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INTRODUCTION TO HOMELAND SECURITY

Note: The prior Homeland Security Sector report provides a detailed introduction to the US Homeland
security agencies and their background and functions.d on 6t want t o repeat all
to provide some updated material and a general overview of the sector and agencies. Please see the

prior reports to form / create a complete background. Portions of the following material incorporated

below are from the prior work created by Ryan Fuhrmann, CFA.

Homeland Security, as defined by the National Strategy for Homeland Secuiity he Str ategyo) ,
follows:

AHomel and Security is a concertdd hriat itchrealUnéd ftfeadr tSttad epsr, e w eerdtl
vul nerability to terrorism, and minimize the damage and reco
The advisory system, in addition to publishing the current threat level and its corresponding color code, combines

the tireat assessments with specific information (when available) and public communication. The systems three

main components consist of:

e Homeland Security Threat Advisories Actionable information about threat incidents involving
or targeting crucial netwosk , infrastructure, or key assets.
could suggest a change in readiness postures, actions or responses. The target audience includes
Federal, State, and Local governments, private sector organizations, and interpatimeas.

e Homeland Security Information Bulletins: Information releases that do not meet the
immediacy requirements of Advisory releases. This could include statistical reports, summaries,
response reporting, or standards and tools reporting. The gadjence includes Federal, State,
and Local governments, private sector organizations, and international partners.

e Color Coded Threat Level: Used to communicate with public officials, and the puhbtitarge,
the protective measures that should be ctiygut into use. Changes in the color levels have
shown to have economic, physical, and psychological effects on the nation so the agency has
designed the system to be able to put different threat levels into use for different geographical
areas of theountry.

@ HOMELAND SECURITY
The threat level system currently uses a set of color codes to define the thre e e VST
statusredorangé /blue These colors represent the probability of
nearterm terrorist attack. This is an exceedingly complex topic to define ang
understand. It involves efforts both at home and abroad and demands a rang
government and private sector capabilities as well as a coordinated and foc
effort from different entities that have not historically been compelled to focu
security effots. The Strategy established three objectives based on the defin
of Homeland Security as previously stated:

-

-EVAILE
IBUARDED
1. Prevent terrorist attacks within the United States; [ LOW
2Reduce Americads vulnerability m;

3. Minimize the damage and recover from attattkat do occur.

The events of 9/11 have had a profound effect on the way in which our country views national security.
Since that time, federal, state, and local law enforcement agencies have been thrown onto the national
stage and subjected to redefil and newly evolving roles. According to the Strategy, they should now

bassign priority to preventing and "nterdicting t
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National Strategy

The events of 9/11 changed the way America deals with terrorismicgneistic attacks by small

organized groups. Prior to 9/11 each agency and law enforcement agency acted alone, with little
cooperation or information sharing between agencies. Most terrorist acts were treated as law enforcement
matters, with main jurisdtion being either the local authority or the FBI.

Prior to 9/11, our security institutions were designed to fight and win the Cold War. As we all know, the
cold ware is over; we O6won6é that one. to®ut, we di
victory. The 9/11 Commission Repartitlined several changes they felt were important in the

restructuring of our institutions to deal withese new threats:

0 unifying strategic intelligence and operational planning against Islamist terrorists across the foreign
domestic divide with a National Counterterrorism Center;

d unifying the intelligence community with a new National Intelligence &@ae

d unifying the many participants in the counterterrorism effort and their knowledge in a r{agart
information sharing system that transcends traditional governmental boundaries;

d unifying and strengthening congressional oversight to improve tguatid accountability; and
strengthening the FBI and homeland defenders.

Many of these changes were under way as the Bush Administration moved quickly to consolidate the
functions of national security into one ageiidye Department of Homeland Secur(tyii t h e

Department o) . On November 26, 2002, after months
became official as President Bush signed legislation approving the largest reorganization in the U.S.
government since the creation of the Depanthe of Def ense i n the 19406s.

governor of Pennsylvania, became its first head. The new entity consolidated an estimated 22 former
agencies and 180,000 employees into one department. Additionally, resources committed increased three
fold (see below for further budgetary details). Since September 11, there have been no additional

significant terrorist tragedies within U.S. borders. The Bush Administration has announced numerous
advances from its initiatives, including the arrest @tdef approximately 75% of senior al Qaeda

of ficials, the capture of an estimated 4,000 terr
million in terrorist funds throughout the worltl.

