CONGRESSIONAL BUDGET OFFICE Douglas Holtz-Eakin, Director
U.S. Congress

Washington, DC 20515

December 20, 2005

Honorable Thad Cochran
Chairman

Committee on Appropriations
United States Senate
Washington, DC 20510

Dear Mr. Chairman,

The Congressional Budget Office has prepared the attached tables
summarizing the estimated costs of the conference agreement on H.R. 2863,
the Department of Defense Appropriations Act, 2006. CBO estimates that
enacting H.R. 2863 would cost $312.6 billion in 2006 and $459.9 billion over
the 2006-2015 period. (Including spending from prior-year appropriations,
outlays would total $474.7 billion in 2006.)

Table 1 summarizes the estimated budget effects of the major components of
each division of H.R. 2863. Table 2 presents the estimated effects in two
categories: spending that would be designated as an emergency requirement,
and nonemergency spending.

Defense Appropriations for 2006

Division A would provide $453.3 billion in new budget authority in 2006 for
defense activities. From that authority, CBO estimates new outlays of
$307.2 billion in 2006. (Combining that spending with outlays from prior
appropriations yields total defense discretionary spending of $469.3 billion for
2006.)

Emergency Supplemental and Rescissions

Division B would provide $32.6 billion in new budget authority and rescind
existing budget authority of $33.5 billion. CBO estimates that this division
would result in net additional outlays of $1.8 billion over the 2006-2015 period
because we expect that, under current law, some of the rescinded funds would
not be spent over the next 10 years.
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Arctic National Wildlife Refuge

Division C would direct the Secretary of the Interior to implement an oil and
gas leasing program for the coastal plain of the Arctic National Wildlife
Refuge (ANWR). The federal government would receive proceeds first from
auctioning leases for oil and gas development rights, then from annual rental
payments, and—once production began—from royalties. Consistent with the
baseline projections underlying the current budget resolution, CBO estimates
that gross receipts from the proposed leasing program would total about
$5.2 billion over the 2008-2015 period ($5 billion from bonus bids, and less
than $200 million from rents and royalties over this period).

Distribution of Revenues and Disaster Assistance

CBO estimates that enacting Division D would cost $2.5 billion in 2006 and
$11.8 billion over the 2006-2015 period. It would appropriate:

* An estimated $4.6 billion of projected receipts from ANWR
leases—for payments to the state of Alaska, for restoration and
recovery assistance for states along the Gulf of Mexico that were
affected by recent hurricanes, and for the Low-Income Home Energy
Assistance Program (LIHEAP);

* An estimated $3.0 billion of projected receipts from a Federal
Communications Commission (FCC) auction of certain licenses to use
the electromagnetic spectrum—for assistance to the Gulf states and for
various conservation and homeland security activities;*

» Another $3.1 billion—$2.0 billion for LIHEAP and $1.1 billion for the
Department of Homeland Security’s customs and border protection
activities.

1. The affected FCC auction would be authorized by S. 1932, the Deficit Reduction Act of
2005. For this estimate, CBO assumes that S. 1932 will be enacted prior to H.R. 2863.
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The act would also authorize the Secretary of the Treasury to borrow funds to
assist Gulf states, to be repaid from future receipts from ANWR leases. CBO
estimates that additional borrowing and spending, above the receipts collected
through 2015, would amount to $1 billion.

CBO expects that proceeds from the FCC auction—which involves licenses
being returned by television broadcasters as part of the transition to digital
television—would be collected in 2009 and would total about $12.5 billion.
Taking into account the probability that proceeds could be higher or lower than
that amount, CBO estimates that H.R. 2863 would provide funding totaling an
estimated $3 billion in 2009—$2 billion for restoration and recovery assistance
for states affected by recent hurricanes, and $1 billion for programs related to
conservation and homeland security. The major components of Division D are
described below.

Payments to Alaska. Under the legislation, half of the gross proceeds from
ANWR leases would be paid to Alaska in the year they are received. We
estimate those payments would total $2.6 billion over the 2008-2015 period.

Gulf Coast Recovery and Disaster Prevention and Assistance Fund (Gulf
Fund). Specified portions of the remaining federal share of ANWR receipts
would be deposited in the Gulf Fund (80 percent of bonus bids and rents,
20 percent of royalty revenues). That fund also would receive an estimated
$2 billion in FCC auction receipts, as described above. H.R. 2863 would
appropriate amounts in the fund for payments to certain state and local
governments affected by Hurricanes Katrina, Rita, or Wilma.

