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bounded by the rules of the House and Senate, the Congressional Budget and Impoundment
Control Act of 1974 (as amended), the Budget Enforcement Act of 1990, and current
program authorizations.

Thisreport isaguideto one of the 13 regular appropriationsbillsthat Congress passes each
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lists the key CRS staff relevant to the issues covered and related CRS products.
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Appropriations for FY2003:
U.S. Department of Agriculture and Related Agencies

Summary

The House and Senate A ppropriations Committees have completed action on
thelir respective versions of the FY 2003 appropriations bill for the U.S. Department
of Agriculture and related agencies. Floor action on the measures is expected in
September. TheHouse measure (H.R. 5263, H.Rept. 107-623) containstotal funding
of $74.306 billion, which is $355 million below the $74.661 billion provided inthe
Senate reported bill (S. 2801, S.Rept. 107-223). Both measures are above the
Administration’sFY 2003 request of $74.064 billion, and the FY 2002 enacted level
of $73.622 hillion (including supplementals). Of the total provided in the hills,
$17.601 billion isfor discretionary programsin H.R. 5263 and $17.98 hillionin S.
2801, compared with the Administration request of $17.421 billion.

Among their common elements, both the House- and Senate-reported bills. 1)
reject an Administration proposal to eliminate funding for three ongoing watershed
programs and replaces them with regular funding for the Emergency Watershed
Program; 2) fund special research grants proposed to be terminated by the
Administration, and eliminate funding for a mandatory research program; 3)
expressesconcernover an Administration proposal to reduce mandatory foreignfood
aid spending; 4) increase funding over FY 2002 for food safety and animal and plant
health inspection activities reflecting increased government responsibility to protect
the food supply from terrorist attacks, and 5) increase USDA food and nutrition
program spending by $4 billion over FY 2002, in line with the Administration
request, including $3.2 billion more for the food stamp program.

Managers of the two bills fended off attempts to use the FY 2003 agriculture
appropriations bill as a vehicle for modifying the recently enacted 2002 farm hill
(P.L.107-171), which established federal farm policy for the next 6 years. Although
no major changes were adopted in either appropriations committee, separate floor
amendmentsto H.R. 5263 and S. 2801 are expected to be offered that would modify
farm commodity program payment limits and change the structure and business
methods of the livestock industry. Additionally, members who support the sale of
U.S. agricultural products to Cuba might offer amendments to relax specific
prohibitions included in current law

Separately, on August 2, 2002, the President signed into law a supplemental
FY 2002 funding measure (P.L. 107-206) that will provideadditional funds primarily
for the ongoing war against terrorism. Of the $28.9 billion inthe act, $5.1 billion was
provided contingent upon the President submitting within 30 days of enactment a
formal request for the fundsand declaring abudget emergency for the new spending,
which the President hasindicated hewill not do. Withinthebill total, approximately
$377 million in supplemental funding isfor USDA and related agencies. However,
$165 million of the $377 million isdesignated asacontingent appropriation and will
not be provided without the President’ sconsent. A multi-billion dollar supplemental
crop and livestock disaster assistance package, not included in P.L. 107-206, might
be considered as a floor amendment to the FY 2003 agriculture appropriations bill.
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Appropriations for FY2003:
U.S. Department of Agriculture
and Related Agencies

Most Recent Developments

During the week of July 22, 2002, the Senate Appropriations Committee
completed subcommittee and full committee action on its version of the FY 2003
appropriations bill for the U.S. Department of Agriculture and related agencies (S.
2801, S.Rept. 107-223). S. 2801 containstotal funding of $74.661 billion, compared
with $74.306 billion in the House Appropriations Committee-reported bill (H.R.
5263, H.Rept. 107-623). House and Senatefloor action ontheir respective measures
is expected in September.

Separately, the President signed into law on August 2, 2002, a supplemental
FY 2002 funding measure (P.L. 107-206) that will provide additional fundsprimarily
for the ongoing war against terrorism. Of the $28.9 billionin the act, $5.1 billion will
be provided only if the President submits a request and designates that amount as
emergency spending within 30 days of enactment. The President has stated that he
will not take such action. Included in the $28.9 billion total is $377 million in
supplemental funding for USDA and related agencies, most of which isdesigned to
help protect production agriculture and the food supply from terrorist threats, and to
provide emergency watershed assistance to flooded areas. However, $165 million
of the $377 million is designated as a contingent appropriation and will not be
provided without the President’ s consent.

USDA Spending at a Glance

The U.S. Department of Agriculture (USDA) carries out its widely varied
responsibilities through approximately 30 separate internal agencies and offices
staffed by some 100,000 employees. USDA is responsible for many activities
outside of the agriculture budget function. Hence, spending for USDA is not
synonymous with spending for farmers.

USDA grossoutlaysfor FY 2001 (the most recently compl eted fiscal year) were
$79.95 hillion. The mission area with the largest gross outlays ($40.75 billion or
51% of spending) was for food and nutrition programs — primarily the food stamp
program (the costliest of all USDA programs), various child nutrition programs, and
the Women, Infants and Children (WIC) program. The second largest mission area
intermsof total spendingisfor farm and foreign agricultural services, which totaled
$24.9 hillion, or 31.2% of all USDA spending. Within this area are the programs



CRS-2

funded through the Commaodity Credit Corporation (e.g., the farm commodity price
and income support programs and certain mandatory conservation and trade
programs), crop insurance, farm loans, and foreign food aid programs.

