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(0) for the “mass transit category,
$1,436,000,000 in new budget authority, and
$6,551,000,ooo in outlays; | |
(2) for fiscal year 2004—
(A) $182 999, 000 000 in new budget au-

' thorlty‘ and $822,563,000,000 in outlays for the

diseretionary category;

(B) for the highway  category,

© $31,555,000,000 in outlays; and

(C) for the mass: transit category,
$1, 461 0()() 000 in new budget authorlty, and
$6, 634 000,000 in outlays; and
(3) for fiscal year 2005—

(A) $812,598,000,000 in new budget au-
thority, and $817,883,000,000 in outlays for
the discretionary category; | - _

(B) . for the highway  category,
$33,393,000,000 in outlays; and

(C) for the mass  transit ‘eatégory |
$1,488,000, 000 in new budget authorlty, and. :
$6,726,000,000 in outlays; -

22 as adgusted in eonformance with subsec‘mon (e).

(b) DISCRETIONARY SPENDING POINT oF ORDER IN

24 THE SE_NATE.——, |
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(1) IN GENERAL.—Except as otherwise pro-

vided in this subsection, it shall not be in order in

 the Senate to consider any bill or resolution (or

amendment, motion, or conference report on that bill
or resoluﬁon) that would exceed any of the discre-
tionary spending limits in this section.

(2) WAIVER.—This subsection may be waived
or vsuspende(‘i in the Senate only by the afﬁrmati{}e
vote of three-fifths of the Members, duly chosen and
sworn. | |

(3) APPEALS.—Appeals in the Senate from the
decisions of the Chair relating to any provision of
this subseétion }shall be limited to 1 hour, .td be
equally divided between, and controlled by, the ap-
pellant and’the‘ manager of the biﬂ or joint resQlu—

tion, as the case may be. An affirmative vote of

‘three-fifths of the Members of the Senate, duly cho-

sen and sworn, shall be required to sustain an ap-

peal of the ruling of the Chair on a pomnt of order =

raised under this subsection.

(¢) ADJUSTMENTS.—

| (1)~IN GENERAL.—

 (A) CHAIRMAN.—After the reporting of a

bill or joint resolution, or the offering of an

amendment thereto or the submission _of a con-
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ferenée réport theréon, the chairman of the
Committee on the Budget may make the ad-
jﬁstrﬁents set forth in subparagraph (B) for the
amount of new budget authority in that meas-
ure (if that measure meets the requirements set
forth in paragraph (2)) and the outlays flowing
from that budget authority.
(B) MATTERS TO BE ADJUSTED —The ad-
justments referred to in subparagraph (A) are
- to be made to— |
 (1) the discretionary spendihg linxits, if -
any, set forth in the appropriate concur-
rent resolution on the budget; |
(ii) the allocations made p_ursuant to
the appropriate concurrent resolution on
the budget pursﬁant to seection 3‘02‘(a) of
the CohgTessiohélvBudget Act of}1974; and E
| (iii) the budgetary aggregates as set |
forth in the appropriate concurrent resolu-
tion on the budget. |
(2) AMOUNTS OF ADJUSTMENTS.——Thé_ é_djust—
_mént referred to in paragraph (1) shzﬂl be—--'_- B
BN an amount provided for‘tfanSp{)rtaﬁon

under section 411; and
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5

(B) an amount provided for the fiscal year

2003 supplemental appropriation pursuant to

section 421.

(3) REPORTING ‘REVISED SUBALLOCATIONS.—
Following any adjustment, made under paragraph
(1), the Committee on Appropriations of the Senéte
shall report appropriately revised suballocations
under section 302(b) to carry out this subsection. N

505. PAY-AS-YOU-GO POINT OF ORDER IN THE SENATE.

(a) POINT OF ORDER.—

(1) IN GENERAL.—It shall not be in order in
the Senate to consider any direct spending or rev-
enue legislation ‘that would increase the on-budget

deficit or cause an on-budget deficit for any one of

~the three applicable ‘time periods as measured in

paragraphs,‘(5) and (6). |

(2) APPLICABLE TIME PERIODS.—For purposes
of this subéection, the term “applicable time period”
means any 1 'bf the 3 following periods:

(A) The first year covered by the most re-' *
cently adopted eoncﬁrren’t resolution on the )
budget. | | o

(B) The period of fhé first 5 fiscal years
covered by the moét recently adopted concur- |

- rent resolution on the budget.
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(C) The period of the 5 fiscal years -f()l-
lowing the first 5 fiscal years covered in the
most recently adopted concurrent resolution on
ﬁhe budget.

(3) DIRECT-SPENDING LEGISLATION.—For pur-
poses vof}this subsection and except as provided}' n
paragraph (4), the term “direct-spending legisla-

tion” means any bill, joint resolution, amendment,

 motion, or conference report that affects direct

‘spending as that term is defined by, and mterpreted

for purposes of the Balanced Budget and Emer-
gency Deficit Control Act of 1985
(4) EXCLUSION. —For purposes of thls sub-
section, the terms “‘direct-spending leguslatlon and
“revenue legislation” do not include—
(A) any concurrent resolution on the ,budg}-
et; or |
(B) any prdvision of legislation that affects
the full funding of, and éontinuation of, the de-
pOSit insurance guarantee commitment in _effectk ~
on the date of enactment, of the Budget En-
forcement Act of 1990. | |

(5) BASELINE. —Estlmates prepared pursuant

- to this sectlon shall—
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(A) use the baseline surplus or deficit used
for the most recently adopted concurrent resolu-
tion lon the budget as adjusted for any changes
in revenues or'direet spending assumed by such
resoluti(')n; and |

(B) be caléulated under | the requirements
of subsections (b) through (d) of section 257 of
the Balanced Bﬁdget and Emergency Deficit
Control Act of 1985 for fiscal years beyond
~ those covered by that ‘eoncurrent resolution on

the budget. | |
(6) ‘PRIOR SURPLUS.—If direet spending or rev-
enue legislation increases the on-budget deficit or
causes an én-budget deficit when taken individually,
it must also increase the on-budget deficit or cause
an on-budget deficit ‘When taken together with all di-
rect spending and rever'nie. legislation enaeted since
the bég’inning of the calendar year not. aecmmted for
in the baseline under paragraph (5)(A), except that
direct spending or revenue veffects feéulting in nét__ .

deficit redﬁction ‘enacted pursuant to reconciliation

_instructions since the beginning of that same cal-

endar year "svhaﬂ.no.t be available.
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(b) Warver.—This section may be waived or sus-
pended in the Senate only by the affirmative vote of three-
fifths of the Members, duly chosen and sworn.

(e) APPEALS.—‘Appeais’ in the Senate from the deci-
sions of the Chair relating to any provision of this section
shall be limited to 1 hour, to be equally divided between,
and controlled by, the appellant and the manager of the
bill or joint resolution, as the case may be. An afﬂrnaati{?e
vote of three-fifths of the Members of the Senate, duly
chosen and sworn, shall be required to sustain an appeaﬂ

of the ruling of the Chair on a point of order raised under

this section.

(d) DETERMINATION OF BUDGET LEVELS.——-F{)IE.
purposes of this section, the levels of new ‘bud'get'author— -
ity, outlays, and revenues fbr a fiscal yéar shall be deter-
mined on the basis of estimates made by the Committee
on the Budget of the Senate.

(e) SUNSET.—This section shall expire on September
30, 2008. |
SEC. 506. COMPLIANCE WITH SECTION 13301 OF THE BUDG- o

ET ENFORCEMENT.ACT OF 1990.

(a) IN GENERAL—In the House, notwithstanding

section 302(&)(1) “of the Congressional Budget Act of |

1974 and section ‘13301 of the Budget Enforcement Act

of | 1990, the joint explanatory statement aceompahying .

~ April 10, 2003 (6:19 PM)



FAMS\NUSSLEANUSSLE.017

[y

O 00 N N R W N

~ S © ®® 9 o A ® RO = O

N
w

24

A

N
to

79
the conference repoft on any cbneurrent resolution on the
‘budget shall include in its allocation under section 302(a)
of the Congreésional Budget Act of 1974 td the Committee
on Appropriations amounts for the discretionary adminis-
trative expenses of ‘phe Social Security Administration.

(b) SPECIAL RULE.—In the House, except as pro-
vided by section 401(a), for purposes of applying section
302(f) of the Congressional VBudget Aet of 1974, estimates
of the level of tétal new budget authority and total outlays

.pfovided by a measure shall include any discretionary

amdun‘cs provided for the Social Security Adminisﬁation.
SEC. 507. APPLICATiON AND EFFECT OF CHANGES IN ALLO-
CATIONS AND AGGREGATES.