CBO estimates that deposits to the Gulf Fund would not begin until 2008. In
the near term, before deposits begin, the legislation would authorize the
Secretary of the Treasury to borrow amounts necessary to make payments to
those state and local governments. Subsequent receipts to the fund would be
used to repay such borrowing. The act does not specify a limit on the amount
that the Secretary could borrow, but for this estimate, CBO assumes that the
Secretary would not borrow more than the amount of ANWR and FCC auction
receipts he anticipates would be deposited to the fund. We further assume that
the Secretary’s estimates of those amounts would be similar to CBO’s
estimates.
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CBO estimates that deposits of ANWR receipts into the Gulf Fund would total
about $2 billion over the 2008-2015 period, with additional deposits of receipts
from royalties totaling more than $1 billion after that time. In addition, CBO
expects that deposits to the fund from the FCC auction would total about
$2 billion in 2009.

Based on expected deposits to the Gulf Fund, CBO estimates that the Secretary
of the Treasury would obligate about $5 billion over the next few years to
make payments to eligible states. Based on information from the Army Corps
of Engineers, the Federal Emergency Management Agency, and affected
states, we estimate that outlays would total about $1 billion in fiscal year 2006
and $5 billion over the 2006-2015 period. Those payments would support
projects related to coastal restoration, hurricane and flood protection, and other
recovery efforts.

Low-Income Home Energy Assistance Program. The act would appropriate
$2 billion for LIHEAP for 2006, as well as 5 percent of the federal
government’s share of the ANWR receipts. CBO estimates that the latter
amount would total $125 over the 2008-2010 period and $4 million in 2015.
Resulting outlays for LIHEAP over the 2006-2015 period are estimated to be
$2.1 billion.

Funding for Programs Related to Conservation and Homeland Security.
If the proceeds from the FCC auction authorized by S. 1932 exceed
$12 billion, the legislation would appropriate those excess amounts for
agricultural and wildlife conservation and various activities of the Department
of Homeland Security. Taking into account the probability that actual receipts
from the affected auction might be higher or lower than our estimate, CBO
estimates that H.R. 2863 would appropriate about $1 billion for those
programs in 2009, the year when we anticipate the auction would occur. In
addition, the act would appropriate $1.1 billion in 2006 for the Department of
Homeland Security, mostly for facilities and equipment for customs and border
protection. CBO estimates that outlays from both appropriations would total
$2.1 billion over the 2009-2015 period.
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Public Readiness and Emergency Preparedness

Finally, Division E would prohibit suits under federal and state law against
manufacturers and health care workers for injuries caused by certain medical
products used to counter pandemic influenza, other epidemics, and diseases
caused by bioterrorism. It also would authorize the Secretary of Health and
Human Services to provide compensation for those injured by those products,
but would not provide any funding for those activities. CBO estimates that
Division E would not directly affect federal spending.

If you wish further details on this estimate, we will be pleased to provide them.
The CBO staff contacts are Janet Airis and Megan Carroll.

Sincerely,

D‘*’f"%'a”&\

Douglas Holtz-Eakin
Director

Attachment

cc:  Honorable Robert C. Byrd
Ranking Member

Honorable Ted Stevens
Chairman
Subcommittee on Defense

Honorable Daniel Inouye
Ranking Member

Honorable Jerry Lewis
Chairman
House Committee on Appropriations

Honorable David R. Obey
Ranking Member
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Honorable C.W. Bill Young
Chairman
Subcommittee on Defense

Honorable John P. Murtha
Ranking Member



TABLE 1. ESTIMATED BUDGETARY IMPACT OF H.R. 2863

By Fiscal Year, in Millions of Dollars

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Division A, 2006 Defense Appropriation
Budget Authority 453,280 0 0 0 0 0 0 0 0 0
Estimated Outlays? 307,177 102,620 27,851 7,922 3,256 1,575 629 381 0 0
Division B, Emergency Supplemental
Supplementals
Budget Authority 32,561 354 0 0 0 0 0 0 0 0
Estimated Outlays 8,621 9,230 8,475 3,684 1,464 861 302 72 0 0
Rescissions
Budget Authority -33,5641 0 0 0 0 0 0 0 0 0
Estimated Outlays -5,768 -15,942 -8,108 -972 -141 -1 0 0 0 0
Total, Division B
Budget Authority -980 354 0 0 0 0 0 0 0 0
Estimated Outlays 2,853 -6,712 367 2,712 1,323 860 302 72 0 0
Division C, Arctic National Wildlife Refuge
Receipts
Estimated Budget Authority 0 0 -4,000 -2 -1,000 -2 -2 -2 -2 -150
Estimated Outlays 0 0 -4,000 -2 -1,000 -2 -2 -2 -2 -150
Division D, Distribution of Revenues and Disaster Assistance
Payments to Alaska
Estimated Budget Authority 0 0 2,000 1 500 1 1 1 1 75
Estimated Outlays 0 0 2,000 1 500 1 1 1 1 75
Gulf Fund
Estimated Budget Authority 1,300 1,300 800 800 800 0 0 0 0 0
Estimated Outlays 950 1,100 800 800 800 400 150 0 0 0
Low-Income Home Energy Assistance Program
Budget Authority 2,000 0 100 0 25 0 0 0 0 4
Estimated Outlays 1,125 640 310 23 21 6 0 0 0 3
Conservation and Homeland Security
Estimated Budget Authority 1,140 0 0 1,000 0 0 0 0 0 0
Estimated Outlays 446 487 195 207 319 268 117 48 53 0
Total, Division D
Estimated Budget Authority 4400 1,300 2,900 1,801 1,325 1 1 1 1 79
Estimated Outlays 2,521 2,227 3,305 1,031 1,640 675 268 49 54 78
Total
Estimated Budget Authority 456,740 1,654 -1,100 1,799 325 -1 -1 -1 -1 -71
Estimated Outlays? 312,551 98,135 27,523 11,663 5219 3,108 1,197 500 52 -72