USDA spending in FY 2001 aso included $6.4 billion (8%) spent on an array
of natural resourceand environment programs, approximately three-fourthsof which
was for the activities of the Forest Service, and the balance for a number of
discretionary conservation programs for farm producers. (USDA’ s Forest Serviceis
funded through the Interior appropriations bill, and is the only USDA agency not
funded through theannual agricultureappropriationshill.) USDA programsfor rural
development ($2.65 billion in gross outlays for FY 2001); research and education
($2.4 billion); marketing and regulatory activities ($1.46 billion); meat and poultry
inspection ($803 million); and departmental administrative offices and other
activities ($574 million) account for the balance of USDA spending.

Figure 1
U.S. Department of Agriculture Actual Gross Outlays, FY2001

- Billion $ ---
Admin & Misc

Rural Development
3.3%

$2.651 Farm & Foreign Ag

31.2%
$24.911

Marketing & Regulatory
1.8%
$1.461

Research
3.0%
$2.403

Natural Resources
8.0%
$6.392
Food Safety
1.0%
$0.803

Food & Nutrition
51.0%
$40.751

Source USDA Budget Summary, FY2003.

Mandatory vs. Discretionary Spending

Approximately three-fourths of total spending within the U.S. Department of
Agricultureisclassified asmandatory, which by definition occursoutside the control
of annual appropriations. Currently accounting for the vast mgjority of USDA
mandatory spending are: the farm commaodity price and income support programs
(including ongoing programs authorized by the 1996 farm bill and emergency
programs authorized by various appropriations acts); the food stamp program and
child nutrition programs; thefederal crop insurance program; and variousagricultural
conservation and trade programs.
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Although these programs have mandatory status, many of these accounts
ultimately receive funds in the annual agriculture appropriations act. For example,
the food stamp and child nutrition programs are funded by an annual appropriation
based on proj ected spending needs. Supplemental appropriationsgenerally aremade
if and when these estimatesfall short of required spending. Anannual appropriation
also is made to reimburse the Commaodity Credit Corporation for lossesit incursin
financing the commodity support programs and the various other programs it
finances.

The other 25% of the USDA budget is for discretionary programs, which are
determined by fundinginannual appropriationsacts. Amongthemajor discretionary
programswithin USDA are Forest Service programs; certain conservation programs,
most of its rural development programs and research and education programs,
agricultural credit programs; the supplemental nutrition programfor women, infants,
and children (WIC); the Public Law (P.L.) 480 international food aid program; meat
and poultry inspection, and food marketing and regul atory programs. Fundingfor all
USDA discretionary programs (except for the Forest Service) is provided by the
annual agriculture appropriations act. Funding for Forest Service programs is
included in the annual Interior appropriations act.

A key distinction between mandatory and discretionary spending involves how
these two categories of spending are treated in the budget process. Congress
generally controls spending on mandatory programs by setting rules for digibility,
benefit formulas, and other parametersrather than approving specific dollar amounts
for these programs each year. Eligibility for mandatory programsis usually written
into authorizing law, and any individual or entity that meets the eligibility
requirements is entitled to the benefits authorized by the law. Spending for
discretionary programs is controlled by annual appropriations acts. The thirteen
subcommittees of the House and Senate Appropriations Committees originate bills
each year which decide how much funding to devote to continuing current activities
aswell as any new discretionary programs.

Table 1. USDA and Related Agencies Appropriations, FY1994 to FY2002
(budget authority in billions of dollars)

FY94 | FY95 | FY96 | FY97 | FY98 | FY99 | FYOO | FYO1 FYO02

Discretionary | $14.59 | $13.29 | $13.31 | $13.05 | $13.75 | $13.69 | $13.95 | $15.07 | $16.02

Mandatory | $56.25 | $54.61 | $49.78 [ $40.08 | $35.80 | $42.25 | $61.95 | $58.34 | $56.91

Total Budget

Authority $70.84 | $67.90 | $63.09 | $53.12 | $49.55 | $55.94 | $75.90 | $73.41 | $72.93

Note: Includes regular annual appropriationsfor all of USDA (except the Forest Service), the Food and Drug Administration, and the Commodity
Futures Trading Commission. Excludes all emergency supplemental appropriations.
Sour ce: House Appropriations Committee.
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Recent Congressional Action

FY2003 Budget Resolution

The full House approved its version of an FY2003 budget resolution
(H.Con.Res. 353) on March 20, 2002. The Senate Budget Committee completed
markup of itsversion of theresolution (S. Con. Res. 100) during the week of March
18, 2002. Senate floor action is pending. The budget resolution establishes a
framework for all federal spending and revenue for FY 2003 and does not require
presidential approval. Although the FY 2003 budget resol ution has not been resolved,
the House and Senate A ppropriations Committees have made FY 2003 discretionary
spending alocations to each of their thirteen subcommitteesto fund their respective
annual appropriations bills. These so-called 302b alocations are based on the
amount of total discretionary spending contained within the House and Senate
versions of the FY 2003 budget resolution. The agriculture subcommittee of the
House Appropriations Committee received an allocation of $17.601 billion for the
funding of al USDA and related agency programs under the subcommittee’s
jurisdiction. Becausetotal discretionary spending is higher in the Senate version of
thebudget resol ution, the Senate A ppropriations Committeeallocated $17.980 billion
to its agriculture subcommittee.