(a) APPLICATION.—Any adjustments of_alloeati‘ons
and aggregates made pursuant to this resolution shall—
(1) apply while that measure is under cchsider— _
ation; B |
(2) ‘take effect upon the enactment of that |
measure; and | | |

(3) be published in the Congressiohal vRﬁc_(')rd és, ,‘:
soon as'praeticab‘le. | B
(b) EFF‘ECT OF CHANGED ALLOCATIONS*AND Ag-
.» GREGATES}-—-Réﬁse‘d allocations and ag‘gTegateS' reéulting

from thesé adjustménts shall be considered for the pur- - -

- April 10,2003 (6:19 PM) .
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poses of the Congressional Budget Act of 1974 as alloca-

tions and aggregates contained in this resolution.
(¢) BunpGET COMMITTEE DETERMINATIONS.—For
purposes va this resolution-;-— : | |
(1) the levels of new budget authority, outlays,

direct spending, new entitlement authority, revenues,

deficits, and surpluses for a fiscal year or period of

fiscal years shall be determined on the basis of esti-
mates made by the appropriate Committee on the
Budget; and | |
(2) such chairman may make any other ﬁec-
essary adjustments to such levels to carry out this
resolution. |
(d) ENFORCEMENT IN THE HOUSE.—In the House,
for the purpose of enforcing this eoncﬁrrent resolution,
sections 302(f) and 311(a) of the Congressional Budget ,
Act of 1974 shall apply to fiscal year 2004 and the total
for fiseal year 2004 and the four ensuing fiscal years.
SEC.. 508. ADJUSTMENTS TO REFLECT CHANGES IN vCON- '
' CEPTS AND DEFINITIONS. | : |
In the House or in the Sénate; upon the enaéﬁment )
of a bﬂl 6r joint resolution providing for a change in con- -
‘eépts or definitions, the appropriaté ’qhairman of the Com-

mittee on the Budget shall make adjustments to the levels

and allocations in this resolution in accordance with see-

~ April 10, 2003 (6:19 PM)
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tion 251(b) of fhe Balanced Budget and Emérgency Def-
icit Control Act of 1985 (as in effect prior to September
30, 2002). | -
TITLE VI—SENSE OF THE
- SENATE |
SEC. 601. SENSE OF THE SENATE ON FEDERAL EMPLOYEE
PAY.
" It is the sense of the Senate théfc rates of conipensa—
tion for civilian employees of the United Statés should be
adjusted at the same time, and in the _samé proportion,
as are rates of coinpensation for | members _6f the uni-

formed services.

SEC. 602. SENSE OF THE SENATE REGARDING PELL

GRANTS. | |
It is the sense of the Senate that the levels in this

resolution assume that within the discretionary allocation

‘provided to the Committee Oh Appropriations the max-

imum} Pell Grant award should be raised to the r‘naxi'mum’

extent practicable. ‘ |

SEC. 603. SENSE OF THE SE_NATE ON EMERGENCY AND DIS-_ |
'ASTER ASSISTANCE FOR LIVESTOCK AND AG-
RICULTURE PRODUCERS. | |

" Tt is the séh_se'of the Senate ‘that' the Senate }d'e}v'e‘lop

a long-term drought‘ plan that effectively recognizes the

recurring nature of drought cycles and adequatély ‘sup-

- April 10, 2003 (6:19 PM)
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1 ports emergency and disaster assistance to livestock and
2 agricultural producers hurt by drought and that the Sen-
3 ate establish an agricultural reserve to fund these activi-
4 ties. |
5 SEC. 604. SOCIAL SECURITY RESTRUCTURING.
6 It is the sense of the Senate that—
7 (1) the President, the Congress and the Amer-
8 ican people (including seniors, workers, women, Im-
9 ~ norities, and disabled persons) should work togethef
10 at the earliest 0pp6rtum'ty to enact legislation to
11 achieve a solvent and permanently sustainable Sdcial
12 Security system; and |
13 (2) Social Seéurity refofm must—
14 (A) protect current and near retirees from
15 any changes to Social Seeurity‘ benefits; |
16 (B) reduce the pressure on future | tax-
17 - payers and on other budgetary priorities; |
18 (C) provide benefit levels that adequately
19 reflect individual contribﬁtiOns to the Social Se- -
20 curity System; and | ‘ |
21 (D) preserve and streng’th(én the safety net |
22 for. vulnerable populations, including the dlS- '
. . - .

abled and survivors.

[T

© Andl 10 9002 (R-10 DEA
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SEC. 605. SENSE OF THE SENATE CONCERNING STATE FIS-

CAL RELIEF.
It is the Sense of the Senate that the functional totals

in this resolution assume that any legislation enacted to

'provide economic growth for the United States should in-

clude not less 'th,an }$80,000,000,000 for State ‘ﬁseal relief
over the next 18 months (of which at least half should
be ‘providéd through a temporary increase in the Fedéral
inedieal assistance percentage (FMAP)). .

SEC. 606. FEDERAL AGENCY REVIEW COI\WISSIOIN.

It is the sense’(')f the Senate that a commission should
be ésfabliShed to review Federal domestic ageneies, and
prdgramswithin such agenciés, ‘with the express. purpose
of providing Congress}v with rreeommendétions, and legisla-
tion to implement those reéommendations, to ‘realign or
eliminate go’vefnment agencies and progra_ms that are du- |
plicative, wasteful, ,inefﬁeient, ‘outdated, of ii“relevant, | or
have failed to accomplish their intended pilrp()'sé. .

SEC. 607. SENSE OF THE SENATE REGARDING ﬁiGHWAY
 SPENDING. o |

(a) FINDINGS.—The Senate makes the jf’d]lovvimg" -
findings: | 7

(1) Highway construction }f’funding. sh{juld 'in-‘ "

crease over current levels.

April 10, 2003 (6:19 PM)
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(2) The Senate DBudget Committee-passed
budget resolution ihereases highway funding above
the President’s request. |

(3) All vehicles, whether they are opera,ted by
gasoline, gasohoL or electricity, ‘do damage to our
highways. |

(4) As set out in TEA-21, the direct relation-
ship between excise taxés and - highway Spelidihg
makes sense and should be maintainéd.

(5) Highways Should be funded through user
fees such as exeise taxes and not through the Gen—
eral Fund of the Treasury.

(b) SENSE OF THE SENATE._I‘; is the sense of the.

Senate that the Senate should only consider legislation
that increases highway ‘spending- if such 1efg‘islation
changes }highvva’y user fees to pay for ‘sueh increaséd :
‘spending.

SEC. 608. SENSE OF THE SENATE ON REPORTS ON LIABIL-

ITIES AND FUTURE COSTS.

It is the sense of the Senate that the Congressional

Budget Office shall consult with the Committee oh the
Budget of the Senate in order to prepare a - report -

containing—

(1) an estimate of the unfunded liabilities of the

Federal Government;
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(2) ah estimate of the contingent liabilities of
Federal prog1 ams; and | |
(3) an aoorual—based estlmate of the - current

and future costs of Federal programs.

SEC. 609. SENSE OF THE SENATE CONCERNING AN EXPAN-

~ SION IN HEALTH CARE COVERAGE.

It is the sense of the Senate that the functional totals

In this resolution assume that—

(1) e\panded access to health care coverage
throughout the Umted States IS a top prlorlty for
national poheymalnng, and ‘

(2) to the extent that additional funds are made
available, a significant portion of such funds should
be dedieated’ to expandjng access to health care cov-
erage SO vthat fewer individuals are uninsured and

fewer individuals are likely to become uninsured.

SEC. 610. SENSE OF THE SENATE CONCERNING PROGRAMS -

OF THE CORPS OF ENGINEERS.

It is the sense of fth_e Senate that the Corps of Engi-
neers requires additional funding to perfor;m- its ‘vita‘l‘ funo- .
tions and the budgetary totals n this resolutlon assume
that the level of fundmg promded for programs of the
| Corps will not be reduoed below current basehne spendmg

levels.
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SEC. 611. SENSE OF THE SENATE CONCERNING NATIVE

AMERICAN HEALTH. ‘

It is the sense of the Senate that Congress has recog-
nized the importance of Native American health. In 1’997,
Congress eilacted a program to spend $30,000,000 a year
on research and treatment on »'diabetes in the Nativé
American community. This amount was increased to
$100,000,000 a year in 2000 and further increased to
$150,000,000 a year in 2002. This is a 500 percent in-
crease since 1997. This priority focuses on prevention and
treatment for a major disease ih the Native American
community. | |
SEC. 612. SENSE OF THE SENATE ON PROV]DING"‘I‘AX AND

OTHER INCENTIVES TO REVITALIZE RURAL
AMERICA.

It is the sense of the} Senate that if tax relief meas-
ures are enacted in accordance with the assumptions_'ih
the budget resolution in this session of Congress, _suéh leg-
islation should include incentives to help rural commu-
nities attract individuals to live> and work and start and
grow a business in those commlinities.

SEC. 613. SENSE OF THE SENATE CONCERNINGECHILDR}EN’S‘ : |
GRADUATE MEDICAL EDUCATION |

It 1s the sense of the Senate that, for fiscal year
2004 chﬂdren s graduate medlcal education should be
funded at $305 000 ,000.

© April 10, 2003 (6:19 PM)
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SEC. 614. SENSE OF THE SENATE ON FUNDING FOR CRIMI-

NAL JUSTICE. ‘

It is the sense of the Senate that the funding levels

in }this‘ resolution assume that the programs authorized
under the Crime Identification Teéhnolo.gy Actj of 1998
to improve the justice system will be fully fanded at the
levels authorized for each of the fiscal years 2004 through

- 2007.

SEC. 615. SENSE OF THE SENATE CONCERNING FUNDING
FOR DRUG»TREATMENT PROGRAMS.

Tt is the sense‘bf the Senate that the fqneﬁonal totals
in this resolution assume that ﬁp to '$20,000,000 from
funds designated, but not obligated, for travel and admin-
istrative expenses; from drlig interdietioﬁ activities should
be used for service-oriented targeted grants for the utiliza-
tion of subs'tahces that block the craving for heroin and |
that are newly approved for rsu'ch use by the Food and
Drug Administration. |
SEC. 616. SENSE OF SENATE CONCERNING FREETRADE

'~ AGREEMENT WITH THE UNITEDKI&@DOM.
Tt is the seﬁse of the Senate that the President should

negotiate a free trade | agreement with 'th'e} United King—

“dom.