a. Thistable excludes outlays from prior-year appropriations. Estimated prior-year outlays for the Defense appropriations subcommittee
for 2006 are $162,147 million. Total outlays for Division A in 2006, including prior-year outlays, are estimated to be
$469,324 million. Total outlays for the entire act in 2006, including prior-year outlays for the Defense subcommittee, are an estimated

$474,698 million.




TABLE 2. ESTIMATED BUDGETARY IMPACT OF H.R. 2863—CATEGORIZED AS NONEMERGENCY AND EMERGENCY

SPENDING

By Fiscal Year, in Millions of Dollars

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Division A, 2006 Defense
Appropriation
Nonemergency
Budget Authority 403,280 0 0 0 0 0 0 0 0 0
Estimated Outlays 278,524 87,133 23,271 7,236 3,035 1,547 629 381 0 0
Emergency
Budget Authority 50,000 0 0 0 0 0 0 0 0 0
Estimated Outlays 28,653 15,487 4,580 686 221 28 0 0 0 0
Total, Division A
Budget Authority 453,280 0 0 0 0 0 0 0 0 0
Estimated Outlays * 307,177 102,620 27,851 7,922 3,256 1,575 629 381 0 0
Division B, Emergency Supplemental
Nonemergency
Budget Authority -10,132 0 0 0 0 0 0 0 0 0
Estimated Outlays -5,066 -2,442 -703 -248 -141 -1 0 0 0 0
Emergency
Budget Authority 9,152 354 0 0 0 0 0 0 0 0
Estimated Outlays 7,919 -4270 1,070 2,960 1,464 861 302 72 0 0
Total, Division B
Budget Authority -980 354 0 0 0 0 0 0 0 0
Estimated Outlays 2,853 -6,712 367 2,712 1,323 860 302 72 0 0
Division C, Arctic National Wildlife
Refuge
Nonemergency
Estimated Budget Authority 0 0 -4,000 -2 -1,000 -2 -2 -2 -2 -150
Estimated Outlays 0 0 -4,000 -2 -1,000 -2 -2 -2 -2 -150
Division D, Distribution of Revenues
and Disaster Assistance
Nonemergency
Estimated Budget Authority 1,300 1,300 2,900 1,801 1,325 1 1 1 1 79
Estimated Outlays 950 1,100 2,875 1,019 1,640 675 268 49 54 78
Emergency
Estimated Budget Authority 3,140 0 0 0 0 0 0 0 0 0
Estimated Outlays 1571 1,127 430 12 0 0 0 0 0 0
Total, Division D
Estimated Budget Authority 4440 1,300 2,900 1,801 1,325 1 1 1 1 1
Estimated Outlays 2,521 2,227 3,305 1,031 1,640 675 268 49 54 78
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TABLE 2. Continued.

By Fiscal Year, in Millions of Dollars
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total, for H.R. 2863

Nonemergency
Estimated Budget Authority 394,448 1,300 -1,100 1,799 325 -1 -1 -1 -1 -71
Estimated Outlays 274,408 85,791 21,443 8,005 3,534 2,219 895 428 52 -72
Emergency
Estimated Budget Authority 62,292 354 0 0 0 0 0 0 0 0
Estimated Outlays 38,143 12,344 6,080 3,658 1,685 889 302 72 0 0
Total
Estimated Budget Authority 456,740 1,654 -1,100 1,799 325 -1 -1 -1 -1 -71
Estimated Outlays * 312,551 98,135 27,523 11,663 5,219 3,108 1,197 500 52 =12

a. Thistable excludes estimated outlays from prior-year appropriations. Estimated prior-year outlays for the Defense appropriations subcommittee
for 2006 are $162,147 million, of which $132,681 million is categorized as nonemergency. Total nonemergency outlays for Division A for 2006,
including prior-year outlays for the Defense subcommittee, are an estimated $411,205 million. Total nonemergency outlays for the entire act in
2006 are an estimated $407,089 million.