In July 2004 The 9/11 Commission Repbrvas released. This document was a final report compiled by

the National Commission on Terrorist Attacks upon the United States; it offered a detadeddfist

developments preand post9/11 and also offered its interpretations of certain failures or systemic flaws

in U.S. national security that could have possibly prevented such an attack. The report cited operational
failures, such as a lack of infortien sharing between agencies (e.g. the inability of the FBI to effectively
compile data from its field agents to assist with national priorities, or that one hijacker had links to attacks

on the battleship USS Cole), problems at the CIA and FBI regavdinyglecentralized organizations that
inhibited information gathering, O6per meabl e borde
document s, i ncompl ete watch 1|ists, 6per meabl e avi
weapons against itdtizens), and the fact that U.S. banks and financial institutions were used to funnel
resources to terrorists living within U.S. borders. Currently, there are a number of initiatives and
improvements to Homeland Security that are being undertaken kg paoblprivate organizations to

address systemic security failures.

In the first quarter of 2003Jichael Chertoff was chosen to head the Department of Homeland Security.

In arecent interview with BusinessWekkvr. Chertoff highlighted his ambition to make the private

sector more accountable for defending the nation against terrorist attacks and to act as a first responder
should such attacks occur. With the exception ohtHme industry that has received and will continue

to receive attention, other industries are expected to face increased scrutiny. Mr. Chertoff ordered a sixty
day review of the agency to realign priorities and strategies. His focus has been ebpemefisstudy of
Homeland Security and to ensure that major security threats are properly being addressed.


http://www.9-11commission.gov/report/911Report.pdf#search='9/11%20Commission%20Report'
http://www.9-11commission.gov/report/911Report.pdf#search='9/11%20Commission%20Report'
http://www.dhs.gov/dhspublic/display?theme=11&content=4353
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In July 2005 Mr. Chertoff announced reorganization to the Departfhée. announced a number of
changes intended to allow the Department to eviotva its 2002 creation and remove bureaucratic

nef fici

enci

€S

and

i ncrease

oni

mb 1l en

esso

Chertoff announced other changes as well such as by adding a Chief Intelligence Officer.

Government Agencies and Initiatives

and

Below is anorganizational chadetailing the hierarchy for the Departm&nt

Depuly Secralary
Under Sacratary For 12 Undesignaled Assitant
Management Secralaries
Chiaf of Immigration Policy s Statistics Branch of Office
R of Falicy & Flanning
from N3
Diractor of Sharad Saryias Eureau of Cilizerehip and
Immigralion Serces
fromerly INS services
miEf;ij;’ el J. Bucdget Officer
Legal Advisor Ch'Efit?:g;'iEE i
Cmbudsmar P
UnderSecretary for UrdlerSecretary for UnderSacretary for
Information Analysis & Lél;ﬂe&[rﬁ:;_y f;r Emergency Boreler & Trarspertation
Infastructure Prolection IEIEE AN e Treparedness & Reporse Sacurity
Critical Infrastructure
= Assurance Cffice L Exramural Frograms with = Flum Islard from LISDA Office for Domestic = LIS Cusloms
from DeC Universities Preparedres : e
) Fanspartation Security
Ermeiron. Maasuremerts Lab inisiration Didri
Nt Conmys ItranuralFrogpams witt from Dok negraedvazard - [= KRR B
fom [oD (™ feckralLatrairies L formatin Sydam o | EHAY 0 1 Y
— National Oceanic and | .
: Advanced Scientific Amospheic Trarsperlation Seaurily
Mational _Infraan.u:lure Hemeland Securiy Science. fem Computing Research at Owvarsight Board from DoT
= Protedion Canter = & Technology Arkisory Lawrence Livermore :
from FBI Committea hational Lahoratary Domestic Emer. Support Federal Law Enforcement
from Dok Team from Dol = Training Certer from
Frarcy Sacurity and Tresiry
Asaurance (including b Fderally Funded Resaarch Muke Smuggling in Man- Strategic Nat'|. Stockpile
NISAC) frem Dok & Developmert Caner ke frofiaionand 7 from HHS | Fesdoral Prolactive Service