April 10, 2003 (6:19 PM) .
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‘And the Senate agree to the same.
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Managers on the part of t_he : ‘ Managers on the part of the
HOUSE , SENATE
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Managers on the part of the Managers on the part of the
HOUSE SENATE

Mr. Nickles /M
Wl

Mr. Grassley
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JOINT EXPLANATORY STATEMENT OF THE COMMITTEE OF
CONFERENCE

The managers on the part of the House and the Senate at the
conference on the disagreeing votes of the two Houses on the
amendment of the Senate to the concurrent resolution (H. Con.
Res. 95), establishing the congressional budget for the United
States Government for fiscal year 2004 and setting forth appro-

- priate budgetary levels for fiscal years 2003 and_2005 through
2013, submit the following joint statement to the House and the
Senate in explanation of the effect of the action agreed upon by the
managers and recommended in the accompanying conference re-
port: X .

The Senate amendment struck all of the House bill after the

enacting clause and inserted a substitute text.

The House recedes from its disagreement to the amendment of
the Senate with an amendment that is a substitute for the House
bill and the Senate amendment. The differences between the House
bill, the Senate amendment, and the substitute agreed to in con-
ference are noted below, except for clerical corrections, conforming
changes made necessary by agreements reached by the conferees,
and minor drafting and clarifying changes.

(D



—

—

EXPLANATORY STATEMENT OF THE CO)y
CONFERENCE

VIITTEE OF

The managers on the pa efe at the conference on
disagreeing votes of the two g

concurrent resolution (House Concur™s
congressional budget for the United

clause g inserted a substitute text.

The JMouse recedes from its disagreement to the amendment of the Senate with an-
gffendment which is a substitute for the House resolution and the Senate
amendment.

DISPLAYS AND AMOUNTS

The contents of concurrent budget resolutions are set forth in section 301(a) of
the Congressional Budget Act of 1974. The years in this document are fiscal
years unless otherwise indicated.

House Resolution

The House budget resolution includes all of the items required as part of a
concurrent budget resolution under section 301(a) of the Congressional Budget
Act other than the spending and revenue levels for Social Security (which is used
to enforce a point of order applicable only in the Senate).

Senate Amendment

The Senate amendment includes all of the items required under section 301(a) of
the Congressional Budget Act. As permitted under section 301(b) of the
Congressional Budget Act, Section 101(6) of the Senate amendment includes

advisory levels on debt held by the public.

Conference Agreement

The Conference Agreement includes all of the items required by section 301(a)
of the Congressional Budget Act.

AGGREGATE AND FUNCTION LEVELS
The following tables are included in this section:

Conference Report on the Fiscal Year 2004 Budget Resolution: Total Spending and
Revenues

Conference Report on the Fiscal Year 2004 Budget Resolution: Discretionary Spending
-Conference Report on the Fiscal Year 2004 Budget Resolution: Mandatory Spending



House-Passed Fiscal Year 2004 Budget Resolution: Total Spending and Revenues
House-Passed Fiscal Year 2004 Budget Resolution: Discretionary Spending
House Passed Fiscal Year 2004 Budget Resolution: Mandatory Spending

Senate-Passed Fiscal Year 2004 Ainendment: Aggregate and Function Levels
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FUNCTIONS AND REVENUES

Pursuant to section 301(a)(3) of the Budget Act; the budget resolution must set
appropriate levels for each major functional category based on the 302(a)
allocations and the budgetary totals.

The respective levels of the House resolution, the Senate amendment, and the
Conference Agreement for each major budget function and revenue totals are
discussed in the following section. The Conference Agreement provides.
aggregate discretionary spending in 2004 of $784.460 billion in budget authority
(BA) and $860.752 billion in outlays.

These two aggregate numbers are allocated to the Appropriations Committees to
be suballocated to their 13 individual appropriation subcommittees.

REVENUE

The component of the budget resolution classified as revenue reflects all of the
Federal Government’s various tax receipts that are classified as “on-budget.”
This includes individual income taxes; corporate income taxes; excise taxes, such
as the gasoline tax; various other taxes, such as estate and gift taxes; and social
insurance taxes, except for Social Security. Customs duties, tariffs, and other
miscellaneous receipts also are included in the revenue function.

Social insurance taxes collected for the Social Security system — the Old Age and
Survivors and Disability Insurance [OASDI] payroll tax — are off budget. The
remaining social insurance taxes (the Hospital Insurance [HI] payroll tax portion
of Medicare, the Federal Unemployment Tax Act [FUTA] payroll tax, railroad
retirement, and other retirement systems) are all on budget. Pursuant to the
Congressional Budget Act of 1974 and the Budget Enforcement Act of 1990,
Social Security payroll taxes, which constitute slightly more than a quarter of all
Federal receipts, are not reflected in the budget resolution.

House Resolution

The House resolution calls for on-budget revenue of $1.32 trillion in fiscal year
2003; $1.35 trillion in 2004; $8.23 trillion from 2004 through 2008; and $19.48
trillion from 2004 through 2013. When off-budget Social Security taxes are
added, total revenue is estimated to be $1.86 trillion in fiscal year 2003, $1.91
trillion in 2004, $11.33 trillion over the next 5 years, and $26.55 trillion over the
next 10 years.

The resolution directs the Committee on Ways and Means to report legislation to
the House floor by 11 April 2003, making adjustments in current law to effect a
reduction in revenue of $35.4 billion in 2003; $112.8 billion in 2004; $387.7
billion from 2004 through 2008; and $698.3 billion in 2003-2013. This
“reconciles” an economic growth and job creation plan similar to the President’s



under the expedited reconciliation rules of the Budget Act. (Also reconciled to
the Ways and Means Committee is $27.5 billion in new mandatory spending

authority to cover the refundable component of an accelerated increase in the
child tax credit.)

The resolution also assumes the permanent extension of the expiring tax cuts in
the Economic Growth and Tax Relief Reconciliation Act of 2001 that otherwise
will expire in 2010. This will reduce revenue over 11 years by $601.9 billion
below the baseline. This adjustment is not reconciled.

Finally, the budget accommodates, but does not reconcile, $49.9 billion in
additional tax relief over the next 11 years. Policies would be determined by the
Committee on Ways and Means, but could include incentives for charitable
giving, affordable single-family housing, and energy production, conservation,
and reliability; simplifying the tax laws; and other House policies. Tariff and
other revenue effects of various trade initiatives are also possible.

Senate Amendment

The Senate amendment assumes an overall reduction in revenues of $802.2
billion over the 11-year period, 2003-13. The Senate amendment instructs the
Finance Committee to report legislation by 8 April 2003 to reduce revenues by
$322.5 billion over 2003-2013 and to increase direct spending related to tax
policy changes by $27.5 billion over 2003-13 (reflected in Function 600). The
Senate amendment assumes, but does not reconcile, an additional $479.6 billion
in tax relief over 11 years with a related, but unreconciled, increase in direct

spending (related to tax policy changes) of $22.3 billion over 11 years (reflected
in Function 600).

The Committee-reported resolution reconciled the Finance Committee for a
reduction in revenues and an increase in outlays consistent with President Bush’s
jobs and growth tax relief plan. The President’s plan provides tax relief of $698
billion over the 2003-13 period. It includes three main components: tax relief for
working families (by speeding up individual income tax marginal rate reductions
already in law, accelerating marriage penalty relief already in law, increasing the
child credit immediately to $1,000, and increasing the alternative minimum tax
exemption amount); elimination of the double taxation of dividends; and a
permanent increase in small business expensing. Since the child credit is partially
refundable, the Committee-reported resolution assumed outlay increases
sufficient to accommodate the President’s growth plan — $27.5 billion in new
spending over the next 11 years.

During consideration of the Committee-reported resolution, the Senate adopted
several amendments that had the combined effect of reducing the revenue

reconciliation instruction to the Finance Committee to $322.5 billion over 11
years.

The Committee-reported resolution assumed, but did not reconcile, the



permanent extension of the provisions of the Economic Growth and Tax Relief
Reconciliation Act of 2001 [EGTRRA], which are currently scheduled to expire
after 2010. The 11-year tax relief assumption for the EGTRRA extensions is
$601.9 billion, with $592.6 billion of the revenue loss (98 percent) occurring in
years 2011-13. The permanent extension of the EGTRRA provisions also results
in an increase in direct spending of $22.3 billion over 11 years. The Committee-
reported resolution also assumed, but did not reconcile, about $13 billion in tax
relief over 11 years from several measures expected to be considered in the
upcoming year.

During the Senate’s consideration of the Committee-reported resolution, the
Senate adopted eight amendments affecting the amount of tax relief assumed
outside of reconciliation. The Senate adopted one amendment providing for $45
billion in additional tax relief consistent with making the repeal of the estate tax
permanent beginning in 2009. The Senate also adopted seven amendments that
reduced the level of tax relief assumed outside of reconciliation by $181 billion.
The Committee-reported resolution assumed $614.7 billion of tax relief outside
of reconciliation; the Senate amendment assumes $478.7 billion of tax relief
outside of reconciliation.

Conference Agreement

The Conference Agreement calls for a jobs and growth plan with goals similar to
the President’s proposal: supporting broad, sustained economic growth and job
creation.

