instruments
of national security, diplomatic power, and de-
velopment priorities. These include funding the
President’s signature initiatives in global health,
food security, and climate change; deepening our
cooperation with Allies and regional partners;
continuing America’s leadership in the United
Nations and other multilateral organizations;
supporting democratic societies and advocating
for human rights; and investing in and protecting
U.S. diplomatic personnel and facilities abroad.
At a time when the demand for U.S. leadership
and engagement has never been greater, the
Budget provides America’s diplomats and devel-
opment professionals with the tools they need to
advance the Nation’s interests and build a safer
and more prosperous world.

The President’s Budget also recognizes that
protecting our security requires long-term
planning and stable resourcing, as well as in-
vestments in the economic security on which our
national security depends. Starting in 2018, the
President’s Budget once again proposes to end
sequestration for both defense and non-defense
spending, and replace the savings by closing tax
loopholes for the wealthy and cutting inefficient
spending. Accepting the return of sequestration
in 2018 and beyond would add risk to our nation-
al security by threatening the size, readiness,
posture, and capability of our military, as well
as critical national security activities at non-de-
fense agencies such as the Departments of State
and Homeland Security. Instead, the Budget
builds on the bipartisan agreements that provid-
ed sequestration relief from 2014 through 2017,
and which have enabled us to recover military
readiness, advance badly-needed technological
modernization, and provide the support our men
and women in uniform deserve. Moreover, it pro-
vides the stable long-term base budget funding
that is critical to military planning. As Secretary
Carter has said, “we need to base our defense
budgeting on our long-term military strategy,
and that’s not a one-year project.”
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ADDRESSING TODAY’S CHALLENGES

Destroying ISIL

The President’s highest priority is keeping the
American people safe. That is why the United
States is leading the global coalition that will de-
stroy ISIL. Our comprehensive strategy draws
on every aspect of American power and enables
the United States and its partners to continue
delivering blows to ISILs leaders, attack plot-
ters, infrastructure, and revenue sources. The
Budget provides robust funding for DOD and the
Department of State so that the United States
can continue to hunt down terrorists, provide
training and equipment to forces fighting ISIL
on the ground, help stabilize communities liber-
ated from ISIL in Syria and Iraq, disrupt ISIL’s
financing and recruitment, counter ISILs ex-
pansion, and support a political solution to the
Syrian civil war. In Iraq, we will meet imme-
diate and evolving stabilization needs, promote
inclusive and responsive governance to bridge
the sectarian divide, and provide for additional
credit support and an expanded package of tech-
nical assistance to support economic reforms
for greater fiscal stability, which is crucial to
sustained success against ISIL. Specifically, the
Budget provides $7.5 billion to DOD to contin-
ue our military campaign, Operation Inherent
Resolve, which is expelling ISIL from Syrian and
Iraqi territory and disrupting ISIL efforts to plan
external attacks through the use of precision air-
strikes, Special Operations forces, intelligence
collection and exploitation, and the development
of capable local ground forces in Iraq and Syria.
The Budget provides $4.0 billion for State/OIP
to pursue this effort, strengthen U.S. regional
partners, provide humanitarian assistance to
those impacted by the conflict, address needs in
refugee host communities, and counter the ISIL
narrative.

Combatting Global Terrorism

The Budget provides robust funding to support
a sustainable and effective approach for combat-
ing global terrorism, with a focus on protecting
the homeland, U.S. persons and interests abroad,
and empowering partner nations facing these

terrorist threats. The Administration continues
to implement its strategy to address recent do-
mestic terror incidents and the emergence and
ongoing efforts by groups—such as al Qaeda
and ISIL—that are attempting to recruit, rad-
icalize, and mobilize Americans to commit
violence by empowering communities and their
local partners to prevent violent extremism. It
commits the Federal Government to improving
engagement with and support to communities,
including sharing more information about the
threat of radicalization, building government
and law enforcement expertise for prevention,
and challenging terrorist propaganda through
words and deeds while helping communities
protect themselves, especially online.

The Department of Justice’s Countering
Violent Extremism (CVE) initiative is an
Administration priority and directly aligns with
and bolsters United Nations’ efforts to address
the threat of foreign terrorist fighters. The
Budget provides additional resources to support
community led-efforts, including $4 million to
conduct research targeted toward developing a
better understanding of violent extremism and
advancing evidence-based strategies for effective
prevention and intervention, $6 million to sup-
port flexible, locally-developed CVE models, $2
million to develop training and provide technical
assistance, and $3 million for demonstration proj-
ects that enhance the ability of law enforcement
agencies nationwide to partner with local resi-
dents, business owners, community groups, and
other stakeholders to counter violent extremism.

The Department of Homeland Security’s
(DHS) newly created Office of Community
Partnerships will formalize and continue efforts
to build relationships and promote trust with
communities, focusing on innovative, commu-
nity-based approaches that seek to discourage
violent extremism and undercut terrorist narra-
tives and propaganda. The Budget also includes
for DHS $50 million in Federal assistance specif-
ically for efforts to respond to emergent threats
from violent extremism and prevent, prepare
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for, and respond to complex, coordinated attacks.
In addition, CVE programs and activities are
considered generally eligible to receive Federal
assistance funding through other DHS grant
programs, such as the Urban Area Security
Initiative and the State Homeland Security
Grant Program.

As part of the Administration’s global efforts,
the Budget provides DOD and State/OIP fund-
ing to expand and deepen the global coalition
to combat terrorism and counter the spread of
extremist narratives. The Budget requests re-
sources to enhance DOD’s counterterrorism
activities and support ongoing engagements for
partner capacity building through such mecha-
nisms as institutional reform and training and
equipping programs. Within State/OIP, the
Budget supports programs that engage govern-
mental and non-governmental organizations to
build community-based partnerships against
violent extremism, disrupt the flow of foreign
terrorist fighters to conflict zones, and weak-
en the legitimacy and resonance of extremist
messaging.

21¢ Century Cybersecurity: Securing
the Digital Economy for All Americans

The President has made clear that cybersecu-
rity is one of the most important challenges we
face as a Nation. Like so many of the world’s
evolving technologies, the internet was not ini-
tially designed to be used, and consumed, by
everyone. In 1985, about 2,000 people used
the internet, and almost all of them had a deep
understanding of how the technology worked.
Today, 3.2 billion people use the internet. What
started out as a useful tool for a few is now a
necessity for all of us—as essential for connect-
ing people, goods, and services as the airplane or
automobile. The U.S. economy, national security,
educational systems, and social lives have all
become deeply reliant on this connectivity.

Yet while these advancements have cre-
ated great opportunities, the risks have also
increased. As more and more sensitive data are
stored online, as critical functions increasingly

rely on networked technologies, as the economy
becomes ever more digital in nature, the conse-
quences of malicious cyber activity grow more
dire each year. Our adversaries know this, as
evidenced in the steady stream of reports about
cyber incidents. Cyber threats to critical infra-
structure are growing in scope, sophistication,
and persistence. Cyber-enabled theft of innova-
tors’ intellectual property persists and identity
theft is the fastest growing crime in America.

The Federal Government is also vulnerable.
Many Federal departments and agencies are re-
liant on aging applications running on outdated
hardware and infrastructure that is difficult and
costly to defend against modern cyber threats.
Fragmented governance, insufficient policy, and
a shortage of skilled cybersecurity professionals
add to the challenges the Federal Government
must address. Innovators and entrepreneurs
have reinforced U.S. global technology lead-
ership and grown the economy, but with each
revelation of a Government database infiltrated,
a high-profile company hacked, or a neighbor
defrauded, more Americans are left to wonder
whether technology’s benefits may someday be
outpaced by its costs.

That is why, since 2009, the President has ex-
ecuted a comprehensive strategy to defend the
Nation against cyber threats. The strategy brings
all elements of government together with pri-
vate industry, academia, international partners,
and the public to raise the level of cybersecuri-
ty in both the public and private sectors; deter
and disrupt adversary activities in cyberspace;
improve capabilities for incident response and
resilience; and enact legislation to remove legal
barriers to and incentivize cybersecurity threat
information-sharing among private entities and
between the private sector and the Government.

The Budget builds on these achievements by
enhancing ongoing work, investing resources,
and focusing leadership attention on new broad-
er reforms—including fundamental changes to
the way the Federal Government manages cyber
risks. The Budget invests over $19 billion, or a
roughly 35 percent increase from 2016, in overall
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Federal resources for cybersecurity to support a
broad-based cybersecurity strategy for securing
the Government, enhancing the security of crit-
ical infrastructure and important technologies,
investing in next-generation tools and work-
force, and empowering Americans to take better
control of their digital security. In particular,
this funding would support the Cybersecurity
National Action Plan, which aims to dramati-
cally increase the level of cybersecurity in both
the Federal Government and the Nation’s digi-
tal ecosystem as a whole. Key initiatives that
are part of this investment package include the
creation of a Federal Chief Information Security
Officer, better securing high-value Federal
assets, retiring or upgrading Federal legacy in-
formation technology (IT) systems that cannot be
appropriately secured, rationalizing how Federal
IT and cybersecurity are delivered, educating
Americans so that they are more empowered
to keep their information secure, upgrading the
skills of the Nation’s cybersecurity workforce by
expanding cyber education at academic insti-
tutions, and securing commonly used software,
protocols, and standards that the internet relies
upon. These initiatives would also continue to
develop partnerships with industry to share
actionable information more effectively and
rapidly, and increase the cyber defenses of our
critical infrastructure.

With this Budget, a pivotal moment is reached
in the approach to the cybersecurity challenges
facing the Nation. The investments in the Budget
would allow America to better defend against cy-
ber threats, but just as cyber threats evolve at a
relentless pace, so must the Nation’s approach to
the challenge. This problem will not be solved
in one year or by one Administration. These
challenges require that we take bold, aggressive
steps, sustain those efforts over time, and funda-
mentally change the way we as a Nation think
about issues of security, privacy, and digital iden-
tity in the online age. Yet, no single company
or government agency has all the answers for
what these steps should be or how to implement
them. Therefore, to gather the best ideas from
across industry, academia, and government, the
President is also establishing a Commission to

identify recommendations for the President, fu-
ture Administrations, and the Nation to enhance
cybersecurity within the Government and across
the private sector, and to empower Americans to
take better control of their digital security.

Strengthening Federal Cybersecurity

The Federal Government is responsible for
issuing, handling, and storing much of America’s
most important data—including Social Security
numbers, tax returns, medical benefits, student
loans, and top secret documents. The Government
also operates critical functions, from satellites
to financial payment systems, which rely upon
networked technologies to function. It is critical
that the Government take responsible actions
for securing data and systems from those who
would do us harm.

In 2015, the Office of Management and Budget
(OMB), in coordination with the National
Security Council, DHS, the Department of
Commerce, and other departments and agen-
cies, led a comprehensive review of the Federal
Government’s cybersecurity policies, procedures,
and practices. The review found that many
Federal IT systems are antiquated, making
them difficult to secure, update, and defend, en-
abling adversaries to gain and maintain access.
The review also revealed that current Federal
Government budgeting and management struc-
tures do not allow for the consistent application
of effective cybersecurity. In addition, the re-
view found that the Federal Government does
not have enough cybersecurity or privacy profes-
sionals, as shown by the difficulty agencies have
in recruiting and retaining these personnel.
These challenges are relics of systems, policies,
and practices that were put in place before the
onset of modern cyber risks and which have been
updated only incrementally since then.

To begin to address these challenges, OMB di-
rected a series of actions to further secure Federal
information systems through the Cybersecurity
Strategy and Implementation Plan for Federal
civilian agencies. These actions and others have
improved cybersecurity across the Federal land-
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scape. Examples of such action include: Federal
civilian agencies urgently patching critical
vulnerabilities; identifying high-value assets;
tightly limiting the number of privileged users
with access to authorized systems; and dramat-
ically accelerating the use of Personal Identity
Verification cards or an alternative form of
strong authentication for accessing networks
and systems. Since the Cybersecurity Sprint, an
intensive effort conducted in July 2015 to assess
and improve the health of all Federal assets and
networks, Federal civilian agencies have nearly
doubled their use of strong authentication for all
users from 42 percent to 81 percent.

However, given the magnitude of the chal-
lenge, we will continue to build on these actions.
That is why the Budget includes substantial
funding for the Federal Government-focused por-
tions of the Cybersecurity National Action Plan.
Immediate steps are being taken to improve
the Federal Government’s cybersecurity while
laying the foundation for more strategic struc-
tural transformation in the future. To address
legacy technology problems, the Budget creates
a $3.1 billion revolving fund to retire antiquated
IT systems and transition to new, more secure,
efficient, modern IT systems, while also ensur-
ing that Federal agencies maintain the security
posture of their critical systems through reli-
able lifecycle management and keeping abreast
of new technologies and security capabilities.
Ultimately, retiring or modernizing vulnerable
legacy systems will not only make us more se-
cure, it will also save money. Agencies will also
invest resources in identifying and better secur-
ing their high-value information assets.

The Budget also funds initiatives to expand
the availability of cybersecurity services and
tools across the Government. For example, the
Budget invests $275 million for the DHS to
accelerate implementation of the Continuous
Diagnostic and Mitigation program, with the
long-term goal of increasing common cyber-
security platforms and services that protect
the Federal civilian Government as a holistic
enterprise. This program would assist agen-
cies in managing cybersecurity risks on a near

real-time basis. The Budget also invests $471
million to continue deployment of the National
Cybersecurity Protection System (better known
as EINSTEIN) across the Federal civilian
Government. EINSTEIN detects and blocks
cybersecurity threats before they can impact
Federal agencies.

Securing the Digital Ecosystem

The Federal Government also has a respon-
sibility to protect the Nation from threats in
cyberspace. Citizens and businesses should have
the tools they need to protect themselves. Just
as one does not have to be an expert mechanic
and professional driver to safely operate one’s
car, one should not have to be a technology ex-
pert to safely go online. Accordingly, the Budget
sustains and expands on the Administration’s
previous work in this area as part of the Digital
Ecosystem portion of the Cybersecurity National
Action Plan.

Individuals increasingly rely upon online iden-
tities for essential services and for their social
lives, but most current approaches to establish-
ing and authenticating those online identities
are easy to compromise and challenging to use.
The Budget supports efforts to develop effective
identity proofing and multi-factor authentication
methods for users trying to obtain certain online
Federal Government services by funding the
General Services Administration’s development
of enhanced identify proofing and authentication
services. These services would be more secure
than systems relying on user names and pass-
words and would allow individuals to use the
same credential with multiple Federal agencies,
thereby making it easier to use as well.

Software is too often produced without suffi-
cient consideration and design for security. This
is especially true for much of the core software,
standards, and protocols upon which users of
the internet rely. These core technologies are
often developed and maintained through an
open source model, and often do not have suffi-
cient funding to ensure security and reliability.
To help secure widely used software, standards,
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and protocols, the Budget proposes $24.2 mil-
lion to support the DHS Science and Technology
Directorate’s software assurance efforts.

The Nation’s critical infrastructure is also
increasingly under threat from disruption by
cyber means. Such disruption could have severe
adverse impacts on U.S. national security, eco-
nomic security, and public health and safety. The
Budget funds DHS and Sector-Specific Agency
efforts to secure critical infrastructure, such as
programs designed to increase the security and
resilience of the electric grid. It also supports
efforts to promote greater usage of the National
Institutes of Standards and Technology’s
Cybersecurity Framework and best practices by
industry and on-going efforts to deepen our part-
nership with critical infrastructure owners and
operators. In addition, the Budget proposes up to
$4 million within the Department of Health and
Human Services to increase the agency’s ability
to utilize auditing and investigation authorities
with respect to cybersecurity, as well as to in-
crease cyber threat information sharing within
the health care sector, and improve awareness
of cybersecurity by patients, practitioners, and
medical companies.

The Budget also supports key initiatives for
the larger national digital ecosystem by invest-
ing $62 million to address the cyber workforce
shortages and skill gaps that we face by creating
a cybersecurity reservist program and expanding
cybersecurity educational programs at academic
institutions across the Nation. Current software
engineering practices do not always produce soft-
ware that is sufficiently secure and reliable, and
training for developers on how to design software
securely is uneven. These educational programs
would strengthen training for software devel-
opers to improve the security and reliability of
software that individuals and businesses rely on.

In addition, investments in cybersecurity
research and development (R&D) provide the
science and technology foundation needed to
provide more effective and efficient security,
secure fast-emerging information technologies,
and thwart ever evolving cyber threats and ad-

versaries. The Budget includes $318 million in
R&D investments at Federal civilian agencies
to address these ongoing challenges and con-
tinue investment in innovative cybersecurity
technologies.

Disrupting and Deterring Malicious
Cyber Activity. Even as we pursue initiatives
to enhance U.S. cyber defenses, we must also
invest in the capabilities needed to disrupt our
adversaries’ malicious activities, deter them
from taking action in the future, and hold them
accountable for their actions. The Budget in-
cludes funding to support the use of all the tools
of U.S. national power to achieve this goal—in-
cluding diplomatic, economic, law enforcement,
intelligence, and military activities.

For example, the Budget includes funding to
further enhance or establish programs across
the civilian and defense agencies that would aug-
ment existing capabilities to defend the Nation
against cyber threats and provide the President
options in crisis or contingency. In support of
this effort, DOD has established a trained and
ready cyber operations workforce—including
the Cyber Mission Forces (CMF)—with all the
technical capabilities necessary to complete
missions and support full-spectrum operations.
The Budget fully supports this multiyear effort
to improve defensive and offensive cyberspace
operations capabilities and capacity, building on
prior investments in tools, training, skills, and
technology. The Budget also focuses on devel-
oping cyber tools to deter state and non-state
actors from conducting malicious cyber acts,
producing new capabilities and tools, including
systems to support CMF missions, integration
and improvements to the CMF platforms, and
launching improved and consistent training for
cyber forces. These investments are guided by
the 2016 Federal Cybersecurity Research and
Development Strategic Plan that was recently
delivered to the Congress and will provide the
Nation with science and technology elements
to deter adversaries, protect cyberspace, de-
tect malicious activities, and adapt to threats,
vulnerabilities, and attacks.
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The Budget expands law enforcement capa-
bilities with the Federal Bureau of Investigation
and other relevant agencies. It sustains the
Department of State and the Department of the
Treasury’s ability to use their respective dip-
lomatic and economic tools to impose costs on
our adversaries. While we will use these tools
judiciously and with restraint, the President has
made clear that we will take action to defend
U.S. citizens and our interests.

Improving the Response to Cyber
Incidents. Despite the best efforts to raise our
defenses and more effectively disrupt malicious
activity, cyber incidents—intrusions, thefts, and
even destructive events—will still occur. The
Federal Government must be ready to respond
effectively and rapidly when such events occur.
Therefore, the Budget continues to invest in
improvements to the Federal Government’s in-
cident response capabilities. In particular, the
Budget enables the Cyber Threat Intelligence
Integration Center to assume its role as a cor-
nerstone of the Government’s cybersecurity
capabilities by fusing intelligence and “connect-
ing the dots” regarding malicious foreign cyber
threats to the Nation. We will also invest the
resources required to be ready to work with the
private sector to respond to incidents and, if nec-
essary, to take action to protect U.S. interests,
both domestically and abroad.

The digital age has already changed our lives
in countless remarkable ways, and perhaps most
remarkable of all, its potential still remains
largely untapped. Ultimately, our vision is for
an internet, cyberspace, and digital life that is
inherently secure. If we modernize our approach
to security, and prioritize keeping Americans
safe, we will unlock more of that potential,
and continue to deliver on the promise of this
incredible age.

Supporting the Transition
in Afghanistan

The Budget continues to support long-term
national security and economic interests in
Afghanistan and helps sustain political, eco-

nomic, and security gains in the country as the
United States draws down its forces and assis-
tance levels gradually decline. It also includes
resources to reinforce Afghanistan’s security and
development by supporting military training and
assistance as well as health, education, justice,
economic growth, governance, and other civilian
assistance programs necessary to promote sta-
bility and strengthen diplomatic ties with the
international community. The Budget also sup-
ports the U.S. military mission to train, advise,
and assist the Afghan National Security Forces
and maintain a counterterrorism capability.

Countering Russian Aggression
and Supporting European Allies

In response to increasing attempts by the
Russian Federation to constrain the foreign and
domestic policy choices of neighboring countries,
the Budget includes over $4.3 billion for political,
economic, public diplomacy, and military support
to build resilience and reduce vulnerabilities
to Russian aggression among NATO allies and
partner states in Europe, Eurasia, and Central
Asia. To increase resilience within the govern-
ments and economies most targeted by Russian
aggression, foreign assistance will support ef-
forts to improve democracy and good governance,
increase defense capabilities, strengthen rule of
law and anti-corruption measures, and promote
European integration, trade diversification, and
energy security. This includes bolstering ca-
pabilities across the region to counter Russian
aggression, with a particular focus on Ukraine,
Georgia, and Moldova. In addition, through con-
tinued investments in U.S. public diplomacy and
international media activities, the United States
will seek to engage vulnerable populations in
periphery countries, expand U.S. support for
freedom of the press and independent journal-
ism in the region, and advance America’s foreign
policy interests.

To increase security and reassure our NATO
allies and partner states in Europe, the Budget
provides over $3.4 billion for DOD’s European
Reassurance Initiative (ERI). ERI funding would
enable the United States to increase military
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exercises and training, sustain a larger continu-
ous rotational presence in Europe, enhance U.S.
preparedness to reinforce NATO allies through
the prepositioning of equipment, and build the
capacity of partner states in Europe to enhance
interoperability with the United States and
NATO to strengthen regional security.

Providing Further Support for the
Central American Regional Strategy

The Budget supports the U.S. Strategy for
Engagement in Central America by investing
in a long-term, comprehensive approach de-
signed to address the root causes of migration
of unaccompanied children and families from
the region. The Budget builds on the funding
the Congress enacted in 2016 by providing $1
billion to further support the Strategy, including
financing support, to continue progress toward
advancing security, prosperity, and economic
growth in the region. This effort is designed to
promote economic opportunities for the Central
American people; build democratic, accountable,
transparent and effective public institutions, and
provide a safer and more secure environment
for its citizens. The Budget request anticipates
increased public and private investments in the
region, which would increase economic growth
and provide the necessary stability to counter
illicit activities undermining Central American
security. The Budget assumes continued coordi-
nation with international financial institutions,
the private sector, civil society, and other inter-
national partners to promote prosperity through
well-coordinated plans to address economic
growth challenges. Executing the Strategy is in-
extricably linked to the readiness of the Central
America governments and their ability to demon-
strate continued will to undertake substantial
political and economic commitments to bring
about positive change in the region. Accordingly,
the Strategy would continue to complement the
“Alliance for Prosperity” plan jointly developed by
the El Salvador, Honduras, and Guatemala gov-
ernments to accelerate longer-term reforms and
improvements in the lives of ordinary citizens.

Advancing the Rebalance
to Asia and the Pacific

The Budget supports the Administration’s
commitment to a comprehensive regional strat-
egy in Asia and the Pacific that reinforces a
rules-based order and advances security, pros-
perity, and human dignity across the region, as
described in the highlights below. Recognizing
that security in the Asia-Pacific region under-
pins regional and global prosperity, the Budget
aligns resources and activities to strengthen
U.S. alliances and partnerships with emerging
powers, promote regional economic cooperation,
and build a constructive relationship with China
that simultaneously supports expanding practi-
cal cooperation on global issues while candidly
addressing differences. It also provides the nec-
essary resources to implement the Trans-Pacific
Partnership (TPP), a historic, high-standard
trade agreement with 11 countries of the region
that levels the playing field for American work-
ers and American businesses. Through TPP, the
United States will lead the way in revitalizing
the open, rules-based economic system that will
boost American exports while creating jobs at
home by promoting strong labor, environmental,
and intellectual property protections.

To promote universal and democratic values,
the Budget provides support for educational
and cultural exchanges and strengthens region-
al cooperation with organizations, such as the
Asia-Pacific Economic Cooperation forum and
the Association of Southeast Asian Nations. The
Budget also provides resources and advances
regional cooperation in counterterrorism, coun-
tering violent extremism, and nonproliferation.

In pursuit of security cooperation, the Budget
enhances and modernizes U.S. defense rela-
tionships, posture, and capabilities with a focus
on maritime security. DOD funding remains
consistent with the priorities identified in the
2012 Defense Strategic Guidance and the 2014
Quadrennial Defense Review. DOD’s most sig-
nificant efforts to support the rebalance include
implementing the Southeast Asia Maritime
Security Initiative; increasing the number of
ships assigned to the Pacific Fleet outside of U.S.
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territory by approximately 30 percent, which
improves the Navy’s ability to maintain a more
regular and persistent maritime presence in
the Pacific; rotating four Littoral Combat ships
through the region through 2017; and deploying
the first P-8 Poseidon maritime patrol aircraft off
Singapore. DOD continues to develop its defense
relationship with India through the Defense
Technology and Trade Initiative, the dJoint
Working Group on Aircraft Carrier Technology
Cooperation, and the Jet Engine Technology
Joint Working Group.

Growing Partnerships in Africa

The Budget supports the Administration’s
commitment to a broad partnership with coun-
tries in Africa that spans security, economic,
and democracy and development priorities.

The Budget provides funding to ensure the U.S.
will uphold the commitments it made during
the U.S.-Africa Leaders Summit in 2014, in-
cluding with respect to Power Africa, Trade
Africa, the Security Governance Initiative, the
Young African Leaders Initiative, the African
Peacekeeping Rapid Response Partnership, and
the Early Warning and Response Partnership.
It also provides resources for implementing the
peace agreement in South Sudan and helping
the transitional government build the institu-
tions it needs for a sustainable peace; supporting
regional efforts to end the threat posed by the
Lord’s Resistance Army; delivering expanded
security assistance to Nigeria and its region-
al partners to counter Boko Haram; securing
governance and security gains in Somalia; and
supporting preparations for peaceful and credible
democratic elections on the continent.

PREPARING FOR THE FUTURE

In addition to addressing today’s changing
security environment, the Budget makes sig-
nificant investments to maintain our military’s
superiority and ensure the United States always
has an operational advantage over any potential
adversary. DOD does this by driving smart and
essential innovation: pursuing new research
and technology development; updating and
refining operational concepts and warfighting
strategies; identifying and supporting capaci-
ty building among local partners; building the
Force of the Future; and pursuing additional
enterprise reform.

Building the Force of the Future

The United States has the world’s finest
fighting force, and our people are our most en-
during advantage. The Budget invests in the
health of today’s force, maintaining the current
end strength ramps for our military services,
continuing to recover readiness, and providing
competitive compensation for our service men
and women. It continues efforts to care for our
military families, veterans transitioning to oth-
er employment, and our wounded warriors and

families of the fallen. The Budget also invests
in the Force of the Future to ensure our people
remain the best. These investments include at-
tracting a new generation to service, integrating
data into our human capital processes, creating
dynamic links among the active force, the private
sector, and reserve component, and investing
in the health and well-being of our military
personnel and their families.

Maintaining Technological Superiority

For generations the United States has relied
on technological superiority to remain dom-
inant across the domains of air, land, sea, and
space as well as the cyber arena. In recent
years, potential adversaries have accelerated
their investments in military modernization
and advanced technologies, narrowing the U.S.
technological advantage. In the 2016 Budget,
the Administration prioritized research, devel-
opment, test, and evaluation (RDT&E) spending
at a nine percent increase over the 2015 enacted
level. The Budget continues that trend, raising
the RDT&E budget levels to $71.8 billion while
remaining focused on innovation across DOD.
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Unprecedented collaboration among the mili-
tary services and with other agencies, especially
the intelligence community, are creating new
concepts and applications of current, first-rate
weapon systems operated by trusted, agile, expert
operators that will expand technological superi-
ority. The Budget also continues to prioritize the
necessary long-term investments in early-stage
science and technology at $12.5 billion to fund
future technologies to reshape the battlespace,
such as hypersonics, unmanned, and autono-
mous systems. New and innovative efforts in
technology transfer are set to take advantage
of early-stage basic research investments made
throughout the Government. Cooperative efforts
with both industry and academia are creat-
ing game-changing opportunities for national
security in areas ranging from advanced manu-
facturing to new technologies for training. The
combination of simultaneous investments in fu-
ture defense system technologies and programs
that deploy new technologies faster, leverage
adapted commercial off-the shelf technologies,
and develop strategic capabilities that bend the
cost curve will change the calculus of warfare for
our potential opponents both today and into the
foreseeable future.

Strengthening Space Security

Space capabilities are vital to U.S. national
security and the ability to understand emerg-
ing threats, project power globally, support
diplomatic efforts, and enable global economic
prosperity. It is the shared interest of all nations
to act responsibly in space to help prevent mis-
haps, misperceptions, and mistrust. The Budget
supports a variety of measures to help assure the
use of space in the face of increasing threats to
U.S. national security space systems. In addi-
tion, it supports the development of capabilities
to defend and enhance the resilience of these
space systems. These capabilities help deter and
defeat interference with, and attacks on, U.S.
space systems.

Making the Military More Effective and
Efficient through Defense Reforms

Successfully executing the defense strategy
requires prioritizing every dollar and spending
it effectively. The Budget supports this goal by
adjusting force structure, modernizing DOD’s
health care system, and further reducing waste-
ful overhead and infrastructure. The 2017
reform proposals build on the success of recent
initiatives, such as the effort with the Congress
to slow growth in compensation costs and enact
a modern, military retirement system featuring
both defined benefit and defined contribution
plans. The Department of Defense’s annual
acquisition performance reports also strongly in-
dicate that Better Buying Power initiatives are
reducing cost growth and significantly lowering
prices paid for major weapons systems.

Yet the need for reform remains urgent.
Savings from reform can take years to fully
achieve, and current reform proposals will be
especially critical as they reach their full effect
in the 2020s, when several major defense costs
will converge. By then, the Department will
be simultaneously recapitalizing the tactical
air fleet and the nuclear triad, as well as other
weapons systems. These recapitalization efforts
form only one part of a broader investment strat-
egy required to confront the threats posed by the
accelerating military modernization programs
of advanced competitors, and the rapid evolu-
tion of asymmetric technology, such as missile
threats. If reforms do not begin now, the security
and fiscal choices of the next administration will
be much more challenging, with consequences
for taxpayers, servicemembers, and national
security.

The Department of Defense is responsible for
implementing the Nation’s defense strategy, but
depends on congressional authority to execute
force structure shifts that match capability with
strategy. The Budget re-proposes retiring, re-
structuring, and modernizing a range of systems,
to ensure that the military has the most capable,
versatile, and survivable systems to perform
its missions. Examples of critical force struc-
ture shifts that better match capability with
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current and emerging threats include the Army’s
Aviation Restructure Initiative and the Navy’s
phased approach to cruiser modernization—both
of which require congressional support.

In modernizing its health care system, the
Department will simplify TRICARE—the
health care program of the Military Health
System—while adding choices for beneficiaries
and encouraging the use of existing military
treatment options.

The Budget reduces overhead and waste,
such as through continued reductions to DOD’s

major headquarters and the establishment of
Service Requirements Review Boards across
the Department to identify further efficiencies
and cost-savings. The Budget also requests that
the Congress authorize another round of Base
Realignment and Closure (BRAC), which is crit-
ically important to re-align resources currently
consumed by maintaining unneeded facilities.
The need to reduce excess facilities is so critical
that, in the absence of authorization of a new
round of BRAC, the Administration will pursue
new options to reduce wasteful spending on sur-
plus infrastructure within existing authorities.

SUSTAINING THE PRESIDENT’S DEVELOPMENT AND DEMOCRACY AGENDA

The successful pursuit of sustainable global
development and democracy is a central pillar of
U.S. foreign policy and national security and is
essential to building a more stable and prosper-
ous world. The Budget continues to advance the
Administration’s development and democracy
initiatives and activities as it seeks to reduce ex-
treme poverty, encourage broad-based economic
growth, and support democratic governance
and human rights, and to drive progress toward
meeting the global development vision and prior-
ities adopted in the 2030 Agenda for Sustainable
Development.

The Budget provides $1.0 billion for Feed the
Future, the President’s food security initiative,
which uses development programs to reduce
hunger sustainably, address the root causes of
food insecurity, improve economic resilience,
nutrition, and agricultural productivity, and de-
velop regional markets and trade. The Budget
also supports greater climate resilience and
low-emission economic growth in partner coun-
tries, especially the poorest and most vulnerable,
through $1.3 billion in funding for the Global
Climate Change Initiative (GCCI). (See addi-
tional discussion of the GCCI in Chapter 2.) It
also includes $300 million for Power Africa, which
aims to expand electricity access in sub-Saharan
Africa to more than 60 million new households
and businesses by helping to catalyze private

investment in new and cleaner power gener-
ation projects and increasing the capacity of
African governments and utilities to develop and
manage their domestic energy sectors.

More generally, the Budget provides $9.0
billion for the Development Assistance and
Economic Support Fund accounts, $2.3 billion for
the Department of the Treasury’s international
programs, and $1.0 billion for the Millennium
Challenge Corporation, which continues to pro-
vide a powerful example of an evidence-based
approach to development. Together, this fund-
ing supports activities across numerous sectors
of development—including agriculture and
nutrition, environmental sustainability and bio-
diversity, effective and accountable democratic
governance and institutions, infrastructure,
education, addressing corruption and financial
mismanagement in countries working toward
reform, promoting the rights of women and girls
around the world, and enabling sustained and
inclusive economic growth.