FY2002 Supplemental Appropriations

On August 2, 2002, the President signed into law a supplemental appropriation
bill (P.L. 107-206, H.R. 4775) for FY2002. The conference agreement adopted by
both chambers contained total appropriations of $28.9 billion primarily to continue
the war on terrorism and to address homeland security needs. Of the $28.9 billion
in the law, $5.1 billion was provided contingent upon the President submitting a
formal request for the funds and declaring abudget emergency for the new spending.
Current indications are that the President will not request these emergency funds,
although he has until early September to take such action. Fundingin P.L. 107-206
isin addition to $20 billionin FY 2002 supplemental funding already provided in an
earlier supplemental measure (P.L. 107-117), also primarily in response to the
September 11, 2001 terrorist attacks.

Within the $28.9 billion provided in P.L. 107-206 is approximately $377
million in supplemental funding for USDA and related agencies. Most of the $377
million is designed to help protect production agriculture and the food supply from
terrorist threats, and to provide emergency watershed assistance to flooded areas.
However, $165 million of the $377 million is designated as a contingent
appropriation and thusrequiresaformal request and an emergency designation by the
President. If the Administration does not submit a request for these funds with an
emergency designation, asis expected, then total funding provided by P.L. 107-206
to USDA and related agencies will be $212 million.

The only Administration request for new supplemental funding within USDA
was$75 millionfor the Specia Supplementa Nutrition Programfor Women, Infants,
and Children (WIC) program to addressrising casel oad requirements. Theonly non-
contingent appropriations for USDA in the act were the $75 million requested for



CRS5

Table 2. FY2002 Supplemental Appropriations (P.L. 107-206/H.R. 4775):

USDA and Related Agencies Provisions

-million $-
P.L.

Department, Agency, Office or Programs House | Senate | 107-206
Non-Contingent USDA Appropriations:
Food and Nutrition Service
Women, Infants and Children (WIC) Program 75.0 75.0 75.0
Agricultural Research Service
Buildings and Facilities: (Security for Ames, I1A animal disease research) - 50.0 25.0
Natural Resour ces Conservation Service
Watershed and Flood Prevention Operations: Natural disasters. - 73.0 94.0
Rural Utilities Service
Local Television Loan Guarantee Program - 20.0 8.0
Agricultural assistance to producers along the Rio Grande due to failure of
Mexico to deliver water under current treaty - 10.0 10.0
Total: Non-Contingent USDA Appropriations 75.0 | 228.0 212.0
Contingent Appropriations: USDA and FDA
USDA
Office of the Secretary
Upgrades of facilities for homeland security - 18.0 18.0
Agricultural Research Service
Salaries and Expenses: (Animal and plant diseases) - 16.0 8.0
Cooper ative State Resear ch, Education, and Extension Service
Extension Activities: National extension program of first response in rural areas
in the event of a disaster - 16.0 6.0
Animal and Plant Health I nspection Service
Salaries and Expenses: Protection against bio-terrorism threats 10.0 - 33.0
Buildings and Facilities: Security measures - 60.0 -
Food Safety and Inspection Service:
Foreign country equivalence agreements (House) International oversight
activities for imported meat and poultry (Senate). Combination of House and
Senate (Conference Report). 20 15.0 13.0
Natural Resour ces Conservation Service
Watershed and Flood Prevention Operations: Natural disasters. - 27.0 50.0
Rural Community Advancement Program
Protection of Rural Water Supplies from Terrorism - 25.0 20.0
Food and Drug Administration:
Medical devices and radiological health 18.0 - 17.0
Total Contingent Appropriations: USDA and FDA 30.0 177.0 165.0
Grand Total (Contingent and Non-Contingent) befor e Rescissions 105.0 | 405.0 377.0

Rescissions;




CRS-6

Export Enhancement Program limitation (450.0) — | (445.0)
Rural Utilities Service — (20.0) (20.0)
Food Stamps -1 (33.0 (24.0)

WIC,; as well as unrequested funding of: $94 million for Watershed and Flood
Prevention Operations; $25 million for the Ames, lowa animal disease research
facility; $10 millioninagricultural assistanceto producersalongthe Rio Grande; and
$8 million in Rural Utilities Service loan guarantees.

P.L. 107-206 also contains rescissions of USDA spending, including a $450
million reduction in the authorized mandatory spending level for the Export
Enhancement Program (EEP) in FY 2002 (from $478 million to $28 million),
although actual spending for EEP has been close to $0 in recent years.