With these goals, the Conference Agreement assumes $626 billion over the 2003-
13 period for tax relief and associated outlays for a jobs and growth plan. The
Agreement directs the Senate Finance Committee to report legislation by 8§ May
2003 to reduce revenue by $522.524 billion over 2003-2013, and to increase
direct spending related to tax policy changes by $27.476 billion over 2003-2013
(reflected in function 600). The Agreement also directs the House Ways and
Means Committee to report legislation by 30 May 2003 to reduce revenue by
$535.0 billion over 2003-13, and to increase direct spending related to tax policy
changes by $15.0 billion over 2003-2013.

The Conference Agreement assumes, but does not reconcile, an additional $690.9
billion in tax relief over 11 years, and associated increases in direct spending.

The assumed additional tax relief could accommodate the permanent extension of
the provisions of the Economic Growth and Tax Relief Reconciliation Act of
2001 [EGTRRA], the tax provisions of energy policy legislation, the revenue
impacts of trade legislation, and several miscellaneous tax provisions proposed
by the President or Congress.



NATIONAL DEFENSE: FUNCTION 050

Function Summary

The National Defense function includes funds to develop, maintain, and equip
the military forces of the United States. More than 95 percent of the funding in
this function goes to Department of Defense [DOD] military activities. The
function also includes pay and benefits for military and civilian personnel;
research, development, testing, and evaluation; procurement of weapon systems;
military construction and family housing; and operations and maintenance of the
defense establishment. The remaining funding in the function is for atomic

energy defense activities of the Department of Energy, and other defense-related
activities.

House Resolution

The House resolution calls for $400.6 billion in BA and $400.9 billion in outlays
in fiscal year 2004, an increase of 2.0 percent in BA compared with fiscal year
2003. The function totals are $2,202.1 billion in BA and $2,142.7 billion in

outlays over 5 years; and $4,814.0 billion in BA and $4,704.4 billion in outlays
over 10 years.

The BA and outlay funding levels for National Defense will support critical
military and homeland security initiatives, and are consistent with the President’s
recommendations. The resolution assumes $70 million in additional mandatory
BA to permit proceeds from facilities that were acquired, constructed, or
improved with commissary surcharges or nonappropriated funds, and that were
closed under Base Realignment and Closure authority, to be reapplied to
nonappropriated fund activities without an appropriation.

Senate Amendment

For discretionary programs, the Senate amendment assumes the President’s
request for National Defense in 2004 totalling $400.1 billion in BA and $400.6
billion in outlays for 2004. This is an increase of $7.9 billion in BA (2.0 percent)
and $14.2 billion in outlays (3.7 percent) from the 2003 level.

For 2003, the Committee-reported resolution assumed the full-year
appropriations already enacted. An amendment to the resolution adopted by the
Senate assumed an increase of $3.0 billion in BA and outlays in 2003 to provide
pay and benefits for active duty, National Guard and Reserve forces, and to
modemize National Guard and Reserve equipment and weapons.

For defense activities in the Department of Defense only, the Senate amendment
assumes $380.8 billion in discretionary BA in 2004, an increase of $6.2 billion
(1.6 percent) above the 2003 level of $374.6 billion.



Within DOD, the Senate amendment assumes $231.9 billion in discretionary BA
for readiness accounts (military personnel and operations and maintenance) in
2004. This represents an increase of $2.4 billion in BA (1.0 percent) above the
2003 level of $229.5 billion. These appropriations would support an active duty
end strength of 1,388,100 and a Selected Reserves strength of 863,000. It would

also support pay raises ranging from 2.0 percent to 6.3 percent, targeted by rank
and years of service.

The Senate amendment also assumes $136.2 billion for investment accounts
(procurement and research, development, testing, and evaluation) in 2004. This
represents an increase of $4.8 billion in BA (3.9 percent) above the 2003
appropriated level of $131.4 billion. Major purchases include a Virginia Class

submarine, 3 DDG-51 destroyers, 42 F/A-18E/F fighter aircraft, and 22 F-22
fighter aircraft.

For military construction and family housing, the Senate amendment assumes
$9.1 billion in discretionary budget authority for 2004 representing a 13.8-
percent decrease from the 2003 level of $10.5 billion.

During floor consideration, the Senate adopted an amendment that would allow
the Appropriations Committee to provide up to $100 billion for the costs
associated with disarming Iraq.

For defense activities in the Department of Energy, the Senate amendment
assumes $16.9 billion in discretionary BA in 2004, representing an increase of
$1.1 billion (6.9 percent) above the 2003 enacted level of $15.8 billion.

The Senate amendment assumes $8.8 billion in discretionary BA for the National
Nuclear Security Administration in 2004, representing an increase of $796
million (10.0 percent) above the 2003 enacted level of $8.0 billion.

The Senate amendment assumes $7.7 billion in discretionary BA for the
Department of Energy’s environmental and other defense activities in 2004,

representing an increase of $185 million (2.5 percent) above the 2003 enacted
level of $7.6 billion.

The Senate-reported resolution assumed no mandatory increases or decreases in
this function. Of note, the Senate-reported amendment assumed full funding for
the so-called the Purple Heart Plus program, which was included in last year’s
Defense Authorization Act. The provision allows all disabled military retirees
whose disabilities are a direct result of combat, and those most severely disabled
(60 percent or greater) military retirees whose disabilities are a direct result of
combat-related injury, to receive their full military retirement pay as well as a
special compensation equal to the amount of veterans’ disability compensation
without offset. The Senate amendment reflects an amendment to the Committee-
reported resolution adopted by the Senate to cover the incremental mandatory
cost of phased-in concurrent receipt of retirement pay and disability for all
veterans with service-related disabilities rated at 60 percent or higher ($182



million in BA and outlays in 2004, and $12.8 billion in BA and outlays over the
2004-13 period). .

Conference Agreement

The Conference Agreement assumes enactment of the fiscal year 2003
supplemental appropriations bill for addressing the conflict in Iraq. The provision
allows an adjustment for the finally enacted level.

The Agreement calls for function totals of $400.5 billion in BA and $400.9
billion in outlays for fiscal year 2004; $2,202.1 billion in BA and $2,142.7

billion in outlays over 5 years; and $4,758.2 billion in BA and $4,658.3 billion in
outlays over 10 years.

The discretionary levels in this function are consistent with the President’s
request. The levels will support military forces capable of prevailing decisively in
the near term, and accommodate the military’s longer-term transformation goals.



INTERNATIONAL AFFAIRS: FUNCTION 150

Function Summary

As part of the Global War on Terrorism, the Department of State and
international assistance programs play a vital role in maintaining and expanding
support of the international coalition against terrorism. Funds distributed through
the International Affairs function provide for international development and
humanitarian assistance; international security assistance; the conduct of foreign
affairs; foreign information and exchange activities; and international financial
programs. The major departments and agencies in this function include the
Department of State, the Department of the Treasury, and the United States
Agency for International Development [USAID].

House Resolution

The budget resolution calls for $24.8 billion in BA and $23.7 billion in outlays in
fiscal year 2004, an increase of 9.8 percent in BA compared with fiscal year
2003. The function totals are $149.9 billion in BA and $128.9 billion in outlays

over 5 years, and $326.6 billion in BA and $283.5 billion in outlays over 10
years.

The House resolution calls for $2 billion as the first installment toward the
President’s Emergency Plan for AIDS Relief, a 5-year, $15-billion initiative to
turn the tide in the global effort to combat the HIV/AIDS pandemic. This
initiative — funded through USAID, the Department of Health and Human
Services, and the Centers for Disease Control — virtually triples U.S. funding to
fight the international AIDS pandemic. The resolution also recommends funds
sufficient for the President’s proposal to create a new Government corporation —
the Millennium Challenge Corporation — to administer a $1.3 billion fund
designed to promote just governance and sound free-market economic policies in
International Development Association-eligible countries (with yearly per-capita
incomes below $1,435).

Senate Amendment

For discretionary programs, the Senate amendment assumes the President’s
request for 2004 totaling $28.7 billion in BA and $26.8 billion in outlays. This
represents an increase of $3.2 billion in BA (12.8 percent) and $0.8 billion in
outlays (3.0 percent) from the 2003 level.

The Senate amendment assumes $12.5 billion in discretionary BA for
International Development and Humanitarian Assistance, an increase of $2.1
billion (20.1 percent) above the 2003 appropriated level of $10.4 billion. Within



International Development and Humanitarian Assistance, the Senate amendment
-assumes a new development assistance organization, called the Millennium
" Challenge Corporation, with an initial funding level of $1.3 billion for 2004 and
$14.3 billion over 2004-13. The Senate amendment also assumes a new Global
AIDS Initiative ($450 million in 2004 and $22.3 billion over 10 years), and a
new fund for dealing with famine ($200 million in 2004, and $2.2 billion over 10
years).

The Senate amendment assumes $7.6 billion in discretionary BA for
International Security Assistance, an increase of $0.9 billion (13.2 percent) above
the 2003 appropriated level of $6.7 billion. Within International Security
Assistance, the Senate amendment assumes the creation of a new fund to deal
with Complex Foreign Crises, with initial funding of $100 million for 2004.

The Senate amendment assumes $7.5 billion in discretionary BA for the Conduct
of Foreign Affairs, an increase of $636 million (9.2 percent) above the 2003
appropriated level of $6.9 billion. The Senate amendment also assumes $983
million in discretionary BA for Foreign Information and Exchange Activities, an
increase of $152 million (18.3 percent) above the 2003 appropriated level of
$831 million.