Mobilizing the Private Sector to
Advance Sustainable Development

To ensure that investments in global devel-
opment have long-term and transformative
impacts, the United States has increasingly
focused these investments to achieve sustain-
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able development outcomes, mobilize increased
private capital flows, diversify the range of pri-
vate sector and nongovernmental partners with
whom we work, and enable developing countries
to better mobilize and use their own domestic
resources. The Administration has championed
a new model for development assistance that
aims to catalyze private sector and third par-
ty investment, understanding that the sheer
cost of investments needed to achieve the next
generation of development goals is unattain-
able by Official Development Assistance alone.
Development programs that mobilize the private
sector advance U.S. interests, deliver tangible
results within the realm of complex development
finance, and in some cases also support U.S.
economic growth.

The Budget includes roughly $200 million for
the Overseas Private Investment Corporation,
the Trade and Development Agency, and the
U.S. Agency for International Development’s
(USAID’s) Development Credit Authority, and
supports efforts to catalyze private sector funding
through other avenues such as the Millennium
Challenge Corporation, in order to mobilize bil-
lions of dollars to support the Administration’s
priority development projects. These efforts
build on the models of the Administration’s flag-
ship development initiatives like Power Africa
and the New Alliance for Food Security and
Nutrition, which have successfully showcased
how U.S. taxpayer dollars can mobilize greater
investments from the private sector, other do-
nors, and foreign governments. The Budget also
supports efforts to build developing countries’
capacity to mobilize and effectively use domestic
resources—including through improved revenue
and fiscal management—and to attract domestic
and foreign private investment to finance their
own development and reduce their dependence
on foreign aid. For example, the “Doing Business
in Africa” initiative facilitates access and exports
for American companies on a continent that has
six of the top 10 fastest growing countries in the
world.

Addressing Humanitarian Needs

The Budget maintains strong support for food
aid and other humanitarian assistance, provid-
ing about $6.2 billion to help internally displaced
persons, refugees, and others affected by natu-
ral or man-made humanitarian disasters. The
United States has provided over $6 billion an-
nually in humanitarian assistance for the past
several years and continues to be the largest sin-
gle humanitarian donor. Current trends show
a greater number of people in need throughout
the world due to more protracted crises and
more extreme weather events. Meeting urgent
humanitarian needs saves millions of lives and
is integral to advancing the Administration’s
long-term goals of assisting people in crisis and
reducing extreme poverty.

For the Syrian crisis alone, the United States
provided over $4.5 billion in humanitarian as-
sistance through 2015 to address the impacts
of conflict and mitigate the need for affected
populations in Syria and in countries of first
asylum. Refugee resettlement is an important
component in our multifaceted response to the
global refugee crisis and the Budget supports
the admission of at least 100,000 refugees to the
United States. In maintaining our long-stand-
ing tradition of providing refuge to some of the
world’s most vulnerable people, we will continue
to strengthen our robust screening protocols, as
we have no higher priority than safeguarding
the American public.

Advancing Global Health

The Budget maintains support for effec-
tive global health programs, including for the
President’s Malaria Initiative and the President’s
Emergency Plan for AIDS Relief (PEPFAR). To
support the President’s call to end the scourge of
malaria, the Budget includes an increase of $71
million for the President’s Malaria Initiative, for
a total of $745 million. Also, the Budget propos-
es to use an additional $129 million out of the
remaining Ebola emergency funding to combat
malaria. The Budget includes $1.35 billion for
the Global Fund to Fight AIDS, Tuberculosis
and Malaria. When combined with $243 mil-
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lion in 2016 enacted funds above the President’s
matching pledge to the Global Fund’s Fourth
Replenishment, the United States will be able to
contribute nearly $1.6 billion by 2017 toward a
Fifth Replenishment contribution. Building on
the President’s September 2015 announcement
of U.S. HIV/AIDS prevention, care, and treatment
targets through 2017, the Budget includes $4.65
billion for U.S. bilateral PEPFAR efforts, includ-
ing enduring support for PEPFAR’s Impact Fund
to focus on reducing HIV infections in high-bur-
den populations and areas. The Budget also
increases support for Gavi, the Vaccine Alliance
as part of the $1 billion, four-year U.S. pledge,
and continues strong support for other programs
to end preventable child and maternal deaths.

The Administration continues to be vigilant
on Ebola and to prepare to respond to future
outbreaks. The Ebola epidemic in West Africa
spotlighted the need to urgently strengthen
global health security in vulnerable countries
around the world that have poor infrastructure,
limited capacity, high population density, and
major transport hubs. The Budget increases sup-
port for programs to advance the Global Health
Security Agenda (GHSA) at USAID and the
Centers for Disease Control and Prevention, and
continues support for DOD to improve disease
surveillance, laboratory capacity, and biosecurity
in support of the GHSA.

Supporting Let Girls Learn

In March 2015, the President and First
Lady launched Let Girls Learn, which brings
together the Department of State, USAID, the
Peace Corps, and the Millennium Challenge

Corporation, as well as other agencies and
programs like PEPFAR, to address the range
of challenges preventing adolescent girls from
enrolling, completing, and succeeding in school.
Over the past year, the initiative has launched
a $25 million Challenge Fund, supported Peace
Corps Volunteers in 13 countries, and forged ado-
lescent girls’ education partnerships with several
countries. The Budget provides more than $100
million in new funds for Let Girls Learn, which
will augment ongoing investments that support
adolescent girls. Let Girls Learn will continue to
leverage public-private partnerships, and chal-
lenge organizations, governments, and private
sector partners to commit resources to improve
the lives of adolescent girls worldwide.

Building Strong Democratic
Institutions

The Budget continues to provide robust sup-
port for democracy, human rights and governance
programs, recognizing that promoting democra-
cy and good governance reflects American values
and is essential to achieving our broader global
development and national security objectives.
U.S. democracy programs foster good gover-
nance, promote access to justice, strengthen civil
society and reinforce effective and accountable
institutions at all stages of countries’ democrat-
ic transitions. The Budget includes funding for
programs in the areas of rule of law and human
rights, good governance, political competition
and consensus-building, and civil society capaci-
ty-building. It also supports key Administration
initiatives, including the Open Government
Partnership and Stand With Civil Society
initiative.

HONORING OUR COMMITMENT TO VETERANS

The Budget includes $75.1 billion in discre-
tionary 2017 resources for the Department of
Veterans Affairs (VA), a 4.9-percent increase
over 2016. The Budget also includes an ad-
vance appropriation request of $66.4 billion for
2018 medical care, a 2.2-percent increase over
the revised 2017 request. This funding would

ensure continued investment in the five pillars
the President has outlined for supporting the
Nation’s veterans: providing the resources and
funding they deserve; ensuring high-quality and
timely health care; getting veterans their earned
benefits quickly and efficiently; ending veteran
homelessness (which has dropped 36 percent
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since 2010, as measured by the yearly Point-
in-Time count); and helping veterans and their
families get good jobs, an education, and access
to affordable housing.

Improving Veteran Access
to Quality Health Care

The Budget provides $65.1 billion for health
careand continuestosupportthe Administration’s
goal of providing timely, high-quality health
care for the Nation’s veterans. Building on the
increased access made possible by the Veterans
Access, Choice, and Accountability Act of 2014,
the Budget proposes resources and legislative
changes to further improve veterans’ ability to ac-
cess care, as described in the “Plan to Consolidate
Programs of the Department of Veterans Affairs
to Improve Access to Care,” which was submit-
ted to the Congress on November 1, 2015. These
administrative improvements will increase effi-
ciency when veterans are best served by seeing
non-VA medical providers. Further, following
the anticipated release of recommendations
from the Commission on Care in mid-2016, the

Administration will determine how to best meet
veterans’ current and future needs using VA and
community resources.

Speeding the Processing of Disability
Compensation Claims and Appeals

The VA continues to make tremendous prog-
ress reducing the veteran disability claims
backlog, which is down from a high of over
611,000 in March of 2013 to approximately
75,000. However, with approximately 11 per-
cent of all initial claims decisions appealed by
veterans, the increased completion of initial
claims has created a corresponding increase in
the number of appeals. The Budget includes
legislative proposals to streamline the appeals
process and provides additional funding to sup-
port technological improvements and the hiring
of additional employees to continue to reduce
both initial claim and appeal backlogs. Further,
the Budget funds continued efforts to ensure
consistent, personalized, and accurate informa-
tion about services and benefits, especially in
compensation and pension claims processing.






A GOVERNMENT OF THE FUTURE

“In this democracy, we the people recognize that this government belongs to us, and
it's up to each of us and every one of us to make it work better... We all have a stake in
government success—because the government is us.”

—President Barack Obama

The President is committed to driving last-
ing change in how Government works—change
that makes a significant, tangible, and positive
difference in the economy and the lives of the
American people. Over the past seven years,
this Administration has launched successful
efforts to modernize and improve citizen-facing
services, eliminate wasteful spending, reduce the
Federal real property footprint, and spur innova-
tion in the private sector by opening to the public
tens of thousands of Federal data sets and inno-
vation assets at the national labs. Yet, despite
this progress, there is more work to be done. The
President’s Management Agenda is addressing
this by improving the way Government works
and delivers for citizens.

The President’s Management Agenda has
four pillars: 1) Effectiveness—delivering a
Government that works for citizens and busi-
nesses; 2) Efficiency—increasing quality and
value in core operations; 3) Economic Growth—

opening Government-funded data and research
to the public to spur innovation, entrepreneur-
ship, and job opportunities; and 4) People and
Culture—unlocking the full potential of today’s
Federal workforce and building the workforce
we need for tomorrow. The Administration is
executing the President’s Management Agenda
through Cross-Agency Priority (CAP) Goals,
which were introduced by this Administration to
improve coordination across multiple agencies to
help drive performance on key priorities and is-
sues. Performance for each CAP goal is regularly
tracked throughout the year and goal teams are
held accountable for results, which are updated
quarterly on Performance.gov. In addition to the
Management Agenda, the Budget also supports
the President’s commitment to using evidence to
drive policy decisions and his plan to reorganize
the Federal Government so that it does more for
less, and is best positioned to assist businesses
and entrepreneurs in the global economy.

EFFECTIVENESS: A GOVERNMENT THAT WORKS
FOR CITIZENS AND BUSINESSES

A more effective Government will not only
better deliver services for citizens, but will also
use taxpayer dollars more efficiently. Ultimately,
the Federal Government must be able to deliv-

er the user experience and engagement that
the American people and businesses expect
and deserve. The Budget provides resources to
continue the progress toward implementing the
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President’s Management Agenda, focusing on
four key areas: delivering smarter information
technology (IT); strengthening Federal cyberse-
curity; delivering world-class customer service;
and reshaping engagement with communities
and citizens.

Delivering Smarter IT

The Administration has embarked on a com-
prehensive effort to fundamentally improve
the way that the Government delivers technol-
ogy services to the public, called the Smarter
IT Delivery Agenda. The Agenda is focused on
recruiting top technologists and entrepreneurs
to work within agencies on the highest priority
projects, leveraging the best processes to increase
oversight and accountability for IT spending,
and ramping up Government contracting with
innovative companies. To date, these and other
efforts have saved over $3.5 billion.

Recruiting the Best Talent. A key com-
ponent of the Smarter IT delivery strategy is
recruiting the best talent to work as part of,
and with, the Federal Government. In 2014,
the Administration piloted the U.S. Digital
Service (USDS)—a group of select private-sec-
tor innovators, entrepreneurs, and engineers
recruited to Government service to improve and
simplify the digital experience between individ-
uals, businesses, and the Government. Digital
Service experts have worked in collaboration
with Federal agencies to implement streamlined
and effective digital technology practices on the
Nation’s highest priority programs. The team
has also worked to disseminate best practices
such as the U.S. Web Design Standards, an open
source visual style guide to create consistent
and superb user experiences across U.S. Federal
Government websites.

USDS teams have also reimagined how
Government services should be provided to the
public. The USDS supported the United States
Citizenship and Immigration Services (USCIS)
transition to electronic filing and processing of
Form I-90 to renew, or replace, a green card and
the Immigrant Visa Fee payment. Closing down

the old Electronic Immigration System will
save the agency millions of dollars per year in
ongoing operations, maintenance, and licensing
costs, and the newly launched myUSCIS makes
it easier for users to access information about
the immigration process and immigration ser-
vices. USDS supported HealthCare.gov during
the 2015 open enrollment season, and worked
between open enrollment seasons to dramatical-
ly improve site performance and save millions of
dollars per year in operating expenses. In addi-
tion, USDS launched the new College Scorecard
with the Department of Education to give stu-
dents, parents, and their advisors the clearest,
most accessible, and most reliable national data
on college cost, graduation, debt, and post-college
earnings. This new College Scorecard provides
students and families with information on college
performance that can help them identify colleges
that are serving students of all backgrounds well
and providing a quality and affordable education.
It empowers Americans to search for colleges
based on what matters most to them and allows
them to compare the value offered by different
colleges to help improve their decision. Within
the first month, the College Scorecard had over
one million users, more than 10 times the users
its predecessor had in a year. Over a dozen oth-
er organizations have used the Scorecard data
to launch new tools to support students in their
college search and application processes.

To facilitate requests for short-term support,
USDS created a new Rapid Response team in
2015. This team’s work included restoring ser-
vice for the Department of State’s Consolidated
Consular Database, after an outage led to a two-
week suspension of visa issuances worldwide. In
2016, the USDS is partnering with the Internal
Revenue Service (IRS) to bolster electronic au-
thentication procedures, laying the groundwork
for unified and secure taxpayer access to all IRS
digital services.

To institutionalize the dramatic improve-
ments that this approach has demonstrated, the
Budget funds the development of digital services
teams at 25 agencies. These small, high-impact
teams will drive the quality and effectiveness
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of the agencies’ most important digital services.
The Budget also funds the USDS headquar-
ters to maintain and expand the team that
can coordinate these efforts across the Federal
Government. As an example, USDS will work
closely with agencies to provide the new agency
teams with hiring, training, and procurement
support.

To dramatically improve customer satisfac-
tion with Federal technology services, there
is a critical need for IT specialists to serve on
digital services teams. To that end, the Budget
supports the Administration’s aggressive goal
of hiring and placing 500 top technology and
design experts to serve in the Government by
January 2017. In addition, USDS worked with
the Office of Personnel Management (OPM) to
create a term-appointment hiring authority for
Digital Services Experts to more quickly get
talent into Government service. Working with
OPM to expand these flexible hiring options and
spread proven hiring practices across the Federal
Government will remain a priority in 2016 and
2017.

Finally, the Administration has been expand-
ing opportunities for the current Federal IT
workforce to rise to the challenge and sharpen
their skills by increasing training opportunities
for these professionals. For example, this past
year the Chief Information Officer (CIO) Council,
Chief Acquisition Officer Council and the Office
of Management and Budget (OMB) launched the
IT Solutions Challenge. Throughout the course
of several months, over 40 IT and acquisition pro-
fessionals worked in teams to develop innovative
solutions for some of the Federal Government’s
most challenging IT problems. These types of
training programs work in tandem with an en-
hanced focus on expanding the Government’s
digital acquisition expertise. In the past year,
30 Federal acquisition professionals piloted an
innovative approach to digital IT acquisition
training.

Leveraging the Best Processes. The pas-
sage of the first major IT reform legislation
in almost 20 years, the Federal Information

Technology Acquisition Reform Act (FITARA)
in December 2014, gave the Administration’s
ongoing work under Smarter IT Delivery an
added boost. To aid in Government-wide imple-
mentation, OMB released guidance to agencies
on FITARA implementation—Management and
Oversight of Information Technology Resources.
This guidance empowers Federal executives to
help ensure that IT resources and tools are used
effectively and strategically to help programs
better meet their missions. It also places an
emphasis on the IT workforce by focusing on the
relationship between bureau and departmen-
tal CIOs, requiring agencies to have a robust
IT workforce planning process, and positioning
CIOs so that they can reasonably be held ac-
countable for how effectively their agencies use
modern digital approaches.

The Administration has also encour-
aged data-driven processes to provide
effective oversight of Government IT. For exam-
ple, the Administration’s PortfolioStat process—a
data-based review of agency IT assets—has
not only strengthened Federal IT, but made it
significantly more cost effective. PortfolioStat
and other IT reform efforts have helped the
Government achieve more than $3.5 billion in
savings over the past four years while ensuring
agencies are efficiently using taxpayer dollars to
deliver effective and innovative solutions to the
public. PortfolioStat promotes the adoption of
new technologies, such as cloud computing and
agile development practices. As a result of these
continuing efforts, the Federal Government now
spends approximately 8.2 percent of its IT budget
on provisioned services, such as cloud computing.
In addition, agile development—an incremental,
fast-paced style of software development that
reduces the risk of failure—is now used for half
of new software projects compared to just 35
percent in 2012 and IT hardware spending has
declined 25 percent from 2010 levels. In 2017,
the use of PortfolioStat to increase efficiency in
the Federal IT portfolio will continue.

Contracting with Innovative Companies.
The Federal Government must work with pri-
vate-sector innovators to ensure the best use of
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proven and emerging technologies and prac-
tices, which requires rethinking procurement
rules, processes, and practices to reduce bar-
riers to entry. The President has taken bold
steps to create an environment that opens
more Federal contracting opportunities to new
companies—especially to help solve IT challeng-
es—and these efforts are paying off with almost
200 new small businesses winning Federal con-
tracts for IT software development investments
in 2015. In 2017, these efforts to increase digi-
tal acquisition capability within agencies, train
agency personnel in digital IT acquisitions, and
test innovative contracting models will expand.

Strengthening Federal Cybersecurity

Strengthening the cybersecurity of Federal
networks, systems, and data is one of the most
important challenges the Nation faces. As cyber
risks have grown in severity over recent years,
the Administration has executed a comprehen-
sive strategy to address cybersecurity across
the Nation, as outlined in the National Security
Chapter. Building upon the Administration’s
broader efforts for 215t Century Cybersecurity,
in 2015 OMB, in coordination with the National
Security Council (NSC), the Department of
Homeland Security (DHS), the Department of
Commerce, as well as other departments and
agencies, executed a series of actions to bolster
Federal cybersecurity and secure Federal in-
formation systems through the Cybersecurity
Strategy and Implementation Plan (CSIP).

In 2015, these actions and others led to ar-
eas of significant progress across the Federal
Government. Federal civilian agencies took
action to patch critical vulnerabilities, identify
high-value assets, tightly limit the number of
privileged users with access to authorized sys-
tems, and dramatically accelerate the use of
Personal Identity Verification cards or alterna-
tive forms of strong authentication for accessing
networks and systems. Since the Cybersecurity
Sprint, an intensive effort conducted in July 2015
to assess and improve the health of all Federal
assets and networks, both civilian and military,
Federal civilian agencies have nearly doubled

their use of strong authentication for all users
from 42 percent to 81 percent.

Still, as outlined in the CSIP, challenges re-
main. The Federal Government has identified
three primary challenges:

e Qutdated Technology. The Federal
Government relies significantly on hard-
to-defend legacy hardware, software,
applications, and infrastructure, which
make it particularly vulnerable to malicious
cyber activity, as well as costly to defend
and protect.

e Fragmented Governance. Governance
and management structures are unable to
consistently provide effective, well-coor-
dinated cybersecurity across the Federal
Government.

e Workforce Gaps. Workforce shortages and
skill gaps, including training, education, and
recruitment and retention of cybersecurity
and privacy professionals, are significant.

To address these challenges and continue mov-
ing the needle on cybersecurity for the Federal
Government, the Budget invests over $19 billion,
or a roughly 35 percent increase from 2016, in
overall Federal resources for cybersecurity.

Enhancing Federal IT to Secure Federal
Information and Assets. The technology, ar-
chitectures, and processes underpinning Federal
Government operations need to be modernized
to improve cybersecurity. Of the $52 billion in
Federal civilian IT spending planned for 2017,
approximately 71 percent ($37 billion) is ded-
icated to maintaining legacy IT investments.
Improving Federal cybersecurity will require an
accelerated push to strengthen the Government’s
most high-value IT and information assets and
to retire, replace, or upgrade hard-to-defend leg-
acy IT. This will require not just modernizing
hardware and software, but also improving how
we manage the lifecycle of IT investments so
that security gains can be sustained over time.
This approach will improve the Government’s
risk management capability, improve the cy-
ber-defense landscape, and enhance the ability
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to respond to changing threats. Therefore, the
Administration is proposing a revolving fund at
the General Services Administration (GSA), seed-
ed with an initial capital injection of $3.1 billion,
to transition to new, more secure, efficient, mod-
ern IT systems, while also establishing long-term
mechanisms for Federal agencies to regularly
refresh their networks and systems based on up-
to-date technologies and best practices.

A project review board, comprised of experts
in IT acquisition, cybersecurity, and agile devel-
opment, will review agency business cases and
select projects for funding to ensure prioritiza-
tion of projects with the greatest risk profile,
Government-wide impact, and probability of
success. The board would identify opportunities
to replace multiple legacy systems with a small-
er number of common platforms—something
that is difficult for agencies to do when acting
on their own with limited insight into other
agencies’ operations. As a result, the central
fund would achieve a far greater and more rapid
impact than if the funds were allocated directly
to agencies. In addition, a team of systems ar-
chitects and developers would provide additional
oversight and development capabilities to make
these major changes. The revolving fund would
be self-sustaining by requiring agencies to re-
pay the initial investments through efficiencies
gained from modernization, ensuring the fund
can continue to support projects well beyond the
initial infusion of capital. Seed funding of $3.1
billion would address an estimated $12 billion
worth of modernization projects over 10 years.

Finally, the Budget includes $275 million in
funding to accelerate implementation of the DHS
continuous diagnostics and monitoring program.

Streamlining Governance and Ensuring
Effective Oversight. Over the long term, the
Federal Government will need to move away
from a model of IT and cybersecurity governance
where individual departments and agencies
build, provision, and manage nearly all aspects
of their IT and cybersecurity, from infrastructure
to platforms to applications. Instead, IT systems
and cybersecurity capabilities will need to be

built, acquired, and managed in a more holistic
way, one that treats the Federal Government as
an enterprise and that relies more on shared
platforms and common services. This Budget
lays the foundation for shifting to this more
effective approach to Federal cybersecurity by
supporting investments in common IT solutions
for small agencies, more secure, enterprise-wide
e-mail systems, and common cybersecurity tools
and services. Further, the Federal Government
needs to improve not only its hardware and soft-
ware, but how it acquires technology, so that it
can keep up to date with industry best practices
and emerging technologies in the future.

Today’s sophisticated cyber incidents have also
demonstrated the need for more coordinated and
nimble Government efforts when they occur. In
such instances, the Government may need to play
an important coordinating role. Moving forward,
the Budget supports the Federal Government’s
efforts to continue developing policy and plans
that establish a foundation for a scalable, flexi-
ble, and cooperative approach to significant cyber
incident coordination involving both public- and
private-sector stakeholders, and anchors it with-
in the broader National Preparedness System.

In 2016 and 2017, the Administration, includ-
ing OMB and NSC staff, will also coordinate with
DHS to continue working with agencies to iden-
tify and remediate weaknesses in cybersecurity
programs while ensuring agency progress toward
the Cybersecurity CAP Goal through CyberStat
reviews. These reviews provide the opportunity
for agencies to identify the cybersecurity areas
where they may be facing implementation and
organizational challenges.

Strengthening the Cybersecurity Work-
force. Thereis a shortage of skilled cybersecurity
experts and privacy professionals throughout
the IT industry as a whole, and that shortage is
more acute within the Federal Government. The
Budget includes $62 million for three initiatives
to address this recruitment challenge by:

¢ ExpandingtheNationalScience Foundation’s
(NSF) CyberCorps® Scholarship for Service
program to establish a sustainable cadre
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of cyber reservists and enhance opportuni-
ties for career cybersecurity experts across
departments and agencies that can serve
the Federal Government to help rapidly re-
spond to cybersecurity challenges across the
Government;

e Developing a foundational cybersecurity
curriculum for academic institutions to con-
sult and adopt; and

¢ Providing grants to academic institutions to
develop or expand cyber education programs
as part of the National Centers of Academic
Excellence in Cybersecurity Program.

In addition to funding these foundational
workforce initiatives, this Budget also invests
over $37 million to expand standing teams of
cybersecurity experts within DHS to provide
readily-available cybersecurity capabilities to
departments and agencies.

As malicious cyber activity becomes in-
creasingly sophisticated and persistent in
the digital age, so must actions to tackle
them. Cyber threats cannot be eliminated
entirely, but they can be managed much more
effectively. Through these investments, the
Administration continues to lead a broad,
strategic effort to combat cyber threats, up-
date and modernize Federal cybersecurity
policies and procedures, and strengthen the
Federal Government’s overall cybersecurity
infrastructure through modernization efforts.

To complement these steps and focus on long-
term challenges in cybersecurity, the Budget also
supports the creation of the first Federal Chief
Information Security Officer, and the establish-
ment of a blue ribbon commission consisting of
leaders in the fields of cybersecurity, technology,
privacy, national security, and Government that
will identify recommendations for the President,
future Administrations, and the Nation to en-
hance cybersecurity awareness and protections
inside and outside of Government and to em-
power Americans to take better control of their
digital security.

Delivering World-Class
Customer Service

The Administration is continuing its efforts to
improve the quality, timeliness, and effectiveness
of Federal services through three major custom-
er service initiatives. First, the customer service
Community of Practice (COP) established in
2014 is developing standards, practices, and
self-assessment tools for agencies to use on
how to better serve the American people. For
example, the COP has developed a draft assess-
ment framework for programs to use to identify
strengths and weaknesses in their existing cus-
tomer service that will be piloted in 2016.

Second, the Federal Customer Service Awards
program recognizes individuals and teams who
provide outstanding customer service directly
to the American people and identifies effective
practices that can be replicated within and
across agencies. The inaugural awards, an-
nounced in December 2014 by the President and
awarded in December 2015, exemplify how the
Federal Government delivers excellent service
to its customers—the public. For example, the
BusinessUSA Veteran Entrepreneur Initiative
streamlined a complicated process to provide
veterans with easier access to resources on how
to start a new business. Since its launch, the
Veteran Entrepreneur Initiative has served over
250,000 veterans and increased the number of
first-time veteran users to the BusinessUSA
website from 558 to 53,993 users. A second
awardee, the Department of State consular team
serving in Dhahran, Saudi Arabia, used social
media, technology, and innovative strategies to
deliver a range of consular services to U.S. citi-
zens without requiring a visit to the Consulate.
This saved time and money for American citizens
leading to high customer service ratings for the
consular team.

Through a third customer service initiative,
the Administration increased opportunities for
the collection and use of customer feedback data,
which are critical to helping the Government bet-
ter respond to the needs of the public and improve
overall service delivery. In August of 2015, GSA
launched the pilot of FeedbackUSA, a simple tool
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that uses kiosks located in local Federal offic-
es—such as passport offices and Social Security
Administration (SSA) card centers—to allow
customers to rate their experience. Customers
can also provide more detailed feedback using
the FeedbackUSA web portal. Federal agencies
can use FeedbackUSA to solicit, aggregate, and
analyze customer service transactional feedback
in real time so that they can resolve issues and
improve their services to the public. The pilot
was launched in 27 Department of State passport
processing centers and at 14 SSA card centers.
The Transportation Security Administration is
set to join in the spring of 2016.

FeedbackUSA has achieved high initial re-
sponse rates and levels of satisfaction, and
agencies are able to use the data collected to con-
duct meaningful analysis and take immediate
action. Going forward, the Administration will
continue to build and expand on this progress
by improving the collection and use of customer
feedback data across Government programs that
provide services to the public in order to make
tangible improvements in customer interactions.

The Budget supports continued invest-
ments in improving the quality of service the
public receives when they interact with their
Government. For example, the Budget includes
an increase of more than $100 million, or eight
percent, for IRS services to taxpayers, including
for critical activities to improve and modernize
its public-facing IT infrastructure. Although the
2016 Consolidated Appropriations Act reversed
a five-year trend of irresponsible cuts to the IRS
budget—which threatened the integrity of the
tax system and resulted in unacceptable levels
of taxpayer services—the IRS operating bud-
get is still almost $1 billion below 2010 levels,
even before accounting for inflation, and more
resources are needed to achieve satisfactory lev-
els of customer service. The 2017 investments
in the Budget would enable the IRS to provide
taxpayers with the same level of online service
as they have come to expect from their financial
institutions, and would return IRS telephone
service levels to acceptable levels, reducing the
average wait time for taxpayers who call the IRS

by half compared with 2015, and nearly doubling
the share of callers that reach a live assister. The
Budget also supports the SSA’s field operations
and provides the funding necessary to reduce
the disability hearing backlog, as well as ensure
timely assistance to the public who call the SSA
help line. SSA is continuing to improve on-line
customer service with the addition of new ser-
vices to the “my Social Security” portal including
click-to-chat, secure messaging, and online Social
Security replacement cards. Each year, more
than six million customers sign up for eServices
and SSA conducts 87 million transactions online.
At the same time, the Budget provides funding
to ensure that SSA can provide high-quality
face-to-face and phone services to individuals
who need or prefer them. SSA serves over 40
million customers in person at 1,200 field offices
nationwide each year. According to the Foresee
e-Government 2015 Report Card, five of the top
10 ranked Federal websites were SSA online
customer service products.

Reshaping the Way Government
Engages with Citizens
and Communities

Too often in the past, the Federal Government
has taken a “one-size-fits-all” approach to
working with local communities, ignoring the
unique challenges and resources of each place.
Such an approach fails to fully leverage local
knowledge and leadership in maximizing the
impact of Federal resources and Federal-local
collaboration. Addressing entrenched poverty
or improving resilience in the face of climate
change requires cross-sector solutions that bring
together different agencies and different assets
from local, State, Federal, public and private
stakeholders.

From day one, the President called on the
Federal Government to disrupt this outdat-
ed, top-down approach, and to think creatively
about how to make our efforts more user-friend-
ly and responsive to the ideas and concerns of
local citizens. This new approach is simple.
First, we partner with communities by seeking
out their plans or vision. Second, we take a
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one-government approach that crosses agency
and program silos to support communities in im-
plementing their plans for improvement. Lastly,
we focus on what works, relying on evidence and
using data to measure success and monitor prog-
ress, fostering communities of practice to share
and build on local innovations.

As a result, the -collaborative initiatives
launched in the last six years have led to prog-
ress on numerous challenges facing America’s
communities. From sparking economic growth,
to building ladders of opportunity, to combat-
ing climate change, initiatives such as Promise
Zones, Investing in Manufacturing Communities
Partnership, Partnership for Sustainable
Communities, and Performance Partnership
Pilots for Disconnected Youth (P3) have support-
ed holistic responses to pressing issues. Today
over 1,800 communities nationwide—includ-
ing cities, towns, counties, and regions—are
implementing place-based initiatives that sup-
port their integrated goals by busting through
Federal silos to promote outcomes that draw on
resources across agencies and rely on close coor-
dination with local businesses, philanthropy, and
Government.

The place-based approach also improves sup-
port for the innovative work happening in State
and local government. For example, P3 gives
State, local, and tribal governments an opportu-
nity to test innovative new strategies to improve
outcomes for disconnected youth ages 14 to
24, including youth who are low-income and
in foster care, homeless, young parents, those
involved in the justice system, unemployed, or
who have dropped out, or are at risk of dropping
out of school. A first round of nine pilots was
launched in fall 2015. In 2016, P3 will expand
to allow communities to take existing dollars
that they already receive from seven different
Federal agencies, propose better ways to improve
outcomes for disconnected youth, and obtain
flexibility from existing rules to move forward.
In exchange for this flexibility, pilot communities
agree to be accountable for concrete outcomes
related to education, employment, and other
key areas. The Budget supports a fourth round

of Performance Partnership Pilots that allows
communities to draw on existing resources from
across the Departments of Education, Labor,
Health and Human Services (HHS), Justice, and
Housing and Urban Development (HUD), as well
as the Corporation for National and Community
Service and the Institute for Museum and
Library Services.

Many place-based initiatives add capacity for
and deepen community engagement. These ini-
tiatives draw on new tools and methods through
partnerships with local civic technology groups,
as well as technology and data resources provid-
ed by the Federal Government. They recognize
that building local capacity is more effective
when we use all the tools available to us and that
open, high-value data help communities make
data-driven decisions, engage residents in new
ways, and build trust. For example, after the New
Orleans Police Department released 911 calls for
service as its first open data set, the Department
stepped forward in 2015 as a founding mem-
ber of the White House Police Data Initiative,
committing to opening even more data on po-
licing. Inspired by the White House TechHire
initiative, a multi-sector, community-based ef-
fort to increase access to high-paying tech jobs
by empowering Americans with the skills they
need, New Orleans partnered with a local code
academy to teach software development skills
to youth from low-opportunity neighborhoods.
At an event with the New Orleans Police Chief,
participating youth built prototype software on
open policing data. The success of this initiative
has inspired other cities from Indianapolis to
Orlando to follow suit with their own local insti-
tutions, advocacy groups, and tech communities.