The 2002 Farm Bill (P.L. 107-171)

The President signed into law on May 13, 2002 the Farm Security and Rural
Investment Act of 2002 (P.L. 107-171, the 2002 farm bill) which establishes federal
farm policy for the next 6 years. The FY 2002 budget resolution (H.Con.Res. 83)
permitted the House and Senate Agriculture Committees to report omnibus farm
legidlation that increased mandatory spending by $73.5 billion over 10 years
(FY 2002-2011) on USDA-administered farm, conservation, trade, food and nutrition
and related programs. The Congressional Budget Office projects that the enacted
2002 farm bill will increase mandatory spending by $44.1 billion over the 6-year life
of the act and $73.5 billion over 10 years, as permitted by the budget resol ution. (For
more information, see the CRS Electronic Briefing Book Page, What is the Cost of
the 2002 Farm Bill?).

A number of provisions that were considered during the farm bill debate but
were not included in the conference agreement might resurface asfloor amendments
to the FY 2003 agriculture appropriationshill. Theseinclude possible consideration
of amulti-billion dollar emergency disaster payment package for 2001 and/or 2002
crop and livestock losses; more stringent payment limitations for farm commodity
price and income support programs; and a prohibition on meat packersfrom owning
livestock. For moreinformation on the omnibus farm bill, see the CRS electronic
resource, Agriculture Policy and the Farm Bill Briefing Book.

FY2003 Agriculture Appropriations Action

Administration’s Request. As the first stepin the FY2003
appropriations process, the Bush Administration released its budget request on
February 4, 2002. Within the budget, the Administration requested FY 2003 budget
authority of $74.064 billion for the U.S. Department of Agriculture and related
agencies (which includes all of USDA except the Forest Service, and aso includes
the Food and Drug Administration and the Commodity Futures Trading
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Commission.) The $74.064 billion requested for FY 2003 is $1.14 billion above the
regular appropriations of $72.928 billion madein FY 2002 (P.L. 107-76). Itis$442
million above the total FY 2002 appropriations of $73.621 billion, which includes
two supplemental appropriationsacts (P.L. 107-117 and P.L. 107-206), which made
nearly $700 million in net supplemental appropriationsto various USDA programs,
FDA, and CFTC in response to the September 11 terrorist attacks.

The requested $17.4 hillion for discretionary accounts is $1.4 hillion above
regular discretionary appropriations of $16.0 billion made in FY 2002, and $870
million abovethetotal appropriation of $16.55 billion that includesthe $535 million
supplemental. Accountingfor $368 million of theregquestedincreaseindiscretionary
spending for USDA and related agencies is the Administration’s assumption of a
legidlative proposal that would require all federal agenciesto assumethefull cost of
accruing employee pensions and retiree health benefits beginning in FY 2003.

Table 3. Congressional Action on FY2003 Appropriations for the U.S.
Department of Agriculture and Related Agencies

Subcommittee Conference Report
Markup Completed Approval
P P House House Senate Senate | Conference bp
House | Senate | Report Passage Report Passage Report House Senate | Public Law

H.R. 5263 S. 2801
(H.Rept. (S.Rept.
107-623) 107-223)

6/26/02 | 7/23/02 | 7/26/02 *x 7/25/02 il il il il il

** = Pending

House Action. The agriculture subcommittee of the House Appropriations
Committeeand thefull House A ppropriations Committee completed their respective
markups of the FY 2003 agriculture bill for USDA and related agencies on June 26
and July 11, 2002, respectively. Thebill (H.R. 5263) and report (H.Rept. 107-623)
were filed by the full committee on July 26, 2002

Total appropriations in H.R. 5263, as reported, are $74.306 billion, of which
$17.601 billion are for discretionary programs, and $56.705 billion for mandatory
USDA programs. The $17.601 billion for discretionary programsisexactly equal to
the 302b all ocation given to the subcommittee by the full committee, (see “FY 2003
Budget Resolution” above), and $180 million above the President’s request for
FY2003. Thediscretionary level inthe House bill is $908 million higher than what
was provided in FY 2002 including supplementals, or $1.4 billion higher than the
regular FY 2002 appropriations excluding emergency supplementals.

1 Although the total Administration request for FY2003 includes the estimated $368
million to fund this proposal, this report (in conformance with the presentation of data by
the House Appropriations Committee) does not alocate these requested funds across
individual agencies.
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Senate Action. The Senate Appropriations Committee completed
subcommittee and full committee markup during the week of July 22, 2002, and
reported its version of the FY 2003 agriculture appropriations bill (S. 2801, S. Rept
107-223) on July 25. S. 2801, asreported, providestotal funding of $74.66 billion,
which is $354 million above the House bill, $598 million above the Administration
request, and $1.2 billion above the FY 2002 enacted level including. Of the total
amount providedin S. 2801, $17.98 hillion isfor discretionary programs, compared
with$17.6 billionintheHousebill, $17.4 billioninthe Administration’ srequest and
$16.55 billion provided in FY 2002.

FY2003 Agriculture Appropriations: Proposed
Spending Levels and Current Issues

The following sections compare the House and Senate Appropriations
Committee bills (H.R. 5263 and S. 2801) to each other and to the Administration’s
FY 2003 request and the FY 2002 enacted |evel for variousmission areasand agencies
within USDA, and for FDA. Also seethetable at the end of the report for atabular
summary of the House and Senate bills, the FY 2003 request, and the FY 2002
appropriations. This report and the table will track congressional action on the
FY 2003 agriculture appropriations bill as the process continues.