The Senate amendment assumes no mandatory increases or decreases in this
function.

Conference Agreement

The Conference Agreement calls for $25.7 billion in BA and $24.2 billion in
outlays in fiscal year 2004; $155.9 billion in BA and $133.7 billion in outlays
over 5 years; and $341.6 billion in BA and $296.4 billion in outlays over 10
years. The Conference Agreement fully accommodates the President’s request
for this function. This includes funding for the President’s Millennium Challenge
Corporation initiative and the Global AIDS Initiative.



GENERAL SCIENCE, SPACE, AND TECHNOLOGY: FUNCTION 250

Function Summary

Function 250 consists of General Science, Space and Technology programs. The
largest component of this function — about two-thirds of total spending — is for
the space flight, research, and supporting activities of the National Aeronautics
and Space Administration [NASA]. The function also reflects general science
funding, including the budgets for the National Science Foundation [NSF], and
the fundamental science programs of the Department of Energy [DOE].

House Resolution

The House resolution calls for $22.8 billion in BA and $22.3 billion in outlays in
fiscal year 2004, a decrease of 1.6 percent in BA compared with fiscal year 2003.
The function totals are $121.8 billion in BA and $118.7 billion in outlays over 5
years; and $260.8 billion in BA and $254.1 billion in outlays over 10 years.

Senate Amendment

For discretionary programs the Senate amendment assumes a discretionary total
of $23.6 billion in BA and $22.6 billion in outlays for 2004. This represents an
increase of $0.5 billion (2.3 percent) in BA and $1.2 billion (5.5 percent) in
outlays from the 2003 level. The Senate amendment includes the following
specific assumptions.

For NASA, the Senate amendment assumes funding the President’s request of
$14.5 billion for Function 250 activities (this excludes NASA aeronautics
funding that falls in Function 400). Included is $6.7 billion for Science,
Aeronautics, and Exploration and $7.8 billion for Space Flight Capabilities. The
President’s request of $4.0 billion (on a full-cost basis) is assumed for the Space
Shuttle.

The Senate amendment assumes funding the President’s request of $5.4 billion in
discretionary funding for National Science Foundation activities, a 3.2-percent
increase over the 2003 level.

For Department of Energy science programs, the Senate amendment assumes a
$100-million increase over the President’s request, bringing total funding for
DOE science programs to $3.4 billion in 2004, a 4.6-percent increase over the
2003 level.

The Senate amendment includes $273 million for the Department of Homeland
Security in 2004. These funds support the advance of homeland security through
scientific research.



The Senate amendment assumes no mandatory increases or decreases in this
function.

Conference Agreement

The Conference Agreement for Function 250 calls for $23.9 billion in BA and
$22.8 billion in outlays in fiscal year 2004. The functional totals are $126.5
billion in BA and $122.3 billion in outlays over 5 years, and $270.5 billion in BA
and $262.2 billion in outlays over 10 years. The Agreement accommodates an
increase of $324 million above the administration’s request for NSF research and
related activities. The Agreement also supports a $100-million increase over the
administration’s request for DOE science programs.



ENERGY: FUNCTION 270

Function Summary

The Energy function reflects civilian energy and environmental activities and
programs of the Federal Government. Through this function, spending is
provided for energy supply programs, such as solar and renewable, fossil and
nuclear research at the Department of Energy [DOE]; rural electricity and
telecommunications loans, administered through the Rural Utilities Service of the
Department of Agriculture; electric power generation and transmission programs
of the Power Marketing Administrations (the Southeastern Power
Administration, the Southwestern Power Administration, the Western Area
Power Administration, and the Bonneville Power Administration); and power
generation and transmission programs of the Tennessee Valley Authority. This
function also provides funds for energy conservation programs; emergency
energy preparedness (mainly the Strategic Petroleum Reserve); and energy
information, policy, and regulation programs, including spending by the Office
of the Secretary of Energy and the operations of the Federal Energy Regulatory

Commission, the Nuclear Regulatory Commission and the U.S. Enrichment
Corporation.

Function 270 does not include DOE’s national security activities — the National
Nuclear Security Administration — which are in Function 050 (Defense), or its

basic research and science activities, which are in Function 250 (General Science,
Space, and Technology).

House Resolution

The House resolution calls for $2.6 billion in BA and $0.9 billion in outlays in
fiscal year 2004, an increase of 25 percent in BA compared with fiscal year 2003.
The function totals are $13.3 billion in BA and $5.6 billion in outlays over 5
years, and $29.3 billion in BA and $15.6 billion in outlays over 10 years.

Pursuant to the Homeland Security Act of 2002, the functions of the National
Simulation and Analysis Center and the energy security and assurance programs
of the Department of Energy are transferred to the new Department’s Directorate
of Information Analysis and Infrastructure Protection.

The resolution accommodates resources outside the Department of Homeland
‘Security necessary for certain aspects of homeland security. A sum of $619
million is assumed in fiscal year 2004 for the Nuclear Regulatory Commission to
continue to review and strengthen NRC’s physical facilities and information
technology infrastructure to enhance nuclear plant security. Of this amount, $572
million is provided by fees and receipts.



Senate Amendment

The Senate amendment assumes spending in this function would total $2.6
billion in BA and $0.9 billion in outlays for 2004. This represents an increase of
$0.6 billion in BA (7 percent), and $0.4 billion in outlays from the 2003 level.
The Senate amendment includes the following specific assumptions.

For discretionary programs, the Senate amendment assumes a total of $3.7 billion
in BA and $3.6 billion in outlays for 2004. This represents an increase of $0.4
billion (13 percent) in BA above the 2003 level.

The Senate amendment assumes $881 million for non-defense environmental
management activities. This is an increase of $213 million, or 32 percent, above
the 2003 enacted level. (An additional $6.3 billion for environmental
management activities is included in Function 050.)

The Senate amendment assumes $802 million for Energy Supply activities. This
is $106 million (15 percent) above the 2003 enacted level. This increase includes
funding for the President’s Freedom Fuel Initiative, which would help reverse
America’s growing dependence on foreign oil, by providing funds for research
for a commercially viable hydrogen-powered fuel cell technology.

The Senate amendment assumes no mandatory increases or decreases in this
function.

Conference Agreement

The Conference Agreement for Function 270 calls for $2.6 billion in BA and
$0.9 billion in outlays in fiscal year 2004. The functional totals are $13.8 billion
in BA and $5.6 billion in outlays over 5 years, and $30.3 billion in BA and $15.7
billion in outlays over 10 years. The Conference Agreement fully supports the
President’s budget request for this function.



NATURAL RESOURCES AND ENVIRONMENT: FUNCTION 300

Function Summary

Programs within Function 300 consist of water resources, conservation, land
management, pollution control and abatement, and recreational resources. Major
departments and agencies in this function are the Department of Interior,
including the National Park Service [NPS], the Bureau of Land Management
[BLM], the Bureau of Reclamation, and the Fish and Wildlife Service [FWS];
conservation-oriented and land management agencies within the Department of
Agriculture [USDA] including the Forest Service; the National Oceanic and
Atmospheric Administration [NOAA] in the Department of Commerce; the Army
Corps of Engineers; and the Environmental Protection Agency [EPA].

House Resolution

The House resolution calls for $29.2 billion in BA and $29.9 billion in outlays in
fiscal year 2004. The function totals are $154.1 billion in BA and $154.4 billion

in outlays over 5 years, and $331.0 billion in BA and $327.9 billion in outlays
over 10 years.

The resolution assumes legislation allowing the Bureau of Land Management to
use updated management plans to identify publicly owned areas suitable for sale;
the permanent extension of the Recreation Fee Program, which allows parks,
refuges, forests, and other publicly-owned units to spend fees within the units
from which they are collected; legislation to prevent the United Mine Workers of
America Combined Benefit Fund from financial crisis by transferring to it any
additional interest from the Abandoned Mine Land Reclamation Fund; the Water
Resources Development Act of 2002, which authorizes the Corps of Engineers to
conduct water resource studies and undertake specified projects and programs for
flood control, inland navigation, shoreline protection, and environmental
restoration; and the Central Utah Project [CUP] Completion Act, which clarifies
and streamlines completion of project goals. The CUP provides water for
agricultural, industrial, and municipal uses.

Senate Amendment

The Senate amendment assumes spending in this function of $35.3 billion in BA
and $31.4 billion in outlays for 2004. This represents an increase of $4.4 billion
in BA (14 percent), and $2.4 billion in outlays from the 2003 level. The Senate
amendment includes the following specific assumptions.

For discretionary programs, the Senate amendment assumes a total of $32.8



billion in BA and $29.5 billion in outlays for 2004. This represents an increase of
$3.6 billion (12 percent) in BA above the 2003 level.

The Senate amendment assumes $3.1 billion for the National Fire Plan, which is
$880 million above the President’s request. This reflects an amendment to the
resolution adopted by the Senate that added $500 million to the National Fire
Plan. The Senate believes it is critical to fund the National Fire Plan at a realistic
level that will allow the Forest Service and Department of Interior to pay for
wildfire suppression, while maintaining its ongoing operations.

The Senate amendment assumes $900 million for the Land and Water
Conservation Fund [LWCF], the same as the President’s budget.