The 2017 Budget continues to institutionalize
the Administration’s place-based approach to
coordinating programs that help create jobs and
opportunity, promote resilience and sustainabil-
ity, and implement local visions in communities
across the Nation. At the Federal level, the suc-
cess of this approach relies on both the staff with
the skills and mandate to directly partner with
communities as well as programs that provide
direct funding and support to communities. In
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addition to investments in Federal staffing and
training, the Budget supports key programs such
as Choice Neighborhoods at HUD and Promise
Neighborhoods at the Department of Education,
providing increased funding for distressed com-
munities to plan and implement comprehensive
and community-driven approaches. As another
example, the Budget helps communities adapt to
the changing energy landscape and build a bet-

ter future through the POWER Plus (POWER+)
Plan. The POWER+ Plan invests in workers and
jobs, addresses important legacy costs in coal
country, and drives development of coal Carbon
Capture and Storage (CCS) technology. Together,
these investments and others equip the Federal
Government to partner with communities and
empower them to meet local needs in an efficient,
effective, and integrated manner.

EFFICIENCY: INCREASING QUALITY AND VALUE IN CORE OPERATIONS

Over the years, duplicative administrative
functions and back-office services have made the
Government less effective and wasted taxpayer
dollars. To address this issue, the President has
focused on improving Government efficiency to
maximize the value of Federal spending. For
example, over a two-year period the Federal
Government has reduced its domestic office and
warehouse inventory by 21.4 million square
feet. In an effort to reduce duplication of core
administrative services, such as payroll, across
Government agencies, large departments are
also moving toward the use of shared services.
For example, HUD has transitioned many of
its core financial management functions to the
Department of the Treasury (Treasury). In addi-
tion, in 2015, the Administration announced the
launch of Category Management Government-
wide, which enables the Government to save
money by making purchases for common sets of
goods and services as a single buyer.

The Budget invests in concentrating the deliv-
ery of administrative functions through shared
services, simplifying Federal contracting, contin-
ued benchmarking to drive data-driven Federal
management, implementing new transparency
efforts, and shrinking the Federal real property
footprint.

Expanding Shared Services to
Increase Quality and Savings

Most Federal agencies have similar adminis-
trative functions. Human resources, financial
management, and payroll, for example, are com-

mon administrative functions that all agencies
need, but some agencies are better equipped to
effectively manage them. By creating Shared
Service Providers (SSPs), and concentrating
the delivery of administrative services within a
smaller number of agencies, we can reduce du-
plicative efforts. Further, by giving this task to
agencies with the right expertise, we can unlock
competition between agencies, free up resourc-
es for mission critical activities, and deliver
cost-effective support to agencies.

The use of shared services has grown in recent
years, with smaller agencies leading the charge.
For example, the Securities and Exchange
Commission and the Consumer Product Safety
Commission both utilize shared service providers
for multiple administrative functions. In 2015,
cabinet-level agencies took steps to realize the
benefit of shared service agreements. As noted
above, HUD successfully transitioned many of its
core financial management functions, as well as
select administrative and human-resource func-
tions, to Treasury—the Federal Government’s
largest financial management shared service
arrangement to date. This transition will en-
able HUD to focus its workforce on serving the
Nation’s housing and community development
needs. Other cabinet-level agencies, including
the Department of Labor (DOL) and DHS, will
soon follow, resulting in increased economies of
scale for shared service providers.

With this increasing shift toward using SSPs,
the Administration is taking steps to better man-
age this emerging practice. In the past, shared
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services were managed independently by various
lines-of-business, such as financial management
or human resources, resulting in inconsistent
implementation across agencies. While each
function operates in a unique environment with
specific requirements and challenges, all lines of
business would benefit from closer coordination
and collaboration, supported by a more robust
cross-functional governance model. To support
an enterprise-wide approach to shared services,
in October 2015 the Administration established a
cross-function management and oversight struc-
ture comprised of an interagency Shared Services
Governance Board (SSGB) and a Unified Shared
Services Management (USSM) office within
GSA. Led by the SSGB and USSM, stakeholders
from across the Government will work together
to manage and oversee mission-support shared
services with an initial scope of acquisitions, fi-
nancial management, human resources, travel
and information technology. The Budget propos-
es $5 million to staff the USSM office to oversee
SSPs and facilitate agency transitions to these
more cost-effective services.

Buying as One through
Category Management

The Federal Government is the single larg-
est buyer in the world with annual spending
on goods and services close to $450 billion.
However, because agencies often purchase
goods and services individually, the Federal
Government is not able to fully leverage its size
as a customer to save money. For this reason, in
2015, the Administration announced the launch
of Category Management Government-wide.
Category Management, an approach used exten-
sively by the industry and other governments,
enables the Federal Government to act more
like the single enterprise it is. For example, just
one month after OMB issued a new Category
Management policy on laptops and desktops
that prohibits contract duplication and drives
agencies to standardize configurations, several
vendors dropped their prices for these configura-
tions by 50 percent. With the Federal Government
spending $1.1 billion each year on these products

alone, the potential savings from this policy are
large. To further support Category Management
and the FITARA, GSA recently negotiated better
prices, terms, and conditions for common geospa-
tial software, and awarded a Government-wide
agreement for common application development
services. This agreement will allow agencies to
share and reuse developed applications, code,
and best practices, which could save between 50
and 80 percent on application development costs.

Through reinforcement of this management
best practice, the Budget better leverages buying
power, which leads to increased savings, more
consistent practices across agencies, reduced
duplication, and improved performance for the
American taxpayers. The Administration is
driving the adoption of Category Management
through the implementation of a Category
Management CAP Goal, which focuses on five
areas: hardware; software; telecommunica-
tions; IT security; and IT professional services.
The Federal Government spends over $50
billion per year on purchases in these areas
alone. Implementation of this CAP Goal will
save the Federal Government money, reduce
duplication, increase the use of best-in-class
solutions, and adopt Category Management
principles. Specifically, by the end of 2019, the
Administration aims to save at least $10.5 billion
on IT in the areas of hardware, software, tele-
communications, and outsourcing; and half of all
IT spending should be under Government-wide
management where agencies utilize best-in-
class Government-wide solutions and adopt
Category Management principles. Furthermore,
through the implementation of the Category
Management policy, described above, that pro-
hibits the award of new contracts, mandates
use of standard configurations, and implements
demand management strategies for laptop and
desktop purchases, the Administration aims to
reduce the number of new and renewed contracts
and cut administrative costs by 30 percent by the
end of 2019. In the $1 billion laptop and desktop
Federal market, 75 percent of spending should
move through best-in-class acquisition solutions
by 2019, an increase from 39 percent today.
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The supporting backbone of Category
Management is the Acquisition Gateway, a new
online tool for the Federal acquisition workforce
that contains key contract information and tools
by categories of purchasing. Using this tool, over
5,000 Federal project managers, contracting
specialists, and program officials are now able to
search and compare existing contracts and pric-
es paid under those contracts across hundreds of
contracts and products. Sharing this informa-
tion leverages Government purchasing power,
reduces contract duplication, and streamlines
delivery of goods and services in support of mis-
sion needs. Furthermore, businesses will spend
less time responding to duplicate procurements
and Federal program officials will have more
time to concentrate on managing results.

Shrinking the Federal Real
Property Footprint

The Federal Government is the largest prop-
erty owner in the United States. The domestic
building inventory contains almost 300,000
buildings requiring approximately $21 billion
of annual operation and maintenance expendi-
tures, including approximately $6.8 billion of
annual lease costs. As a result, there are numer-
ous opportunities to save by using Federal space
more efficiently and disposing of unneeded build-
ings, land, and structures. The Administration
has made significant progress on real property.
In 2012, the Administration issued a “Freeze
the Footprint” policy, which directed agencies
to freeze the growth in their office and ware-
house real estate inventory. While it only called
for zero footprint growth, Freeze the Footprint
policy actually led to a 10.2 million square foot
reduction by the end of 2013. Also, by the end
of 2014 the cumulative reduction reached 21.4
million square feet.

In March 2015, the Administration issued the
National Strategy for the Efficient Use of Real
Property (National Strategy) and its companion
policy—the Reduce the Footprint (RTF) policy.
Building on the Freeze the Footprint policy and
agencies’ successes in beginning to reduce their
real property holdings, the five-year National

Strategy’s primary objective is to formally adopt
Government-wide requirements to reduce the
size of the Government’s domestic real prop-
erty portfolio through efficiency improvement
and property disposal. The RTF policy requires
agencies to set annual reduction targets for office
and warehouse space and annual disposal tar-
gets for all building types to improve efficiency
and reduce costs. For the first time, the RTF
policy requires that agencies reduce the size of
their real property portfolios to improve program
efficiency, and agencies have developed and fi-
nalized their first ever five-year RTF reduction
plans to implement the policy. The agencies’ RTF
plans target an aggregate reduction of 60 million
square feet between 2016 and 2020. Agencies
will update their RTF plans and annual reduc-
tion targets annually with the goal of increasing
the magnitude of targeted reductions over time.
The Budget supports further efficiency im-
provement by providing funds for real property
consolidation projects.

To support more ambitious reduction targets,
GSA and OMB have developed a new manage-
ment tool within the Federal Real Property
Profile (FRPP) database that enables agencies
to fully analyze their portfolios. The new man-
agement tool uses the real property performance
metrics developed through the President’s
Management Agenda to measure the perfor-
mance of agencies’ portfolios and thereby identify
and prioritize efficiency opportunities. The man-
agement tool, combined with FRPP’s data quality
improvements, will enhance agencies’ ability to
implement data-driven decision making to devel-
op their annual RTF reduction targets. Focusing
policy on reducing the portfolio, improving the
quality of FRPP data through mandatory data
validation and verification procedures, and the
broad use of the new FRPP management tool
will support higher RTF square foot reduction
targets and efficiency gains in future years.

The Administration has fully deployed its
administrative authority to reform real proper-
ty management as evidenced by the National
Strategy, its real property policies, and fund-
ing requests for the Consolidation Activities
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program. Achieving further progress on real
property reform requires additional legislative
authority, which should embody the core princi-
ples that framed the Administration’s Civilian
Property Realignment Act legislative proposal.
These core principles include the creation of an
independent Board to make real property dis-
position recommendations in the best interest
of the Government, a Government-wide sale
proceeds retention and reinvestment account,
agency proceeds retention, and legislative re-
lief from current program requirements. The
Administration’s proposal of another round of
DOD Base Realignment and Closure (BRAC)
to reduce unneeded facilities demonstrates its
commitment to working with the Congress to
develop authorities using these core principles
that both improve the efficiency of Government-
wide real property portfolio and reduce costs.
(See Chapter 4 for more on the Budget’s BRAC
proposal.)

Benchmarking Agencies

Over the course of this Administration, we
have used regular data-driven reviews—such as
PortfolioStat and AqStat—to advance manage-
ment priorities. Building on these efforts,in 2014
the Administration launched the Benchmarking
initiative by establishing cost and quality bench-
marks for core administrative operations across
agencies to measure performance in key mis-
sion-support areas, including human resources,
financial management, acquisition, IT, and real
property. This initiative allows agencies to see
how their bureaus compare against each oth-
er, how they perform peer-to-peer, and their
individual agency impacts on Government-wide
averages.

In 2015, OMB, in conjunction with GSA,
launched the “FedStat” review with major agen-
cies to have a holistic, data-driven discussion
across all mission-support and mission-deliv-
ery areas. As part of this initiative, OMB met
with agencies to identify potential areas for im-
provement, discuss shared challenges across the
Government, and explore opportunities to pur-

sue cross-agency solutions—including policies,
processes, and leading practices of excellence
for broader application across program admin-
istration and management. These data-driven
reviews led to a number of tangible improve-
ments—such as how agencies may benefit from
shared services or strategies for addressing com-
mon hiring and recruitment challenges—that
can improve the effectiveness and efficiency of
individual agencies and the Government as a
whole.

Reforming Federal Background
Investigations

The Federal Government is responsible for
issuing, handling, and storing much of America’s
most important data. The Government also
performs key functions with these data, such
as conducting background investigations to as-
sess whether individuals may serve as Federal
employees, members of the Armed Forces, or
contractors, be granted access to its facilities and
information systems, and be trusted with clas-
sified and other sensitive information. As the
world’s technologies continue to evolve and the
economy becomes ever more digitally connected,
the Federal Government’s tools, systems, and
processes for managing such sensitive informa-
tion and conducting background investigations
must keep pace with these advancements. This
is necessary in order to better anticipate, de-
tect, and counter malicious activities, as well
as threats posed by trusted insiders, who may
seek to do harm to the Government’s personnel,
property, and information systems.

Last year, in light of increasing cyberse-
curity threats, including the compromise of
information housed at OPM, the Administration
initiated a 90-Day Suitability and Security
review to re-examine reforms to the Federal
background investigations process, assess
additional enhancements to further secure in-
formation networks and systems, and determine
improvements that could be made to the way the
Government conducts background investigations
for suitability, security, and credentialing.
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This review was conducted by the interagency
Performance Accountability Council (PAC),
which is chaired by OMB and comprised of the
Director of National Intelligence, the Director
of OPM, in their respective roles as Security
and Suitability Executive Agents of the PAC,
and the Departments of Defense, the Treasury,
Homeland Security, State, Justice, Energy, the
Federal Bureau of Investigation, and others. It
also included consultation with outside experts.

The review resulted in a series of actions to
modernize and strengthen the way the Federal
Government conducts background investigations
for Federal employees, members of the Armed
services, and contractors, and protects sensitive
data. These changes include the establishment of
the National Background Investigations Bureau
(NBIB), which will absorb OPM’s existing Federal
Investigative Services, and be headquartered in
Washington, D.C. This new Government-wide
service provider for background investigations
will be housed within OPM. Its mission will be to
provide effective, efficient, and secure background
investigations for the Federal Government. Unlike
the previous structure, DOD will assume the re-
sponsibility for the design, development, security,
and operation of the background investigations IT
systems for the NBIB. To support this work, the
Budget includes $95 million in additional resources
that will be dedicated to the development of these
IT capabilities.

While these changes will take time to fully
implement, the Administration has taken and
will continue to take immediate action to move
forward with strengthening the background in-
vestigations process. These include building on
the security measures implemented in response
to the calendar year 2015 OPM cyber incidents,
the establishment of a NBIB transition team,
and a focus on driving continuous performance
improvements to address evolving threats.

These changes build upon the Administration’s
efforts to improve how the Federal Government
performs security clearance determinations, and
protect the safety of American citizens and of our
Nation’s most sensitive information and facilities.

Modernizing Infrastructure Permitting

Building a 215* Century infrastructure in a way
that safeguards communities and the environ-
ment is a key component of the President’s efforts
to strengthen the economy and create new jobs.
Over the last several years, the Administration
has taken action to cut project review timelines
for major infrastructure projects, while improv-
ing environmental and community outcomes.

In 2016, the Administration will work aggres-
sively to implement the permitting provisions
included in the recently enacted Fixing America’s
Surface Transportation Act, many of which align
with ongoing Administration efforts. Among oth-
er things, the law establishes a new interagency
governance structure to oversee the timely pro-
cessing of permits and reviews; enables agencies
to recover reasonable costs for such activities;
and standardizes processes for resolving dis-
putes. Implemented effectively, these reforms
will facilitate more efficient, effective, and timely
Federal permitting decisions.

Consistent with guidance issued from OMB
and the Council for Environmental Quality in
2015, the law requires expanded use of an online
dashboard to track major infrastructure projects
under Federal review. Use of the Dashboard will
improve agencies’ communication with project
sponsors, enhance interagency coordination, and
increase the transparency and accountability of
the permitting process.

Furthermore, the law outlines a compre-
hensive set of procedures that standardize
Federal permitting and review processes for
major infrastructure projects, such as requir-
ing development of coordinated project plans
to include a discussion of potential avoidance,
minimization, and mitigation strategies. To this
end, in November 2015, the President issued a
memorandum to ensure that Federal mitigation
policies are clear, work similarly across agencies,
and are implemented consistently. By encour-
aging agencies to share and adopt a common set
of best practices to mitigate harmful impacts to
natural resources, the Federal Government can
create a regulatory environment that allows us
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to build the economy faster and better while pro-
tecting healthy ecosystems that benefit this and
future generations.

Increasing Federal Spending
Transparency

On May 9, 2014, the President signed the
Digital Accountability and Transparency Act
(DATA Act), setting forth a new commitment to
expand Federal spending transparency. When
fully implemented, taxpayers will be able to
access, search, and download Federal spending
data on a publicly available website. This data
includes obligations, outlays, unobligated bal-
ances, and other budgetary resources for each
appropriations account. Taxpayers will also
have access to more information about Federal
awards as they will be linked with financial data
for the first time. With increased access to this
data, the public will see where, how, and on what
their Government spends their tax dollars.

This level of Federal spending transparency is
unprecedented and requires collaboration among
the Federal and public stakeholders. OMB and
Treasury are the lead agencies for Government-
wide implementation of the DATA Act. During
the first year of implementation, OMB and
Treasury met the statutory deadline for final-
izing financial data standards, in addition to
data definition standards specific to procure-
ment, and financial assistance award reporting
under the Federal Funding Accountability and
Transparency Act. Policy guidance was also
issued to direct agencies on implementing the
DATA Act and, in particular, the data standards
by Federal agencies. Complementing these ef-
forts, Treasury also re-launched USAspending.
gov on a more stable and user-friendly plat-
form. To drive these improvements and provide
greater transparency in Federal spending, OMB
and Treasury have leveraged real-time tools to
gather feedback from the public, such as using
GitHub in the development of the recent data
standards. In 2017, OMB and Treasury will
continue their work with Federal agencies to im-
plement the USAspending.gov data standards.
Further, Treasury will complete its efforts to not

only redesign the current USAspending.gov to
meet DATA Act publication needs, but ensure
that reported financial and award data is pub-
licly available and accurately represented on
USAspending.gov (or its successor site) by May
2017.

The Budget invests in the ongoing work to im-
plement the DATA Act’s data standards across
Federal agencies by the statutory deadline of
May 2017. In particular, the Budget includes
$15 million to support Treasury’s Government-
wide implementation efforts, including building
a DATA Act-compliant USAspending.gov, and
$9 million to fund the work of Federal SSPs
to streamline implementation among several
large and small agencies. With this funding,
the Government will sustain its momentum on
increasing Federal spending transparency.

Reducing the Administrative
Reporting Burden for Federal
Contractors and Grantees

In addition to expanding transparency, the
DATA Act required a two-year pilot program on
reducing the administrative reporting burden
on grant recipients and contractors. OMB be-
gan the pilot in May 2015 with the release of a
National Dialogue to solicit ideas from the public
on their reporting burden and is collaborating
with agencies and the grants and procurement
communities to identify ways to reduce dupli-
cation, redundancy, and unnecessary costs in
Federal reporting requirements. The dialogue
is generating ideas that can be further explored
for streamlined reporting and recommendations
for Federal contractors and Federal grantees.
OMB will complete its DATA Act pilot work in
May 2017 and present its recommendations by
August 2017.

While Federal awarding and reporting process-
es have similarities, there are unique burdens
that could possibly be reduced. To accommodate
those award-specific areas, two tracks are under-
way for Federal procurement and Federal grants.
OMB has engaged HHS to be the executing agent
of the grants-specific portion of the pilot. As the
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largest grant-issuing agency and owner of Grants.
gov and the Payment Management System, HHS
is uniquely positioned to provide tactical leader-
ship and execution of grants-specific pilot efforts.
OMB is leading the procurement-specific areas
of the pilot with collaboration from GSA and the
Chief Acquisition Officers Council.

In support of these pilot activities, the Budget
provides necessary funding to complete testing of
potential solutions to reduce grant and procure-
ment related reporting burden, and supports the
Administration’s broad goals to maximize the
impact of every taxpayer dollar.

ECONOMIC GROWTH: OPENING GOVERNMENT-FUNDED DATA AND RESEARCH
TO THE PUBLIC TO SPUR INNOVATION, ENTREPRENEURSHIP, AND JOB GROWTH

The Budget continues to invest in efforts to
open up Government-generated assets, including
data and the results of federally funded research
and development (R&D)—such as intellectu-
al property and scientific knowledge—to the
public. Through these efforts, the Government
empowers citizens and businesses to increase
the return on our investment with innovation,
job creation, and economic prosperity gained
through their use of open Government data and
research results. The use of this data and scien-
tific knowledge has impacted the private sector,
including fueling innovative start-up companies
and creating American jobs, increasing the trans-
parency of retirement plans, helping consumers
uncover fraudulent charges on their credit card
bills, assisting potential homebuyers in making
informed housing decisions, and creating new
life-changing technologies, such as leading-edge
vaccines.

Opening Data to Spark Innovation

The Administration continues to make prog-
ress toward its open data commitment and data
governance. The data the Government collects
has proven valuable well beyond the original
purposes for which it was collected. For exam-
ple, the U.S. Census Bureau, which collects data
from citizens and businesses through surveys
and other voluntary means, continues to encour-
age community innovators to create web tools
and mobile applications by connecting local and
national public data in one location and hosting
challenges for their use. These challenges have
led to a host of civic solutions including an ap-
plication that helps people with disabilities find

facility accessibility scores, helping local leaders
and entrepreneurs find free meeting spaces, and
aiding food truck vendors find urban areas with
the highest social media activity. By the close
of calendar year 2015, Data.gov featured over
188,000 datasets on topics such as education,
public safety, health care, energy, and agriculture.
To help assist agencies in their open data efforts
and to support the Federal open data ecosystem,
the Administration has built additional resourc-
es such as Project Open Data, which provides
agencies with tools and best practices to make
their data publicly available, and the Project
Open Data Dashboard, which is used to provide
the public a quarterly evaluation of agency open
data progress. Eight Federal agencies co-hosted
open data roundtables that connected agencies
with the organizations that use their data to
help identify high-value datasets and establish
open data priorities.

Fueling the Economy by Bridging
the Barriers from Lab-to-Market

The Budget invests $152 billion in R&D across
Government in 2017, as discussed in Chapter 2.
The Federal Government’s investment in R&D
has produced extraordinary long-term economic
impact over the decades, through the creation of
new knowledge, new jobs, and new industries.
The Federal R&D enterprise will continue to
support fundamental research that is motivated
primarily by the interest in expanding the fron-
tiers of human knowledge, and will continue to
diffuse this knowledge through open data and
publications. At the same time, there remains
significant potential to increase the public’s
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return on this investment through -effective
partnerships with academia, industry, and re-
gional innovation networks. For example, the
National Aeronautics and Space Administration
has partnered with companies to make experi-
mentation on the International Space Station
more accessible to researchers, an approach that
has played a significant role in jump-starting
a new industry in very small satellites. In the
case of the Department of Energy, industry part-
nerships can help broadly develop and deploy
important next generation energy technologies
and high-performance computers.

The Budget reflects the Administration’s com-
mitment to accelerating the transfer of the results
of federally funded research to the commercial
marketplace by prioritizing funding for Lab-to-
Market programs at the National Institute of
Standards and Technology ($8 million) and for
NSF’s public-private Innovation Corps (I-Corps)
program ($30 million). Both of these programs
are developing tools and best practices that
are invigorating efforts to commercialize the

results of federally funded R&D. For example,
the I-Corps program at NSF has 10 agreements
with other Federal agencies that are using its
experiential entrepreneurial curriculum to train
research scientists, graduate students, and other
entrepreneurs in how to identify and mature dis-
coveries ripe for commercialization. In addition,
I-Corps has a growing number of partnerships
with non-Federal entities, such as with the State
of Ohio. The Budget also provides $50 million
in mandatory funding for a new competitive
grant program, building on the success of pri-
or Economic Development Administration-led
activities, to incentivize partnerships between
Federal labs, academia, and regional economic
development organizations to enable the trans-
fer of knowledge and technologies from labs to
private industry for commercialization. In ad-
dition, the Department of Energy is making the
technologies and tools developed by its nation-
al labs more available to small businesses and
entrepreneurs through innovative approaches
designed to unlock new business or productive
opportunities.

PEOPLE AND CULTURE: UNLOCKING THE FULL POTENTIAL
OF TODAY’S FEDERAL WORKFORCE AND BUILDING THE
WORKFORCE WE NEED FOR TOMORROW

In his December 2014 address to Federal Senior
Executives, President Obama said,“[W]e need
the best and brightest of the coming generations
to serve. [T]hose of us who believe government
can and must be a force for good...we've got
to work hard to make sure that government
works.” Through the Management Agenda’s fo-
cus on People and Culture, the Administration
is committed to undertaking executive actions to
attract and retain the best talent for the Federal
workforce and foster a culture of excellence. The
Budget supports efforts to strengthen the Senior
Executive Service (SES) and improve employee
engagement in order to fully capitalize on the
talents in today’s Federal workforce at all levels,
and recruit and develop the talent needed to con-
tinue moving the Federal Government forward
in the 21 Century.

White House Advisory Group

The White House Advisory Group on Senior
Executive Service Reform, comprised of 24 lead-
ers from across the Federal Government, was
announced in December 2014 and charged with
making recommendations for improving the way
the Federal Government recruits, hires, devel-
ops, retains, manages, and holds accountable,
top senior career leaders. The final reforms focus
on three key areas: 1) hiring the best talent; 2)
strengthening SES development; and 3) improv-
ing SES accountability, recognition, and rewards.
On December 15, 2015, the President signed
an Executive Order titled “Strengthening the
Senior Executive Service” that included reforms
to improve the hiring and selection processes
and increase rotations to broaden experience and
succession planning. In addition, the President’s
Management Council formed a subcommittee to
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oversee the implementation, and OPM and OMB
will undertake a set of additional administrative
actions.

The White House Leadership
Development Fellows

Announced by the President in December
2014, the Administration launched the White
House Leadership Development Program.
Through this program, GS-15 (and equivalent)
emerging leaders participate in rotational as-
signments to drive progress on CAP Goals and
lead change across Departments and programs.
Agencies nominated dozens of their top-per-
forming employees, who then were assessed by
panels comprised of existing executives across
Government. The initial class of 17 Fellows
entered the program in October 2015, and are
now working on cross-agency priorities such as
shared service centers, climate change, and hu-
man capital. Participants in the program will
gain valuable experience by playing a key role
in addressing critical management challenges
facing the Federal Government and will build
networks and best practices to bring back to their
agencies. Many of the Fellows will be prepared
to join the SES upon completing the program.

Hiring Excellence

The Hiring Excellence Initiative of the People
and Culture CAP Goal is designed to enable
agencies to hire the best talent from all back-
grounds. In 2015, the Administration worked
with agencies to understand their hiring chal-
lenges through the annual FedStat process while
deploying OPM policy experts to provide ses-
sions to identify and solve agency-based policy

barriers to successful Federal hiring. An inter-
agency team consisting of OMB, the Presidential
Personnel Office, and OPM also developed the
Hiring Excellence Campaign, which will launch
in calendar year 2016 as an educational out-
reach vehicle to enable agencies to attract highly
qualified and diverse talent through engaged
and empowered hiring managers, supported by
highly skilled human resources staff. The team
will also partner with the Office of the Federal
CIO, DHS, and others on specific Cybersecurity
Workforce initiatives as outlined in the 2015
Cybersecurity Implementation Plan.

Employee Engagement

In both the private and public sector, an
employee’s investment in the mission of their or-
ganization is closely related to the organization’s
overall performance. Engaged employees dis-
play greater dedication, persistence, and effort
in their work, and better serve their custom-
ers—whether they are consumers or taxpayers.
This makes employee engagement a critical
performance measurement for Federal agencies.
Starting in 2014, the Administration embarked
on a campaign to improve employee engagement.
Each agency named a senior level official to be
accountable for determining the best method for
improving employee engagement within their
specific organizational culture. A team from
OMB and OPM met with all 24 Chief Human
Capital Officers Act agencies and hosted four
conferences at the White House. As a result
of these efforts, after years of steady declines,
for the first time in the history of the survey
the 2015 Federal Employee Viewpoint Survey
showed either improvement or holding steady on
all questions.

MEASURING RESULTS: SETTING GOALS AND TRACKING PERFORMANCE

Improving Performance
and Accountability

Too often, multiple agencies work in isola-
tion from one another to tackle a challenge,
rather than delivering an integrated response

that better addresses the problem. The
Administration uses CAP Goals to overcome
this mismatch, helping break down organiza-
tional barriers to achieve better performance
and results than one agency can achieve on its
own.
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For example, DOD and the Department of
Veterans Affairs (VA) have partnered to improve
veterans mental health. Through this collabora-
tion, last year over 11,000 individuals participated
in 144 VA medical center-hosted Mental Health
Summits across the Nation in order to identify
unmet needs and increase awareness of communi-
ty-based programs and services for organizations
supporting veterans and their families. Newly
available data also shows that, for those service-
members completing a Post-Deployment Health
Reassessment in 2013, who screened positive for
posttraumatic stress disorder (PTSD), depression,
or alcohol abuse and received a referral to mental
health specialty, or behavioral health in primary
care, 55 percent received care at VAs or DOD (2013),
up from 46 percent in 2011, and nearing the target
of 56 percent by 2016.

Agencies have also used the Priority Goal pro-
cess to drive performance improvements. For
example, HUD and VA have reduced the total
number of homeless veterans; the Department of
Justice has improved the protection of the most
vulnerable within society, including victims and
survivors of human trafficking, and the Small
Business Administration has helped increase
small business access to capital by adding new
lenders to its flagship lending program.

While there has been impressive progress
made on CAP Goal priorities, from improving citi-
zen interactions with Federal agencies—through
the launch of the Feedback USA customer ex-
perience initiative within the Customer Service
CAP Goal, to the establishment of the first-ever
Government-wide shared services management
and oversight operation model by the Shared
Services CAP Goal team—overall performance
delivery across agency boundaries remains a
challenge, and in many cases significant manage-
ment improvements require investments that
cut across agencies and budget accounts. The
Budget continues the enacted 2016 authority for
the OMB Director, with prior notification to the
Congress, to transfer up to $15 million to support
these crosscutting management initiatives rath-
er than handling them on a case-by-case basis.

More details about the Federal Government’s
specific performance framework can be found
on Performance.gov and in the Analytical
Perspectives volume of the Budget. The
Government can, and should, be more effective
and efficient, and this authority provides a pow-
erful tool to turn management reform ideas into
real and lasting results for the American people.

USING EVIDENCE AND EVALUATION TO DRIVE INNOVATION AND OUTCOMES

The President has made clear that policy de-
cisions should be driven by evidence—evidence
about what works and what does not, and evi-
dence that identifies the greatest needs and
opportunities to solve great challenges. Over
the past seven years there has been growing
momentum for evidence-based approaches at
all levels of government, as well as among non-
profits, foundations, faith-based institutions,
and community-based organizations. In addi-
tion, Members of Congress from both parties,
visionary governors and State legislatures,
action-oriented mayors, and the non-profit and
research communities are promoting greater
use of data and research in policymaking and
program management.

As discussed in prior chapters, the
Administration’s embrace of this approach has
resulted in important gains in areas ranging
from reducing veteran homelessness, to im-
proving educational outcomes, to enhancing
the effectiveness of international develop-
ment programs. In addition to continuing and
expanding these effective strategies, the
Budget proposes to invest in a broad variety
of additional evidence-based approaches to
tackle important challenges. For example,
the Budget provides substantially more very
low-income families with rental subsidies
to move to higher-opportunity areas, which
research has demonstrated can have large
positive effects on children’s—especially
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young children’s—educational attainment and
long-term earnings; proposes evidence-based
strategies to end chronic and family homeless-
ness; establishes an Apprenticeship Training
Fund that would help meet the President’s goal
to double the number of apprentices across the
United States to give more workers the oppor-
tunity to develop job-relevant skills while they
are earning a paycheck; incentivizes States to
adopt evidence-informed approaches to crim-
inal justice reform; and encourages States to
adopt evidence-based psychosocial interven-
tions to address the behavioral and mental
health needs of children in foster care and re-
duce reliance on psychotropic medications and
improve overall health outcomes.

To enable future administrations and the
Congress—as well as State and local leaders—
to drive even more resources to policies backed
by strong evidence, the Budget proposes a se-
ries of legislative changes and investments
to accelerate learning about what programs
work and why.

The Budget also expands the use of inno-
vative, outcome-focused grant designs that
focus Federal dollars on effective practices
while also encouraging innovation in service
delivery. The proposed Emergency Assistance
and Service Connection Grants (discussed
in Chapter 3), the Upward Mobility project
(also discussed in Chapter 3), the expansion
of Performance Partnership Pilots (discussed
earlier in this chapter), funding for Education
Innovation and Research, a new program
that replaces and builds on the successes of
Investing in Innovation (discussed in Chapter
3), First in the World, and the continued pro-
posals to invest in Pay for Success are all
examples of how the Administration is propos-
ing to partner with States, communities, and
consortia across the Nation to make it easier
to test and validate promising evidence-based
approaches. All of these models include strong
validation and evaluation requirements and
hold grantees accountable for achieving out-
comes, while also granting flexibility on how

to best achieve those outcomes within their
community.