| Federal Computer Incidert
Rasponse Canter from GSA

| Assistant Secretary for
Informalion Analysis

Assigtant Sacratary for
Infregtructure Protection

Naticral Technology
Guard NetlGuard

Cither invalved fedaral
aEies
|

Law Enforcament &
Intelligenze

(= Offica for Naticnal Labs
= Technology Claaninghousa

Homeland Sacurity

—  Advanced Research
Projects Agancy

Verification RED from Dok

Microhial Pathogers in
= Piological & Ernironmental
Resaarch from Dok

hluke Assessment in
Inlemational Maleriaks
Frotaction & Cooperation
from Dok

Bio Weapors Dafense
HAnalysis from Dal

Chem & Bio programs in
f= Non-Frofiferation and
Verification RED from Dok

Other involved laderal
apencies

DOE, HHS, LRDA

Sourcehttp://www.govexec.com/homeland/HSchart.htm

| National Office of Domedic
Freparedness from FEI

Fecderal Emergency
Management Agency

Office of Emergenzy
Praparedness from HHS

| Mational Disaster Medical
Systam from HHS

Metrapolitan Medical
Resporea System from HHE

Cther imvolved fedaral
aneries
|
HHS, DOE

from GSA

Import and Eniry Inspection
= from Animal & Plart Health

Impedtion Service

Cfica of Domesic
Praparecingss fram Dol

Assigtant Sacratary for
Bureau of Barder Sacurity
= [ormerly Immigration and
Maturalization Sarvica
Enforoement

Chief of l
Palicy &
Srategy

Cilizenship &
Immigration
Services liaison

Other involved federal

apnies
1

LUS0A, Visa Bsuanie al
State, HHS

FRESIDENT

Oifice of Homeland
Security *Eslablished by

Execulive Oircler not by =

Haute

Mational Homeland
Sacurity Council

Secretary
Dept. of Homeland Sacurity

Gereral Counsal
Coast Guard "

Impacior General
Ciffica of Intemational 3
Aifairs

Adisory Commitlaes 9

Counter Marcolics Officer 3

(ifice for Sate & Local
Government Coordination

Hemeland Security Irslitute
for twa years

Secrel Service

B Chief Information Cfficer
F Chigf Financial Officer

L Chigf Human Capitdl
Cifficer

Border Sectrity ard
I Inmicration Working
Group for bwo years

F Frivacy Oifficer

"Juint Irteragency Homeland

Security Task Force

| Office for Cidl Rights and
Cvil Liberties

Technokgy Advisory
Commitee

Senate Confi

New Office/

L Office o National Capital

Reggicn Coardination

rmed D
Agency D

Transferred Agency D

Distinct Entity

[

Source: Compiled by ULS. Senate
Buelgat Committea Staff,

Friday, Nov. 1

5, 2002

f ocu


http://www.govexec.com/homeland/HSchart.htm
http://www.govexec.com/homeland/HSchart.htm
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A number of major agencies were consolidated under the umbrella of the Department of Homeland
Security. Major agencies centralized into the Departrimelude the Department of Immigration and
Naturalization Services (INS), U.S. Customs Services, U.S. Coast Guard, and the Transportation Security
Agency (TSA). This was seen as necessary from the standpoint of having a more unified front to respond
to threats and attacks. For instance, before government agencies were realigned, it was estimated that
twelve different federal agencies could have responded to a chemical or biological attack.

More Private Sector Opportunities

The Dept of Homeland Sedty, indirectly admitting that the gargantuan task of securing our borders, has
budgeted $2 billion dollar for a comprehensive project to secure the borders.

The contract will call for the company to design a strategy, utilizing both current border aggknts
technology. Perhaps utilizing remote controlled cameras. This contract has attracted the attention of
large corporations such as Boeing, Raytheon, Northrop Grumman, and even Erickson. Erickson currently
provides a similar service for the borderg-inland.

The 2007 vs. 2008 Budget

Overall, the 2008 budget shows an increase of over 7.6% in the discretionary use category to $37.7
billion, with a net discretionary amount of $34.3 billion. In addition some of these changegs2Q087
show how théepartment focuses on different areas. For example, the 2008 budget increases non
defense related homeland security spending by 9.5%. The budget also includes the following items:

e $13 hillion to strengthen border security and management, with $Inhillif@ncing on the
Southwest border.