The Senate amendment assumes $11.3 billion for the Environmental Protection
Agency. This is $3 billion (36 percent) above the 2003 enacted level. The Senate
did not accept the President’s cut to the State and Tribal Assistance Grants,
instead funding them at $6.8 billion, which is $3 billion more than the 2003
enacted level. (This increase to the State and Tribal Assistance Grants is due to
an amendment adopted by the Senate, which added $3 billion in 2004 to the
Clean Water and Safe Drinking Water State Revolving Fund.) Within the EPA,
there is $1.4 billion for Superfund, which is $125 million or 9.9 percent more
than the 2003 enacted level. The Senate amendment also includes $2.2 billion for

environmental programs and management. This is $122 million, or 5.8 percent,
more than the 2003 enacted level.

The Senate amendment assumes $4.5 billion for the Corps of Engineers, the same
as the 2003 level, and $546 million more than the President’s request. It does not
include the President’s proposal to fund operations and maintenance and
construction from the Inland Waterways Trust Fund or from the Harbor
Maintenance Trust Fund.

The Senate amendment assumes the President’s proposal to make the Recreation
Fee Demonstration Program permanent. This program allows the Forest Service
and Department of Interior to collect entrance fees and use a portion of those fees
without further appropriation for maintenance and other projects. Over 10 years,
this program would have a net cost of $803 million.

The Senate amendment reflects the administration’s proposal for the Federal
Land Transaction Facilitation Act. This proposal would allow the Bureau of Land
Management to use updated management plans to identify property suitable for
disposal as well as allow a certain portion of receipts to be used by the BLM for
restoration projects. It would cap receipt retention at $100 million per year. The
proposal costs $86 million over 10 years.

The Senate amendment assumes $3.4 billion over 10 years for the Conservation
Security Program in the Department of Agriculture.



Conference Agreement

The Conference Agreement calls for $31.6 billion in BA and $30.8 billion in
outlays in fiscal year 2004. The function totals are $164.5 billion in BA and

$161.9 billion in outlays over 5 years, and $348.3 billion in BA and $342.4
billion in outlays over 10 years.

For discretionary programs, the Conference Agreement provides for a total of
$29.3 billion in BA and $29.0 billion in outlays in fiscal year 2004.

The Conference Agreement recognizes the importance of the National Fire Plan
and calls for $2.6 billion for the plan, $380 million above the President’s request.
The Congress believes it is critical to fund the National Fire Plan at a level that
will allow the Forest Service and the Department of the Interior to pay for
wildfire suppression, while maintaining their normal operations. In particular,
Congress places a priority on wildfire suppression; rehabilitation and restoration
of areas burned during recent fire seasons; and the reduction of hazardous fuels,
which will help prevent wildfires in the future.

The Conference Agreement accommodates $8.3 billion for the Environmental
Protection Agency, $250 million greater than the 2003 enacted level. The
Congress restored funding for the State and Tribal Assistance Grants to $3.8
billion, the same as the 2003 enacted level. Within the EPA, there is $1.4 billion
for Superfund, which is $125 million ( 9.9 percent) more than the 2003 enacted
level; and $2.2 billion for environmental programs and management, which is
$122 million (5.8 percent) more than the 2003 enacted level.

The Conference Agreement also accommodates the Senate’s $4.5 billion for the
Corps of Engineers.

For mandatory programs, the Agreement assumes the President’s proposal
allowing the Forest Service and Department of Interior to collect entrance fees
and use a portion of those fees for maintenance and other projects without further
appropriation. It also assumes an amendment allowing the Bureau of Land
Management [BLM] to use updated management plans to identify property
suitable for disposal, as well as permit a certain portion of receipts to be used by
the BLM for restoration projects. The Agreement also assumes $3.4 billion over
10 years for the Conservation Security Program in the Department of
Agriculture; legislation passed in the House last year to authorize the Army
Corps of Engineers to conduct water resource studies and undertake specific
projects and programs for flood control, inland navigation, shoreline protection,
and environmental restoration; and enactment of the Central Utah Project
Completion Act, which passed in the House last year.



AGRICULTURE: FUNCTION 350

Function Summary

The Agriculture function includes funds for direct assistance and loans to food

and fiber producers, export assistance, market information, inspection services,

and agricultural research. Farm policy is driven by the Farm Security and Rural

Investment Act of 2002, which provides producers with continued planting
flexibility while protecting them against unique uncertainties such as poor

- weather conditions and unfavorable market conditions.

House Resolution

The House resolution calls for $24.0 billion in BA and $23.4 billion in outlays in
fiscal year 2004. The function totals are $125.1 billion in BA and $121.5 billion
in outlays over 5 years, and $240.8 billion in BA and $237.1 billion in outlays
over 10 years. :

Included in these funding levels is the continuation of the 2002 farm bill.

Senate Amendment

The Senate amendment assumes spending in this function would total $24.5
billion in BA and $23.5 billion in outlays for 2004. This represents an increase of
$39 million in BA over the 2003 level.

For discretionary programs, the Senate amendment assumes a total of $5.2 billion
in BA and $5.6 billion in outlays for 2004. This represents a decrease of $0.5
billion or 8.5 percent in BA from the 2003 level.

The Senate amendment assumes the President’s request that several mandatory
agriculture programs will provide discretionary savings of $321 million in 2004
and $1.1 billion over 10 years.

The Senate amendment also assumes a decrease of $1.4 billion over 10 years in
the mandatory programs administered by the Department of Agriculture.

Conference Agreement

The conference agreement calls for $24.6 billion in BA and $23.7 billion in
outlays in fiscal year 2004. The function totals are $130.2 billion in BA and
$124.5 billion in outlays over 5 years, and $255.7 billion in BA and $245.8
billion in outlays over 10 years. Included in these funding levels is the



continuation of the 2002 Farm Bill. The Conference Agreement fully supports
the President’s overall request for this function.



COMMERCE AND HOUSING CREDIT: FUNCTION 370

Function Summary

Function 370 includes four components: mortgage credit (usually negative BA
because receipts tend to exceed the losses from defaulted mortgages); the Postal
Service (mostly off budget); deposit insurance (negligible spending due to
deposit insurance premiums); and other advancement of commerce (the majority
of the discretionary and mandatory spending in this function).

The mortgage credit component of this function includes housing assistance
through the Federal Housing Administration [FHA], the Government National
Mortgage Association [Ginnie Mae], and rural housing programs of the
Department of Agriculture. The function also includes net Postal Service
spending and spending for deposit insurance for banks, thrifts, and credit unions.
Finally, most, but not all, of the Commerce Department is provided for in this
function including the International Trade Administration, Bureau of Economic
Analysis, Patent and Trademark Office, National Institute of Standards and
Technology, National Telecommunications and Information Administration, and
the Bureau of the Census; as well as independent agencies such as the Securities
and Exchange Commission [SEC], the Commodity Futures Trading Commission,
the Federal Trade Commission, the Federal Communications Commission [FCC],
and the majority of the Small Business Administration [SBA].

More than two-thirds of the spending in Function 370 is out of the FCC’s
Universal Service Fund. Spending from this fund exactly offsets the receipts
(classified as taxes on the revenue side of the budget) that certain
telecommunications operators charge their customers to promote service to low-
income users and high-cost areas, as well as new services.

House Resolution

The House resolution calls for $7.4 billion in BA and $3.6 billion in outlays in
fiscal year 2004, a decline of 16 percent in BA compared with fiscal year 2003.
The function totals are $42.0 billion in BA and $16.5 billion in outlays over 5
years, and $86.8 billion in BA and $26.6 in outlays over 10 years.

For the Department of Homeland Security, $21 million is provided for
Departmentwide technology investments, as is $9 million for the Critical

Infrastructure Assurance Office under Information Analysis and Infrastructure
Protection.

The resolution assumes other funding for homeland security purposes of the



Commerce Department, including: $83.9 million for the Bureau of Industry and
Security to inhibit the global spread of dual-use technologies that could be used
in biological, chemical, and nuclear weapons of mass destruction (formerly the
Bureau of Export Administration); $10.3 million for the National Institute of
Standards and Technology; and $3.7 million for the International Trade
Administration.

Senate Amendment

For discretionary programs, the Senate amendment assumes discretionary
spending in this function would total -$0.5 billion in BA and $0.1 billion in
outlays for 2004. This represents a decrease of $0.6 billion in BA, but an increase
of $38 million in outlays from the 2003 level. The Senate amendment includes
the following specific assumptions.

The Senate amendment for 2004 reflects all the President’s requested increases
over 2003 (shown as percentage increase) for export control and enforcement (47
percent), the activities of the Census Bureau (20 percent), economic and
statistical analysis (18 percent), and homeland security investments in the
Department of Commerce (43 percent). The Senate amendment also assumes the
President’s request of $842 million (an 18-percent increase) for the Securities
and Exchange Commission to implement the corporate responsibility activities
under the Sarbanes-Oxley bill.

The President’s budget proposes to eliminate the Advanced Technology
Program, which would save $0.7 billion over the next 10 years and is reflected in
the Senate amendment. The President’s proposal to discontinue the
Manufacturing Extension Program, however, is not assumed by the Senate
amendment.

For mandatory programs, the Senate amendment assumes the President’s
proposal to merge the deposit insurance funds for banks and thrifts — the Bank
Insurance Fund and the Savings Association Insurance Fund. According to CBO
estimates, this proposal would be nearly budget neutral over the next 10 years.

The Senate amendment also assumes legislation (S.380, as cleared for the
President on 8 Apri 2003) that would reduce the Postal Service payment to the
Civil Service Retirement [CSRS] trust fund for 2003-05, but then would reinstate
and redirect the payment to an escrow fund until Congress can enact subsequent
law regarding how the Postal Service should address its retiree health habilities
and other concerns. This proposal would increase the unified deficit by $7.3
billion over the 2003-13 period. The budgetary effect on the Postal Service is
reflected in this function, and the effect on the receipts of the CSRS fund are
shown in Function 950 (a small interest effect appears in Function 900).