Improving Capacity to Build
and Use Evidence

Federal agencies, States, communities, and
the nonprofit community have made notable
progress in developing and implementing ev-
idence-based practices and in learning which
practices are more effective. As discussed in the
Analytic Perspectives volume chapter, Building
the Capacity to Produce and Use Evidence, the
Administration is making progress in develop-
ing the Federal capacity to more routinely and
reliably develop high-quality evidence to inform
important policies. However, significant chal-
lenges remain, and in order to continue making
progress, evidence-building must be cheaper and
easier to do. One way to do this is by making bet-
ter use of data the Government already collects
through administering programs—also known
as “administrative data”—to answer important
questions about the effectiveness of Federal
programs and policies.

Employment and earnings data are among the
most valuable Federal administrative informa-
tion. Because many Federal (as well as State and
local) programs are intended, in whole or in part,
to increase employment and earnings, accurate
employment and earnings data are needed to
measure performance or conduct rigorous evalu-
ations across a range of programs. The National
Directory of New Hires (NDNH) is a database
of employment and Unemployment Insurance
(UD information administered by the Office of
Child Support Enforcement within HHS. Access
to this data is tightly controlled by statute, and
HHS implements strong privacy, confidentiality,
and security protections to safeguard the data
from unauthorized use or disclosure—there
has never been a breach of the national NDNH
data. Currently several programs are suc-
cessfully using this data for program integrity,
implementation, and research purposes.

The Budget proposes to build on this strong
history of data stewardship and protection



106

A GOVERNMENT OF THE FUTURE

to allow additional programs and agencies to
access this valuable data to learn what works
and improve program implementation, while
continuing to protect the privacy, security, and
confidentiality of that data. Specifically, the
Budget supports a package of proposals de-
signed to clearly specify the purpose for which
the datamay be used, require that the minimum
data necessary be used to achieve the purpose,
and include strong penalties for the unautho-
rized access, use, disclosure, or re-disclosure of
the data. In order to streamline access to the
data by authorized agencies for program integ-

rity purposes, the package includes a proposal
which would allow the authorized agencies ac-
cess to the NDNH data through the Do Not Pay
Business Center at Treasury. In addition, each
component of the package is designed to satisfy
the Administration’s criteria for when author-
ity to access NDNH data should be considered.
The package also requires HHS to review each
agency’s data security before allowing that
agency to access the data, prohibits HHS from
granting access to the data for any purpose
not authorized in statute, and requires HHS to
publicly report on the use of NDNH data.

NDNH Access Proposals

AGENCY PROPOSAL
PRIVACY AND CONFIDENTIALITY PROTECTIONS
The Package would: 1) require the Administration for Children and
Families (ACF) to review an entity’s data security prior to granting
HHS/ACF access to NDNH data; 2) prohibit ACF from granting access to

NDNH data for any reason not authorized in statute; and 3) require
ACF to generate public reporting on the use of records.

PROGRAM INTEGRITY PROPOSALS

HHS/Centers for Medicare
& Medicaid Services

Assist with income and employer verification and improve the
Affordable Care Act advance premium tax credit payment accuracy
to reduce improper payments.

Department of
Agriculture/Rural Housing
Service

Verify eligibility and validate the income source information
provided by means-tested single family housing loan applicants and
multifamily housing project-based tenants.

Railroad Retirement
Board

Establish eligibility for processing disability benefits in a more
efficient manner.

Department of Labor/UI

Require (rather than permit) states to cross-match with NDNH to
identify improper payments.

EVALUATION/STATISTICAL/PROGRAM ADMINISTRATION PROPOSALS

Multi/Statistical and
Evaluation Access

Access to NDNH for Federal statistical agencies, units, and
evaluation offices or their designees for statistical, research,
evaluation, and performance measurement purposes associated with
assessing positive labor market outcomes. Would reduce cost of the
2020 Census by several hundred million dollars.

Workforce Programs at
Departments of Labor and
Education

Provide access for program administration, including Federal
oversight and evaluation, and authorize data exchanges between
State child support and workforce agencies.
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Reorganizing Government: Reforming
to Win in the Global Economy

The Administration will also continue efforts
to drive lasting change in how Government works
through reorganizing or consolidating Federal
programs to reduce duplication, and identify cost
savings to allow the Government to invest more
in productive activities. The President is again
asking the Congress to revive an authority that
Presidents had for almost the entire period from
1932 through 1984—the ability to submit propos-
als to reorganize the Executive Branch through

a fast-track procedure. In effect, the President is
asking that the next President have the same au-
thority that any business owner has to reorganize
or streamline operations to meet changing cir-
cumstances and customer demand. For example,
consolidating business and trade promotion into
a single department would enhance Government
productivity and effectiveness. Bringing togeth-
er the core tools to expand trade and investment,
grow small businesses, and support innovation,
would help American businesses compete in the
global economy, expand exports, and create more
jobs at home.
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Table S-1. Budget Totals

(In billions of dollars and as a percent of GDP)

Totals

2017-  2017-
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026

Budget Totals in Billions of Dollars:

Receipts 3,250 3,336 3,644 3,899 4,095 4346 4572 4756 4949 5177 5411 5669 20,555 46,517
Outlays .... 3,688 3951 4147 4352 4644 4880 5124 5415 5626 5827 6,152 6,462 23,148 52,630
Deficit 438 616 503 454 549 534 552 660 677 650 741 793 2,593 6,113
Debt held by the public .....cccceoveveiviieneee 13,117 14,129 14,763 15324 15982 16,615 17,264 18,016 18,793 19,548 20,396 21,302
Debt net of financial assets ...........cocceveeenee 11,882 12,498 13,001 13,454 14,003 14,5637 15,089 15,748 16,424 17,074 17,814 18,607
Gross domestic product (GDP) ........cccccceuenene 17,803 18472 19,303 20,130 21,013 21,921 22,875 23,872 24912 25995 27,123 28,301
Budget Totals as a Percent of GDP:
RECEIPES v 183% 181% 189% 194% 195% 19.8% 20.0% 19.9% 19.9% 199% 20.0% 20.0% 19.5% 19.7%
OULLAYS oot 20.7% 21.4% 21.5% 21.6% 221% 223% 224% 22.7% 22.6% 22.4% 22.7% 22.8% 22.0%  22.3%
DEfiCIt eoveeieeieicecieeerecce e 2.5% 3.3% 2.6% 2.3% 2.6% 2.4% 2.4% 2.8% 2.7% 2.5% 2.7% 2.8% 2.5% 2.6%
Debt held by the public ......ccccoevirininieineee 73.7% 165% 165% 76.1% 761% 15.8% 155% 755% 754% 15.2% 752% 75.3%
Debt net of financial assets ........coccoceeenenee. 66.7% 67.71% 674% 668% 66.6% 66.3% 66.0% 66.0% 659% 65.7% 65.7% 65.7%
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Table S-2. Effect of Budget Proposals on Projected Deficits

(Deficit increases (+) or decreases (—) in billions of dollars)

Totals

2017- 2017-
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026

Projected deficits in the adjusted baseline! 616 612 655 785 814 881 1,055 1,120 1,143 1,273 1415 3,748 9,753
Percent of GDP ........ooooiuviiiiiiiieeiee e e 33% 32% 33% 37% 37% 39% 44% 45% 44% 4.T% 5.0% 3.5% 4.1%

Proposals in the 2017 Budget:?2
Tax reforms and investments in innovation,
opportunity, and economic growth:

Mission INNovation ... e e * 1 2 3 4 4 5 5 5 6 29
Investments in a 21t Century infrastructure ® ...........ccccoeceees. s 7 18 27 36 43 44 42 38 32 26 130 312
Impose an 01l fE€ ......cceceeieriirieieciee s e -7 -14 -22 -28 -35 -41 —42 —43 -43 —43 -107 -319
Transition to a reformed business tax system ........cccccecceeee e -36 -60 -60 -60 -60 24 it e e v -275 -299
Elements of business tax reform * ...........ccccoooiiiiiiiinnienne. * -33 -61 -60 -56 -55 -55 -56 -56 -58 -59 —265 -549
Middle-class and pro-work tax reforms ........cccccccceeevcveeeiciiens eeeenene 6 25 24 25 26 26 27 28 29 30 105 246
Fund America’s College Promise ® .......ccccccoevvviviiieiiiiicicieeee e * 1 2 3 4 5 6 9 14 17 9 61
Child care for all low-and moderate-income families with

young children ..........ccoocoiiiiiiiiiiiiie e e 3 4 5 6 7 8 9 11 12 14 24 78
Capital gains tax reform ........cccccooviviiiiiiniiineee e -15 -25 -21 —22 -23 -23 -25 -26 =27 -29 -105 -235
Focus retirement tax incentives on working and middle-

class families .......coccooviiiiiiiiiiies e -2 -2 -2 -3 -3 -3 -3 —4 —4 —4 -12 -30
Financial fee .......cccccvieiiriiniiiieeceeee s e -6 -11 -11 -11 -11 -12 -12 -12 -13 -13 -50 -111
Investments in early education and children’s health ¢ ........ ... * 1 3 6 8 10 11 12 12 11 19 76
Tobacco tax fiNaNnCINgG .......cccccveerviieriiiiiieiece e e -10 -13 -13 -13 -12 -12 -11 -11 -10 -10 -61 -115
Replacement of mandatory sequestration ..........cccccceevcieviiens e 10 18 19 20 21 23 24 25 35 7 88 202

Additional discretionary proposals, including investments in

education, infrastructure, innovation, and security ......... ... 18 44 52 49 41 -19 —48 -62 -72 -80 204 =77
Additional mandatory and tax proposals ..........ccccceeeuenn . -1 4 -15 -20 -25 -31 -38 —41 —40 —42 —45 -86 -292
Debt service and indirect interest effects ........c.cccoceeienicn. —* -1 -3 —6 —10 -13 —17 —21 —26 =31 37 —32 —164

Total, tax reforms and investments in innovation, oppor-

tunity, and economic growth ...........cccceceeverienenienienennen -1 —62 -93 -82 -81 -91 -124 -135 -151 -160 209 -409 -1,189
Additional deficit reduction from health, tax, and immi-

gration reform:
Health SAVINGS ..ccveoviiieieieeeeee e ees aeaeaeaas 6 1 -6 -24 -33 —43 -54 —64 -71 -90 -56 -378
Curbing inefficient tax breaks for the wealthy and closing

100PhOLES T e e -56 -74 -81 -89 -95 -101 -106 -112 -118 -124 -394 -955
Immigration reform ..........cccccoovieiiiiiiiiiiecee e e 4 3 -5 -10 -20 -20 -25 -29 -34 -34 -28 -170
DIEDE SEIVICE .oouvievieiieiieiieiieie ettt ettt e e eva e _eireees —* -2 -5 -10 -15 21 —28 -36 —44 —54 —33 -216

Total, additional deficit reduction ...........ccocoveeveevenvvevenies e —46 —71 97 132 164 185 213 241 268 -301 -510 -1.719

Subtotal, tax reforms, investments, and additional
deficit reduction -1 -108 -165 -179 -213 -254 -309 -349 -392 427 511 -920 -2,908
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Table S-2. Effect of Budget Proposals on Projected Deficits—Continued

(Deficit increases (+) or decreases (—) in billions of dollars)

Totals

2017- 2017-

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026

Other changes to deficits:

Reductions in Overseas Contingency Operations ...........ccceeee eevenene —* -37 -55 -63 -67 -76 -81 -84 -86 -88 -221 -636

DEDE SEIVICE .oeuviiiiiiiiieieeiiee ettt __eirieee —* —* -2 -4 =7 =10 —13 -16 =20 —23 —14 —96

Total, other changes to deficits .........cccooceviieniieiiiiiiiiiiiens e —* =37 =57 —67 =74 —86 -94 -100 105 111 —235 —732

Total proposals in the 2017 Budget -1 -109 202 -236 -280 -329 -395 443 492 -533 -622 -1,155 -3.640

Resulting deficits in 2017 Budget 616 503 454 549 534 552 660 677 650 741 793 2,593 6,113

Percent of GDP ......ccooieiiiiieiecieeeeeeeeee et 33% 26% 23% 26% 24% 24% 28% 27% 25% 2.7% 2.8% 2.5% 2.6%

Memorandum:

Debt held by the public in the adjusted baseline ...................... 14,129 14,869 15,620 16,502 17,399 18,360 19,490 20,690 21,917 23,278 24,788

Percent of GDP .......coooiiiiiiiiiiiice 76.5% T17.0% 776% 785% 79.4% 80.3% 81.6% 83.1% 84.3% 85.8% 87.6%
Debt held by the public in the 2017 Budget ... ... 14,129 14,763 15,324 15,982 16,615 17,264 18,016 18,793 19,548 20,396 21,302
Percent of GDP _...oooooiiieieiiiiniiiiiiiiiiiiiiiiiiiiiiiiies 76.5% 765% 761% 761% 75.8% 75.5% 75.5% 754% 752% 752% 75.3%

* $500 million or less.

1See Tables S-4 and S-8 for information on the adjusted baseline.

2For cumulative deficit reduction since January 2011, see Table S-3.

3 Investments in a 21st Century infrastructure include $385 billion in new resources over 10 years for investments in a more innovative, cleaner, and safer transportation
system through the 21st Century Clean Transportation Plan and assistance to families with burdensome energy costs. These investments, and an existing $110 billion
Highway Trust Fund solvency gap, are fully paid for, including outlays outside the 10-year budget window, with $319 billion in net revenues from a new oil fee and $176
billion in transition revenues from business tax reform. The remaining $123 billion of transition revenues would be available for deficit reduction.

4The cost of business-related tax provisions enacted in December 2015 is projected to be nearly $500 billion over the 2016 to 2026 period.

5Including grants to Historically Black Colleges and Universities, Hispanic-Serving Institutions, and other Minority-Serving Institutions.

6Includes proposals to expand home visiting and enact Preschool for All.

"Includes proposals to implement the Buffett Rule by imposing a new “Fair Share Tax,” rationalize Net Investment Income and Self-Employment Contributions Act (SECA)
taxes, and reduce the value of certain tax expenditures.
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Table S-3. Cumulative Deficit Reduction Since 2011

(Deficit reduction (—) or increase (+) in billions of dollars)

2017-
2026
Deficit reduction achieved through January 2016, excluding Overseas Contingency
Operations (0OCO):
Enacted deficit reduction excluding pending Joint Committee enforcement:

DISCretionary SAVINIZS 1 ..ociiiiiiiiiiieeeiie ettt ettt ettt e bt e ste e e b e e taeebaessseebeeeraeeteeenbeenseaenes -1,758

MANAALOTY SAVITIZS .uvviiiiieiiiiiieitieeieeeteeteeeteeteeette e teeesbeeseeesbeesseaesseeesseessaessseesseessseenseeenseenssensses -157

REVEIIUES ..oiiiiiee ettt ettt e et e e st e e ettt e et e e sbbteesabeeeeanaeas -814

DIEDE SEIVICE ..nueieiiieiiieite ettt ettt ettt e b e et ht e e bt eenb e bt e nb e e teeenbeenaaeenes =1.061

Subtotal, enacted deficit reduction excluding pending Joint Committee enforcement ........ -3,790
Pending Joint Committee enforcement:?

Discretionary cap redUCtiONS ........cccciiiiiiieiiiiie et eeiee et e eeteeesireeebee e esaeeeensaeeessaaeesssseeeensneas -354

Mandatory SEQUESETATION ........cccviiiiiiriieiieeie ettt ete et et e st e et e e e tteebeessseebeeesseeseeenseenseaenns —202

DIEDE SEIVICE  .vviiiiieiiieeiie ettt ettt et e e et e e b e e bt e et e e tbeebeeetb e e bt e e nbeeneeenbeennaeenns —125

Subtotal, pending Joint Committee enforcement .............ccoccveeviiiiiienieniiinierieee e —680

Total, deficit reduction achieved, excluding OCO .........cccccuveeviiieeiiieeeee e e —4,470

Tax reforms and investments in innovation, opportunity, and economic growth: 3

MiSSION INNOVATION ..iiiiiiiiiiiiiiiie ettt ettt e bbbt e st e e te et e e bt e saeeeaees 29
Investments in a 21st Century iInfrastructure ...........ccoccveiiiiiiiieiiie e 312
TMPOSE AN 011 FEE ..ocvviieiiiiiiiciieie ettt ettt e et eetb e et eabeebaeenbeeaeeeabeeneas -319
Transition to a reformed business tax SYSEEM ........ccceviiiiiiiiiiiiiieiie e —299
Elements of business tax reform 4 ...........occooiiiiiiiiiii e -549
Middle-class and pro-work tax TefOrIS ........cccccciiieiiiieeiiiiecciieeeciee e ee et eeesaeeeeeaeeesraeeesaaaeeeanes 246
Fund America’s College Promise .........ccccceeevveeiciiieeiiieeeiiee e . 61
Child care for all low-and moderate-income families with young children . 78
Capital gains tax refOrm .........ccccoevieiiieiiieiiieieee e —235
Focus retirement tax incentives on working and middle-class families ...........ccccoevvevviienienninennen. -30
FINANCIAl £88 ..eeiiiiiiiiii ettt ettt et ettt et et beeeabeeaeas -111
Investments in early education and children’s health ..........c.cccccoiiiiiiiiiiiiiiiceeeece s 76
TobACCO tAX FINATICITIZ ....vviieeiiiieeiiieecciee et ee ettt e et e e e teeeste e e sbee e e abaeeesssaeeassseeesssaeeessaeeenssaeeanssaeens -115
Replacement of mandatory sequestration ...........cccccceeeiieeiiiiieeiiie e e 202
Additional discretionary proposals, including investments in education, infrastructure,

INNOVALION, AN SECUTIEY  .eiiiiiiiiiiiiiiiietie ettt ettt et e st e et e e sateenbeesabeebeesnaeeneeas =77
Additional mandatory and tax Proposals ...t —292
Debt service and indirect interest effects ........ccooooiiiiiiiiiii e —164

Total, tax reforms and investments in innovation, opportunity, and economic growth ............ -1,189

Additional deficit reduction from health, tax, and immigration reform: ®
HeEalth SAVINES ..iooiiiiiiieeeiteeee et e et e e ettt e e st e e e s ttee e s bt eeesabaee e asaeeensseesanaaeeennnaeeennnes -378
Curbing inefficient tax breaks for the wealthy and closing loopholes ..........cccccoccieiiiiiiieniinnieennen. -955
IMMIration TEIOTIN .......ooiiiiiiiiiiiiie ettt ettt et e et e st e ebee et e e beesabeeaeas -170
DIEDE SEIVICE .eniiiiiieitieetee ettt ettt b e et e bt e et e he e e bt e bt e e bt e eat e e bt et e e b teenteeneas —216

Total, additional deficit TEAUCTION .......cccvvvviiiiiiiiiiiiee et e e et e e e e e e enaaes -1.719
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Table S-3. Cumulative Deficit Reduction
Since 2011—Continued

(Deficit reduction (-) or increase (+) in billions of dollars)

2017-
2026
Subtotal, tax reforms, investments, and additional deficit reduction -2,908
Grand total, achieved and proposed deficit reduction excluding OCQO ........cccecrncescveccsens -7,378
Memoranda:
Revenue and outlay effects of achieved and proposed deficit reduction:
Enacted outlay reductions and 2017 Budget spending proposals .........ccccccevevviieiniieeinieeennnen. -3,760
Enacted receipt increases and 2017 Budget tax proposals .........ccccoevievieniiiiniieniiieniecieeeee -3,448
ImMmigration TEIOTI ........cociiiiiiiiiiii et ettt sttt e -170
Savings in Overseas Contingency Operations (OCO):
Enacted reduction in OCO funding .........cccccoeiieiiiiiiiiiieieee e -1,050
Proposed reductions in OCO ........ccccuiiieiiiieiiiiieeiie et et e eere e e sree e ebee e saaee e ersaaeessaaeeenseeeensneas -636
DIEDE SEIVICE ittt ettt ettt ettt ettt ettt s —401
Total, savings in overseas contingency operations (OCO) .......ccccccemirrieririienenienenieneneene -2,087

! Excludes savings from reductions in OCO.

2 Consists of mandatory sequestration for 2017-2025 and discretionary cap reductions for 2018-2021.

3 See Table S-2 for details on tax reform and investment proposals.

4 The cost of business-related tax provisions enacted in December 2015 is projected to be nearly $500
billion over the 2016 to 2026 period.

5 See Table S-2 for details on additional deficit reduction proposals.
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Table S-4. Adjusted Baseline by Category !

(In billions of dollars)
Totals
2017- 2017-
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026
Outlays:
Appropriated (“discretionary”) programs:
DEfONISE ..ottt 583 595 601 638 666 683 696 702 719 736 753 771 3,275 6,954
NON-AEFENISE ..eovviiieniieiieieriee ettt 581 627 614 626 638 648 660 674 689 705 721 738 3,186 6,713
Subtotal, appropriated programs ..........cccoceveiereriienenieenenne 1,165 1,223 1215 1265 1,304 1,330 1,356 1,376 1,408 1,441 1474 1509 6,461 13,667
Mandatory programs:
S0CIAl SECUTILY ...vvevvereieieeiieie et 882 924 967 1,025 1,089 1,157 1224 1297 1373 1454 1538 1,626 5,463 12,750
MEICATE ...veeveeneieeieniieiieie ettt saesse e nsessaensesneenes 540 589 602 611 674 725 781 879 912 936 1,046 1,114 3,393 8,281
MediCaid ....ocvevieeieiieiieieee e 350 367 377 398 424 444 469 496 525 555 589 632 2,112 4,908
Other mandatory programs .............ccceevevveereeeesreeeenieeeesve s 529 608 629 647 692 712 742 786 791 794 828 878 3,422 7,497
Subtotal, mandatory programs .............cccceeeevierieeienieeiennenne 2,301 2487 2574 2681 2879 3,038 3,217 3,457 3,601 3,738 4,000 4,250 14,389 33,436
NEt INEEIEST .vevuieeiiieiieiere e 223 240 304 390 473 547 609 669 729 783 838 901 2,323 6,243
Adjustments for diSaster COStS 2.........oivviimiieiiiiiiiieiieeeecee e e 2 6 8 8 9 9 10 10 10 10 10 40 90
Joint Committee enforcement 3............ccooiiiiiiiiiniiii s e -9 -73 -96 -104 -107 —56 —36 —29 —36 -7 -390 554
Total OULLAYS .oevieeieiieiieieeeee e 3,688 3,952 4,089 4,270 4,568 4,820 5,085 5,455 5,713 5,943 6,286 6,662 22,832 52,890
Receipts:
Individual inCome taXeS ......ccecvevereeeienierieie e 1,541 1,628 1,724 1,793 1,878 1,988 2,095 2205 2319 2437 2559 2,688 9,478 21,686
Corporation inCome taAXES .........ccereeeeriereeriesienieeiesieeeesseseessennns 344 293 343 364 401 454 461 467 471 478 486 495 2,023 4,419
Social insurance and retirement receipts:
Social Security payroll taxes ..........ccceveeveerrievienieeienieeeesie e 770 798 827 864 899 934 983 1,031 1,075 1,127 1,176 1,236 4,507 10,152
Medicare payroll tAXES ........ccceevvieriieiiienieeiee e 234 244 253 264 276 287 302 317 331 347 362 381 1,383 3,122
Unemployment iNSUTanCe ...........cceevveeerveeeniiveeeniiieeenrieesseeeeennns 51 50 49 46 46 47 48 48 49 50 51 52 235 486
Other retirement .... 10 10 10 11 11 12 12 13 13 14 15 16 56 127
EXCISE LAXES .eeiuviiiiiiiiieeieeie e 98 97 86 105 106 108 114 117 120 124 128 134 520 1,142
Estate and ift taxes .....ccocveeeriererieieceeeeeee e 19 21 22 24 25 26 28 30 31 33 36 38 126 294
Customs dULIES ...veeveriieieiieieieeiee et 35 37 40 42 44 46 48 49 51 53 54 56 219 483
Deposits of earnings, Federal Reserve System ..........cccccceeeeniine 96 116 65 44 38 42 48 55 60 65 69 74 237 560
Other miscellaneous receipts .........ccccevvveeviieriieiienieerieeeie e 51 43 58 57 59 62 65 68 71 74 75 78 302 667
TOtal TECEIPLS weuvievreiiriiiiiit ettt 3,250 3,336 3477 3615 3,783 4,006 4204 4400 4593 4.801 5012 5.247 19.084 43.137
Deficit 438 616 612 655 785 814 881 1,055 1,120 1,143 1,273 1415 3,748 9,753
NEt INEETEST 1.veeiieiieiieiieiere e 223 240 304 390 473 547 609 669 729 783 838 901 2,323 6,243
Primary deficit 215 376 308 265 312 267 272 386 390 359 435 514 1425 3,510
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Table S-4. Adjusted Baseline by Category '—Continued

(In billions of dollars)
Totals
2017- 2017-
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026
On-budget defiCit .......oovieiiiiiiiiieie e 466 623 608 634 741 737 788 939 972 966 1,064 1,179 3,508 8,628
Off-budget deficit / surplus (-) ... 27 -7 4 21 45 77 93 116 148 176 210 236 239 1,125
Memorandum, budget authority for appropriated pro-

grams: *

DEfENSE et aaeeas 586 607 611 664 678 693 709 726 743 761 780 798 3,346 7,154

NON-AETENSE ....uvviierieeeiieeeeee e et 527 556 531 566 579 591 603 618 633 649 665 681 2,871 6,116

Total, appropriated funding ..............ccceevveevieeviienieerieieeieennns 1,113 1,163 1,142 1,230 1,257 1,285 1312 1344 1376 1410 1444 1479 6,216 13,270

1 See Table S—8 for information on adjustments to the Balanced Budget and Emergency Deficit Control Act (BBEDCA) baseline.

2These amounts represent a placeholder for major disasters requiring Federal assistance for relief and reconstruction. Such assistance might be provided in the form of
discretionary or mandatory outlays or tax relief. These amounts are included as outlays for convenience.

3 Consists of mandatory sequestration for 2017-2025 and discretionary cap reductions for 2018-2021.

4Excludes discretionary cap reductions for Joint Committee enforcement.
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Table S-5. Proposed Budget by Category

(In billions of dollars)
Totals
2017- 2017-
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026
Outlays:
Appropriated (“discretionary”) programs:
DEfENSE ...eiiiiiiiiieieee e 583 595 608 589 591 597 603 602 614 626 638 650 2,987 6,117
Non-defense 581 627 625 629 635 639 646 651 660 671 684 698 3,175 6,538
Subtotal, appropriated programs ............ccocceeveeeriiiinienieennen. 1,165 1,223 1,233 1,219 1,226 1,236 1,249 1,253 1,274 1297 1322 1,348 6,162 12,655
Mandatory programs:
S0cial SECUTIEY .vveeviiriiiiiieiieeee e 882 924 967 1,025 1,089 1,156 1223 1295 1375 1452 1536 1,624 5,461 12,740
MEICATE ..cuviiiiieiiiiiieeiiee ettt 540 589 598 601 656 695 744 833 857 870 974 1,030 3,294 7,858
MeEICaIA ..oovviieiiieiieeiieiie et 350 367 386 405 426 450 474 501 528 559 593 631 2,140 4,952
Other mandatory programs ............ccocceeveeeriienieenieenieeeeeieeees 529 607 651 700 764 790 831 878 887 897 934 983 3,737 8,315
Allowance for immigration reform ...........ccoccevvieniiinieniiieniies eveeees e 5 10 15 20 20 25 30 35 40 50 70 250
Subtotal, mandatory programs ...........ccccceeeeiieiiiienienieenen. 2,301 2487 2606 2,741 2950 3,112 3,292 3,532 3,675 3,813 4,077 4,318 14,702 34,116
Net INterest ..oooveiiiiiieee e 223 240 303 385 460 523 574 621 668 706 744 787 2,244 5,769
Adjustments for disaster CoStS! .......coiiiiniiiiiinii e e 2 6 8 8 9 9 10 10 10 10 10 40 90
Total OULLAYS «o.eeiiiiiiiiiieiee e 3,688 3,951 4,147 4,352 4644 4,880 5,124 5415 5,626 5,827 6,152 6,462 23,148 52,630
Receipts:
Individual income taXes .......ccceeverierienierieieneerie e 1,541 1,628 1,788 1,891 1,985 2106 2,222 2339 2461 2586 2,716 2,853 9,992 22948
Corporation inCome taAXES ........cceecvveeruierieeriienieeiieenieeieeseeeaeenenes 344 293 419 493 525 575 582 554 537 546 556 568 2,594 5,355
Social insurance and retirement receipts:
Social Security payroll taxes ........ccccccceriiiiiieniienieeieeeeen 770 798 827 863 898 932 980 1,028 1,072 1,124 1,173 1,232 4,500 10,129
Medicare payroll taxes ....... 234 244 254 265 278 289 304 319 333 349 364 383 1,389 3,137
Unemployment inSUrance ...........cceccveeeeeeveeercreeeenveeessnnnnns 51 50 50 52 53 54 56 57 60 60 61 64 265 568
Other retirement .......c..ccociiiiiniiiiiiiiicceee 10 10 10 11 11 12 12 13 13 14 15 16 56 127
FXCISE LAXES .vievviiiiiiiiieeiieiie ettt ettt et e 98 97 110 143 153 165 178 189 193 196 201 206 748 1,734
Estate and gift taxes ......coccoeviieiiiiiieeee e 19 21 22 32 34 37 40 43 47 51 55 60 164 421
CuStoms dULIES ....eeiueieiiiiiieiie et 35 37 40 40 41 42 44 45 47 48 49 50 207 445
Deposits of earnings, Federal Reserve System ............cccccuveenneen. 96 116 65 44 38 42 48 55 60 65 69 74 237 560
Other miscellaneous receipts ........c.ccecvveeeriieeeniieeeniieeereeeesveeens 51 43 58 58 60 63 66 69 71 74 76 78 304 673
Allowance for immigration reform ..........cccccocvveieiiieiniiieeceeecis e e 1 7 20 30 40 45 55 64 74 84 98 420
Total TECEIPES ...viiiiiiiiiiieeee e 3,250 3,336 3,644 3,899 4,095 4346 4572 4756 4949 5177 5411 5,669 20,555 46,517
Deficit 438 616 503 454 549 534 552 660 677 650 741 793 2,593 6,113
Net INterest ..oocoiviiiii e 223 240 303 385 460 523 574 621 668 706 744 787 2,244 5,769
Primary deficit / surplus (-) 215 376 201 69 90 11 -22 39 9 -56 -3 6 349 344
On-budget defiCit .......coveiiiiiiiiiieie e 466 624 502 433 506 458 460 544 529 475 532 558 2,358 4,997
Off-budget deficit / SUrplus (=) ..ooooeeeiieniiiiieieeee e, =27 -8 2 21 44 76 92 115 147 175 209 235 235 1,116
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Table S-5. Proposed Budget by Category—Continued
(In billions of dollars)

Totals

2017- 2017-

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026

Memorandum, budget authority for appropriated pro-

grams:
DEfEnSe ..ceevinieiiiiiereee e 586 607 610 584 593 599 614 624 636 648 661 674 3,000 6,243
NON-AEFEIISE ..eviiiiiiiieieieiee e 527 556 540 561 570 575 590 589 601 613 626 639 2,836 5,904
Total, appropriated funding ............ccoceevviriiiniieniiniienens 1,113 1,163 1,149 1,145 1,163 1,174 1205 1,213 1,237 1,261 1,287 1,313 5,836 12,147

!These amounts represent a placeholder for major disasters requiring Federal assistance for relief and reconstruction. Such assistance might be provided in the form of
discretionary or mandatory outlays or tax relief. These amounts are included as outlays for convenience.
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Table S-6. Proposed Budget by Category as a Percent of GDP