¢ Funds hiring 3,000 new border agents, doubling the force by the end of 2008, 950 new detention
beds.

e $2billion in First Responder grants
¢ Enhances the ability to trace the origins of Nuclear and Radiological materials
¢ Strengthens FEMAO6s partnerships with the State:
¢ Increases the number of fingerprints obtained at border entries from 2 to 10.
Department of Homeland Security
(In millions of dollars)
2006 Estimate
Actual | 2007 | 2008
Spending
Gross Disretionary Budget Authority:
Departmental Management and Operations 856 915 998
Office of the Inspector General 82 99 99
Citizenship and Immigration Services 114 182 30
Legislative proposal o} o} i
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Department of Homeland Security
(In millions of dollars)

2006
Actual
United StateSecret Service 1,219
Customs and Border Protection 5,865
Immigration and Customs Enforcement 3,633
Transportation Security Administration 5,891
United States Coast Guard 6,710
Federal Emergency Management Agency (FEMA) 6,146
State and Local Programs (naud) 3,378
Science and Technology 1,467
Domestic Nuclear Detection Office (DNDO) o}
National Protection and Programs Directorate 947
Federal Law Enforcement Training Center 279
Other 4
Total, Gross 33,213
Less feefunded activities 12,545
Total, Discretionary budg authority (net) 30,668
Memorandum:
Budget authority from enacted supplementals 115,792
Additional funding requirements o}
Total, Discretionary outlays 52,805
Mandatory Outlays:
FEMA 16,518
Citizenship and Immigration Services 1,584
United States Secret Service 201
United States Coast Guard 1,212
All Other 13,104
Total, Mandatory outlays 16,412

Total, Outlays 69,107

Estimate
2007 = 2008
1,277 1,399
6,442 8,791
4,444 4,781
6,010 6,399
7,062 7,272
6,013 5,187
3,393 2,196

848 799

481 562

941 1,164

253 263
o} o}
34,957 37,74C
12,976 13,452
31,981 34,288
1,919 o
3,520 225°
46,956 42,904
3,014 343
1,776 2,386

200 210
1,295 1,431
12,811 14,062
3,474 308
50,430 43,212
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Department of Homeland Security
(In millions of dollars)

2006 Estimate
Actual | 2007 | 2008

Credit activity
Direct Loan Disbursements:
Disaster Assistance 629 516 79

! DNDO received $125 million in 2006 in the Science and Technology appropriation.

2 $120 million in 2007 and $225 million in 2008 is proposed to be transferred from the Department of Defense to the United
States Coast Guard.

Source http://www.whitehouse.gov/omb/budget/fy2008/homeland.html

TOTAL BUDGET AUTHORITY

Dollars in Thousands

546,390,702
50,000,000 —

540,420,007

45,000,000

40,000,000
7,063,136

B Mandatory, Fees,
Trust Funds

B Gross Discretionary

20,000,000 — : §37,744,495

$33,356,871

FY 2006 FY 2007 FY 2008
Revised Enacted Revised Enacted President’s
Budget

The budget is based upon meeting the mission objectives and needs of the agency and the nation. These
objectives are summarized below. Agdurther detail can be obtained by reading the document

iHomel and Security, Budget in Brief 2008, 0 | ocat e

http://www.dhs.gov/xlibrary/assets/budget 4H#2008.pdf



http://www.whitehouse.gov/omb/budget/fy2008/homeland.html
http://www.dhs.gov/xlibrary/assets/budget_bib-fy2008.pdf
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Thenewboudget also contained some procedural, staffir
some of the more relevant items:

6,000 guards and 10% staff have increased the National Boarders.

Norn-Mexican immigrants are finding it harder to remain in thetéd States with the new policy
of ACatch and Returno.

By deterring illegal immigrations security has been strengthened CPB agents have reduced the
number of apprehensions by 8%.

ICE has had a 12% increase in removal of illegal aliens form the piat fiear and increased
the bed size in its detention centers.

US Visit Biometric programs have increased 185%. The use of Biometrics has helped the DHS to
keep 1,100 criminals and visa violators as well as terrorists off of American soil.