Farm Commodity Support

Most spending for USDA’ s mandatory agriculture and conservation programs
is funded through USDA’s Commodity Credit Corporation (CCC). The CCCisa
wholly owned Government corporation. It hasthelegal authority to borrow up to $30
billion at any one time from the U.S. Treasury. These borrowed funds are used to
financethe spending of ongoing programs such asfarm commodity priceandincome
support activities (including annual production flexibility contract, or so-called
AMTA, payments and loan deficiency payments); and various agricultural
conservation and trade programs. The CCC has also been the funding source for a
large portion of emergency supplemental spending over theyears, particularly for ad-
hoc farm disaster payments, and direct market |oss payments to growers of various
commaodities which have been provided in response to low farm commodity prices.
The CCC will aso be the funding source for all mandatory farm commodity,
conservation or trade programs authorized by the recently enacted 2002 farm bill
(P.L. 107-171).

The CCC must eventually repay the funds it borrows from the Treasury. But,
because the CCC never earns more than it spends, its losses must be replenished
periodically through a congressional appropriation so that its $30 billion borrowing
authority (debt limit) is not depleted, which would render the corporation unable to
function. Congress generally provides this infusion through the regular annual
USDA appropriation law. Because of the degree of difficulty in estimating its
funding needs, which is complicated by crop and weather conditions and other
uncontrollable variables, the CCC in recent years has received a“current indefinite
appropriation,” which in effect allows the CCC to receive “such sums as are
necessary” during thefiscal year for previousyears' lossesand current year’ slosses.
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Indefinite appropriations have become more common for the CCC in recent years,
particularly in FY2000 when CCC net outlays in that year totaled $32 billion.
Without an indefinite appropriation, the CCC would have exhausted its $30 billion
borrowing limit.

For FY 2003, the Administration requests an indefinite appropriation for the
CCC estimated at $16.285 billion, compared with an estimated $20.279 billion for
FY2002. Both H.R. 5263 and S. 2801 concur with this request and estimate.

Farm Disaster Assistance. ThePresident’ srequest doesnot anticipate any
emergency supplemental spending for economic or natural disaster assistance for
farmersin either FY 2002 or FY 2003, which if enacted would alter CCC spending.
The Administration contends that the $73.5 billion in new farm bill spending over
10 years provides adequate financial assistanceto farmers, and that if any additional
ad hoc assistance is provided it should be offset with spending reductions in other
USDA accounts.

The House reported bill (H.R. 5263) contains $100 millionin regular FY 2003
discretionary spending for payments to livestock producers with 2002 livestock
lossesin adisaster designated area. The Senate reported bill (S. 2801) contains no
livestock assistance. Neither bill currently contains any disaster assistance for crop
farmers. An amendment to provide assistance to specialty crop growers (primarily
fruits and vegetables) was defeated by a vote of 29-31 in the full House
Appropriations Committee markup.

A Senate amendment to provide emergency disaster assistance to crop and
livestock farmers suffering losses due to drought, floods, and other natural disasters
wasintroduced during debate onthe FY 2002 supplemental bill (S. 2551), but wasnot
offered on the Senate floor. Earlier, a$2.3 billion assistance package was included
in the Senate-passed version of the 2002 farm bill (P.L. 107-171), but was del eted by
conferees. A combined multi-billion dollar disaster assistance amendment for
livestock and crop growersmight be offered to the FY 2003 agricul ture appropriations
bill on the Senate floor.

For information on avail ablefarm disaster assistance, see CRSReport RS21212,
Farm Disaster Assistance.

Payment Limits. The 2002 farm bill established annual limitsfor recipients
of farm commaodity support payments. Supporters of payment limits argue that the
federal government should not directly finance the consolidation of farmsinto larger
and larger operationsthrough commodity support programs. Criticsof payment limits
counter that all farms are in need of support when market prices decline, and larger
farms should not be penalized for the economies of size they have achieved. An
amendment to further limit a recipient’s total farm program payments might be
offered to the FY 2003 agriculture appropriations bill on both the House and Senate
floor. For more on this issue, see the CRS Electronic Briefing Book Page,
Commodity Program Payment Limits Under the 2002 Farm Bill.
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Crop Insurance

The federal crop insurance program is administered by USDA’s Risk
Management Agency (RMA). It offers basically free catastrophic insurance to
producerswho grow aninsurablecrop. Producerswho opt for thiscoverage havethe
opportunity to purchase additional insurance coverage at a subsidized rate. Most
policies are sold and completely serviced through approved private insurance
companies that have their program losses reinsured by USDA. The annual
agricultureappropriationshbill makestwo separate appropriationsfor thefederal crop
insurance program. It provides discretionary funding for the salaries and expenses
of the RMA. It also provides “such sums as are necessary” for the Federal Crop
Insurance Fund, which funds all other expenses of the program, including premium
subsidies, indemnity payments, and reimbursements to the private insurance
companies.