(As a percent of GDP)
Averages
2017- 2017-
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026
Outlays:
Appropriated (“discretionary”) programs:
DEfENISE ..ottt 3.3 3.2 3.1 2.9 2.8 2.7 2.6 2.5 2.5 24 24 2.3 2.8 2.6
Non-defense 3.3 34 3.2 3.1 3.0 2.9 2.8 2.7 2.6 2.6 2.5 2.5 3.0 2.8
Subtotal, appropriated programs ............ccocceeveeriiienienieennen. 6.5 6.6 6.4 6.1 5.8 5.6 5.5 5.2 5.1 5.0 4.9 4.8 5.9 54
Mandatory programs:
Social SeCUTrity .....ccevvvevviiieiiiieiccece e 5.0 5.0 5.0 5.1 5.2 5.3 5.3 54 5.5 5.6 5.7 5.7 5.2 54
MediCare ......ccccviviiiiiiiiiiiiiicee e 3.0 3.2 3.1 3.0 3.1 3.2 3.3 3.5 34 3.3 3.6 3.6 3.1 3.3
Medicaid ....ocvevieiiiiiiiieet e 2.0 2.0 2.0 2.0 2.0 2.1 2.1 2.1 2.1 2.2 2.2 2.2 2.0 2.1
Other mandatory programs ............ccocceevieeriieniieenieeeieesieeieeees 3.0 3.3 34 3.5 3.6 3.6 3.6 3.7 3.6 3.4 34 3.5 3.5 3.5
Allowance for immigration reform ..........cccoooveriineniininiiins e e * * 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.1 0.1
Subtotal, mandatory programs ..........ccccceecerieneniiencnieenenne 129 135 135 136 140 142 144 148 148 147 150 153 139 144
Net INterest c..oocveiiiiiiieec e 1.3 1.3 1.6 1.9 2.2 2.4 2.5 2.6 2.7 2.7 2.7 2.8 2.1 2.4
Adjustments for disaster CoStS ! .......coiiiiiiiiiiiiiies e * * * * * * * * * * * * *
Total outlays .....ccccciviiiiiiiiiie e 20.7 214 215 216 221 223 224 227 226 224 227 228 220 223
Receipts:
Individual income taXes .......ccceevverierierierienieneeie e 8.7 8.8 9.3 94 94 9.6 9.7 9.8 9.9 99 100 101 9.5 9.7
Corporation iNCOmMe tAXES ........cceeceeeriierieeniieniieeiieenieeiee e eaeenenes 19 1.6 2.2 2.4 2.5 2.6 2.5 2.3 2.2 2.1 2.1 2.0 2.5 2.3
Social insurance and retirement receipts:
Social Security payroll taxes ........ccccccceriiiiiieniienieeeeeeen 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.4 4.3 4.3
Medicare payroll taxes ....... 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3 14 1.3 1.3
Unemployment inSUrance ...........cceccveeeeeveeerivveeenveeesnnenns 0.3 0.3 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.2
Other retirement ...........coceeveverieninieeeeeceeeeee 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
EXCISE LAKES t.veiuiiiiiiiiiieiere ettt 0.6 0.5 0.6 0.7 0.7 0.8 0.8 0.8 0.8 0.8 0.7 0.7 0.7 0.7
Estate and gift taxes .......cceceveeiiiniiiinicee 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Customs dUbIes ....coceeruieieriiieiieeceeee e 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Deposits of earnings, Federal Reserve System ............cccccuveeneeen. 0.5 0.6 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.2 0.2
Other miscellaneous receipts ........c.ccecvveeerivreeriieeeniieeerreeerveeens 0.3 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Allowance for immigration reform ..........cccccoevveieiiieiniiie s eeveeeee e * * 0.1 0.1 0.2 0.2 0.2 0.2 0.3 0.3 0.1 0.2
Total TeCEIPES woveereiiiieiiieeere e 183 181 189 194 195 198 200 199 199 199 200 200 195 19.7
Deficit 2.5 3.3 2.6 2.3 2.6 24 24 2.8 2.7 2.5 2.7 2.8 2.5 2.6
Net interest ... 1.3 1.3 1.6 1.9 2.2 24 2.5 2.6 2.7 2.7 2.7 2.8 2.1 24
Primary deficit / surplus (-) 1.2 2.0 1.0 0.3 0.4 01 -0.1 0.2 ¥ -0.2 —* * 0.4 0.2
On-budget defiCit .....coeeeeriieiiriiiiiiic e 2.6 34 2.6 2.1 24 2.1 2.0 2.3 2.1 1.8 2.0 2.0 2.3 2.1
Off-budget deficit / SUrplus (=) ....cocvvveveriiencnienenceecieeeee -0.2 —* * 0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8 0.8 0.2 0.4
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Table S-6. Proposed Budget by Category as a Percent of GDP—Continued
(As a percent of GDP)

Averages

2017- 2017-

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026

Memorandum, budget authority for

appropriated programs:
DEfEnSe ..oeooviniiiiiiierieee e 3.3 3.3 3.2 2.9 2.8 2.7 2.7 2.6 2.6 2.5 2.4 2.4 2.9 2.7
NON-AEFEIISE ...eoviiiiiiiieieieiee e 3.0 3.0 2.8 2.8 2.7 2.6 2.6 2.5 2.4 2.4 2.3 2.3 2.7 2.5
Total, appropriated funding ............ccceeevevveeevciieeeiiieenieeenns 6.2 6.3 6.0 5.7 5.5 5.4 5.3 5.1 5.0 4.9 4.7 4.6 5.6 5.2

*0.05 percent of GDP or less.
!These amounts represent a placeholder for major disasters requiring Federal assistance for relief and reconstruction. Such assistance might be provided in the form of
discretionary or mandatory outlays or tax relief. These amounts are included as outlays for convenience.
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Table S-7. Proposed Budget in Population- and Inflation-Adjusted Dollars

(In billions of constant dollars, adjusted for population growth)

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Outlays:
Appropriated (“discretionary”) programs:
DIEFEIISE ..oovvieiieiieiieiecee ettt e re et teenaenaeens 608 572 556 544 533 515 509 504 498 492
NON-AEFEIISE ..vvievieniieiieieeete ettt ettt e e e seeneesteeneeneeenes 625 611 598 583 571 557 547 540 534 528
Subtotal, appropriated programs ............cccceeceerieeiiienieenieene e 1,233 1,183 1,153 1,127 1,103 1,072 1,056 1,044 1,031 1,020
Mandatory programs:
S0CIAL SECUTILY ..vveuviriieieriieieeiiete ettt ettt et e e seeen 967 996 1,025 1,054 1,082 1,108 1,138 1,168 1,199 1,230
Medicare 598 583 617 634 657 713 711 700 760 779
Medicaid 386 393 400 410 419 429 438 450 463 478
Other mandatory Programs ...........ccceeecveeeeiieeeeieeeeeee e e e e e e sveeeens 651 680 719 721 734 752 736 721 728 744
Allowance for immigration reform ............cccccoviiiiiiiiiiinice 5 10 14 18 18 21 25 28 31 38
Subtotal, mandatory programs ..........ccccceeeriienieniene e 2,606 2,662 2,776 2,837 2,907 3,023 3,048 3,067 3,181 3,268
NEE INEETESE 1.vievieiieiieieeieie ettt ettt et eeae s e eseesesseessenseas 303 373 432 477 507 531 554 568 580 596
Adjustments for disaster CoStS? .......coiiiiiiiiiiiii e 6 7 8 8 8 8 8 8 8 8
TOLAL OULLAYS .vevievierieiieiieiieie ettt be e sba e saaens 4,147 4,226 4,370 4,449 4,526 4,635 4,667 4,687 4,800 4,892
Receipts:
Individual income taxes .... 1,788 1,836 1,868 1,920 1,963 2,002 2,041 2,080 2,119 2,160
Corporation INCOME LAXES .......cccveeruierieeiieeieeieeeeeesteeeteenteeereessaeeseesareeseensnas 419 478 494 524 514 474 445 439 434 430
Social insurance and retirement receipts
Social Security payroll taXES .......cccccecvieeeiiiiieeiiie e 827 838 845 850 866 879 889 904 915 933
Medicare payroll tAXES ......ccccccceeeeiiieeeiiiieeeiie e et e e e e e e et e e e e e aaaeeas 254 258 261 263 268 273 276 281 284 290
Unemployment iNSUTANCE ........ccc.eeeevvieeeiiiieeiiieeecieeeesreeeeeeeeereeeeeereeeeeneas 50 50 50 50 49 49 50 48 48 48
Other retirement ...........coocuiiiiiiiiiiee e 10 10 10 11 11 11 11 11 12 12
FEIXCISE TAXES 1.vievievieiieieeiiete ettt ett ettt et e te et e ste et e saeesbesbeestebeeaeesesseeseeseensenseas 110 139 144 150 157 162 160 158 157 156
Estate and gift taxes ......coevieriiiiiiee e 22 31 32 33 35 37 39 41 43 46
Customs duties ........... e 40 39 39 39 39 39 39 38 38 38
Deposits of earnings, Federal Reserve System ........c.ccccceevvivenciiieeniiieeniieeennns 65 43 36 38 42 47 50 52 54 56
Other miscellaneous reCEIPES .......ccceevrvuireeriiieeiiiieeeireeeeieeeerree e eeeaaeeesnneees 58 56 56 57 58 59 59 60 59 59
Allowance for immigration reform .............ccoccoeviiiiiiiiieniiiene e 1 7 19 27 35 39 46 51 58 64
Total receipts 3,644 3,786 3,853 3,962 4,038 4,070 4,105 4,164 4,222 4,292
Deficit 503 440 517 487 488 565 562 523 578 600
D= A BRSSO 303 373 432 477 507 531 554 568 580 596
Primary deficit / surplus (-) 201 67 84 10 -19 33 8 45 -2 5
On-bud@et AEfICI vovveveeeieiieeieie ettt sae e nae e 502 420 476 417 407 466 439 382 415 423
Off-budget deficit / surplus (-) 2 20 41 70 81 99 122 141 163 178
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Table S-7. Proposed Budget in Population- and Inflation-Adjusted Dollars—Continued

(In billions of constant dollars, adjusted for population growth)

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Memorandum, budget authority for appropriated programs:

DIEIEIISE ..ttt 610 568 558 546 543 534 528 521 516 510
NOD-AEFENSE .vvvovevresireiiecieete ettt 540 544 536 525 521 504 499 493 488 484
Subtotal, appropriated Programs ..........ccccccceeeevueeeriieeerieeeesreeeesreeeseeeeenns 1,149 1,112 1,094 1,070 1,064 1,038 1,026 1,014 1,004 994
Memorandum, population and inflation indexes:
POPUIALION ..ottt 1.00 1.01 1.02 1.03 1.04 1.05 1.06 1.07 1.07 1.08
INAIAtION Lottt 1.00 1.02 1.04 1.07 1.09 1.12 1.14 1.17 1.19 1.22
Population and INAation .............coevererieieierieineeieeeseeeeeeeieen 1.00 1.03 1.06 1.10 1.13 1.17 1.21 1.24 1.28 1.32

!These amounts represent a placeholder for major disasters requiring Federal assistance for relief and reconstruction. Such assistance might be provided in the form of
discretionary or mandatory outlays or tax relief. These amounts are included as outlays for convenience.
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Table S-8. Bridge from Balanced Budget and Emergency Deficit
Control Act (BBEDCA) Baseline to Adjusted Baseline

(Deficit increases (+) or decreases (-) in billions of dollars)

Totals

2016- 2016-

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2020 2025

BBEDCA baseline deficit 438 615 636 719 875 917 994 1,121 1,167 1,185 1,325 1,440 4,141 10,380
Adjustments for provisions contained in the Budget Con-
trol Act:
Set discretionary budget authority at cap levels!.......ccooviiiiiiiies viiiies e =27 -3 7 7 5 4 4 3 3 2 -11 5
Reflect Joint Committee enforcement?..........ccccovviiviiiiiiiiiiiiiiiiis vvieiee eveeeiee e —64 -96 -104 -107 —56 -36 —29 -36 -7 371 -535
SUbtotal ..ooiiiiiii e e e —27 —67 -89 -97  -102 -52 -32 —26  -33 -5 381 -530

Adjustments for emergency and disaster costs:

Remove non-recurring emergency Costs ........cccovvveviiiiiiiniiiieniiiies v e -2 -3 —6 -8 -8 -8 -8 -9 -9 -9 -26 =70
Add placeholder for future emergency costs 2 2 6 8 8 9 9 10 10 10 10 10 40 90
Reclassify surface transportation outlays:
Remove outlays from appropriated category.........ccccevveeevveeennnnnn. —4 -4 —4 -5 -5 -5 -5 -5 -5 -5 -5 -5 -24 —48
Add outlays to mandatory category ..........cccccoeveeiieniiiniieniieeen. 4 4 4 5 5 5 5 5 5 5 5 5 24 48
SUDBLOTAL ..o eetveiee eeteiee eveieeevvveeies eveeieee teeveiens aeveriere eveieee vevieies eveenene eveveree aevseiere aevereiee veenenes
Total program adjustments ..........cccooceevieriiiiniieniieeeeee e e 2 -24 —62 -86 -95 -101 -51 -30 -24 -32 -4 -368 510
Debt service on adjustments ........ccccceeeeeiiieeiiiiieece s e, * —* -1 —4 -8 -12 -15 -17 -18 —20 21 26 -117
Total adjustments .......c..coeeveririininiine e 2 —24 -64 90 -103 -113 —66 —47 —43 -52 -25 -394 -627
Adjusted baseline deficit 438 616 612 655 785 814 881 1,055 1,120 1,143 1,273 1,415 3,748 9,753

#$500 million or less.

!Includes adjustments for discretionary and mandatory program integrity.

2 Consists of mandatory sequestration for 2018—-2025 and discretionary cap reductions for 2018-2021.

3These amounts represent a placeholder for major disasters requiring Federal assistance for relief and reconstruction.
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Table S-9. Mandatory and Receipt Proposals

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026

Mandatory Initiatives and Savings:
Legislative Branch:
Provide additional funding for the World War
I Centennial CommiSSion ....cccccocvvvervivienis v 6 7 6 et e e e v e e 19 19
Agriculture:
Reduce premium subsidies for harvest price
revenue protection and improve prevented

planting coverage ......c.coevevevevninienienenes e -1,259 -1575 -1,794 -1,843 -1878 -1,891 -1910 -1,937 -1961 -1,963 -8,349 -18,011
Reauthorize Secure Rural Schools ................ ... 178 188 105 63 40 T e e 574 581
Enact Food Safety and Inspection Service

(FSIS) fee ..ooviiiiiiiiiieiecccreeeie e -4 —4 -4 -5 -5 -5 -5 -5 -5 -5 —22 —47

Enact biobased 1abeling fe€ ......cccccvviiiviiiiiies s et e v eeveiee svevene ereree evverenveevenes eveveeee mvenene e e
Enact Grain Inspection, Packers, and Stock-

yards Administration (GIPSA) fee ............ ... -30 -30 -30 -30 -30 -30 -30 -30 -30 -30 -150 -300
Enact Animal Plant and Health Inspection
Service (APHIS) fee ....cccocvevcvvvniiiciciiee v —20 27 —27 —28 —29 -30 -31 -32 -33 -34 -131 -291

Enact Natural Resource and Conservation

Service (NRCS) Conservation User Fee ..... .. it riviir e e evveiee e e e e e v e
Establish Rural Housing Service Guaranteed

Underwriting SYStem FEe .....ccccviiviviiiiiiiiis rriviies cverieiee erereee evenies v evenee eveiee sveveie eevenene eeveeies eveneeeeeeeeeavenaens
Fund the Agriculture and Food Research

Initiative at the authorized level of $700

MILLON et e 16 114 114 8l e e e e e 325 325
Create State option to improve Supplemental

Nutrition Assistance Program (SNAP)

access for elderly ......ccccoevviiiiviiiiiiiieecies s 10 23 36 44 50 57 64 71 77 85 163 517
Establish a summer Electronic Benefits

Transfer program ........cccccevvvvvenvnicenieiinee e 127 214 326 462 625 1,053 1,521 2,038 2,595 3,209 1,754 12,170
Increase The Emergency Food Assistance

Program funding to equal 2015 levels ...... ... 30 35 50 50 50 50 50 50 50 50 215 465

Modify SNAP simplified reporting require-
ments to include out-of-State moves ......co oo e i e e e e e

Total, Agriculture .......cccccevevvevenieiciiens e -952 -1,062 -1224 -1206 -1,177 -789 -341 155 693 1,312 -5,621 —4,591
Commerece:

Enact Scale-Up Manufacturing Investment

INItIALIVE 1 oo e e 155 365 365 365 e e e e e 1,250 1,250
Create National Network for Manufacturing

INNOVALION .ooviiiiiiiiieecces e e 100 200 300 350 350 300 200 90 950 1,890
Recapitalize National Oceanic and Atmo-

spheric Administration research fleet ........ ... 70 25 B i e e e e e 100 100
Renovate lab facilities at the National Insti-

tute of Standards and Technology (NIST) .  ........ 12 14 16 32 16 10 s e e e 90 100

Support Lab to Market efforts in the Eco-
nomic Development Administration . 30 15 B e e e e e

. 50 50
Total, Commerce ..........cccccoeviiiiiiinininninne 112 309 591 697 731 360 300 200 90

2,440 3,390
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Education:
Support Preschool for All .....cccoovvvivvvvciiieiins e 130 1,235 3,110 5456 7,360 8,773 9,787 9,356 17,291 66,042
Enact RESPECT: Best Job in the World ........  ........ 50 200 300 300 150 s 1,000 1,000
Create Computer Science for All . 40 720 1,070 1,200 660 280 30 3,690 4,000
Fund America’s College Promise, including

grants to Historically Black Colleges and

Universities, Hispanic-Serving Institu-

tions, and other Minority-Serving Institu-

15107 0 OO ORPUPPOOO 38 847 1,616 2,887 3911 5249 6,033 9,189 14,362 16,669 9,299 60,801
Enact Pell completion and reform policies .....  ........ 65 248 238 235 255 277 307 325 336 349 1,041 2,635
Shift mandatory funds to support Pell poli-

CLES toueiiiiieeiieett ettt et -65 —248 —238 -235 —255 —277 =307 -325 -336 -349 -1,041 -2,635
Extend Pell CPLincrease ...cccccvcvvvevcvecenceces v v 186 920 1,721 2,600 3,528 4,492 5522 6,609 7,746 5,427 33,324
Implement College Opportunity and Gradua-

tion Bonus Program ........ccccoccevviiiiiiiiiiics e 104 307 420 600 635 668 699 731 765 801 2,066 5,730
Reform student loan Income-Based Repay-

ment plans 2 ..o e -1,151 -2,220 -3,294 -4294 -5083 -5668 -6,149 -6,713 -7,058 -7,234 -16,042 -48,864
Reform teacher loan forgiveness benefits ...... ... it it e e 112 249 301 322 337 358 112 1,679
Limit Federal revenue to 85 percent of total

revenue at for-profit universities (loan

EffECS) toiiiiie s e e e e -1 —4 1 —4 -2 3 -7 -5 -14
Reform and expand Perkins loan program .... —795 —595 —497 —431 —404 —408 —409 —392 —339 —2.623 —4.575

Total, Education .........cccocevvieveneiienennnene 480 3,547 7,372 9,910 12,676 14,781 19,200 24,901 27,350 20,215 119,123

Energy:
Enact nuclear waste management program .. ... ... 56 94 107 169 267 233 317 1,115 -1,656 426 702
Reauthorize special assessment from domes-

tic nuclear utilities ® ..o e -208 212 217 —222 -227 -232 —237 —243 —248 -254 -1,086 -2,300
Allow the United States Enrichment Cor-

poration Fund to use balances to support

Uranium Enrichment Decontamination

and Decommissioning ........cccecevveeviievciens e 472 674 394 82 s e e v e e 1,622 1,622
Provide additional research and development

(R&D) funding for Advanced Research

Project Agency-Energy Trust ....ccccocevvvvvees e 8 39 102 186 304 384 371 276 174 6 639 1,850
Provide additional R&D funding for Office of

SCIENCE ...eevieiiieiieeieeetcee et et 45 45 7 3 i e e v e e 100 100
Establish Southwestern Power Administra-

tion Purchase Power Drought Fund *......... _......... —15 15 5 15 2 e 24 —15 —42 —33

Total, ENergy .....ccccovevvieiiiiiiiiieiieceeies e 302 587 385 141 244 419 367 350 1,065 -1,919 1,659 1,941

Health and Human Services:
HHS health savings:

Medicare providers:

Encourage delivery system reform:
Allow the Secretary to introduce
primary care payments under the
Physician Fee Schedule in a budget
neutral Manner ......ccoccvvviiiiiiiiiies s e e e e e e
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016 2017 2018 2019 2020 2021 2022

2023

2024

Totals

2025 2026 2017-2021 2017-2026

Allow Accountable Care Organiza-

tions (ACOs) to pay beneficiaries

for primary care visits up to the

applicable Medicare cost sharing

AMOUNT covviiiiiiiiiteeeeeceeeiee s e e -10 -10 -10 -10 -10
Allow Centers for Medicare and

Medicaid Services (CMS) to assign

beneficiaries to Federally Qualified

Health Centers (FQHCs) and Rural

Health Centers (RHCs) partic-

ipating in the Medicare Shared

Savings Program .......ccccccevviviiiiiies e eveveee e e -10 -10 -10
Expand basis for beneficiary assign-

ment for ACOs to include Nurse

Practitioners, Physician Assistants,

and Clinical Nurse Specialists ....... e evveee e -10 -10 -20 -20
Establish quality bonus payments for

high-performing Part D plans ....... ... et it e e e e
Implement bundled payment for post-

ACULE CATE ..vvvvvvvveviviiiviiiiiiiees eeeiee eeeiee eeeveeee eeveeeee aeeenes 470 -1,080
Implement value-based purchasing

for skilled nursing facilities (SNF's),

home health agencies (HHAs), am-

bulatory surgical centers (ASCs),

hospital outpatient departments

(HOPDs), and community mental

health centers ....ccccooviiiiiiiiiiiiiiiis it et e e e e e
Establish a hospital-wide readmis-

sions reduction MEASUTE ....c.cccovcevee evvvcee cvvvee e e e e e
Extend accountability for hospital-ac-

quired CONAItIONS ..oocivviiiiiiiiiiiiiiiies e e e e e e e
Encourage workforce development

through targeted and more accu-

rate indirect medical education

PAYMENES .ooveriieieeieieeieieeceeneene e -1,170 -1,400 -1,490 -1,590 -1,700 -1,830
Allow the Secretary to determine

Hospital-Acquired Condition Re-

duction Program penalty amounts

and diStribution ....ccccocciiviiiiiiiiiiies it e e e e e e
Establish a bonus payment for hospi-

tals cooperating with certain alter-

native payment models (APMS) ..... i i e e e e e
Enhance competition in Medicare Ad-

vantage (MA):
Reform MA payments to increase the
efficiency and sustainability of the

-10

-10

-1,960

-10

-2,090

-10 -20 —20 -80

-2,220 2,350 7,350 -17,800

PTOZTAIL .ooviivieieirieieiiieiece e ecieeeees creveeeee verenens -960 -2,620 -7,160 -9,170 -9,910 -10,580 -11,350 -12,130 -13,360 -19,910 —77,240

Improve beneficiary access:
Eliminate the 190-day lifetime limit
on inpatient psychiatric facility
SEIVICES .eoveuienieiiriinienieieieeeeeenenes e 110 140 150 150 160 170

180

190

190 210 710 1,650
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Totals

2026 2017-2021 2017-2026

Repeal the rental cap for oxygen

EQUIPINENT tivveiiiiiiiiieeiieeecieeesieeens evveries aeveriene aeveree eveeiene aeveerene svesene eeveeres eeeneene esvenee eeeeaens
Eliminate beneficiary coinsurance for

screening colonoscopies with polyp

TemMOoVal ..occoveiiininiices e 160 170 190 200 230 250 270 290 320
Expand the ability of Medicare

Advantage organizations to pay for

services delivered via telehealth ... ... ... L -20 -20 -20 —20 -20 -20 -20
Establish RHC and FQHC telehealth

SErvices ............. OO
Cut waste, fraud, and improper pay-

ments in Medicare:
Suspend coverage and payment for

questionable Part D prescriptions and

incomplete clinical information ......... . ... . =70 -60 =70 -80 -80 -90 -100 -110
Retain a portion of Medicare Re-

covery Audit Contractor (RAC)

recoveries to implement actions

that prevent fraud and abuse ......... ... 110 130 70 -20 -120 -150 -180 -200 -210
Allow prior authorization for Medi-
care fee-for-service items .............. -5 -5 -5 -5 -5 -10 -10 -10 -10

Permit exclusion from Federal Health
Care Programs if affiliated with

sanctioned entities .......cccccvcveeviiiee viviee e e s -10 -10 -10 -10 -10 -10
Protect program integrity algorithms
from disclosure .......cccocevvieviiiiiicns e -9 -9 -9 -9 -9 -9 -9 -9 -9

Allow the Secretary to reject claims

for new providers and suppliers

located outside moratorium areas ..  ......... -5 -5 -5 -5 -5 -5 -5 -5 -5
Allow civil monetary penalties for

providers and suppliers who fail to

update enrollment records .............. . ......... -2 -2 -3 -3 -3 -3 -4 —4 -4
Allow collection of application fees

from individual providers and

SUPPLIETS eviiieiiiiiiie ettt eeeeees ereree evvenene everee eveeene aeveerene sevene eeveeres eveneene evenee eeeeaens
Assess a fee on physicians and

practitioners who order services or

supplies without proper documen-

L2217 10 o 0O 0 OO O OOt PP PO VORIt
Establish gifting authority for the

Healthcare Fraud Prevention Part-

NETSHIDP (oo s e e v e e e e v e
Establish registration process for

clearinghouses and billing agents .. ... it it e e e s v e eveeens
Pay recovery auditor after a Quali-

fied Independent Contractor (QIC)

decision on appealed Claims ........... it crieiee e v e e ereeies eveveee evenee eveeaens
Publish the National Provider Iden-

tifier for covered recipients in the

Open Payments Program ............... ccieier ceiivieee erevee evviene e eveie eveeiee v e eveeens

-120

-230

950

—280

170

—780

-800

49!
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

Totals

2026 2017-2021 2017-2026

Require a surety bond or escrow ac-
count to cover overturned recovery

auditor decisions ...........ccceeeeeennene
Address the rising cost of pharmaceu-

ticals:

Align Medicare drug payment policies
with Medicaid policies for low-in-
come beneficiaries ..........cccooeveenene

Accelerate manufacturer discounts
for brand drugs to provide relief
to Medicare beneficiaries in the
COVETAZE ZAP +eevvervrenrerrreverseeeenseanens

Require mandatory reporting of other
prescription drug coverage .............

Establish authority for a program to
prevent prescription drug abuse in
Medicare Part D .......cccceeviviniienncne

Allow the Secretary to negotiate
prices for biologics and high cost
prescription drugs .........ccceceveeennenn.

Modify reimbursement of Part B
ATUZS eveevieieeiieeeeeee e

Require evidence development for
coverage of high cost drugs .............

Increase Part D plan sponsors’ risk
for catastrophic drug costs ..............

Change the Part D coverage gap
discount program agreements from

annually to quarterly ........c..c.........
Enhance efficiency in the Medicare

program:

Reduce Medicare coverage of bad
debts cvvveiieeiie

Adjust payment updates for certain
post-acute care providers ................

Encourage appropriate use of
inpatient rehabilitation hospitals
by requiring that 75 percent of
inpatient rehabilitation facility
(IRF) patients require intensive
rehabilitation services

Exclude certain services from the
in-office ancillary services excep-
BIOML Lottt

Reform Medicare hospice payments ..

Recoup initial Clinical Laboratory
Fee Schedule payments for ad-
vanced diagnostic laboratory tests
in excess of 100 percent of the final
payment amount ...........cccccuueennnnnaee

—410

-1,600

-160

-2,930

-250

~1,370

—-2,100

-190

—280
-170

—7,040

—640

—40

~2,620

-3,490

—200

—440
-510

-8,800

~1,100

—40

-3,330

-5,120

—200

-500
-910

-10,740

-3,590

—6,850

-210

-530
~1,000

-3,820

-9,120

—220

-570
~1,100

~4,060

-11,250

—230

-610
~1,210

4310

-13,420

—240

—650
~1,340

~4,570

-15,760

-250

-680
~1,430

~4,840

-17,870

-250

-720
~1,580

-29,510

-3,260

-170

~11,320

-19,160

-960

~1,750
~2,590

~121,250

-10,210

—480

-32,920

—-86,580

-2,150

~4,980
~9,250
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016 2017 2018 2019 2020 2021 2022 2023

2024 2025

Totals

2026 2017-2021 2017-2026

Provide authority to expand compet-
itive bidding for certain durable
medical equipment ...........ceceeeeen.

Reduce Critical Access Hospital
(CAH) payments from 101 percent
of reasonable costs to 100 percent
of reasonable costs ........cccceeevennienn.

Prohibit CAH designation for facil-
ities that are less than 10 miles
from the nearest hospital ...............

Other Medicare:

Strengthen the Independent Payment
Advisory Board (IPAB) to reduce
long-term drivers of Medicare cost
growth ..oocovviiiiiii

Clarify the calculation of the late
enrollment penalty for Medicare
Part B premiums ........ccccoeviieeennnn.

Clarify the Medicare Fraction in the
Medicare Disproportional Share
Hospital (DSH) statute ...................

Update Medicare Disproportionate
Share formula for hospitals in
Puerto Rico ....ccceoviveviviiiiiiiieei.

Allow beneficiaries to pay a sum cer-
tain to Medicare for future medical
items and Services ..........coeeereenene

Modernize funding for End Stage
Renal Disease Networks .................

—240 —400 —430 —460 -500

-110 -130 -140 -150 -160 -170 -180

......... —60 =70 =70 -80 -80 -90 -90

-530 -570

-190 -210

-100 -110

-6,021 -10,127

—620

—230

—-130

~1,070

—690

-360

-3,750

-1,670

—-880

Total, Medicare providers ................... -9,926 -19,952 -29,952 -38,029 -44,414 -56,798
Medicare structural reforms:
Increase income-related premiums
under Medicare Parts Band D ...........
Modify the Part B deductible for new
beneficiaries ........ccocceeeeveeeeieeeesieeennns
Introduce home health copayments for
new beneficiaries .........ccccoeeveeevneeeennns
Encourage the use of generic drugs by
low-income beneficiaries .....................

-3,161

~1,870 -3,390 -4,660 —6,240

......... —60 -80 -320 —450

......... -30 =70 -120 -170

—920 -1.000 -1.080 —-1.170

—62,929 -73,675

-8,040 7,840

-970 -1,130
-230 -300

—1.260 —1.340

-9,190
~1,220
-380

—1.450

-101,020

5,260
~140
~100

—3.330

~41,230
~4,230
~1,300

—9.630

—6,180
6,268

—-8,030
11,969

Total, Medicare structural reforms ....