Conference Agreement

The Conference Agreement calls for on-budget amounts as follows: $7.5 billion
in BA and $3.6 billion in outlays in fiscal year 2004; $41.9 billion in BA and
$15.6 billion in outlays over 5 years; and $84.3 billion in BA and $21.5 billion in
outlays over 10 years. For mandatory programs, the agreement assumes a merger
of the Bank Insurance Fund and the Savings Association Insurance Fund;
legislation to pay interest on bank deposits with the Federal Reserve; and
regulatory relief for certain financial services companies. For discretionary
programs, the Agreement is consistent with the Senate amendment.



TRANSPORTATION: FUNCTION 400
Function Summary

This function funds all major Federal transportation modes and programs
including the Transportation Security Administration; the Federal Highway
Administration; the Federal Transit Administration; the National Rail Passenger
Corporation [Amtrak]; highway, motor carrier and rail safety programs; the
Federal Aviation Administration; the aeronautical activities of the National
Aeronautics and Space Administration [NASA]; the Coast Guard; the Maritime
Administration; and other transportation support activities.

House Resolution

The House resolution calls for $65.4 billion in BA and $69.2 billion in outlays in
fiscal year 2004, an increase of 2.1 percent in BA compared with fiscal year

2003. Function totals are $334.2 billion in BA and $338.2 billion in outlays over
S years, and $698.9 billion in BA and $700.8 billion in outlays over 10 years.

The resolution assumes an increase in Federal-aid Highway contract authority
and obligation limitation from $32.1 billion in 2004 to $39.0 billion in 2013; a
freeze of Transit Category contract authority and obligation limitation at $5.7
billion; transfer of the receipts from the 2.5-cent gasohol deficit reduction tax
from the General Fund to the Highway Trust Fund; and establishment of a
contingency procedure to increase spending above the level in the budget
resolution on highways, highway safety, and transit should additional resources
be made available to the Highway Trust Fund.

Senate Amendment

For Function 400, the Senate amendment includes $75.8 billion in BA and $71.6
billion in outlays for 2004. This represents an increase of $11.7 billion in BA, or
18 percent.

The Senate amendment includes major increases in the Federal-aid Highways
program, reflecting an amendment adopted by the Senate that set contract
authority at levels that cannot be sustained with trust fund receipts under current
law. Far 2004, the Senate amendment assumes an obligation limitation of $35.6
billion, an 11-percent increase from the Committee-reported resolution of $32.1
billion and contract authority of $39.3 billion, a 29-percent increase from the
Committee-reported resolution of $30.5 billion.

~ For 2004-09, the Senate amendment includes $233.3 billion in obligation



limitation, a 20-percent increase from the Committee-reported resolution of
$194.4 billion and the amendment includes contract authority of $255.7 billion, a
24-percent increase in the Committee-reported resolution of $206.5 billion.

For Essential Air Service, the Senate amendment assumes $103 million for 2004,
which is $53 million above the President’s request.

For Port Security, the Senate amendment included $850 million in 2004, and
'$850 million in 2005 due to an amendment adopted on the floor.

For the Coast Guard, the Senate amendment assumes the President’s request of
$6.1 billion, the same as the 2003 enacted level. This request would recapitalize
much of the Coast Guard’s budget which was diverted for more urgent needs,
following September 11, 2001.

The Senate amendment assumes full funding for the President’s request for
NASA programs within this function at $993 million, a 20-percent increase from
the enacted 2003 level.

The Senate amendment includes $1.8 billion for Amtrak, a 100-percent increase
over the committee-passed resolution of $900 million due to an amendment
adopted on the Senate floor that added $912 million.

Conference Agreement

The Conference Agreement calls for $69.5 billion in BA and $69.9 billion in
outlays in fiscal year 2004; $364.7 billion in BA and $354.9 billion in outlays
over 5 years; and $759.9 billion in BA and $745.8 billion in outlays over 10
years. ‘

The Conference Agreement provides contract authority for Federal-aid highways
of $35.482 billion in 2004, and $231.078 billion for 2004-09, representing a
compromise midway between the House- and Senate-passed level.

The Conference Agreement also provides transit budget authority of $5.841
billion in 2004 and $49.1 billion for 2004-09, which is also a compromise
midway between the House- and Senate-passed.

The Conference Agreement establishes a contingency procedure to increase

spending above the level in the budget resolution on highways, highway safety,

and transit should new offsetting resources be made available to the Highway
Trust Fund. The conferees intend that the increase provided for in this

~ Conference Agreement above the baseline will be constrained by the resources

available to the Highway Trust Fund.



COMMUNITY AND REGIONAL DEVELOPMENT: FUNCTION 450

Function Summary

Function 450 includes programs that provide Federal funding for economic and
community development in both urban and rural areas, including: Community
Development Block Grants [CDBGs]; the non-power activities of the Tennessee
Valley Authority; the non-roads activities of the Appalachian Regional
Commission; the Economic Development Administration [EDA]; and partial
funding for the Bureau of Indian Affairs [BIA]. Funding for disaster relief and
insurance — including the Federal Emergency Management Agency [FEMA],
now part of the new Department of Homeland Security [DHS] — also appear here.
House Resolution

The House resolution calls for $14.1 billion in BA and $15.9 billion in outlays in
fiscal year 2004, an increase of 15.4 percent in BA compared with fiscal year
2003. The function totals are $73.5 billion in BA and $76.5 billion in outlays
over 5 years, and $155.8 billion in BA and $154.1 billion in outlays over 10
years.

Resources allow for significant expansions of the First Responder Grant
Program, with $3.5 billion in funding for grants for “first responders” such as
local firefighters, and search-and-rescue or police forces. This is a $1.7-billion
increase over the 2003 enacted level.

Senate Amendment

The Senate amendment assumes funding for this function will total $14.3 billion
in BA and $16.7 billion in outlays. This represents a decrease of 9 percent in BA,
or $1.4 billion, from 2003. The Senate amendment assumes funding of $151.9
billion in BA and $153.5 billion in outlays over 2004-13.

For discretionary programs, the Senate amendment assumes $13.8 billion in BA
and $16.8 billion in outlays for 2004. This represents a decrease of $1.4 billion in
BA from the 2003 level. The Senate amendment includes the following specific
assumptions.

As part of the newly formed Department of Homeland Security, all the activities
of what was once known as the Federal Emergency Management Agency will be
managed by the Emergency Preparedness and Response Directorate within DHS.
For the Office of Domestic Preparedness, the Committee-reported resolution
assumed the President’s request for $3.5 billion in 2004 to ensure that first
responders are properly trained and equipped. Then the Senate adopted an



amendment to the resolution to add an additional $3.5 billion in 2003 for first
responders. The Senate amendment also assumes $3.2 billion for Disaster Relief
activities. This level is consistent with the average cost of (non-terrorist) disaster
events over the past 5 years. This includes $2.0 billion in new money, as well as
money left over from prior years. This $2.0 billion in new money represents an
increase of $1.2 billion over the 2003 level.

The Senate amendment also incorporates the President’s proposal for a new $300
million pre-disaster mitigation program. The Senate amendment also continues to
support the protection of the public against flood damage by supporting the
Flood Map Modernization Fund and including $200 million to update the
inaccurate maps.

For Community Development Block Grants, the Senate amendment matches the
President’s request by assuming $4.7 billion in 2004. This is $200 million below
the enacted 2003 level. The President proposes to review this program and

develop proposals to better incorporate poorer communities with poverty rates
above the national average.

For the Bureau of Indian Affairs, the Senate amendment assumes $1.1 billion
which is an increase of $21 million from 2003. The resolution also supports
Indian school construction and provides $346 million to improve academic

performance at BIA schools and to eliminate the school maintenance and repair
backlog.

Among mandatory activities in this function, the Senate amendment reflects an
amendment adopted by the Senate adding $260 million in BA in 2004 (and in
each year thereafter through 2013) for a new Homestead Venture Capital Fund.

Conference Agreement

The Conference Agreement calls for spending of $14.1 billion in BA and $15.8
billion in outlays in 2004, and $71.8 billion in BA and $75.4 billion in outlays
over the period 2004-08. Over the period 2004-13, the agreement calls for
spending of $149.3 billion in BA and $149.2 billion in outlays. The conference
agreement accommodates the expansion of grants for first responders, and other
activities in the new Department of Homeland Security.

The conferees strongly support the continued funding of the Round Il Urban and
Rural Empowerment Zone and Enterprise Community [EZ/EC] initiatives at least
at the level pledged by the Round II designation of 1999. The conferees
recognize that the current EZ/EC initiative is yielding measurable results;
improving the economy and quality of life in distressed areas; enabling self-
sufficiency of disadvantaged residents; and leveraging private and nonprofit
resources. In competing for the designations, these communities were selected



for their thoughtful use of Federal funds over a full 10-year cycle, not on how
quickly they could withdraw funds from the Treasury. The Round 11 EZ/EC
designees have received only a small portion of the Federal grant funds they were
promised to implement their strategic plans for revitalization. This Conference
Agreement assumes the program will receive sufficient resources to continue
progress on this important work.