The House reported bill (H.R. 5263) provides $70.7 million for FY 2003 RMA
salariesand expenses, theonly discretionary component of thefedera cropinsurance
program. The Senatereported bill (S. 2801) provides$71.2 million. The Houseand
Senate levels are dightly below the Administration request only because neither hill
concurs with the Administration request to shift GSA rent expenses from a central
account to individual agency accounts. The Administration request is $4 million
below the FY 2002 appropriation of $74.75 million. Most of the reduction in the
FY2003 funding request is attributable to one-time costs in FY2002 for
implementing the Agricultural Risk Protection Act (P.L. 106-224), which provided
increased subsidies and made other enhancements to the crop insurance program.

For mandatory expenses of the crop insurance program (premium subsidy,
program losses and reimbursements to private insurance companies), the
Administration requests “such sums as are necessary” and estimates an FY 2003
appropriation of $2.89 billion, which is virtually equal to the FY 2002 estimate of
$2.90 billion. H.R. 5263 and S. 2801 concur with the FY 2003 request.

Annual spending onthecropinsuranceprogramisdifficult to predictinadvance
and is dependent on weather and crop growing conditions. The crop insurance
program received legidative enhancements in 2000 (P.L. 106-224) which have
contributed to significantly higher farmer participation in the program. The
Administration maintains that the increased participation has resulted in windfall
profits for the private insurance companies. Hence, the budget request contains a
legislative proposal to require private insurance companiesto absorb more of therisk
of the program by limiting their underwriting gainsto 11.5% of retained premiums.
Neither bill concurs with this proposal. Senate report language directs USDA to
follow current procedures in the Standard Reinsurance Agreement between private
companies and USDA before any risk-sharing changes are made.

For more background on crop insurance, see CRS Report RL30739, Federal
Crop Insurance and the Agriculture Risk Protection Act of 2000 (P.L. 106-224).
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Farm Service Agency

Whilethe Commodity Credit Corporation serves as the funding mechanism for
thefarmincomesupport and disaster assi stance programs, the administr ation of these
and other farmer programs is charged to USDA’s Farm Service Agency (FSA). In
addition to the commodity support programs and most of the emergency assistance
provided in recent supplemental spending bills, FSA alsoadministersUSDA’ sdirect
and guaranteed farm | oan programs, certain conservation programsand domestic and
international food assistance and international export credit programs.

FSA Salaries and Expenses. This account funds the administrative
expensesfor program administration and other functionsassigned tothe FSA. These
funds consist of appropriations and transfers from CCC export credit guarantees,
fromP.L. 480 |oans, and from the various direct and guaranteed farm |oan programs.
All administrative funds used by FSA are consolidated into one account. For
FY 2003, the Administration requests an appropriation of $993.6 million for FSA
salaries and expenses, compared with $939 million appropriated in FY2002. Most
of therequested increaseis attributableto increased pay costsand alack of carryover
funds from FY2002. (FY 2002 funding was bolstered by a $29 million carryover
from FY2001. No carryover is expected into FY2003.) The requested level for
FY 2003 does not reflect any new activitiesassoci ated with the recently enacted 2002
farm bill (P.L. 107-171). The farm bill provides $50 million in new mandatory no-
year funding for FSA salaries and expenses to administer new farm bill programs.
Thisamount isexpected tofall short of anticipated needs. Hence, the Administration
is expected soon to request an additional $60 million in FSA funds for FY 2003 for
farm bill implementation.

The House reported bill (H.R. 5263) provides $977 million, $17 million less
than the Administration request of $993.6 million. The Senatereported bill (S. 2801)
provides $997.4 million, which is $4 million more than the Administration request.
Neither bill concurs with the President’ s request to increase the FSA appropriation
by $17 million over FY 2002 to cover FSA rental payments to GSA, which are
currently paid out of a central USDA account.

FSA Farm Loan Programs. Through FSA farm loan programs, USDA
serves as a lender of last resort for family farmers unable to obtain credit from a
commercial lender. USDA providesdirect farm loansand al so guaranteesthetimely
repayment of principal and interest on qualified loans to farmers from commercial
lenders. FSA farm loans are used to finance the purchase of farm real estate, help
producers meet their operating expenses, and financially recover from natural
disasters. Someof theloansare made at asubsidized interest rate. An appropriation
ismadeto FSA each year to cover the federal cost of making direct and guaranteed
loans, referred to as aloan subsidy. Loan subsidy is directly related to any interest
rate subsidy provided by the government, aswell asa projection of anticipated loan
losses caused by farmer non-repayment of the loans.

For FY2003, the House reported bill (H.R. 5263) concurs with the
Administration request for an appropriation of $212.2 million to subsidize the cost
of total direct and guaranteed farm loans of $3.8 billion. The Senate reported bill (S.
2801) provides$243.8 million, $31.6 million above FY 2002 and the FY 2003 request,
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to support $4.065 billion in farm loans, or $263 million morein loansthan the House
bill and the Administration request. Most of the difference between the House and
Senate funding levels is that the Senate hill provides $24 million more in loan
subsidy than the House to support an additional $205 million in guaranteed
subsidized farm operating loans.

FSA farm loan levels have been higher in recent years because an FY 2000
supplemental act (P.L. 106-113) provided significant emergency funding for various
USDA farm loan programs, from which balanceswere carried over into subsegquent
years. Supplemental funding hasbeen providedinrecent yearsfor federal farmloans
in response to low farm commodity prices, which have diminished the ability of
farmers to secure commercia farm loans.