Interactions ........cccceeveveeeriieeeniieecieeeeeenn
Medicaid and Children’s Health Insurance
Program (CHIP):

Improve access to coverage and services:
Ensure access to enhanced Federal
match for all Medicaid Expansion
StAtes .oovveeeeeieeeeee e

—-2,880
4,583

—4,540
6,362

......... 430 470 500 540 360 250 60

-10,500 -10,610
10,317 14,410

~12,240
12,704

-8,830
15,660

2,300

-56,390
71,328

2,610

VeI
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016 2017 2018 2019 2020 2021 2022 2023

2024 2025

Totals

2026 2017-2021 2017-2026

Strengthen Medicaid in Puerto Rico

and other U.S. Territories ............... .. 320 1,433 1,771 2,791 3,000 3,219 3,468
Permanently extend Express Lane
Eligibility (ELE) for children .......... ... ... 30 50 70 85 100 115

Require full coverage of preventive

health and tobacco cessation

services for adults in traditional

Medicaid .....ccoooevvieiiiiiiiiies e 99 95 91 85 80 75 70
Require coverage of Early and Pe-

riodic Screening, Diagnostic, and

Treatment program for children

in inpatient psychiatric treatment

facilities ..o e 35 40 45 45 50 50 55
Create State option to provide

12-month continuous Medicaid

eligibility for adults ® ....cccocvvvveveicees s 467 851 1,300 973 1,140 1,097 1,156
Extend 100 percent Federal match to
all Indian health programs ............. . ......... 6 6 7 7 8 8 9

Provide full Medicaid coverage to

pregnant and post-partum benefi-

CIATIES wvovenveiieiiciiriesiesrcreceeeeees e 30 30 35 35 35 40 40
Create demonstration to address

over-prescription of psychotropic

medications for children in foster

CATE c.veveeeneenieneeiesie sttt sienees v 119 216 221 228 235 88 -14
Streamline certain Medicaid appeals

PLOCESSES evovveviriirierieieieieisesenerees seveveier enneee eveveeeeveeeee vveeene eveee eeeeeee eeaenes
Expand State flexibility to provide

benchmark benefit packages ......... . it it e e e e e

Preserve coverage in CHIP:
Extend CHIP funding through 2019°.... ... ... 514 2,158 -1,002 .. e e

Extend the performance bonus fund ..  ......... 180 350 350 350 170 e
Extend the child enrollment contin-
L2300 10 o POt

Strengthen the integrity of the Medicaid

program:
Expand funding for the Medicaid

Integrity Program ........cccoocceviiiccns -60 -60 -65 -65 -65 —65 =70
Expand Medicaid Fraud Control Unit

(MFCU) authority review to addi-

tional care settings .......cccocceeviiivicns e -6 -6 -6 -7 -7 -7 -8
Require States to suspend Medicaid

payments when there is a signifi-

cant risk of fraud ....cccociiiiiiiiiiiiiiis it i e e e e e e
Track high prescribers and utilizers

of prescription drugs in Medicaid ..  ........ -30 -50 -80 -80 -80 -90 -90
Prevent use of Federal funds to pay

State share of Medicaid or CHIP ... ... i i i e e e e
Consolidate redundant error rate

MEASUTeMENt PrOZTAIMS .oovvevereecers cvvvvvere vvvne eveveeene evvvee s e everenes aaeaeaens

3,998 4,297

125 140
67 64
60 60

1,305 1,351
9 10
40 45

-11 -9

=70 =75
-8 -8

-90 -90

5,347

155

63

65

1,495

10

45

9,315

235

450

215

4,731

34

165

29,644

870

789

505

11,135

80

375
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Totals

2026 2017-2021 2017-2026

Require manufacturers that improp-

erly report items for Medicaid drug

coverage to fully repay States ....... i cih it e e e e v v e
Increase penalties on drug manufac-

turers for fraudulent noncompli-

ance with Medicaid drug rebate

B2 QST 101 171 OO
Require drugs be properly listed with

the Food and Drug Administration

(FDA) to receive Medicaid COVETAZE ..  .vcvier covevceee evevee cvevene eeveevene severe eveeies eveveee enenes eveeaens
Require drug wholesalers to report

wholesale acquisition costs to CMS ... .. it e e e e e e e e
Enforce manufacturer compliance

with drug rebate requirements ...... ... it i e e v e e e aeveeaens
Strengthen CMS compliance tools in

Medicaid managed CAre ......ccccoccceee cvveeiee e reiee erereiee e e e eerenee eveeiee e

Improve quality and cost-effectiveness:
Rebase future Medicaid Dispropor-
tionate Share Hospital (DSH)
AllOEMENTS coviiiiiiiiiiieciccceriees e e e e e veien e e aveeiee e
Require remittances for medical loss
ratios for Medicaid and CHIP man-

AZEA CATE .evovevviiiiviercceeeeerens e e e -100 -2,100 -2,900 -3,100 -3,400 -3,600 —4,000
Extend funding for the Adult Health
Quality Measures Program ............ ... 14 14 14 14 14 et e e e

Encourage delivery system reform:
Reestablish the Medicaid primary
care payment increase through CY
2017 and include additional provid-

BIS iverieeeeeeeeeiireeeeeeeeenrree e e e e ernnaeeae s aeeeeees 7,610 1,900 s e e e e e e
Allow States to develop age-specific
health home programs ........cccccceeeee. s 210 210 90 90 90 90 80 80 80

Provide home and community-based

services (HCBS) to children eligible

for psychiatric residential treat-

ment facilities .....covvvcciiiviiiiinis e e 78 161 169 177 185 194 204 215
Allow full Medicaid benefits for

individuals in a HCBS State plan

16 017 101 o NS PSPPSRSOt 1 1 1 1 1 1 1 1
Expand eligibility for the 191531)

HCBS State plan option .......cccccceee e 7 15 24 34 44 46 48 50 52
Expand eligibility under the Commu-

nity First Choice option ......ccceceeee e 255 296 319 343 368 395 424 455 488
Pilot comprehensive long-term care

State plan option ......cccccccvvvveviiieiies e e 753 779 809 840 872 vttt e

Strengthen Medicaid drug coverage and
reimbursement:
Create a Federal-State Medicaid negoti-
ating pool for high-cost drugs ............ ... -200 —-410 -630 -630 —640 —650 -660 -660 -670

226

54

523

—680

9,510
690

585

124
1,581

3,181

-2,510

6,640

—23,500

70

9,510

1,100

1,609

374
3,866

4,053

5,830
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

Totals

2026 2017-2021 2017-2026

Correct Affordable Care Act (ACA)
Medicaid rebate formula for new
drug formulations and exempt abuse
deterrent formulations ..........c...cc......
Exclude authorized generics from
Medicaid brand-name rebate
calculations ......ccccceveeviiinicnieennce
Exclude brand-name and authorized
generic drug prices from Medicaid
Federal upper limit (FUL) ..............
Clarify the Medicaid definition of
brand drugs to prevent inappropri-
ately low rebates ........cccceeeevvveennnenn.
Additional improvements to the Med-
icaid drug rebate program ..............
Total, Medicaid and Children’s Health
Insurance Program ...........ccoeennee..

Other health:

Medicare-Medicaid enrollees:

Ensure retroactive Part D coverage of
newly-eligible low-income benefi-
CLATIES .oiievieiieeieenieeeeeeeie e

Establish integrated appeals process
for Medicare-Medicaid enrollees ....

Allow for Federal/State coordinated
review of Duals Special Need Plan
marketing materials ............cccc.e...

Align Medicare Savings Program
income and asset definitions with
Part D low-income subsidy defini-
110 0 TSRS

Total, Medicare-Medicaid enrollees

Pharmaceutical savings:

Prohibit brand and generic drug
companies from delaying the avail-
ability of new generic drugs and
biologiCs ..vvevvieriiiiiieeieee e

Modify length of exclusivity to facili-
tate faster development of generic
biologICs ..vevevieiiieiieie e

Establish transparency and reporting
requirements in pharmaceutical
drug pricing ......cccceeceeveennenne
Total, pharmaceutical savings

Public health and workforce
investments:

Support Teaching Health Centers
Graduate Medical Education
(GME) i

Support Children’s Hospital GME .....

—410

—410

—415

—425

—425

—435

—440

—440

—440

—445

—2,085

—-100

-370

—4,285

—200

-870

31

31

-920

74
269

214
286

141
292

99
295

528
1,272

528
1,475
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026

Invest in the National Health Service

COTPS vveevrieceieeieeeieeeeeee et eee e e 227 729 770 575 81 40 8 et e 2,301 2,430
Extend Health Centers .......cccccceecveveee. e 75 1,867 3,388 1,695 181 108 36 e e e 7,206 7,350
Extend special diabetes program at

National Institutes of Health (NIH)

and the Indian Health Service

(IHS) permanently ......ccccccvvvvvines vvveeee e 180 266 291 296 298 300 300 300 300 1,033 2,531
Fund a dedicated Mental Health
Initiative ..oocceeeeeeciiceiecicceeeee e 87 218 150 37 8 et e e e e 500 500

Expand access to treatment for
prescription drug abuse and heroin

TS teveerreveeneenteeneenseeneeneeseeseseeneneene eeeaens 154 426 321 68 25 6 e e e s 994 1,000
Total, public health and workforce
INVEStMENtS ..vocvveeieieiecieieceeces e 446 3261 5354 3,294 1,479 658 403 317 302 300 13,834 15,814

Medicare appeals:

Provide Office of Medicare Hearings

and Appeals and Department Ap-

peals Board authority to use RAC

collections .....cccovvevveveniiiine e 127 127 127 127 127 127 127 127 127 127 635 1,270
Establish Medicare appeals refund-

able filiNG f8€ .covviiiiiiiiciccieciis it e e e e e e e eveeeee e e e e
Remand appeals to the redetermina-

tion level with the introduction of

NEW EVIAENCE .viiviiiiiiiiiiciiecciieiieees eeviee eveveee eveien e eveiee veiene e e eveieeee v e eeeeene e
Sample and consolidate similar claims

for administrative effiCiency ............. i riviet e e e e evenres eveveee e everene mveveee e evees
Increase minimum amount in contro-

versy for administrative law judge

(ALJ) adjudication of claims to

equal amount required for judicial

TEVIEW oiiiiiiiiiiiieiiieiie e esiesieenieene nievene eevernee evnien evevnee eeeevens vevene evevene nevenneeneeees v e evevene e
Establish magistrate adjudication for

claims with amount in controversy

below new ALJ amount in contro-

Versy threshold ....ccccciiiiiiiiiiiiiiiiii it i e e e e i ereeiee e e e e e
Expedite procedures for claims with

no material fact in dispute ..o e e i e e e e oo e e e

Total, Medicare appeals
Health information technology (IT):

Add certain behavioral health provid-

ers to the Electronic Health Record

(EHR) Incentive Programs ..............  .cceeee cvrees 1,710 910 910 920 490 270 =10 4,450 5,200
Establish health IT governance certi-

FICALION tioviiiiiciiii et eee ereviee eerevieee eveeee e eveiee eveveie e eveven ereniee e v e e
Prohibit information blocking and

associated buSINeSS PractiCes ......... i ceivieee evevee e e e s eveveee evrenee everene e e evees
Require health IT transparency ......... e cvvvees cveveee evvesiee v ereiee eveeee eveeee emvenen veveeiesevereeeveeeeaveenens
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals

2016 2017

2018

2019

2020 2021 2022 2023

2024

2025

2026 2017-2021 2017-2026

Provide the Office of the National
Coordinator for Health IT (ONC)
authority to use contracts, grants,
or cooperative agreements to estab-
lish a Health IT Safety Collabora-
tive and provide adequate confiden-
tiality protections ..........cccccevvivennne

Total, Health information
technology .....cccceeevveeeniieeeiiees

Program implementation investments:

Provide CMS Program Management
implementation funding .................

Allow CMS to reinvest civil monetary
penalties recovered from home
health agencies .......c.cccocceevvieneenen.

Allow CMS to assess a fee on Medi-
care providers for payments subject
to the Federal Payment Levy
Program ......cccoeveeiiiiiiiieeeeen

Total, program implementation
investments ......cccccceeviiieiiniiiennns

Private health insurance:

Standardize definition of American
Indian and Alaska Native in the
ACA ..o

Increase access to consumer protec-
tions in non-Federal governmental
self-insured health plans ................

Eliminate surprise out-of-network
health care charges for privately
insured patients ..........cccocceeviennnnne

Develop uniform and transparent
consumer health care bills ..............

......... 30

40

50

50 50 50 60

60

60

70

220

520

Total, private health insurance ......

Total, HHS health savings ® ....................
Provide mandatory funding for tribal con-
tract support costs:

PAYGO effects ....ccovveeeeiieeeiieeeciieeeeieeeeins
Nonscoreable reclassification .....................

111
814

269
831

—23,483

453
847

833
3.356

—375,734

833
7.943

Total, provide mandatory funding for
tribal contract support costs ...............
Annual reduction to discretionary spend-
ing limits (non-add) ..........ccoueeeeveeeennnenn.
Support medical research and development
at the National Institutes of Health and

Promote family based care
Enhance support for tribal child welfare

925
-814

1,004
45

34

1,100
-831

252
20

38

1,300
-847

48 26 8
7 -9

32 27 14 14

4,189
-3,356
1,892
139

168

8,776
~7,943
1,900
-68

242
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026

Extend and Expand the Maternal, Infant,

and Early Childhood Home Visiting

(MIECHYV) Program ........cccccecevveevievesieeiies vveveeee aeveeeens 20 135 450 745 1,340 1,585 1,910 1,995 2,135 1,350 10,315
Establish Title IV-E funding for prevention

and permanency Services ......co.cccvenviens ceeeeene 29 40 41 52 59 61 59 65 91 119 221 616
Expand eligibility through age 23 for Chafee

Foster Care Independence Program .......... ... 1 4 4 4 4 8 e e e 17 20
Reauthorize Family Connection Grants ....... ... 1 10 14 15 15 14 5 1 55 75
Reauthorize the Personal Responsibility

Education Program (PREP) ......ccccooviivvieies eveeee s 2 24 57 74 75 73 51 18 1 157 375
Reauthorize Health Profession and Opportu-

NItY GrantS ..coocvevveeieiecieieceeee e eieee v e 4 46 78 85 85 81 39 T 213 425
Support demonstration to address over-pre-

scription of psychotropic drugs for children

IN fOSEETr CATE .vovveeevieieiecieeeeeeeeeeeeeeeee e 1 20 55 71 52 28 16 6 1 1 199 251
Expand access to high-quality, affordable

care for young children .......cccoocvevvviievines s 2,969 3,889 4632 5599 6,639 7,709 9,205 10,787 12,476 14,422 23,728 78,327
Establish Low Income Home Energy Assis-

tance Program (LIHEAP) contingency

fund ..oooeeeeeeeee 560 377 63 e e 1,000 1,000
Fund Upward Mobility Project 300 300 300 300 300 ... 1,500 1,500
Apply Child Care and Development Fund

health and safety standards to Temporary

Assistance for Needy Families- (TANF)

and Social Services Block Grant-funded

Child CAre oo i e erveeee e evenne evveies e evnvenesevnene e eveeene e e
Apply set-asides in the Child Care and De-

velopment Block Grant to the Child Care

Entitlement funding .......cccocvvvviiiiiiiiiiiiiis it i erreriene e v evenee eveieee sveveie eevenene eeveeiee evenee e avereens
Enhance Title IV-E administrative costs for

IT systems updates .....ccccccceevvvieeviieeniiieens e 13 13 14 13 13 13 13 13 13 13 66 131
Invest in child welfare workforce develop-

INENTE ©evieieeeieieeiieie ettt se e e enae e aeaeaeees 50 59 64 70 80 141 162 193 222 799 323 1,840
Promote responsible parenthood by modern-

izing Child Support ........cccceeevvevierverieienne. 54 75 179 203 274 313 354 355 352 228 785 2,387
Strengthen Child Support enforcement -22 -35 -53 -68 -85 -86 -87 -90 -90 -91 —263 -707
Establish a Child Support Technology Fund . -78 -89 -85 -86 -100 -6 -10 -16 4 -1 —438 —467
Establish a Child Support Research Fund .... 100 100 100 100 100 100 100 100 100 100 500 1,000
Eliminate Abstinence Education Program ....  ........ -1 -50 -23 1 et e e e e -75 -75
Expand Child Welfare Regional Partnership

Grants and the Tribal Court Improvement

Program ......cccceveevieviieieiesee e e 1 25 38 41 42 43 43 43 43 43 147 362
Repurpose TANF contingency fund to sup-

port Pathways to Jobs initiative ......cccccceies it it v i s et evneees e e eveees eveveeee e e
Increase TANF Block Grant .........cccceeevvveeeeee v, 585 1,087 1,567 1,862 2,130 445 132 102 65 22 7,231 7,997
Establish TANF Economic Response Fund ... ... 29 96 148 168 195 it e e e e 636 636
Fund Emergency Aid and Service Connection

GTANLS wvvevieieeieeieeeee e ene s eeeaens 1 40 388 454 486 480 108 39 5 1,369 2,001
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Totals

2026 2017-2021 2017-2026

Provide grants for Statewide Human Ser-

vices Data Systems .........ccocceeviiniiinicnnenns 5 25 37 45 50 45 25 12 LS S 162 249
Total, Health and Human Services 10,890 9411 3,537 -12,669 -21,152 -31,513 —40,833 —49,379 -54,621 -70,297 -9,983 256,626
Homeland Security:
Reform the aviation passenger security user
fee to more accurately reflect the costs of
aviation SECUTILY ...ccccevvierviieiieiiiecieeieeriees e e -410 —490 -550 —410 —400 -390 -380 -370 -2,000 -1,860 -5,400
Increase customs user fees ¢ .....oocovviiiiiiieeeees e, -86 -93 -102 -112 -125 -135 -146 -158 -170 ... -518 -1,127
Increase immigration inspection user fees .... .. cn it eiiiiee e e e e v e e e e
Increase Express Consignment Courier fees ®...  ......... -6 -6 -7 -7 -9 -9 -10 -10 -10 ... -35 -74
Establish user fee for Electronic Visa Update
SYSEEIM 2 Lot eevenie e e e e e e e e e e e .
Total, Homeland Security .......cccccoecvevveeices e -92 -509 -599 —669 —544 —544 -546 -548 -550 -2,000 -2,413 -6,601
Housing and Urban Development:
Provide funding for grants to reduce local
barriers to housing development 6 30 45 81 81 51 6 e e e 243 300
End family homelessness ..........cccceceveriennenne. 79 359 616 813 998 1204 1410 1.618 1829 2041 2.865 10,967
Total, Housing and Urban Development ... 85 389 661 894 1,079 1,255 1,416 1,618 1,829 2,041 3,108 11,267
Interior:
Provide a fair return to taxpayers for the use
of public resources:
Enact Federal oil and gas management
TefOrmsS ....oovviiiiiiiieieeeeee e, -20 -70 -90 -110 -120 -140 -150 -170 -180 -190 —410 -1,240
Reform hardrock mining on public lands ..  ...... ... -2 -4 -5 -5 -6 -6 -11 -17 —24 -16 -80
Repeal geothermal payments to counties .. -4 —4 -4 -4 -4 4 —4 -4 -4 -5 -20 —41
Enact offshore energy revenue reform ....... ... ... —286 -310 —-339 -376 -376 -380 —384 -393 —410 —-1.311 —3.254
Total, provide a fair return to taxpayers
for the use of public resources ............  ......... 24 -362 -408 —-458 -505 -526 -540 -569 -594 —-629 -1,757 -4615
Ensure industry is held responsible for lega-
cy pollution and risks to safety:
Establish an Abandoned Mine Lands
(AML) hardrock reclamation fund ®........ ... . —200 -150 -100 B0 s e e e -500 -500
Increase coal AML fee to pre—2006 levels ? .... —49 -38 -25 -15 -8 52 40 23 13 5 -135 -2
Terminate AML payments to certified
SEAtES o e -6 -31 -63 -82 -90 -92 -73 —41 -28 -14 —272 -520
Fund abandoned mine lands reclamation
and economic revitalization ........c.ccoeeeeen ___oeeee 50 112 152 182 200 150 88 48 18 ... 696 1.000
Total, ensure industry is held responsi-
ble for legacy pollution and risks to
SAfEtY .ooovviiiiis e -5 -157 -86 -15 52 110 55 30 3 -9 -211 —22
Conserve natural resources for future gen-
erations and provide recreation access to
the public:
Establish dedicated funding for Land
and Water Conservation Fund (LWCF)
PLOZTAINS .euvvenieeiienieenireeiee e ssieesreeseens eeeeeeaes 129 474 988 977 918 900 900 900 900 900 3,486 7,986
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Establish a dedicated Coastal Climate
Resilience Fund from offshore energy
TEVEIIUES ...vveuvreereeeenreieeseesseseesseseesseneess eeesens 40 100 140 170 200 200 200 200 200 200 650 1,650
Reauthorize the Federal Land Transaction
Facilitation Act of 2000 (FLTFA) ......cc....  ceeeeee -5 -6 -10 -12 =3t e e e e -36 -36
Permanently reauthorize the Federal
Lands Recreation Enhancement Act
L0 0 0N P
Provide funding for a National Park Ser-
vice Centennial Initiative ........ccccoovvvvi _ eeierens 28 275 473 431 177 -1 -9 -9 -8 —4 1.384 1.353
Total, conserve natural resources for
future generations and provide recre-
ation access to the public .....ccccocevecnes e 192 843 1,591 1,566 1,292 1,099 1,091 1,091 1,092 1,096 5,484 10,953
Maintain commitments to communities and
insular territories:
Provide mandatory funding for tribal
contract support costs:
PAYGO effects ....cccoevveviienieeiieeiieieeen, 19 32 43 11 e et e e e 105 105
Nonscoreable reclassification 212 287 293 299 305 311 317 324 329 1.091 2.677
Total, provide mandatory funding for
tribal contract support costs ........... . eeeeeies e 231 319 336 310 305 311 317 324 329 1,196 2,782
Annual reduction to discretionary
spending limits (non-add) ..........ccccce. vveveee e 212 -287 -293 -299 -305 -311 -317 -324 -329 -1,091 -2,677
Extend the Palau Compact of Free Associ-
F2 Y 16) o PRSI 46 26 20 17 15 14 6 5 S 124 149
Extend funding for Payments in Lieu of
Taxes (PILT) ccccoooiriiiniiiiiciiciiciccieees e 480 et e e e s e e e e 480 480
Improve coal miner retiree health and
pension benefits .........coeeveveeveeninieeiiiieis e 375 394 407 414 418 428 430 431 434 436 2,008 4.167
Total, maintain commitments to com-
munities and insular territories 901 651 746 767 743 747 747 753 758 765 3.808 7.578
Total, INterior .......ccccocevveeveriieneneeienceiene 1,064 975 1,843 1,860 1,582 1,430 1,353 1,305 1,259 1,223 7,324 13,894
Justice:
Provide funding for 21st Century Justice
grants to incentivize justice reform ........... ... 110 300 475 500 500 500 500 500 500 500 1,885 4,385
Labor:
Establish an American Talent Compact ........  ........ 600 600 600 600 600 s s e e e 3,000 3,000
Create Career Navigators program .........c... e 400 400 400 400 400 e e e e e 2,000 2,000
Create Opening Doors for Youth program ..... ... 2,035 2,035 715 T15 it e v e e 5,500 5,500
Create an Apprenticeship Training Fund ...... ... 400 400 400 400 400 e e e e e 2,000 2,000
Establish Paid Leave Partnership Initiative .  ......... 221 664 664 664 oeiit et e e v s 2,213 2,213
Improve Pension Benefit Guaranty Corpora-
tion (PBGC) SOIVENCY ..cccevvvvvviviiriiiiiiiienee v -1,060 -1,109 -1,172 -1295 -1418 -1615 -1,763 -1,942 -3,322 -953 -6,054 -15,649
Unemployment Insurance Modernization
and Reform: ”
Strengthen Unemployment Insurance (UI)
system solvency 38 ..o e e -3,128 -3,185 -3,922 4,303 -5425 -6,802 -6,068 -6,346 -7,114 -14,538 —46,293
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026

Improve Ul Extended Benefits ......ccccoeeveeee s 741 2,033 2,533 2989 3477 3933 4136 5381 5828 5,602 11,773 36,653

Modernize UL 38 ... e 2,057 2,587 1,224 1,185 950 854 1,340 1,267 1,299 1,348 8,003 14,111

Expand Short-Time Compensation ......c.....  ......... 177 178 178 179 179 180 180 180 184 187 891 1,802

Create a wage insurance program ............ .o cveeenes 302 935 1,293 1,338 1,382 1,422 1,467 1,504 1,541 3,868 11,184
Improve Ul program integrity ® ........cccoccevveeees ceeene -69 -108 -141 -184 -178 -171 -166 -136 -178 -154 -680 -1,485
Implement cap adjustments for UI program

INEEETILY 38 oo e -76 -56 8 13 14 13 11 10 8 6 -97 —49
Outlays from reduction to discretionary

spending limits (Non-add) ........cccccevveevvevces eveeeeee e -154 -157 -160 -163 -166 -170 -173 -177 -180 -634 -1,500
Outlays from program integrity discretionary

cap adjustment (Non-add) .........ccccoveeevcveeeeee eeenen 30 5 e e e e v e e 35 35
Create mandatory Reemployment Services

and Eligibility Assessment program ® ........ ... e -28 -322 -326 -308 —229 -228 -233 -210 -211 -984 -2,095
Pilot models for providing multiple-employer

DENEfits ..vovveieeeieieeieeeee e e 25 50 225 PV 100 100
Expand Foreign Labor Certification fees ....... .o oo v e e e e e e e e e

Total, Labor ......cccccevevieiirieecieeeeeeee e 5451 4,820 2862 2,711 1,151 -1,078 -1,870 -74 -1,233 252 16,995 12,992

Treasury:

Establish a Pay for Success Incentive Fund ..  ........ 29 21 10 24 40 56 46 42 27 5 124 300
Authorize Treasury to locate and recover

assets of the United States and to retain a

portion of amounts collected to pay for the

COStS Of TECOVETY .evvvieiiiiiciiiiecieeecieeeieeeee s -8 -8 -8 -8 -8 -9 -9 -9 -9 -9 —-40 -85
Increase delinquent Federal non-tax debt

collections by authorizing administrative

bank garnishment for non-tax debts ......... ... -32 -32 -32 -32 -32 -32 -32 -32 -32 -32 -160 -320
Allow offset of Federal income tax refunds to

collect delinquent State income taxes for

out-of-State reSidents .....ccccciiviiiiiiiiiiiiis i e erveeee e e evveies e e e e e v e
Reduce costs for States collecting delinquent

income tax OblIGAtIONS. .iiccoviiviiiiiiiiiiiicciiiis cereriees v eererene eeveeies everene evenee eveveee seveenee amveniene veveeree eseneeeeeeeee aveneens
Reauthorize the State Small Business Credit

INItIALIVE cveevviceieieciiccceeeseee s s 212 571 235 312 130 e e e e e 1,460 1,460
Implement tax enforcement program integri-

ty cap adjustment ® .......cccoovviviiiiiiie e, -278 -1,585 -3263 -5,008 -6,763 -8,327 -9,264 -9,590 -9,737 -9,814 -16,897 -63,629
Outlays from discretionary cap adjustment

(RON-AAA) .o e 458 890 1,255 1,622 1,996 2,125 2,153 2,180 2206 2231 6,221 17,116
Create a Financing America’s Infrastructure

Renewal (FAIR) program ........cccccoeevveeevciees eeenns 2 2 2 2 2 2 2 2 2 2 10 20
Establish Financial Innovation for Working

Families Challenge and Demonstration

GTANLS ©ovveevieieeeeeieeeeie et esne e eeeeaens 15 45 PO 100 100
Provide allotment for Puerto Rico earned

income tax credit (EITC) payments .......cc. ____.cceeee. 601 613 626 640 655 670 685 701 717 734 3.135 6.642

Total, Treasury .....ccccevcevvevenieienieienieene v 541 -373 2,390 4,070 -5976 -7,640 -8,572 -8,886 9,032 -9,114 -12,268 -55,512
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Veterans Affairs (VA):

Extend round-down of cost of living adjust-

ments (compensation) .....c.cccceeveevviiieeiniices e 21 —64 -120 -169 —225 —246 —258 —272 —286 -291 -599 -1,952
Extend round-down of cost of living adjust-

ments (education) ......cccceceevveniiinieniiiiies e -1 -1 -1 -2 -2 -2 -2 -2 -3 -2 -7 -18
Provide burial receptacles for certain new

casketed gravesites ........ccccovviiiiiiiiiiiiiicns e 2 3 1 2 2 4 2 7 1 11 27
Improve housing grant program .........cccccceee. e 1 1 1 1 1 1 1 1 1 1 5 10
Increase cap on vocational rehabilitation

contract counseling .......ccccceevvvieevciiieeciieees s 1 1 1 1 1 1 1 1 1 1 5 10
Extend supplemental service disabled veter-

ANS INSUTANCE COVETAZE ovvvvreerrreeerieeeaiieeese evevene evvesee svevveree eeverene vereeas 1 1 1 1 1 4
Clarify evidentiary threshold at which VA is

required to provide medical examination ..  ......... -120 -125 -130 -135 -140 -146 -152 -158 -164 -171 —650 -1,441
Cap Post—9/11 GI Bill benefits for flight

ELAINING oo e —44 —45 -47 -50 -52 -54 -57 -59 —62 —65 -238 -535
Expand eligibility for Montgomery GI Bill

refund ....ccoocieiiiiies e 2 2 2 2 1 2 3 2 2 2 9 20
Extend authorization of work-study activi-

BIES ettt e 1 1 1 1 1 1 1 2 1 1 5 11
Pro-rate GI Bill benefit usage for certification

BESES oo e 2 1 1 1 1 1 1 1 2 2 6 13
Modernize the definition of Automobile

Adaptive Equipment (AAE) ....cccovvvvvveiiees e -3 -3 -2 -1 -2 -2 -2 -1 -1 -1 -11 -18
Eliminate reductions of special monthly

compensation for hospitalized veterans ..... ... ... 1 1 1 1 1 1 1 1 3 8
Restore the eligibility of certain veterans for

special aid and attendance allowance ........  ....... 2 2 2 2 3 3 3 3 3 3 11 26
Reissue VA benefit payments to all victims of

fiduciary misuse ......ccccccceeevvvveesiiieeeiiieeeiies eeeeens 2 2 2 2 2 2 2 2 2 2 10 20
Increase Burial Benefit Allowances with

increases in CPI ... e 1 2 3 5 7 9 11 13 15 18 18 84
Remove annual income from net worth calcu-

JALION ciiiiiii s e e e e e 1 e 1 1 1 1 4
Restore program entitlement when approval

is withdrawn during enrollment ........c.cce. eviies it v e s 1 e e 1 1 1 3
Add Section 12304b of Title 10 as qualifica-

tion for active duty for GI Bill eligibility ...  ...... ... 17 32 36 38 40 42 43 45 47 123 340
Move home modifications under a rehabili-

tation program to the Specially Adapted

Housing (SAH) Program .......cccoccevveiiiiics e -1 -1 -1 =1 s -1 -1 -1 -1 -4 -8
Expand eligibility for Medal of Honor marker ... ... viies cviiiee e eereiee vevene s everee vereniee evereee e eveeeee e
Eliminate sunset date for vocational rehabil-

itation for servicemembers .......ccoccvviiines v 11 -2 -2 -2 -1 -1 -1 -1 -1 -1 4 -1
Allow extension of a period of employment

SETVICES uvveeeruiieeeiiieeeaiteeenireeesteeessteeesieeeens seeseene 1 et e e v e 1 s e 1 2
Sunset Montgomery GI Bill Active Duty

530 32 PO 19 69 45 34 167

144"
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

Totals

2026 2017-2021 2017-2026

Expansion of eligibility for medallion or
other device to signify status of deceased
VELETAN ...oviiiiiiiiiiiiieee e

Expansion of Specially Adapted Housing
Assistance for certain veterans with dis-
ADIlEIES .eeoviieiiieiiee e

Authorize the Secretary to establish debts
for breaching 38 U.S.C. Section 2101
(Specially Adapted Housing) contractual
0bligation ........cccceeeeeciieeeiiie e

Total, Veterans Affairs
Corps of Engineers:
Reform inland waterways financing ® .............

Environmental Protection Agency (EPA):

Eliminate statutory cap on pre-manufacture
notice fee .....occoviviiiiiiiiiie

Enact confidential business information
management fee ........ccoccoeecieniiiiniiiiicnen.

Lift restrictions on EPA spending of Federal
Insecticide, Fungicide, and Rodenticide Act
(FIFRA) pesticide fees .......cccceevvievverneencnn.

Total, Environmental Protection Agency ...

General Services Administration:
Establish an Information Technology Mod-
ernization Fund ........c..cocciiin.
National Aeronautics and Space Administra-
tion (NASA):
Provide additional R&D funding for NASA ...
National Science Foundation (NSF):
Provide additional R&D funding for NSF .....
Other Defense—Civil Programs:
Increase TRICARE pharmacy copayments ....
Increase annual premiums for TRICARE-
For-Life (TFL) enrollment ..........ccccceeeennee.
Increase TRICARE pharmacy copayments
(accrual effects) ......cccevevievieneniicniiicicen,
Increase annual premiums for TFL enroll-
ment (accrual effects) .......ccceeveeeiiiniinnnnne.
Enact changes to the military retirement re-
form enacted in the 2016 National Defense
Authorization Act ® ......cccoviiiiiiiiiiieiees

Total, Other Defense—Civil Programs ........

Office of Personnel Management:
Streamline Federal Employee Health Benefit
Plan (FEHBP) pharmacy benefit contract-
IIIE ettt

(2]

600

283

157

286

—408

-9

750

56

88

44
355
294

—388

34

-351
-85
374
303

—380

13

-394
-117
394

311

=315

—433
-153
415
328

=308

-507
-192
438

346

—299

23

—601
—235
463

366

—298

385

—292

408

—291

2,850

664

369

-927
—265
1,783

1,475

—1.885

2,850

664

400

~3,959
~1,458
4,100

3,308

—3.373

146

124

-127

-139

-141

-121

-151

-151

-161

—214

-173

-305

—-184

—425

-198

—468

-212

181

—488

-1,382

~1,416
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016 2017 2018 2019 2020 2021 2022

2023

2024

2025

Totals

2026 2017-2021 2017-2026

Expand FEHBP plan types .......ccccccoceennennne.
Adjust FEHBP premiums for wellness ..........
Extend FEHBP to infants born to daughters
of FEHBP enrollees for 30 days .................
Add FEHBP to the Federal Anti-Kickback
Statute ....oocceeviiiii

Total, Office of Personnel Management .....