EDUCATION, TRAINING, EMPLOYMENT,
AND SOCIAL SERVICES: FUNCTION 500

- Function Summary

- Education spending consumes two-thirds of the Function 500 total, including
elementary and secondary education services, higher education aid, and research
and general education aids — the last category incorporating funding for arts,
humanities, museums, libraries, and public broadcasting. Job training and other
Labor Department activities are in this function, as are social services — including
the Social Services Block Grant, vocational rehabilitation, and national service.

House Resolution

The House resolution calls for $84.7 billion in BA and $85.7 billion in outlays in
fiscal year 2004. The function totals are $435.2 billion in BA and $428.7 billion
in outlays over 5 years, and $914.5 billion in BA and 898.5 billion in outlays
over 10 years.

The resolution levels support priority funding for a number of discretionary
spending programs. It assumes an increase of $50 million, to $1.238 billion, for
the Impact Aid program. It accommodates an increase of at least $666 million, to
$12.35 billion, for Title I funding of low-income school districts. The resolution
also provides for at least $12.7 billion toward the Pell Grant program for low-
income undergraduate students, a $1.34-billion increase from 2003. In the area of
special education, the resolution assumes an increase of at least $660 million for
Individuals with Disabilities Education Act [IDEA] Part B Grants to States.

In mandatory spending, the resolution includes reconciliation instructions to the
Committee on Education and the Workforce to create re-employment accounts as
a temporary new benefit. As recommended in the President’s economic growth
proposal, $3.6 billion in mandatory BA is provided in 2003 for the establishment
of these accounts.

Senate Amendment

For discretionary programs, the Senate amendment assumes $86.3 billion in BA
and $75.8 billion in outlays for 2004. This represents an increase of $13.4 billion
(18.5 percent) in BA over the 2003 level. The Senate amendment includes the
following specific assumptions.

For Title I Grants to Local Education Agencies, the Committee-reported
resolution assumed a $1 billion increase, bringing funding to $12.7 billion for



academic year 2004-05. This represents an 8.6-percent increase over the previous
academic year. An amendment adopted by the Senate added an additional $2
billion for No Child Left Behind programs. Another amendment adopted by the
Senate added $2 billion for block grants to States for No Child Left Behind,
special education, and vocational education programs.

For the Individuals with Disabilities Education Act [IDEA], the Committee-
reported resolution assumed a $1-billion increase for Part B Grants to States, and
a $205-million cap adjustment in 2004. In addition to maintaining the previous
year’s funding level, a $1-billion increase was assumed in each year thereafter
through 2009, bringing IDEA funding to $6.2 billion above the baseline level in
2009. During its consideration of the resolution, the Senate adopted an

amendment that increased IDEA levels by $970 million in 2004 and $2.3 billion
in 2005.

The Committee-reported resolution assumed holding Impact Aid at the 2003
level. The Senate adopted an amendment to increase Impact Aid by $112 million,
bringing its funding level to $1.3 billion in 2004.

For Pell Grants, the Committee-reported resolution assumed a $1.4 billion
increase. The Senate adopted an amendment to increase Pell funding by an
additional $1.8 billion, which would support a $4,500 maximum award. This
brings total funding for Pell Grants to $14.5 billion in 2004.

The Senate amendment fully funds the President’s request of $6.8 billion for
Head Start, which would remain in HHS.

The Senate amendment reflects the President’s proposals for reauthorization of
the Workforce Investment Act [WIA] as well as an amendment adopted by the
Senate to increase WIA funding by $678 million, bringing total funding to $5.6
billion.

The Senate amendment includes the administration’s request for the Labor
Department’s Office of Labor-Management Standards, which reflects an
additional $6 million to improve the transparency of union finances. The Senate
amendment also reflects an additional $6-million increase to make whole the
chronic under-funding of the Office in prior years.

The Senate amendment also assumes enactment of the CARE Act, as reported by
the Senate Finance Committee, and therefore reflects an additional $275 million
for the Social Services Block Grant for 2003 and an additional $1.1 billion for
2004.

The Senate amendment assumes adoption of the President’s student loan
forgiveness proposal at a cost of $45 million in 2004.



Among mandatory programs in this function, the Senate amendment reflects an
amendment adopted by the Senate to create a New Homestead Venture Capital
Fund, costing $1.2 billion over 10 years.

Conference Agreement

The resolution calls for $90.0 billion in BA and $84.2 billion in outlays in fiscal
year 2004. The function totals are $468.4 billion in BA and $449.9 billion in

outlays over 5 years, and $986.3 billion in BA and $955.6 billion in outlays over
10 years.

These levels accommodate a $3-billion increase from the previous year for the
Department of Education, which would provide for a $1.3-billion increase for the
Pell Grant program; a $50-million increase for the Impact Aid Program; and a
$1-billion increase for Title I of the No Child Left Behind Act. Cumulatively, the
Conference Agreement accommodates funding for No Child Left Behind
programs of $1.5 billion above the President’s proposed level. For the Part B
Grants to States program of the Individuals with Disabilities Education Act, a
$2.2-billion increase is provided for 2004, followed by an additional $2.5 billion.
increase in 2005. This increase of $4.7 billion over 2 years would raise the
program’s level of funding from $8.9 billion to $13.6 billion.

In mandatory spending, the resolution assumes the President’s proposal to
increase from $5,000 to $17,500 the maximum level of student loan forgiveness
available to math, science, and special education teachers serving in low-income
communities.



HEALTH: FUNCTION 550

Function Summary

Medicaid represents about 71 percent of the spending in this function. The
function also includes the State Children’s Health Insurance Program [SCHIP];
health research and training, including NIH and substance abuse prevention and
treatment; and consumer and occupational health and safety, including the
Occupational Safety and Health Administration.

The Department of Health and Human Services [HHS] plays a lead role in
addressing bio-terrorism. Four key HHS components participate in homeland
bio-terrorism security: the Centers for Disease Control and Prevention [CDC],
“the Food and Drug Administration [FDA], the Health Resources and Services
Administration [HRSA], and the National Institutes of Health [NIH]. In fiscal
year 2004, total spending for HHS’s bioterrorism efforts would be $3.6 billion.

House Resolution

The House resolution calls for $235.1 billion in BA and $235.5 billion in outlays
in fiscal year 2004, an increase of 5.9 percent in BA compared with fiscal year
2003. The function totals are $1,337.2 billion in BA and $1,334.8 billion in
outlays over 5 years, and $3,196.9 billion in BA and $3,188.0 billion in outlays
over 10 years.

For the Department of Homeland Security [DHS], the resolution reserves $5.6
billion over 10 years for BioShield, a program to accelerate research,
development, and purchase of bioterrorism threat countermeasures. Also within
Function 550, the resolution assumes $400 million to maintain and strengthen the
Strategic National Stockpile.

The resolution provides for Medicaid reform to give States greater flexibility and
to provide health insurance coverage for new populations. The budget establishes
a reserve fund of $3.25 billion in fiscal year 2004 and $8.9 billion over 5 years
for Medicaid reform. The proposal is budget-neutral over 10 years.

Other Medicaid policies include assumptions that expiring fiscal year 2000 State
Children’s Health Insurance Program funds will be extended for 1 year, that
Transitional Medicaid Assistance and the QI-1 programs are extended for 5
years, and that the Vaccines for Children program will be modified to allow
health departments to give vaccines.

The resolution also assumes enactment of abstinence education legislation and



assumes States will have the option to expand Medicaid coverage for children
with special needs, allowing families of disabled children the opportunity to
purchase coverage under the Medicaid program for such children.

The budget assumes that by fiscal year 2004, NIH funding will have more than
doubled over the 1998 level, to $27.9 billion.

Senate Amendment

For discretionary programs, the Senate amendment assumes $52.7 billion in BA
and $50.8 billion in outlays for 2004. This represents an increase of $3.2 billion
in BA over the 2003 level.

The omnibus appropriations bill of 2003 completed the planned 5-year doubling
of the National Institutes of Health [NIH] budget from $13.7 billion in 1998 to
$27.1 billion in 2003. Nonetheless, the Senate amendment includes an additional

10-percent increase for 2004, bringing total NIH funding to $29.7 billion in BA
in 2004. .

For mandatory programs, the Senate amendment includes several reserve funds.
The Senate amendment assumes a reserve fund for the Finance Committee to
reform Medicaid and the State Children’s Health Insurance Program by
providing flexibility to the States for innovation and expansion of coverage. The
fund is based on the administration’s proposal for a new Medicaid and SCHIP
program option, under which States may take their Medicaid and SCHIP funding
in a single Federal payment.

The Senate amendment includes another reserve fund for the Finance Committee
to report legislation to extend the availability of SCHIP funds that will expire and
restore availability of funds from 1998 and 1999 that have expired. According to
CBO estimates, approximately $1.26 billion in SCHIP funds reverted to the
Treasury on 1 October 2002, and $1.35 billion will return to the Treasury at the
end of 2003. Beyond these amounts, the reserve fund would allow such
legislation to provide an additional $1.825 billion in BA and $975 million in
outlays over 10 years to the States to ease some of the financial strain they face
as well as to cover more children under their SCHIP programs.

The Senate amendment includes an $88 billion reserve fund for the Finance
Committee to report legislation that would assist the 41 million uninsured
Americans in gaining access to quality, affordable health insurance.

The Senate amendment includes a reserve fund for the HELP Committee for the
creation of Project Bioshield, a comprehensive effort to develop effective
countermeasures against biological and other dangerous agents. Over the next 10
years, almost $6 billion will be available to purchase new countermeasures for