Agricultural Trade and Food Aid

The House reported bill (H.R. 5263) recommends budget authority of $1.491
billion in FY2003 for USDA’s international activities that are subject to annual
appropriations (P.L. 480 food aid, salaries and expenses of the Foreign Agricultural
Service, and administrative expenses for managing export credit guarantee
programs.) This level is $367 million greater than enacted in FY 2002 and $41.5
million greater than requested by the President for FY 2003. The Senatereported bill
(S. 2801) appropriates $1.464 billion, $27 million less than in H.R. 5263, but $15
million above the President’ s request, and $340 million above FY 2002. Almost all
of the additional funding in both bills goes to international food aid programs.

Among its general provisions, H.R. 5263 limits funding for one of USDA’s
export subsidy programs, the Export Enhancement Program (EEP) for which the
President requested $478 million, to not more than $28 million in FY2003. The
Senate Committeebill doesnot limit EEP spending. Savingsfrom the EEP program
in the House bill were allocated to a variety of other USDA programs. Both House
and Senate Committee actions imply a program level of around $6.0 billion for all
of USDA’sinternational activities-food aid, export credit guarantees, export market
development, and export subsidies.?

The Administration’ sbudget estimate of aprogram level of $6.45 billionfor all
USDA international activitiesfor FY 2003 was based on estimated spending of $478
million for EEP. The program levels for USDA'’s international activities were
estimated at $6.4 billion in FY 2002, and were $5.22 billion in FY2001. Increased
budget authority requested for FY 2003 reflects a decision by the Administration to
phase out food aid that i s dependent on surpluses and to pay for much of U.S. foreign

2 Program level is an estimate of the value of all goods and services provided through
USDA’sinternational activities. Program level exceeds budget authority because certain
significant federal credit programs, such as export credit guarantees funded through the
borrowing authority of the Commodity Credit Corporation (CCC), do not require annual
appropriations. Only administrative expenses and |oan subsidies, not the value of the loan
or guarantee, require an appropriation. In addition, CCC funded activities, such as EEP,
MAP, and FMDP, which are included in program level, do not require annual
appropriations.
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food aid with discretionary rather than mandatory spending. Although both bills
recommend increases in budget authority for discretionary food aid programs, the
Committee reports also stress the continuing importance of commodity assistance
and the use of surplus commodities in U.S. food aid programs. The Senate
committeereport (S.Rept. 107-223), for exampl e, expresses strong disagreement with
Administration decisions to phase out food aid based on commodity surpluses.

FAS Salaries and Expenses. The Foreign Agricultural Service (FAS)
administers USDA'’sinternational programs. The administration of P.L. 480 Food
for Peace, however, is shared between USDA and the U.S. Agency for International
Development (USAID). USDA isresponsiblefor Titlel of P.L. 480, which provides
low-interest, long-term loansto devel oping countriesto finance the purchase of U.S.
food products, while USAID is responsible for Title I (commodity donations) and
Titlelll (abilateral food grant program). FAS (and the Farm Service Agency—FSA)
administer the export credit guarantee programs aswell. For salaries and expenses
of FAS, H.R. 5263 provides budget authority of ailmost $130 million and S. 2801
provides$131.9 million, compared with the President’ srequest of $131.6 millionand
the FY 2002 enacted amount of $121.8 million. In addition, both bills recommend
$4.1 million for administrative expenses of FAS and FSA in connection with the
export credit programs.

Foreign Food Aid: Funding and Issues. Within the $1.491 billion of
recommended budget authority requested for discretionary programs, H.R. 5263, as
reported, provides $1.357 hillion for P.L. 480 (Food for Peace) programs, which
have beenthemain channel for U.S. foreign food aid and arethelargest appropriated
international USDA program. The House level is $358 million greater than the
FY 2002 enacted amount and $43 million greater than the President’s FY 2003
request. Compared to the budget request, H.R. 5263 increases Title II commodity
donations by $15 million and Title | loans by $28 million.

Within the $1.464 billion of budget authority provided by S. 2801 for
discretionary programs, $1.328 billion would go to P.L. 480 food aid, $29 million
less than the House level. One difference is that H.R. 5263 provides more BA for
Titlell food aid than requested by the President, while S. 2801 provides the amount
requested by the President. Thebudget request, assubmitted, isestimated by USDA
to support 3.7 million metric tons of P.L. 480 commodity assistance to developing
countriesin FY 2003, about the same volumeasprovided in FY 2002 under P.L. 480.

Despite the recommended increases in budget authority, the program level for
al U.S. food aid under the Administration request would decline to $1.2 billion,
compared with an estimated $1.61 billion in FY 2002 and $1.66 billion in FY 2001.
The reduction in program level is due to the Administration’s decision to curtall
sharply its reliance on another food aid vehicle, Section 416(b) surplus commodity
donations. Section 416 isfunded through the borrowing authority of the Commodity
Credit Corporation, and is therefore not subject to annual appropriations The
Administration expects to use only about $50 million in Section 416 commodities
(mostly surplus nonfat dry milk) in FY 2003, compared with an estimated $360
million in Section 416 commodities in FY 2002 and $634 million in FY 2001.