Social Security Administration (SSA):

Hold fraud facilitators liable for overpay-
MeNtS ¥ oo
Allow Government-wide use of Customs and
Border Protection (CBP) entry/exit data to
prevent improper payments .............ccee..ee.
Lower electronic wage reporting threshold to
five employees ......ccccceeevveeeiiieeniieeeiee e
Move from annual to quarterly wage report-
INZ oottt
Improve collection of pension information
and transition to an alternative approach
based on years of non-covered earnings
after 10 years ......cccceevvveeevereeeriieeeree e
Establish workers compensation information
TEPOTEING .evviieiiieeiieeeiee e e
Extend Supplemental Security Income (SSI)
time limits for qualified refugees ...............
Conform treatment of State and local govern-
ment EITC) and child tax credit (CTC for
ST 10 e
Terminate step-child benefits in the same
month as step-parent ' .........c..ocooeeeiieinnnn.
Use the Death Master File to prevent Feder-
al improper payments ..........c.ccoeeveeeeeennns

Modernize SSA information technology ........
Authorize SSA to conduct a new continuing
disability review (CDR) when fraud was
involved in a prior CDR ........ccccceviiinnne.
Authorize SSA to use all collection tools to
recover funds in certain scenarios, such as
when someone improperly cashes a bene-
ficiary’s check or removes a benefit from a
joint account .........cccevvieiiniiiiiniieeeeeeee,
Allow SSA to use commercial databases to
verify real property data in the SSI pro-
GLAIIL Lottt ettt ettt
Increase the minimum monthly Old-Age Sur-
vivors and Disability Insurance (OASDI)
overpayment collection from $10 a month
t0 10 percent .......cccoeeeeiiiiiieiieiieee e

......... -1 -3 -5 -7 -8
-119

......... 11 31 36 37 39

-19

......... -2 -2 -3 —4 —4

......... -12 —28 —44 -53 —60 —69

......... -8 —26 —43 -59 =77 -93

-107

-135

-144

-156

-1,365

-197

-213

—7,842
10 10
105 105

-559

—848

971
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Exclude SSA debts from discharge in bank-

TUPLECY vvevveveenienieenienieeieeee st eee e enae e ene -9 -18 -23 -29 -34 -36 -38 —40 —43 —45 -113 -315
Eliminate SSI dedicated accounts 5 8 it et e e v e e 8 8
Modify the treatment of certain debt refer-

rals to the Treasury Offset Program .......... ..o e 6 5 6 5 6 5 6 5 6 22 50

Total, Social Security Administration ........  ......... 67 135 85 -616 -1,310 -1,715 -1,842 -1,796 -1,776 -1,736 -1,639 -10,504

Other Independent Agencies:
Federal Communications Commission (FCC):
Enact Spectrum License User Fee and
allow the FCC to auction predominantly
domestic satellite SErvices .......ccccovvvvies cveeene -225 -325 —425 -550 -550 -550 -550 -550 -550 -550 -2,075 —4,825
Postal Service:
Enact Postal Service financial relief and
TefOTIN .ovveeiiieeeeee e -625 -1514 -2,132 4219 -4192 4359 -4428 4457 4384 -4312 -4,291 -16,416 -38,288
Railroad Retirement Board (RRB):
Amend Railroad Retirement Act and the
Railroad Unemployment Insurance Act
to include a felony charge for fraud. ....... . it it e e e ereies v e v e e e
Promote RRB program integrity .........ccooee __ceveenee. 4 4 4 4 4 4 4 5 5 5 20 43
Total, Railroad Retirement Board ..........  ........ 4 4 4 4 4 4 4 5 5 5 20 43
National Infrastructure Bank:
Create infrastructure bank ...........ccocoovvveve i 33 153 373 595 831 1058 1.158 1.233 1.207  1.062 1.985 7.703
Total, Other Independent Agencies ............ -625 -1,702 -2,300 4,267 -4143 4,074 -3916 -3,845 -3,696 -3,650 -3,774 -16,486 -35,367
Multi-Agency:
Enact immigration reform ® ...........cccoovvieiiieees e, 4,000 3,000 -5,000 -10,000 —20,000 —20,000 —25,000 —29,000 -34,000 -34,000 -28,000 170,000
Establish hold harmless for Federal poverty

GUIEIINES cooiiiiiiiiiiiiccie e eeenes ereienevevens everee evenneeveeiesaeveneeeavevene e e eeerene evneiee e e
Expand access to the National Directory of

New Hires (NDNH) ...ooiiiiiiiiiiiiiiiiiiiiiies evviee evveies et vevene evveies evveveee evneies e e eveeens eveveeee e e
Auction or assign via fee 1675-1680 mega-

RETEZ o e e e -150 150 s e e e e e -300 -300
Establish a consolidated TRICARE program

(mandatory effects in Coast Guard, Public

Health Service, and National Oceanic and

Atmospheric Administration) .......c.cccceecveee e 1 -6 -11 -12 -13 -15 =17 -18 -20 —22 —41 -133
Establish Interagency Coordinating Council

on Workforce Attachment .........cccoccvvvevvees s 51 51 51 Bl et e e e e e 204 204
Index the $750 offset of SSA benefits to infla-

tion (Student Aid Bill of Rights proposal) ..  ......... 1,890 9 14 21 27 33 40 46 53 60 1,961 2,193
Enact 21st Century Clean Transportation

Plan ..o e 5,392 14,616 22470 30,463 35,485 35,877 33,848 29479 22730 16,669 108,426 247,029
Establish Family Energy Assistance Fund ....  ........ 1,445 2903 4,343 5770 7,157 8465 8,624 8766 8,892 9,022 21,618 65,387
Mandatory effects of proposal to authorize

additional Afghan Special Immigrant

VASAS oottt s v 18 18 16 15 16 16 15 15 16 67 145

Total, Multi-Agency 12,779 20591 21735 26,159 22671 24376 17511 9288 2330 -8.255 103.935 144,525

Total, mandatory initiatives and savings .. -625 29,477 34,606 27,776 16,234 2,803 -7,126 -22,683 -32,947 -44,311

-66,064 110,896  -62,235
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026

Tax proposals:
Elements of business tax reform:
Reform the U.S. international tax system:

Restrict deductions for excessive inter-
est of members of financial reporting
GTOUDS weveeeieieenienieeeerieeeesseseesseseennenense eeeens -2,822 4986 5485 -6,033 -6,637 -7,300 -8,030 -8,833 -9,717 -10,688 -25,963 -70,531

Provide tax incentives for locating jobs
and business activity in the United
States and remove tax deductions for

shipping jobs OVerseas ........ccccevvvevecees v 11 18 20 20 21 22 23 24 26 26 90 211
Repeal delay in the implementation of

worldwide interest allocation ................. . ... 1,406 2,400 2,496 2,596 1,055 it e e e e 9,953 9,953
Impose a 19-percent minimum tax on

foreign iNCOME .....cocevevcieviiiciiicieeie e —24,201 -38,418 -35,969 -33,192 -32,831 -34,211 -35,651 -37,117 -38,635 —40,166 -164,611 —-350,391
Limit shifting of income through intangi-

ble property transfers ........cccccovviiiieiiies e -88 -167 -201 -237 -275 -315 -361 -413 —473 —542 -968 -3,072

Disallow the deduction for excess non-
taxed reinsurance premiums paid to

affiliates .....cceveeiiiiees e —411 -657 -697 -731 =771 -815 -848 -882 -918 -958 -3,267 —-7,688
Modify tax rules for dual capacity taxpay-
ETS ettt ettt eees eeteeeas —465 -814 -878 -930 -970 -992 -1,032 -1,074 -1,121 -1,359 —4,057 -9,635
Tax gain from the sale of a partnership
interest on look-through basis ........c....... .. -146 -251 —264 277 -291 -305 -321 -337 -354 -371 -1,229 -2,917
Modify sections 338(h)(16) and 902 to limit
credits when non-double taxation exists  ........ -59 -102 -105 -105 -105 -105 -105 -106 -106 -107 —-476 -1,005
Close loopholes under subpart F ............... e -1,517 -2,635 -2,821 -3,019 -3,230 -3,453 -3,692 -3,945 -4215 -4501 -13,222 -33,028
Restrict the use of hybrid arrangements
that create stateless income ........ccccccee. e, -115 -201 -215 -230 —247 —264 -283 -304 -326 -350 -1,008 -2,5635
Limit the ability of domestic entities to
exXPAtTIAte .oeieieiiiiiee e e —118 —327 —556 -807 -1.083 -1383 -1711 -2068 -2457 -2.880 —2.891 —13.390
Total, reform the U.S. international
tax SYStem ..overiiiiiii e —28,525 46,140 —44,675 -42,945 -45364 -49,121 -52,011 -55,055 -58,296 —61,896 207,649 484,028
Simplification and tax relief for small busi-
ness:
Expand expensing for small business ........  ........ 2,101 2,863 2,072 1,625 1,335 1,132 1,009 961 971 997 9,996 15,066

Expand simplified accounting for small

business and establish a uniform defi-

nition of small business for accounting

Methods ...cooveviiiieiiiecceees e 6,248 4,874 2,819 1,975 1,814 1,745 1,724 1,819 1,839 1,845 17,730 26,702
Increase the limitations for deductible new

business expenditures and consolidate

provisions for start-up and organiza-

tional expenditures ......ccccoccevivvvveiienieies e 490 484 477 473 471 469 465 461 456 452 2,395 4,698
Expand and simplify the tax credit pro-

vided to qualified small employers for

non-elective contributions to employee

health insurance 2 .......cccocoeveriinenienne 10 170 163 146 131 100 118 80 60 27 14 710 1.009

8Vl
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016 2017 2018 2019 2020 2021 2022 2023

2024

2025

Totals

2026 2017-2021 2017-2026

Total, simplification and tax relief for
small business .........ccooceeviiniiiiiinnins 10
Incentives for job creation, manufacturing,
research, and clean energy:

Enhance and simplify research incentives
Extend and modify certain employment
tax credits, including incentives for
hiring veterans .........cccccceeevvieeecieeeennnn.
Provide new Manufacturing Communities
tax credit ..o.cooveeiiiinii
Provide Community College Partnership
Tax Credit ....ooceeveeieniiiieeieeeeeeeeee,

Designate Promise Zones 2...........ccccuveeeunes
Modify and permanently extend renewable
electricity production tax credit and
investment tax credit 2 ...........occenienen.
Modify and permanently extend the de-
duction for energy-efficient commercial
building property .........ccccceeeeviieniieennen.
Provide a carbon dioxide investment and
sequestration tax credit 2 .......................
Provide additional tax credits for invest-
ment in qualified property used in a
qualifying advanced energy manufac-
turing project .......cccceevveeeviieeeniieeinieeeae
Extend the tax credit for second genera-
tion biofuel production ..........ccccceveeuveennnes
Provide a tax credit for the production of
advanced technology vehicles .................
Provide a tax credit for medium- and
heavy-duty alternative-fuel commercial
VEhicles ...oooivieiiiiiienieee e
Modify and extend the tax credit for the
construction of energy-efficient new
homes ...oooeeiiiiiii

9,009 8384 5514 4,204 3,720 3,464 3,278

1,896 2,154 2,409 2660 2913 3,166

......... 2 7 9 511 1,062 1,194 1,308
......... 97 277 483 619 693 751 788

......... 109 277 380 406 405 273 124
......... 301 610 681 829 902 836 786

......... 122 230 345 587 1,041 1,359 1,633

......... 159 268 281 285 283 279 277

......... 9 34 47 48 388 709 409

......... 74 194 1,118 787 111 4 -34

......... 87 157 172 175 175 175 153

......... 505 503 497 469 386 220 83

......... 44 78 85 89 93 61 15

......... 82 182 238 268 288 306 323

3,301

3,426

1,406
677

96
752

3,990

273

791

351

3,293

3,690

1,492
417

79
730

6,549

270

677

-14
83

—296

382

3,308

3,964

1,573
107

64
723

8,287

272

338

48

—267

405

30,831

10,078

1,591
2,169

1,577
3,323

2,325

1,276

526

2,284
766

2,360

389

1,058

47,475

27,237

8,564
4,909

2,213
7,150

24,143

2,647

3,450

2,209
1,343

1,939

465

2.825

Total, incentives for job creation,
manufacturing, research, and clean
EINETEY weveenrereeenrenieaienieentesseeeenseennens
Incentives to promote regional growth:

Modify and permanently extend the New
Markets tax credit .......cccoeeeeevienieennennnen.
Reform and expand the Low-Income Hous-
ing tax credit .......ccceeveiveeniieeeeiee e 1 19 99 272 512 769

4,713 8,487 9,080 9,031

......... 97 278 483 716

1,031 1,300

11,691

970

1576

14,059

1,235

1.860

15,511

1,505

2.152

29,722

375

1671

89,094

5,284

9.590

Total, incentives to promote regional

GLOWER Lo 1 19 99 272 609
Incentives for investment in infrastructure:
Provide America Fast Forward Bonds and

expand eligible uses 2 ..........cccccevverirnnen.

1,047 1514 2,016

2,546

3,095

3,657

2,046

14,874

-1
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016 2017 2018 2019 2020 2021 2022 2023

2024

2025

Totals

2026 2017-2021 2017-2026

Allow eligible uses of America Fast

Forward Bonds to include financing all

qualified private activity bond program

categories 2 ... e 1 4 10 15 20 26 32
Allow current refundings of State and

local governmental bonds ......ccccoeevevecees e 1 5 5 5 5 5 5
Repeal the $150 million non-hospital bond

limitation on all qualified 501(c)(3)

DONAS ceviiiiieiie s e s 1 3 5 7 9 11
Increase national limitation amount for

qualified highway or surface freight

transfer facility bonds ..........ccccceeenenee. 6 28 60 93 125 153 167 163
Provide a new category of qualified pri-

vate activity bonds for infrastructure

projects referred to as “qualified public

infrastructure bonds” ........ccocciviiniiiiices 27 121 258 397 534 646 698
Modify qualified private activity bonds for

public education facilities .......cccccovcviviies evevie s e e e e e e
Modify treatment of banks investing in

tax-exempt bonds .....cccceiiiiiiiiiiiiiiies 5 38 131 225 317 405 493
Repeal tax-exempt bond financing of pro-

fessional sports facilities .......cccccvevcceeenes e -3 -11 -23 -35 —47 -60 -T2
Allow more flexible research arrange-

ments for purposes of private business

use HMItS oo e e e e 1 1 1 3
Modify tax-exempt bonds for Indian tribal

ZOVETNMENTS ..eeeviiiiiieiiieeeiieeeeieeeeeieee e eeeeeea 4 12 12 12 12 12 12

38

13

136

44

16

96

48

17

55

50

21

16

459

52

238

46

82

1,076

Total, incentives for investment in infra-
SEructure .....ccoocveveviiieeeee e 6 63 230 489 749 1,003 1,211 1,345

Eliminate fossil fuel tax preferences:
Treat publicly-traded partnerships for
fossil fuels as C corporations .......ccccecce evvves cvvviviee e e e e -201 —-280

Eliminate oil and natural gas preferences:

Repeal enhanced oil recovery credit .......  ......... -235 -559 -792 -979 -1,070 -1,049 -1,011
Repeal credit for oil and natural gas
produced from marginal Wells ............ . i it e e e e e e
Repeal expensing of intangible drilling
COSES tiiiiiiiiiiiiiiiie

Repeal deduction for tertiary injectants ....
Repeal exception to passive loss limita-

tions for working interests in oil and

natural gas properties .........ccccccceeeee eeeenene -9 -12 -12 -12 -11 -10 -10
Repeal percentage depletion for oil and

natural gas wells .....ccoocvivvviiiiiiiiiiiiies e —483 =770 -725 —666 -589 -509 —429
Repeal domestic manufacturing deduc-

tion for oil and natural gas produc-

BIOML ettt e —470 -836 -869 -901 -932 -962 -993

1,409

-9

-350

-1,026

-9

—270

—-1,062

-9

-199

-1,098

2,534

0GT
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Increase geological and geophysical
amortization period for independent
producers to SevVen years .........ooccoeeeees ___eeeee —54 —197 -307 —296 —235 —170 —103 —58 —47 —48 —1.089 —1.515
Subtotal, eliminate oil and natural
2a8s Preferences .....occvvevveecenceeiies e -2,222 -3923 4,152 -4507 4,371 -3,808 -3,287 -2,933 2,774 -2710 -19,175 -34,687
Eliminate coal preferences:
Repeal expensing of exploration and
development costs .....cccovviviiiiiiiiiiines e -20 -35 -35 -33 -32 -30 —27 -25 -24 -24 -155 —285
Repeal percentage depletion for hard
mineral fossil fuels ......cccovvvvviiiciics e -113 -183 -177 -145 -114 -99 -87 75 -66 -62 -732 -1,121
Repeal capital gains treatment for roy-
AltIES i e -26 -52 -52 -52 -52 -52 -52 -52 -52 -52 —234 —494
Repeal domestic manufacturing deduc-
tion for the production of coal and
other hard mineral fossil fuels ........... ... =11 —20 21 —22 —23 =24 —25 —26 =27 —28 =97 —227
Subtotal, eliminate coal
Preferences ....o..coooeeevvenieiienenies e —170 —290 —285 —252 —221 —205 —191 —178 —169 —166 -1.218 —2.127
Total, eliminate fossil fuel tax
Preferences .....ccvcvvevievicenies v -2,392 4,213 4,437 4,759 -4592 -4214 -3,758 -3,406 -3,252 -3,199 -20,393 -38,222
Reform the treatment of financial and insur-
ance industry products:
Require that derivative contracts be
marked to market with resulting gain
or loss treated as ordinary .......cccccceeeeee e -3,674 5415 4,347 2743 -1,6656 -1,124 —679 -466 -434 —405 -17,844 —20,952
Modify rules that apply to sales of life
insurance contracts .......cccccevevviiiiiicins e —26 —44 —46 —48 =50 -54 -56 -58 -61 -63 -214 -506
Modify proration rules for life insurance
company general and separate accounts ...  ......... -345 -527 -534 -551 -579 -609 —628 —642 -658 —-681 -2,5636 —5,754
Expand pro rata interest expense disallow-
ance for corporate-owned life insurance ....  ......... -116 -232 -337 —457 -597 -753 -910 -1,075 -1,245 -1,422 -1,739 -7,144
Conform net operating loss (NOL) rules
of life insurance companies to those of
other corporations ..........cccceeevveeeviveeenes e —18 —28 =30 =31 -33 =35 —36 —38 =39 —41 —140 —329
Total, reform the treatment of
financial and insurance industry
Products ..occcevvieninieiercee e 4,179 -6,246 5,294 -3,830 -2,924 -2575 -2309 -2,279 2437 -2,612 —22,473 —34,685
Other business revenue changes and loop-
hole closers:
Repeal LIFO method of accounting for
INVENTOTIES .ouveveviiiricienicicscciesecereeee e -5,369 -7,647 -8,307 -8,394 -8,611 -8,082 -8,032 -8455 -9475 -8,963 -38,328 -81,335
Repeal lower-of-cost-or-market inventory
accounting method ........ccccoceviiiiiiiiis e -878 -1,321 -1,381 -1,390 -521 -240 —250 -260 271 —283 -5,491 -6,795
Modify like-kind exchange rules .....c.cccc.. e -2,684 -7,828 -6,889 -5903 4,870 -3986 -3,668 -3,748 -3,831 -3,916 -28,174 -47,323
Modify depreciation rules for purchases of
general aviation passenger aircraft ...... ... —48 -159 -260 -345 —460 -511 —434 -346 -286 -208 -1,272 -3,057
Expand the definition of substantial built-
in loss for purposes of partnership loss
transfers ... e -7 -8 -8 -8 -9 -9 -10 -10 -10 -10 —40 -89
Extend partnership basis limitation rules
to nondeductible expenditures ............... ... -89 -122 -126 -129 -132 -134 -136 -139 -141 -144 -598 -1,292

LT0Z OVHA TVOSIA 404 LADANd HHL

TGT



Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Deny deduction for punitive damages .......  ......... —48 =70 =72 -73 -76 =77 =79 -80 -82 -84 -339 -741
Conform corporate ownership standards ...  ......... -1 -16 -31 -32 -33 -34 -35 -36 -38 —40 -113 —296
Tax corporate distributions as dividends ...  ......... —48 -82 -87 -91 -95 -99 -104 -109 -114 -119 —403 -948
Repeal FICA tip credit ......cccooeveevienieennens -729 -883 -921 -961 -1,004 -1,047 -1,092 -1,140 -1,189 -1,241 —4,498 -10,207
Repeal the excise tax credit for distilled
spirits with flavor and wine additives * ___........ —82 -109 -109 -109 -109 -109 -109 -109 -109 -109 —518 -1.063
Total, other revenue changes and loop-
hole CloSErsS ....ccoevveveeienieienieeieeeen e -9983 18245 18191 -17.435 -15920 —-14.328 -13949 14432 15546 -15.117 —79.774 153,146
Total, elements of business tax reform 17 -33,438 61,418 —59,832 55,925 -54,543 -54,969 -56,357 —56,225 -57,647 —-58,959 265,156 549,313
Transition to a reformed business tax system:
Impose a 14-percent one-time tax on previ-
ously untaxed foreign income ........ccccceeceveee cvenne -35,930 59,883 —59,883 -59,883 —59,883 —23,953 .. e e s -275462  -299,415
Middle-class and pro-work tax reforms:
Reform child care tax incentives % .......ccccccee. e 684 3,539 3,720 3,909 4,081 4,277 4,459 4,652 5,009 5,492 15,933 39,822
Simplify and better target tax benefits for
education 2 ... e 19 4518 4,622 4561 5089 5375 5778 6,090 6,465 6272 18,809 48,789
Expand the EITC for workers without quali-
fying children 2 .......cccovviiniiiee e 468 6255 6,387 6495 6628 6,756 6,894 7,028 7,176 7,322 26,233 61,409
Simplify the rules for claiming the EITC for
workers without qualifying children **....... 41 550 540 547 560 572 587 601 615 629 2,238 5,242
Provide a second-earner tax credit % .............. 2,037 8,926 9,065 9,160 9,281 9,429 9,563 9,703 9,841 10,016 38,469 87,021
Extend exclusion from income for cancella-
tion of certain home mortgage debt ........... ____......... 2,467 822 e e e e e e e 3.289 3.289
Total, middle-class and pro-work tax
TefOrmS ..ocoviiiiiiiees e 5,716 24610 24,334 24,672 25,639 26,409 27281 28,074 29,106 29,731 104,971 245572
Reforms to retirement and health benefit plans:
Provide for automatic enrollment in IRAs,
including a small employer tax credit,
increase the tax credit for small employer
plan start-up costs, and provide an addi-
tional tax credit for small employer plans
newly offering auto-enrollment 2 ............... s e 959 1556 1672 1,722 1,779 1,885 1,989 2,119 2221 5,909 15,902
Expand penalty-free withdrawals for long-
term unemployed ......c.ccoociiiiiiiiiis e 226 231 235 240 245 250 255 260 265 270 1,177 2,477
Require retirement plans to allow long-term
part-time workers to participate .........cccec.. e 46 47 49 50 51 52 53 55 56 57 243 516
Facilitate annuity portability .....ccccccovviiiiiiis it it e e e e ereies v e evevenee e v e
Simplify minimum required distribution
TULES i e 5 6 2 -4 -19 37 -61 -91 -127 -172 -10 —498
Allow all inherited plan and IRA balances to
be rolled over Within 60 days ....cccccccccvvviiiis riiviies crrieiee v ereeiee v erenee eveieee seveie aevenene veveeieeaesenee e aveneens
Permit unaffiliated employers to maintain a
single multi-employer defined contribution
Plan oo e 97 137 147 155 169 181 196 209 230 246 705 1,767
Improve the excise tax on high cost employ-
er-sponsored health coverage .......cocooovviee v i i 66 112 138 172 209 254 314 178 1.265
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Total, reforms to retirement and health
benefit plans ......cccocevceviininiies v 374 1,380 1,989 2,179 2280 2,363 2,500 2,631 2,797 2,936 8,202 21,429
Reforms to capital gains taxation, upper-income
tax benefits, and the taxation of financial
institutions:
Reduce the value of certain tax expenditures ...  ......... -31,092 -50,403 -54,946 -59,515 -63,910 —68,322 -72,776 -77,183 -81,525 -85,866 —259,866 —645,538
Reform the taxation of capital income ...........  ......... —14,757 24,669 -20,639 -22,015 -23,211 -23,426 -24,696 -25976 -27,254 -28565 105,291 —235,208
Implement the Buffett Rule by imposing a
new “Fair Share Tax” .....ccccocvvvvvvvvivieiines v 7,848 62 -1317 -3,102 4,035 4,136 4,170 -4240 4,334 -4,388 -16,240 -37,508
Impose a financial fee ... i —5.653 —11.084 -10.949 -11.163 —-11.420 —-11.683 —11952 12226 —12508 —12.795 —50.269  -111.433
Total, reforms to capital gains taxation,
upper-income tax benefits, and the taxa-
tion of financial institutions .......cccccoeceees e -59,350 —86,094 -87,851 -95,795-102,576-107,567 -113,594 —119,625 -125,621-131,614 431,666 -1,029,687
Loophole closers:
Require current inclusion in income of
accrued market discount and limit the
accrual amount for distressed debt ........... ... —4 -12 -20 -28 -34 —42 -50 -58 -69 =79 -98 -396
Require that the cost basis of stock that is a
covered security must be determined using
an average cost basis method ........cccccoeeceee. s -74 -223 =377 -539 —634 —657 —-684 -713 —744 -1,213 —4,645
Tax carried (profits) interests as ordinary
INCOME vttt ee aeveaens -2,619 -2633 -2,520 -2420 -2,351 -1,932 -1472 -1,213 -1,121 -1,029 -12,543 -19,310
Require non-spouse beneficiaries of deceased
IRA owners and retirement plan partici-
pants to take inherited distributions over
no more than five years .......ccccoevvcvvieccnee eeveeene -111 -285 -471 -660 -853 -891 -841 -780 -718 —654 -2,380 —6,264
Limit the total accrual of tax-favored retire-
ment benefits ..o -1,616 -2,302 -2,406 -2639 -2947 -3,084 -3465 -3,606 -3,828 —4,085 -11,910 —29,978
Rationalize Net Investment Income and
SECA taX€S .vevvveveeeieiesieeieseese e sieienies eenens -16,660 —23,276 —24,773 -25,913 -26,943 -28,124 -29,421 -30,816 -32,163 -33,570 -117,565 —271,659
Limit Roth conversions to pre-tax dollars ..... ... ... -5 -10 -16 -20 -20 -21 -28 -32 -99 -51 -251
Eliminate deduction for dividends on stock
of publicly-traded corporations held in
ESOPS oot e -702 -945 -962 -978 -995 -1,011 -1,028 -1,044 -1,062 -1,079 —4,582 -9,806
Repeal exclusion of net unrealized apprecia-
tion in employer securities ........cccccceviiieeseeeene -16 =27 -28 -13 —4 —4 12 23 23 24 -88 -10
Disallow the deduction for charitable con-
tributions that are a prerequisite for pur-
chasing tickets to college sporting events .. —150 —237 —255 —272 —290 -308 -327 —348 —-369 —-391 —1.204 —2.947
Total, loophole closers ........c..ccccevereienncnne -21,878 —29,796 -31,668 -33,316 -34,976 -36,050 —37,270 -38,554 40,052 —41,706 -151,634 —345,266
Modify estate and gift tax provisions:
Restore the estate, gift, and genera-
tion-skipping transfer (GST) tax parame-
ters in effect in 2009 ....cccceviviiiiiiieeeiees e e -15,717 -17,102 -18,415 -20,027 -21,695 -23,660 —25,815 -28,303 -31,020 -71,261  —201,754
Expand requirement of consistency in value
for transfer and income tax purposes ....... e oo -142 -143 -169 -174 -185 -198 -211 —228 —243 —628 -1,693
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

2016

2017 2018 2019 2020 2021 2022 2023 2024

2025

Totals

2026 2017-2021 2017-2026

Modify transfer tax rules for grantor re-
tained annuity trusts (GRATSs) and other
grantor trusts ...

Limit duration of GST tax exemption ............

Extend the lien on estate tax deferrals where
estate consists largely of interest in closely
held business ........ccocceevieeiieniiienieiieeeee

Modify GST tax treatment of Health and
Education Exclusion Trusts ........cccceeeee.

Simplify gift tax exclusion for annual gifts ...

Expand applicability of definition of executor ...

Total, modify estate and gift tax provisions ...
Other revenue raisers:

Impose an oil fee ...
Increase and modify Oil Spill Liability Trust
Fund financing ® ........occooiiiiiiiii

Reinstate Superfund taxes 3

Increase tobacco taxes and index for
inflation 2 .......ccccoeiiiiiiie e,

Make unemployment insurance surtax per-
manent ¥ ...

Total, other revenue raisers ...................
Reduce the tax gap and make reforms:

Expand information reporting:

Improve information reporting for certain
businesses and contractors ...........c...c.....

Provide an exception to the limitation on
disclosing tax return information to
expand TIN matching beyond forms
where payments are subject to backup
withholding ........ccceveviiviniiiiiiiicieene

Provide for reciprocal reporting of infor-
mation in connection with the imple-
mentation of FATCA .......ccccccovivvevennene

Require Form W-2 reporting for employer
contributions to defined contribution
Plans ..o

Improve compliance by businesses:

Increase certainty with respect to worker
classification .........ccocceeviiniiiniiiiiiinee,

Increase information sharing to adminis-
ter excise taxes 1 ..o,

Provide authority to readily share in-
formation about beneficial ownership
information of U.S. companies with law
enforcement ..........coceeeeiiiniiiiniiiiiee,

Strengthen tax administration:

—7,221 -14,439 -21,505 -28,450 -35,135

_133
—2,087

-9,982 -12,910

—1.172 1604

-32,393

—42,977

~144
~2,445

-10,399

—1,762

—43,456

~147
~2,492

-9,902

—1.789

—-106,750

-638
~10,324

—60,655

—7.712

~926,289

-319,070

~1,352
—22,319

~115,149

—16.402

—20,065 —-31,173

-82 -85

-1,127 -1,220 -1,321 -1,428

-16 -17 -17 -18

57,727

-102

—-1,544

-18

57,786

-106

~1,668

-19

~186,079

—278

474,292

—765

-10,761

-145

121!
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026

Modify the conservation easement deduc-

tion and pilot a conservation credit .......  ....... -6 —22 —46 -63 =72 =79 -83 -89 -94 -101 -209 —655
Impose liability on shareholders to collect

unpaid income taxes of applicable corpo-

TALIONS .eeviieniiiiincrccerecces e -395 —423 —442 —461 —481 -502 -524 -546 -570 -595 -2,202 —4,939
Revise offer-in-compromise application

TULES oo s -1 -2 -2 -2 -2 -2 -2 -2 -2 -2 -9 -19
Make repeated willful failure to file a tax

return @ felony ..ccccvveeciiieecieccceeeieeies e e e s -1 -1 -1 -1 -2 -2 -2 -2 -10
Facilitate tax compliance with local juris-

QICEIONS ceveiveieriieiecieeeeeseee e e -1 -1 -1 -2 -2 -2 -2 -2 -2 -2 -7 -17
Improve investigative disclosure statute ... ... . -1 -1 -1 -1 -2 -2 -2 -2 -10

Allow the IRS to absorb credit and debit

card processing fees for certain tax

PAYMENES .eevioiiiiiiiieeiiieeete e e -2 -2 -2 -2 -2 -2 -2 -2 -2 -2 -10 -20
Provide the IRS with greater flexibility to

address correctable errors ' ...................
Enhance electronic filing of returns ..
Improve the whistleblower program ..........
Index all civil tax penalties for inflation ....
Combat tax-related identity theft ..............
Allow States to send notices of intent to

offset Federal tax refunds to collect

State tax obligations by regular first-

class mail instead of certified mail ......... i h it i i e e v e e eveeene e e
Accelerate information return filing due

dAtes 12 . s -3 -5 -11 -12 -12 -13 -13 -13 -13 -14 —43 -109
Increase oversight of tax return

PIePArers 2 ....ociiieieieeiee e e -14 =31 -34 =37 -41 —45 —49 -54 -57 -62 -157 —424
Enhance administrability of the appraiser

9123 0 T L2

Request a program integrity cap adjust-
ment for the reemployment services
and eligibility assessment (RESEA)

PIOZTam 13 Lo ees s i 2 7 10 11 10 9 9 7 5 30 70
Total, reduce the tax gap and make
Teforms ..o -5 -b65 -1,043 -1,539 -1,778 -1,903 2,034 -2,171 -2,321 2,478 -2,649 -6,828 -18,481
Simplify the tax system:
Modify adoption credit to allow tribal deter-
mination of special needs ......cccoovevviiiiiiiies it s e e 1 1 1 1 1 1 1 2 7
Repeal non-qualified preferred stock designa-
BIOIL ittt s -33 55 -55 -53 -50 —46 —41 -36 -32 —29 —246 —430

Reform excise tax based on investment

income of private foundations .................... 5 5 6 6 6 6 6 7 7 7 28 61
Simplify arbitrage investment restrictions ... ... ... 2 10 18 28 38 46 58 68 76 58 344
Simplify single-family housing mortgage

bond targeting requirements ........cccccceeeeeies eveeee e 1 3 5 7 10 12 17 20 22 16 97
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2026 2017-2021 2017-2026

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Streamline private activity limits on govern-
mental bonds ........ccooiiiiiiiinii

Repeal technical terminations of partner-
SHIPS it

Repeal anti-churning rules of section 197 .....
Repeal special estimated tax payment provi-
sion for certain insurance companies .........

Repeal the telephone excise tax ** ..................

Increase the standard mileage rate for auto-
mobile use by volunteers .............cccvvennnen.

Consolidate contribution limitations for
charitable deductions and extend the
carryforward period for excess charitable
contribution deduction amounts ................

Exclude from gross income subsidies from
public utilities for purchase of water run-
off management ...........cccecvvveriiiiinniieeninne

Provide relief for certain accidental dual
CitiZens .....cccocveeeeeeeeeiiiieeeeen,
Total, simplify the tax system

Trade initiatives:

Enact the Trans-Pacific Partnership Trade

Agreement ¥ ........oooiiiiiiiii
Other initiatives:

Allow offset of Federal income tax refunds to
collect delinquent State income taxes for
out-of-State residents ...........cccoveeeeveeeennnnnn.