While respondig to the liquid explosive treat the TSA was able to perform necessary passenger
screening operations preventing and protecting against adverse actions while attaining a new high
in customer satisfaction. In response to the foiled terror plot in EnglaftGievas able to train

it 43,000 security staff to address the threat of liquid explosive.

The CBP increased the percent of shipping containers processed through its container security
initiative prior to entering U.S. ports of 48 % to 82%. This signifitadecreases the risk of

terrorist materials entering our country while providing processes to facilitate the legitimate trade
and travel from more foreign ports.

DHS deployed 283 new radiation portal monitors throughout the nations ports of entry.

TheDomestic Nuclear Detection Office Awarded over 1Billion for Next Generation Nuclear
Detection Devices. The award of Advanc&ukectroscopic Portal program enhances the detection
of radiological and nuclear materials at the Nations Port of Entry.

The Coastsuard officially assumed responsibility for air intercept operations in the Nations
Capital from the CPS.

FEMA increased registration capability to 200,000 victims a day through ifsdeltregistration
number, orline registration process, registerimglividuals in shelters and using mobile units.

FEMA implemented the Total Asset Visibility program to provide enhances visibility, awareness
and accountability over disaster relief and resources.

DHS Awarded 2.6 billion for Preparedness, approximatedybillion in funds has been awarded

to state, and local governments for equipment, training exercises to increase the level of security,
300 million was awarded to strengthen the nations ability to prevent, protect against, respond to,
recover from terrast attacks, major disaster. 300 million was distributed in fire grants to fire and
emergency organizations to enhance their response capabilities.

The DHS has awarded 34 % of DHS prime contracts to small businesses, exceeding the goal by
4%.

Additiond information concerning DHS 2006 accomplishments are contained in the press release under
the AHomel aRdcSmtcubéev gl opment soO0 s e ditFiacn iSrhsiede Efe
Homel and Security Accomplishments For 2006. 0
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FISCAL YEAR 2008 BUDGET OVERVIEW

FY 2006 FY 2007 . )
- FY 2008 FY 2008

Revised Revised .

. 1 . 3 Pres. Budget +/-FY 2007

Enacted Enacted

000 S000 S000 S000

Net Discretionary: 30,845,620 | § 2,392,530 | § 34341481 | § 1,948,951
Discretionary Fees: 2,659,854 2,976,369 3,451,801 475432
Less rescission of prior vear carvvover: ° (148,603) (313,005) (45, 787) 264,218
Gross Discretionary 33,356,871 35,055,894 37,744 A95 2,688,601
Mandatory, Fee, Trust Funds: 4 7,063,136 7,748,515 8,655,207 906,692
Total Budget Authority: 40,420,007 | § 42,804,409 | § 46,399.702 | § 3,595,293
Supplemental: ~ 8,179,035 | § 1,829,000 - % (1.829,000)
Less rescission of prior vear supplemental: a A 23,409 300) - - -
Public Safety Interoperable Communications
Grants: $ 1,000,000 | $ 1,000,000

1/ FY 2006 revised enacted reflects a one percent across the board rescission (-5307.124 million), and TSCG Operating Expensss rescission

(-£260.532 million) pursuant to P.L. 109-148, and a rescission for Sereening Coordination and Operations (-33.960 million)y pursuant to P.L. 109-234;a
transfer from DOD to USCG (5100 million) pursuant to P.L. 109-148 and ($75 million) pursuant to P.L. 10%-234; and technical adjusiments to reflect USCG
Health Care Fund (3260, 533 million) and for revisad fee estimates in TSA Transportation Threat Assessment and Credentialing fees

(=513 1 million} and Aviation Security offset, FEMA National Flood Insurance Fund offset (-362 million) and CBP Small Airport estimates

(3.814 million).

2/ FY 2007 revised enacted reflects a transfer from DOD to USCG ($90 million) pursuant to P.L. 109-289 and the transfer of FEMA Public Health ($33.885
million) to the Department of Health and Human Services pursuant to P.L. 109-295; and technical adjustmenis for revisad fee estimates in TSA
Transportation Threat Assessment and Credentialing fees (-§45. 101 million) and Aviation Security offset, CEP Small Airport estimates

(£.950 million) and FEMA Radiological Emergency Preparedness Program (-36 million) to reflect net of collections basad on the FY 2008 request.

3/ Reflects scorekesping adjustment for rescission of prior vear unobligated balances: FY 2006 enactad rescission of prior year unobligated balances from
USCG (-5100.103 million), TSA (-35.5 million), S&T (-$20 million), Counterterrorism Fund (-38 million), and Working Capital Fund

(-£1 5 million); FY 2007 enacted rescission of prior vear unobligated balances from USCG (-3102.793 million), TSA (-$66.712 million), S&T

(-5125 million ), USSS (-52.5 million), Countertemorism Fund (-$16 million); FY 2008 President's Budget proposes rescission of prior year unobligated
balance from USCG (-$48. 787 million).

4/ Mandatory, Fee, Trust Funds: FY 2006 revised enacted includes fee estimates for FEMA NFIF mandatory fund ($2.104 billion), USSS Retirement Fund
(3200 million), USCG Trust Funds (3269365 million), CBP Customs Unclaimed Goods (55,897 million ), and revised fee estimates for CBP (370,528
milliony, ICE {-%17.552 million)y, TSA (<38 million); FY 2007 revised enacted includes fee estimates for FEMA NFIF mandatory fund (32,631 billion), TSSS
Retirement Fund (5200 million), USCG Tmst Funds ($244.202 milliony, CBP Customs Unclaimed Goods (35.897 million), and revised fee estimates for
CEP ($36.347 million).

5/ Inarder to obtain comparable figures, Total Budget Authority excludes: FY 2006 supplemental funding pursuant to P.L. 109-148 for Hurricane Katrina
(32851 million: $206.5 million - USCG, £3.6 million - USSS, 317.2 million - FEMA. $10.3 million - PREP, 312 millicn - ICE. $34.5 million - CBP} and for
Avian Flu ($47.283 million - provided to Office of the Secretary and Executive Management for distribution throughout the Department), supplemental
funding pursuant to P.L. 10%9-234 for the Global War on Terror and Hurricane Recovery (57847 billion: 32 million - OIG,

$822. 7 million - CEP, £327 million - ICE, 3307.392 million - TSCG, 320 million - TSSS, £15 million - PREP, 56.324 billion - FEMA, £25 million -
FLETC, $3.960 - OSEM); and FY 2007 emergency funding pursuant to P.L. 109-295 for the Global War on Terror  1.829 billion: 322 million - FLETC,
31758 million - USCG, $30 million - ICE, 51.601 billion - CBP.

&' Reflects scorekesping adjustment pursuant to P.L. 109-148 for rescission (-$23.40%9 billion) of prior vear unobligated balances from P.L. 109-62
Hurricane Katrina supplemental for FEMA Disaster Relief.

7/ In coordination with DHS's State Preparadness Grant Programs, FEMA will be co-administering the £1 billion Public Safety Interoperable
Communications {PSIC) grant program in partnership with the Department of Commerce pursuant to P.L. 109-171 and P.L. 109-459. The funding for this
program was appropriated per The Deficit Reduction Act of 2005 from anticipated spectrum auction receipts, and therefore is not included as requested DHS
budget authority. However, PSIC will support interoperable communications grants to State and local public safety agencies, and adjusted tofals are
provided to illustrate the level of grant funding that will become available for State and local preparedness projects.

10
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DETAILED BUDGET

TOTAL BUDGET AUTHORITY BY ORGANIZATION
Gross Discretionary & Mandatory, Fees, Trust Funds
February 5, 2007

FY 2006 Revised  FY 2007 Revised PV IS gy ggegy. YOO
Enacted ' Enacied * Bl‘lll"l‘l N FY 2007 Enacted I-'||a:.'letll
S000 000 S000 S000 Yo