Improve disclosure for child support enforce-
TNENT Lot

Authorize the limited sharing of business tax

return information to improve the accura-
cy of important measures of the economy ..
Eliminate certain reviews conducted by the
U.S. Treasury Inspector General for Tax
Administration (TIGTA) .....cccccevvierienieene
Modify indexing to prevent deflationary
adjustments ........ccceeviieeniiieeneeee e

Total, other initiatives ...........cccceeeeeevveeeennns

Total, tax proposals

Grand total, mandatory and receipt pro-
posals

.................. 1 3 5 7 9 11 13 15 17 16 81
......... -13 -19 -21 -23 —25 =27 —29 -30 -32 -33 -101 —252
......... 24 99 198 281 338 370 378 378 378 378 940 2,822
......... 368 327 287 248 209 170 132 94 57 44 1,439 1,936
......... 20 62 65 68 69 71 72 74 76 79 284 656
.................. 93 51 6 6 6 491 1,188 1,830 2416 156 6,087
63 108 58 23 25 26 28 29 30 32 277 422

434 624 605 585 621 634 1,107 1,793 2418 3,010 2,869 11,831
.................. 1,690 2,343 2,586 2,858 3,147 3,445 3,724 4,003 4,318 9,477 28,114

613 -135.225-223.552 240,506 —265,912 -293.382 —280,795 -282.067 —300,451 -321,905 -354,237 1,158,577 -2.698.032

Note: For receipt effects, positive figures indicate lower receipts. For outlay effects, positive figures indicate higher outlays. For net costs, positive figures indicate higher
deficits.

! Based on placeholder credit subsidy rate. Actual approvals would be evaluated and estimated for each fund application individually.

2In the Fall of 2015, the President took action within his existing authority to implement eligibility expansions to income-based repayment plans proposed in the 2015 Bud-
get. However, the Administration continues to seek to work with the Congress to create a unified, simple, and better targeted PAYE program.

3The estimates for this proposal include effects on receipts. The receipt effects included in the totals above are as follows:
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Reauthorize special assessment from domestic

nuclear utilities .......cccooceviiniiniiis e -208 -212 217 —222 -227 -232 -237 —243 —248 -254 -1,086 -2,300
Create State option to provide 12-month con-

tinuous Medicaid eligibility for adults ...........  oceee e -37 77 -158 -165 -174 -181 -191 -200 -209 —437 -1,392
Extend CHIP funding through 2019 .......ccccceee. rriies e —66 -454 “B28 vt e e e e e -1,048 -1,048
Establish user fee for Electronic Visa Update

SYSEEIM et e -31 -25 27 =31 27 -31 -29 -34 -24 -28 -141 —287
Establish an AML hardrock reclamation fund ..  ....... ... -200 -200 -200 -200 -200 -200 -200 -200 -200 -800 -1,800
Increase coal AML fee to pre—2006 levels ..........  ....... —49 -50 -52 -53 B4 et v e s —258 —258
Strengthen Unemployment Insurance (UI)

SYSEEM SOLVENCY ..vveveiieieeieecieerce s e e -3,128 -3,185 -3,922 4,303 -5425 -6,802 -6,068 -6,346 -7,114 -14,538 —46,293
Modernize Ul .....cccoovoviviiiieieeseeseeseeienies evvren e s -514 -468 -415 —429 -410 -560 -585 -604 -1,397 -3,985
Improve Ul program integrity .......ccccevvveevivceens cvvceee e 1 7 16 29 43 60 96 61 99 53 412
Implement cap adjustments for UI program

INEEGTILY ©eevveevreieeieieei e nee e s 2 8 13 14 13 11 10 8 6 37 85
Create mandatory Reemployment Services and

Eligibility Assessment program .........cccccceeeee cevveeees cvvveene eeveea 4 24 65 168 195 216 267 293 93 1,232
Implement tax enforcement program integrity

cap adjustment ......cccocoeveiievieiicee s e -278 -1,585 -3,263 -5008 -6,763 -8,327 -9,264 -9,590 -9,737 -9,814 -16,897 —63,629
Reform inland waterways financing ........cc.ccce... . -3 -78 -118 -156 -156 -156 -156 -156 -155 -155 -511 -1,289
Enact changes to the military retirement

reform enacted in the 2016 National Defense

Authorization Act ....ccceveveeviececieecicerieee e e 53 85 94 110 126 144 154 169 180 342 1,115
Enact immigration reform —1.000__—7.000 —20.000 -30.000 -40.000 -45.000 -55.000 —64.000 —-74.000 -84.000 —98.000 _ —420.000

Total receipt effects of mandatory proposals —59.624 —71.869 —539.437

4Makes assumptions regarding the timing and magnitudes of future droughts in the SWPA region.

5Health savings in Table S—2 includes all HHS health savings and OPM FEHBP savings.

6 Authorization expires in 2025.

"Unemployment insurance reform also includes the proposal to make the unemployment insurance surtax permanent. On net, the package increases the deficit by $1.1

billion over 10 years.

8 Revenues are net of the 20 percent Treasury offset.

9This proposal also saves less than $500,000 in SSI over 10 years.

10 This proposals costs less than $500,000 in each year and over five and 10 years.
1Savings of $1 million over five years and $4 million over 10 years.

2The estimates for this proposal include effects on outlays. The outlay effects included in the totals above are as follows:

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026
Expand and simplify the tax credit provided
to qualified small employers for non-elec-
tive contributions to employee health
INSUTANCE .evveeeiieiiciiiceieerieeteete e sreeiees aeenene 21 23 19 17 12 14 10 7 4 2 92 129
Designate Promise Zones .......ccccccovvvveevvieencee e 27 29 29 31 31 33 35 37 37 39 147 328
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Table S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2017-2021 2017-2026

Modify and permanently extend renewable

electricity production tax credit and in-

vestment tax credit ......ccoooviviiiiiiiis 58 155 281 453 695 973 1,300 1,695 2,117 2,629 1,642 10,356
Provide a carbon dioxide investment and

sequestration tax credit ...cccccccvceeecviiiiiiiees e e e e e 142 280 123 338 226 ... 142 1,109
Provide America Fast Forward Bonds and

expand eligible USes ........ccccevviiiiiiiiiiiiees e, 239 1,085 2,328 3,635 5002 6407 7,836 9,282 10,743 12,217 12,289 58,774
Allow eligible uses of America Fast Forward

Bonds to include financing all qualified

private activity bond program categories ..  ........ 49 221 475 742 1,020 1,307 1,599 1,894 2,192 2,492 2,507 11,991
Reform child care tax incentives .......ccceceeees cveieee e 962 1,009 1,051 1,091 1,147 1,182 1,227 1,264 1,268 4,113 10,201
Simplify and better target tax benefits for

€dUCALION ...oovviiiiiiiiiicee s e e 4,377 4,521 4479 4663 5079 5255 5679 5870 5,833 18,040 45,756
Expand the EITC for workers without quali-

fying children .......cc.cccoviviiiiiiiiiiiiiieiies e 273 5468 5577 5677 5796 5906 6,020 6,134 6262 6,383 22,791 53,496
Simplify the rules for claiming the EITC for

workers without qualifying children .......... ... 24 484 475 481 492 503 516 528 541 553 1,956 4,597
Provide a second-earner tax credit ..........cc..... ceeveees e 739 735 735 740 754 758 760 759 754 2,949 6,734
Provide for automatic enrollment in IRAs,

including a small employer tax credit,

increase the tax credit for small employer

plan start-up costs, and provide an addi-

tional tax credit for small employer plans

newly offering auto-enrollment .................. s 126 198 203 207 215 222 228 230 236 734 1,865
Provide the IRS with greater flexibility to

address correctable errors .......ccocvvecieies e —26 -53 -52 -53 -54 -55 -56 -58 -59 -61 —238 -527
Accelerate information return filing due

AES et e -1 -3 -6 -7 -7 -8 -8 -8 -8 -8 -24 —64
Increase oversight of tax return preparers .... ___......... -2 —14 -15 —16 —18 —19 =21 —23 —24 —26 —65 —178

Total. outlay effects of receipt proposals ... ... 662 13599 15574 17428 19812 22536 24771 27.720 30.154 32311 67.075 204.567

13 Net of income offsets.
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Table S-10. Funding Levels for Appropriated (“Discretionary”) Programs by Category

(Budget authority in billions of dollars)

Totals
Actual Enacted Request Outyears
2017- 2017-
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026
Discretionary Adjusted Baseline by Category:!
Defense Category .......ccceeveeveereeieneeieenieeeenenes 521 548 551 549 562 576 590 660 676 692 709 727 2,828 6,292
Non-Defense Category ........cccceverveveereeeceennenne 508 536 519 516 530 543 556 604 619 634 650 666 2,662 5,836
Total, Base Discretionary Funding 1,030 1,085 1,070 1,065 1,092 1,119 1,146 1,264 1,295 1,327 1,359 1,392 5490 12,128
Discretionary Policy Changes to Baseline Caps:
Proposed Cap Changes:?
Defense Category ....ccccccvveevcieecciiiieciiieeiciees evveviee eveveee eeenaens +35 +31 +23 +24 -36 —40 —44 —48 -53 4113 108
Non-Defense Category ....cccccccceevvveercciieeiiiices evveviee eveveeee eveaens +36 +31 +23 +25 -14 -17 -20 -23 -26  +114 +14
Non-Defense Category Reclassifications:
Surface Transportation Programs ................ -4 -4 -4 -4 -5 -5 -5 -5 -5 -5 -5 -5 -23 —48
Program Integrity .....ccccccovvviiiviiiiiiiiiiiiciics e v e —* —* —* —* —* —* —* —* —* -1 -2
Contract SUpport CostS ....cccccvvviervieiiiiiiiieies e e e -1 -1 -1 -1 -1 -1 -1 -1 -1 -5 -11
Proposed Discretionary Policy by Category:
Defense Category ......... . 521 548 551 584 593 599 614 624 636 648 661 674 2941 6,184
Non-Defense Category 504 532 514 546 555 560 574 584 596 608 620 633 2748 5,789
Total, Base Discretionary Funding ........cccceeeeee 1,025 1,080 1,065 1,130 1,147 1,158 1,188 1,208 1,232 1,256 1,281 1,307 5,690 11,973
Discretionary Cap Adjustments and Other Funding (not included above):?
Overseas Contingency Operations* .................. 74 74 74 11 11 11 11 it e e e s 118 118
Disaster Relief .........cccoooiiiiiiiniiiiiiicee 7 7 T it i et e e e e s eeeaene 7 7
Program Integrity .......c.cccooeevvviieeiniieeeieeeen. 1 2 3 3 3 3 4 4 4 4 4 16 37
Wildfire SUpPression .......cccceevevienievienieiiniens e v 1 1 1 1 1 1 1 1 1 1 6 13
Other Emergency/Supplemental Funding ............ 5 it evvevieee vveiee eveeeeies evveveere avveevene avsvesies svesvenre aeveneene aeeverees  veveeres  eveereses
Total, Cap Adjustments and Other ........cccceeuenee 87 83 84 15 15 16 16 5 5 5 6 6 146 174
Grand Total, Discretionary
Budget Authority 1,113 1,163 1,149 1,145 1,163 1,174 1,205 1,213 1,237 1,261 1,287 1,313 5,836 12,147
Memorandum: Current Law and Proposed 2018-
Changes to Existing BBEDCA Caps’® 2017 2018 2019 2020 2021 2021
Joint Committee RedUcCtiOnsS ...........ccooeeveircueenncanne N/A -91 -90 -89 -88  -359
2017 Budget Proposed Addback to caps ................. N/A +71 +61 +46 +49  +227
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Table S-10. Funding Levels for Appropriated (“Discretionary”) Programs by Category

(Budget authority in billions of dollars)

* $500 million or less.

! The discretionary funding levels from OMB’s adjusted baseline are consistent with the caps in the Balanced Budget and Emergency Deficit Control Act of 1985 (BBEDCA)
with separate categories of funding for “defense” (or Function 050) and “non-defense” for 2016—2021. These baseline levels assume Joint Committee enforcement cap re-
ductions are in effect through 2021. For 2022 through 2026, programs are assumed to grow at current services growth rates with Joint Committee enforcement no longer
in effect, consistent with current law. The levels shown here for the non-defense category do not include the reclassification of surface transportation programs shown
later in the table.

2 The 2017 Budget provides a detailed request for 2017 at the cap levels enacted in the Bipartisan Budget Act of 2015 and, after 2017, continues the framework of previous
President’s Budgets by providing additional investments in both defense and non-defense programs above the baseline levels that include Joint Committee enforcement.

3 Where applicable, amounts in 2015 through 2026 are existing or proposed cap adjustments designated pursuant to Section 251(b)(2) of BBEDCA. The 2017 Budget
proposes new cap adjustments for program integrity and wildfire suppression activities. For 2018 through 2026, the cap adjustment levels for wildfire suppression are
a placeholder that increase at the policy growth rates in the President’s Budget. The existing disaster relief cap adjustment ceiling (which is determined one year at a
time) would be reduced by the amount provided for wildfire suppression activities under the cap adjustment for the preceding fiscal year. The amounts will be refined in
subsequent Budgets as data on the average costs for wildfire suppression are updated annually.

4 The 2017 Budget includes placeholder amounts of nearly $11 billion per year for Government-wide OCO funding from 2018 to 2021. The placeholder amounts continue
to reflect a total OCO budget authority cap from 2013 to 2021 of $450 billion, in line with previous years’ policy, but do not reflect any specific decisions or assumptions
about OCO funding in any particular year.

5 Under Joint Committee enforcement, the current law defense and non-defense discretionary caps specified in BBEDCA are estimated to be reduced by a combined $359
billion over 2018 through 2021. The 2017 Budget proposes to restore more than three-fifths of those reductions.

091

SHTAVL AYVININNS



Table S-11. Funding Levels for Appropriated (“Discretionary”) Programs by Agency

(Budget authority in billions of dollars)

Totals

Actual Enacted Request Outyears
2017-  2017-

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026

Base Discretionary Funding by Agency:!

AZriculture .....occooceeieriiiieeeeee e 24.9 25.2 23.4 24.9 25.2 25.8 26.2 26.8 27.3 27.9 28.5 29.1 1254 265.0
Commerece ............. . 8.6 94 9.7 10.1 114 15.7 10.4 10.2 10.4 10.6 11.1 114 57.3 111.0
CenSUS BUICAU .......oceveveaevereaeeeciieeeieeveeseaeens 1.1 14 1.6 1.8 2.9 7.1 1.6 1.2 1.3 1.3 1.5 1.7 15.1 22.1
Defense? ................ . 496.1 521.7 523.9 556.7 564.8 5704 585.2 5972 6094 6219 634.7 647.7 2801.1 5912.1
Education .... . 66.9 68.3 69.4 70.3 71.3 72.3 73.2 74.3 75.3 76.3 774 78.5 356.5 738.3
ENETZY oviiieeeeeeeeeee s 27.4 29.6 30.2 30.1 32.2 34.0 35.8 36.5 37.2 38.0 38.7 39.5 1624 352.3
National Nuclear Security Administration? ... 114 12,5 12.9 11.9 124 12.6 13.0 13.3 13.5 13.8 14.1 14.4 62.8 131.9
Health & Human Services?® .........cccovcevrienennenne. 80.3 84.6 77.9 87.2 88.9 90.7 92.5 94.3 96.2 98.2 100.1 102.1 437.2 928.1
Homeland Security ..........ccccceeveeevieereerienreenienne. 39.9 41.1 40.6 41.8 42.5 43.3 44.0 44.9 45.8 46.7 47.6 48.5 212.2 445.7
Housing and Urban Development ...................... 30.4 37.5 38.0 39.0 39.7 40.5 41.2 42.0 42.7 43.5 44.3 45.1 1984 416.0
Y T ) RSP SPS 12.2 13.2 12.9 13.0 13.2 13.5 13.7 14.0 14.3 14.6 14.9 15.2 66.3 139.3
JUSHICE weenvieiieieeiieieee e 26.3 28.7 18.1 30.0 30.6 31.2 31.8 324 33.1 33.7 34.4 35.1 141.6 310.4
7 1 0703 SRS 11.9 12.2 12.8 12.8 13.1 13.3 13.5 13.7 14.0 14.2 14.5 14.7 65.4 136.6
State and Other International Programs .......... 40.9 37.9 37.8 46.5 474 48.3 49.2 50.2 51.2 52.2 53.3 54.3 229.1 490.3
Transportation ............ccccoeeeveevieeeeriesreesiesreenennes 13.8 14.3 12.0 14.7 15.0 15.3 15.6 15.9 16.2 16.6 16.9 17.2 72.6 155.5
TLEASUTY .eevveveerieiieeieteeeieteeteete et esesseeaesseesseeas 12.2 12.6 12.6 13.6 13.9 14.2 14.5 14.8 15.1 15.5 15.8 16.2 68.7 146.1
Veterans Affairs .......ccoceevveeeecienenieneeieseseeiene 65.1 71.6 75.1 78.5 794 81.0 82.6 84.3 86.0 87.7 89.4 91.2 396.7 835.2
Corps of ENgineers .......cccccoeveevveeveienenienenieens 5.6 6.0 4.6 4.7 4.8 4.9 5.0 5.1 5.2 5.3 54 5.5 24.0 50.5
Environmental Protection Agency ..................... 8.1 8.1 8.3 8.4 8.6 8.8 8.9 9.1 9.3 9.5 9.7 9.9 43.0 90.5
General Services Administration ...........cc..c...... -04 0.6 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 1.9 4.0
National Aeronautics & Space Administration ... 18.0 19.3 18.3 18.6 19.0 194 19.8 20.2 20.6 21.0 214 21.8 95.0 200.0
National Science Foundation ..... . 7.3 7.5 7.6 8.1 8.3 8.5 8.6 8.8 9.0 9.1 9.3 9.5 41.0 86.8
Small Business Administration 0.9 0.9 0.7 0.7 0.7 0.8 0.8 0.8 0.8 0.8 0.8 0.9 3.7 7.8
Social Security Administration® ..............cceceenne. 9.0 9.3 9.6 9.8 10.1 10.5 10.7 10.9 11.1 11.3 11.5 11.7 50.7 107.0
Corporation for National & Community
SEIVICE eveviirvieieeiieieeieeie et eee e sae e sae e 1.1 1.1 1.1 1.1 1.1 1.2 1.2 1.2 1.2 1.3 1.3 1.3 5.7 12.0
Other AGencies .......coceecveveeeeerieneeieseeieseeieeen 18.9 19.5 20.3 20.5 21.2 21.9 22.7 23.2 23.6 24.1 24.5 25.0 106.6 227.0
ATLOWANCES ..ot aevereieseveeeees eereeaes -11.5 -154 269 -19.1 -233 -239 -248 246 246 —73.0 —194.2
Subtotal, Base Discretionary Funding............ 1,0254 1,080.2 1,065.2 1,130.2 1,1474 1,158.4 1,188.4 1,207.8 1,231.7 1,255.5 1,2814 1,307.3 5,689.6 11,973.2
Discretionary Cap Adjustments and Other
Funding (not included above):®
Overseas Contingency Operations .............. 73.7 73.7 73.7 117.6 117.6
Defense .....ccccceveeeenereeieneeeseeeene . 64.2 58.6 58.8 58.8 58.8
Homeland Security .........ccccoceevienieiiiiennenne. 0.2 0.2 it e e e e e e e e e e eees
State and Other International Programs ...... 9.3 149 14.9 14.9 14.9
Overseas Contingency Operations Outyears®... ... ... . 43.9 43.9
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Table S-11. Funding Levels for Appropriated (“Discretionary”) Programs by Agency—Continued
(Budget authority in billions of dollars)

Totals

Out,
Actual Enacted Request utyears 2017- 2017-

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026

Program Integrity 1.5 1.5 2.5 2.8 3.2 3.5 3.8 4.0 4.1 4.2 4.3 44 15.8 36.7
Health & Human Services ........cccceeevvevvennnne. 04 04 04 04 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 2.3 5.1
ES Ed ES
0.5 0.9 1.3 1.7 2.0 2.1 2.2 2.2 2.2 2.2 6.5 174
1.5 1.5 14 1.3 1.3 1.3 14 1.4 1.5 1.5 7.0 14.2
Disaster Relief 6.9 6.9 6.9
N = (o1 V1 103 O (00 O oo PO
Homeland Security 6.7 et et e e 6.7 6.7
Housing and Urban Development .................. ... 0.3 it it e e erevene s v sverene ereiee evereeaveren eveeens
Small Business Administration ........ccccccevecee e e 0.2 et e e e e e e v e 0.2 0.2
Wildfire Suppression”’ 1.2 1.2 1.2 1.2 1.2 1.3 1.3 1.3 14 14 6.0 12.6
AGrIiCUltUTLe ..ocoovvieiiciciceceeee e e e 0.9 0.9 0.9 0.9 0.9 1.0 1.0 1.0 1.0 1.0 4.5 9.5
TNEETIOL 1eviiieieiieieeetee e eee e e 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 1.5 3.2
Other Emergency Funding ...........ccceceeevueenneee 54 04
AGriculture .......cccocceveiiviiiice s s 0.3 et it e e e s eeveieer v e v v aeraeas
Defense ..o 0.1 it i e e e v e e everenes e e eveees e
Health & Human Services ......c..cccoceerueenunennne. 2.8 i i e e v evveiee v e eneeies e e evneees e
State and Other International Programs ...... 2.5 0.1 il it i e i e e e et evevene e e
Grand Total, Discretionary Funding .............. 1,112.5 1,163.0 1,1494 1,145.2 1,162.7 1,174.0 1,204.5 1,213.1 1,237.0 1,261.0 1,287.0 1,313.0 5,835.9 12,147.0

* $50 million or less.

! Amounts in the actual and enacted years of 2015 and 2016 exclude changes in mandatory programs enacted in appropriations bills since those amounts have been rebased
as mandatory, whereas amounts in 2017 are net of these proposals.

2 The Department of Defense (DOD) levels in 2018-2026 include funding that will be allocated, in annual increments, to the National Nuclear Security Administration
(NNSA). Current estimates by which DOD’s budget authority will decrease and NNSA’s will increase are, in millions of dollars: 2018: $1,665; 2019: $1,698; 2020: $1,735;
2021: $1,770; 2018-2026: $16,263. DOD and NNSA are reviewing NNSA’s outyear requirements and these will be included in future reports to the Congress.

3 Funding from the Hospital Insurance and Supplementary Medical Insurance trust funds for administrative expenses incurred by the Social Security Administration that
support the Medicare program are included in the Health and Human Services total and not in the Social Security Administration total.

4 The 2017 Budget includes allowances, similar to the Function 920 allowances used in Budget Resolutions, to represent amounts to be allocated among the respective
agencies to reach the proposed defense and non-defense caps for 2018 and beyond. These levels are determined for illustrative purposes but do not reflect specific policy
decisions.

5 Where applicable, amounts in 2015 through 2026 are existing or proposed cap adjustments designated pursuant to Section 251(b)(2) of BBEDCA.

6 The 2017 Budget includes placeholder amounts of nearly $11 billion per year for Government-wide OCO funding from 2018 to 2021. The placeholder amounts continue
to reflect a total OCO budget authority cap from 2013 to 2021 of $450 billion, in line with previous years’ policy, but do not reflect any specific decisions or assumptions
about OCO funding in any particular year.

” For 2018 through 2026, the cap adjustment levels are a placeholder that increase at the policy growth rates in the President’s Budget. The existing disaster relief cap
adjustment ceiling (which is determined one year at a time) would be reduced by the amount provided for wildfire suppression activities under the cap adjustment for the
preceding fiscal year. Those amounts will be refined in subsequent Budgets as data on the average costs for wildfire suppression are updated annually.

91

SHTAVL AYVININNS



Table S-12. Economic Assumptions !
(Calendar years)

Projections
Actual J

2014 2015 2016 2017 2018 2019 2020 2021

2022

2023

2024

2025

2026

Gross Domestic Product (GDP):

Nominal level, billions of dollars .........cccceeeeuveernnnenn.
Percent change, nominal GDP, year/year ....................
Real GDP, percent change, year/year ............cccoeeuueen.

Real GDP, percent change, Q4/Q4 .......
GDP chained price index, percent change, year/year

2.5 2.2 2.7 2.5 2.4 2.3 2.3 2.3

............ 1.6 1.0 14 1.9 1.8 2.0 2.0 2.0

Consumer Price Index, 2 percent change, year/year ........ 1.6 0.1 1.5 2.1 2.1 2.3 2.2 2.3

Interest rates, percent: ®

91-day Treasury bills # ........cccooiieeiiiieeieeeceeeeeees
10-year Treasury notes .........ccccceeeereveeerieeenneeeenneeens

Unemployment rate, civilian, percent ® ........cceeerue.

............ 2.5 2.1 2.9 3.5 3.9 4.1 4.2 4.2

* * 0.7 1.8 2.6 3.1 3.3 3.4

............ 6.2 5.3 4.7 4.5 4.6 4.6 4.7 4.7

44
2.3
2.3
2.0

2.3

3.4

4.2

4.8

4.4
2.3
2.3
2.0

2.3

3.3

4.2

4.9

4.3
2.3
2.3
2.0

2.3

3.3

4.2

4.9

4.3
2.3
2.3
2.0

2.3

3.2

4.2

4.9

17,348 17,948 18,669 19,510 20,345 21,237 22,155 23,121 24,128 25,179 26,272 27,413 28,603
............ 4.1 3.5 4.0 4.5 4.3 4.4 4.3 4.4
............ 2.4 24 2.6 2.6 24 2.3 2.3 2.3

4.3
2.3
2.3
2.0

2.3

3.2

4.2

4.9

*0.05 percent or less.

Note: A more detailed table of economic assumptions appears in Chapter 2, “Economic Assumptions and Interactions with the Budget,” in the Analytical Perspectives

volume of the Budget.

!Based on information available as of mid-November 2015.

2Seasonally adjusted CPI for all urban consumers.
3 Annual average.

4 Average rate, secondary market (bank discount basis).
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Table S-13.

(Dollar amounts in billions)

Federal Government Financing and Debt

Estimate
Actual
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Financing:
Unified budget deficit:
Primary deficit (+)/surplus (=) .....cccoeveviiviininiiiniciniceee 215 376 201 69 90 11 -22 39 9 -56 -3 6
NEt INTETESE .oecvvieiiieiieiie ettt 223 240 303 385 460 523 574 621 668 706 744 787
Unified budget deficit ........ccocevirienirieniiieieiecceeeeee 438 616 503 454 549 534 552 660 677 650 741 793
As a percent of GDP .......cccovviiiiiiiiiiiiecieeee e 25% 33% 26% 23% 2.6% 2.4% 2.4% 2.8% 2.7% 2.5% 2.7% 2.8%
Other transactions affecting borrowing from the public:
Changes in financial assets and liabilities:!
Change in Treasury operating cash balance ..................... 40 TO ceevees e e e e e e v e veeeas
Net disbursements of credit financing accounts:
Direct loan accounts .......... 79 104 129 109 112 103 103 102 104 108 110 110
Guaranteed loan accounts 9 13 3 -1 -2 —4 -6 =7 -3 -2 -2 4
Troubled Asset Relief Program (TARP)
equity purchase accounts ..........ccoeceeveeiiiienieniiceneene. -1 * —* —* —* —* —* —* —* —* —* —*
Net purchases of non-Federal securities by the National
Railroad Retirement Investment Trust (NRRIT) ........... -1 * -1 -1 -1 -1 -1 -1 —* -1 —* —*
Net change in other financial assets and liabilities? ......... —228 208 e e eeeeeeeeveveeeeveee evveeeee eeeeee veveee eveeeee aeeeeaea
Subtotal, changes in financial assets and liabilities ...... -101 397 131 107 110 99 97 94 101 105 107 114
Seigniorage 0N COIMS ......coeieiiierireiienieeieeeeeeitesaeeseeeeeeesiee e -1 —* —* —* —* —* —* —* —* —* —* —*
Total, other transactions affecting borrowing from the
PUDBLIC eieiiiiieieceeeeeee e -102 396 131 107 109 99 96 93 100 104 107 113
Total, requirement to borrow from the public (equals
change in debt held by the public) .......ccccoovvevennenn. 337 1,012 634 560 659 633 649 753 777 755 848 906
Changes in Debt Subject to Statutory Limitation:
Change in debt held by the public .................... 337 1,012 634 560 659 633 649 753 777 755 848 906
Change in debt held by Government accounts -11 301 82 175 152 119 103 48 56 84 13 -11
Change in other factors .........ccccoeveieiieniieeniienieceeeeeee, 6 -1 2 2 3 3 2 2 2 2 1 2
Total, change in debt subject to statutory limitation ............. 332 1,313 718 736 814 754 754 803 835 840 862 897
Debt Subject to Statutory Limitation, End of Year:
Debt issued by Treasury ......c.ccceeceeeeeeerreeeenieeeerieeeereeeesaeereennas 18,094 19,407 20,123 20,858 21,671 22423 23,175 23,977 24811 25651 26,512 27,408
Adjustment for discount, premium, and coverage?® .................... 19 19 21 22 23 25 26 27 28 29 29 30
Total, debt subject to statutory limitation?* .............ccccvevennene 18,113 19,426 20,143 20,880 21,694 22448 23,201 24,004 243839 25680 26,542 27,438
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Table S-13. Federal Government Financing and Debt—Continued

(Dollar amounts in billions)

Estimat
Actual Stmare

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Debt Outstanding, End of Year:
Gross Federal debt:?

Debt issued by Treasury .......cccoccveevereeiereniereseee e 18,094 19,407 20,123 20,858 21,671 22,423 23,175 23,977 24,811 25,651 26,512 27,408
Debt issued by other agencies 26 27 27 26 25 24 23 22 21 20 19 17
Total, gross Federal debt .........cccccevivieninieninieieniees 18,120 19,433 20,149 20,884 21,695 22,447 23,199 23,999 24,832 25,671 26,531 27,426
Held by:
Debt held by Government accounts ...........cceceevveeeeviesieenennns 5003 5,305 5,38 5,561 5,713 5,832 5,935 5,983 6,039 6,123 6,136 6,124
Debt held by the public® .........cccooiievieiieieeeieeeeee e 13,117 14,129 14,763 15,324 15982 16,615 17,264 18,016 18,793 19,548 20,396 21,302
As a percent of GDP .......cooiviiiiriiiieeeeeeeee e 73.7% 765% 16.5% 76.1% 761% 75.8% 15.5% 15.5% 15.4% 152% 752% 75.3%
Debt Held by the Public Net of Financial Assets:
Debt held by the Public ......ccccevieieriieieresieecee e 13,117 14,129 14,763 15,324 15982 16,615 17,264 18,016 18,793 19,548 20,396 21,302
Less financial assets net of liabilities:
Treasury operating cash balance ...........ccccccceeeieniiiiiieniennnnen. 199 275 275 275 275 275 275 275 275 275 275 275
Credit financing account balances:
Direct 1oan accounts .........cceceeveeeerieeeenieeieeseee e 1,144 1,248 1,377 1,486 1,598 1,701 1,805 1,906 2,011 2,119 2,229 2,339
Guaranteed loan accounts ..........ccccoeeeeriiniiiniiiicenieeeee 11 25 28 27 25 21 16 8 5 3 * 4
TARP equity purchase accounts .........cccccveeeeeuieeecieeeniieeenns * * * * * * * * * * * *
Government-sponsored enterprise preferred stock ................ 106 106 106 106 106 106 106 106 106 106 106 106
Non-Federal securities held by NRRIT ........cccccoeviriiinvnnenene 24 24 23 22 22 21 20 20 19 19 18 18
Other assets net of liabilities .........cccocceeriieiieniieeniiiiieiee —250 —47 —47 —47 47 47 47 —47 47 —47 —47 47
Total, financial assets net of liabilities . 1234 1631 1,762 1869 1,979 2,078 2,175 2,269 2,369 2,474 2581 2,695
Debt held by the public net of financial assets ............... 11,882 12,498 13,001 13,454 14,003 14,537 15,089 15,748 16,424 17,074 17,814 18,607
As a percent of GDP .........ccoovvveviveveiieeieeeee 66.7% 67.7% 67.4% 66.8% 66.6% 66.3% 66.0% 66.0% 659% 65.7% 65.7% 65.7%

* $500 million or less.

! A decrease in the Treasury operating cash balance (which is an asset) is a means of financing a deficit and therefore has a negative sign. An increase in checks outstanding
(which is a liability) is also a means of financing a deficit and therefore also has a negative sign.

2Includes checks outstanding, accrued interest payable on Treasury debt, uninvested deposit fund balances, allocations of special drawing rights, and other liability ac-
counts; and, as an offset, cash and monetary assets (other than the Treasury operating cash balance), other asset accounts, and profit on sale of gold.

3 Consists mainly of debt issued by the Federal Financing Bank (which is not subject to limit), Treasury securities held by the Federal Financing Bank, the unamortized dis-
count (less premium) on public issues of Treasury notes and bonds (other than zero-coupon bonds), and the unrealized discount on Government account series securities.

4Legislation enacted November 2, 2015 (P.L.. 114-74), temporarily suspends the debt limit through March 15, 2017.

5Treasury securities held by the public and zero-coupon bonds held by Government accounts are almost all measured at sales price plus amortized discount or less amor-
tized premium. Agency debt securities are almost all measured at face value. Treasury securities in the Government account series are otherwise measured at face value
less unrealized discount (if any).

6 At the end of 2015, the Federal Reserve Banks held $2,461.9 billion of Federal securities and the rest of the public held $10,654.8 billion. Debt held by the Federal Reserve
Banks is not estimated for future years.
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