Departmental Operations ** $ 559230 § 626,123 § 683,180 § 57,066 9%
Analysis and Operations 252,940 299,663 314,681 15,018 5%
Office of the Inspector General 82,187 08,685 99,111 426 0%
U.S. Customs & Border Protection 7,113,495 7,743,581 10,174,114 2,430,533 3%
U.S. Immigration & Customs Enforcement 3,866,443 4,606,641 5,014,500 317,859 7%
Transportation Security Administration 6,167,014 6,329,291 6,401,178 T1,887 1%
LLS. Coast Guard 8,268,797 8,553,352 8,775,088 221,736 3%
LLS. Secret Service 1,399,889 1,479,158 1,608,996 129,838 9%
National Protection and Programs Directorate s - - 1,046,567 1,046,567 -
Office of Health Affairs® - - 117,933 117,933 -
Counter-Terrorism Fund 1,980 - - - -
Federal Emergency Management Agency 8 4,834,744 5,223,503 5,824,204 600,701 11%
FEMA: Office of Grant Programs 5 - - 2,196,000 2,196,000 -
FEMA: Office of Grant Programs with PSIC Grants ° [3.196,000]  [3,196,000] -
U.S, Citizenship & Immigration Services 1,887,850 1,085,990 2,568,872 582,882 20%
Federal Law Enforcement Training Center 279,534 253279 263,056 9.777 4%
S&T Directorate 1,487,075 973,100 799,100 (174,000) -18%
Domestic Nuclear Detection Office - 480,968 561,900 20,932 1 7%
Legacy DHS Organizations

Preparedness Directorate” 678,305 618,577 - (618,577) -100%
Preparedness: Office of Grants & Training 5 3,352,437 3,303,000 - (3,393 ,000) -100%
US-VISIT ° 336,600 162,494 - (362.494) -100%
TOTAL: $ 40,568,610 § 43117414 § 46448480 § 3,331,075 8%
Less Rescission of Prior Year Carryover Funds: é (148,603) (313,005) (48,787) 264218 -84%
ADJUSTED TOTAL BUDGET AUTHORITY?: $ 40,420,007 § 42804409 § 46,399,702 § 3,595293 8%
SUPPLEMENTAL:™® $ 8179035 $§ 1,829,000 § - §(1,829,000) $ -

1/ FY 2006 revised enacted reflects a one percent across the board rescission (-$307.124 million), and USCG Operating Expenses rescission
(-$260.533 million) pursuant to P.L. 109-148, and a rescission for Screening Coordination and Operations (-33.960 million) pursuant to

P.L. 109-234; a transfer from DOD to USCG ($100 million) pursuant to P.L. 109-148 and ($75 million) pursuant to P.L. 109-234; and technical
adjustments to reflect USCG Health Care Fund (3260.533 million), FEMA NFIF mandatory fund ($2.104 billion), USSS Retirement Fund

(5200 millien), USCG Trust Funds (269,365 million), CBP Custems Unclaimed Goods (£5.897 million), and revised fee estimates for CBP
(570.528 million), ICE {-517.552 million), TSA Alien Flight School (-58 million), TSA Transportation Threat Assessment and Credentialing fees
(-%131 million) and Aviation Security offset, FEMA National Flood Insurance Fund offset (-$62 million) and CBP Small Airport estimates
($.814 million).

2/ FY 2007 revised enacted reflects a transfer from DOD to USCG (390 million) pursuant to P.L. 109-289, the transfer of FEMA Public Health
(533,885 million) to the Department of Health and Human Services, and the transfer from FEMA Disaster Relief (513.5 million) to Office of the
Inspector General pursuant to P.L. 109-295; and technical adjustments to reflect FEMA NFIF mandatory fund ($2.631 billion), USS8 Retirement
Fund (3200 million), USCG Trust Funds (5244.202 million), CBPF Customs Unclaimed Geods (35.897 million), and revised fee estimates for
CBP ($36.347 million}), TSA Transportation Threat Assessment and Credentialing fees (-$45.101 million) and Aviation Security offset, CBP
Small Airport estimates (5.950 million) and FEMA Radiological Emergency Preparedness Program (-$6 million) to reflect net of collections
based on the FY 2008 request.

3/ FY 2008 President's Budget reflects the following proposed transfers: USM receives resources from FLETC ($1.290 million), OHA receives
resources from S&T ($85.1 million) and NPPD ($9.218 million), and DHS transfers out of the Department resources from ICE (-2 million) to
Department of Justice, and from USCG (-52.650 millien) to Department of Transportation.

4/ Departmental Operations is comprised of the Office of the Secretary & Executive Management, the Office of the Federal Coordinator for Gulf
Coast Rebuilding, the Office of the Undersecretary for Management, the Office of the Chief Financial Officer, and the Office of the Chief
Information Officer.
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5/ FY 2008 President’s Budget reflects transfers to occur in FY 2007 pursuant to Title VI of P.L. 109-295 and the DHS Section 872 proposed
reorganization: FEMA receives resources from legacy Preparedness (83,440,172 million), OSEM receives resources from legacy Preparedness
($1.5 million), new Office of Health Affairs receives resources from legacy Preparedness ($4.980 million), new National Protection and
Programs Directorate (NPPD) receives resources from legacy Preparedness (570,925 million), CIO ($18.7 million), S&T (35 million), and US-
WVISIT transfers into NPPD ($262.494 million).

6/ Reflects scorekeeping adjustment for rescission of prior year uncbligated balances: FY 2006 enacted rescission of prior year unobligated
balances from USCG (-§100.103 million), TSA (-55.5 million), S&T (-$20 million), Counterterrorism Fund (-58 million), and Working Capital
Fund {-315 million); FY 2007 enacted rescission of prier year unobligated balances from USCG (-5102.793 millien), TSA (-566.712 million),
S&T (-5125 million), USSS (-52.5 millien), Counterterrorism Fund (-$16 milliony; FY 2008 President's Budget proposes rescission of prior year
uncbligated balance from USCG (-548. 787 million).

7/ In erder to obtain comparable figures, Total Budget Authority excludes: FY 2006 supplemental funding pursuant to P.L. 109-148 for
Hurricane Eatrina ($285.1 million: $206.5 million - USCG, $3.6 million - USSS, $17.2 million - FEMA, $10.3 million - PREP, $12 million -
ICE, $34.5 million - CBP) and for Avian Flu ($47.283 millien - provided to Office of the Secretary and Executive Management for distribution
throughout the Department), supplemental funding pursuant to P.L. 109-234 for the Global War on Terror and Hurricane Recovery (37.847
billion: $2 million - OIG, $822.7 million - CBP, $327 million - ICE, $307.392 million - USCG, $20 million - USSS, £15 million - PREP, $6.324
billion - FEMA, $25 million - FLETC, $3.960 - OSEM); and FY 2007 emergency funding pursuant to P.L. 109-295 for the Global War on Terror
(1.829 billion: $22 million - FLETC, $175.8 million - USCG, 330 million - ICE, $1.601 billion - CBP).

8/ The above chart does not reflect scorekeeping adjustment pursuant to P.L. 109-148 for rescission (-$23.409 billion) of prior year unobligated
balances from P.L. 109-62 Hurricane Katrina supplemental for FEMA Disaster Relief.

9/ In coordination with DHS's State Preparedness Grant Programs, FEMA will be co-administering the $1 billion Public Safety Interoperable
Communications { PSIC) grant program in partnership with the Department of Commerce pursuant to P.L. 109-171 and P.L. 109-459. The
funding for this program was appropriated per The Deficit Reduction Act of 2005 from anticipated spectrum auction receipts, and therefore is not
included as requested DHS budget authornty. However, PSIC will support interoperable commumnications grants to State and local public safety
agencies, and adjusted totals are provided to illustrate the level of grant funding that will become available for State and lecal preparedness
projects.

Above chart from: Homeland Security Budget in Brief, 2008

The detailed budget above shows the amounts that the agencies received in discretionary funding and its
change from the prior year. Revcewdbnggehcseshatt
that are receiving the highest funding growth rate.

Not surprisingly, the highest percentage growth (of 31% vs. 36% revenue growth last year) is again
enjoyed by the US Customs & Border Protection division. From our (youpemige, as investors, this
information will allow you to determine what specific area of the Homeland Security Area that you may
wish to concentrate your investment funds. What does the US Customs & Border Protection unit buy?
Producers of surveillana@nd Arial border patrol devices may benefit from the increased funding of this
unit. One such company, profiled previously in this report, Groen Brothers Aviation (GNBA), produces
these types of products.

US Customs and Border Protection (CBP)

Budget:$10.174b
Percent of Total DHS: 22%

CBP is the responsible for protecting the sovereign borders of the US and at ports of entry. The agency
protects the public against terrorists and the instruments of terror, and regulates the lawful movement of
goods aross the borders.

Some activities of this agency are visible as border agents at airports and other ports of entry.

A detailed budget request is provided below. Sobite://www.dhs.gov/xlibrary/assets/budget_bib
fy2008.pdf
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