Proposed reductions in Section 416 (which in past years have not necessarily
been achieved) are rationalized by a recent Administration review of food aid that
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also recommended (and is in the budget) that all programs now run through private
voluntary organizations (PVOs), cooperatives, and the World Food Program be
placed in USAID, with USDA food aid activities confined to government-to-
government programs. Consistent with this approach, the Administration shows no
CCC funding in FY2003 for Food for Progress (FFP) which provides U.S.
commodities to developing countries and emerging democracies. CCC funding of
this program has averaged around $100 million annually in recent years. Any FFP
activity would be limited to government-to-government programs under P.L. 480
Title I. Reauthorization of the FFP program in the 2002 farm bill (P.L. 107-701),
with continued reliance on CCC funding, complicates the efforts of the
Administration to phase out CCC-funded food aid programs.

The Administration’s decisions to phase out Section 416(b) commodity
donations and to limit the proportion of commodities that are monetized (i.e., sold)
to finance proj ects have provoked controversy. Food aid providers, such as private
voluntary organizations (PVOs) and cooperatives, agribusiness suppliers of
commoditiesto thefood aid programs, and Membersof Congresshave criticized the
Administration’ sdecisionson food aid. Thesegroupswelcometheincreasein Title
Il commodity donations, but maintain that the net effect of the Administration’s
decision will beto reduce U.S. foreignfood aid. Reflecting these views, the House
Committee report (H.Rept. 107-623) endorses the use of commodities (and
monetization) in U.S. food aid programs and points out that it “expects’ the
Administration to take its views into consideration in administering food aid
programs. The Senate report (S.Rept. 107- 223) takes a similar position. While
some food aid groups agree that food aid should not be based on the availability of
surpluses (asis the case with Section 416(b), they maintain that substantially more
fundsfor food aid than requested by the President or provided inthe House or Senate
bills are needed.

The use of commaodity surpluses to augment U.S. food aid has been criticized
by the European Union, Australia, and other agricultural exporting countries as an
effortto circumvent U.S. World Trade Organi zation (WTO) export subsidy reduction
commitments. Thesetrading partnersarguethat much of U.S. food aid is being used
to manage supplies rather than to meet emergency needs and that large food aid
shipments impede sales of agricultural products by and between developing
countries. Theissue of food aid and international agricultural trading rulesisbeing
pursued by U.S. trading partnersin the new round of multilateral trade negotiations
launched at the end of 2001.

Mandatory Trade Programs. In addition to Section 416(b) and Food for
Progress, many other USDA international programs are not subject to direct annual
appropriations, and instead are funded through CCC borrowing authority. About
two-thirdsof the proposed FY 2003 program level, $4.058 billion, would befor CCC
export credit programs, which guarantee payment for commercial financing of U.S.
agricultural exports. The export value of credit guarantees historicaly has not
reached the level santicipated in budget requests due to actual market conditions and
credit needs.

U.S. export credit programs have also been raised as an issue in WTO
agricultural trade negotiations. The EU and other trading partners charge that the
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program has asubsidy element (although it ismuch lessthan the subsidy represented
by the EU’s export restitution program) and gives the U.S. an unfair competitive
advantagein exporting certain agricultural commodities. TheU.S. hasbeen engaged
in negotiations on export credit programs in the Organization for Economic
Cooperation and Development (OECD), but these negotiations did not succeed and
have been suspended. Any changesintheU.S. program that might result from trade
negotiations would have to withstand scrutiny by the House and Senate Agriculture
Committees which strongly support the programs as they are presently constituted.

For other CCC-funded programs, the Administration proposes $90 million for
the market access program (MAP) and $28 million for the foreign market
development cooperator program (FMDP), the same as current year funding. Both
programs— which have been expanded significantly by the 2002 farm bill (P.L. 107-
171) — assist trade associations and others to develop overseas markets for U.S.
farm products. For one CCC-funded direct export subsidy program, the Export
Enhancement Program (EEP), H.R. 5263 limitsspendingto $28 million. Incontrast,
the Administration had proposed $478 million for EEP, the maximum permitted by
the 1996 farm law and world trade obligations. For itsproposed reductionsfrom the
authorized level, the House bill scored savings of $450 million. Savings from EEP
reductions were reallocated in the House bill to avariety of other USDA programs
(although only about $1 million annually has been used in recent years). In the past,
the Congressional Budget Office has scored no savings for proposed cuts to EEP
funding, since actual spending in the program has been negligible. However, the
House Budget Committee has chosen to use the Office of Management and Budget
(OMB) scorewhich allowsdollar-for-dollar savingsfor cutsfromtheauthorized EEP
level.

For the other export subsidy program, the Dairy Export Incentive Program
(DEIP), the President’ s budget anticipates that $63 million would be provided also
reflecting maximum permitted levels under trade obligations.

No additional funding isin the FY 2003 budget request for the Global Food for
Education Initiative (GFEI), apilot school and child nutrition program begun by the
Clinton Administration and expected to cost an estimated $230 million. USDA said
adecision on continuation will hinge on the results of an evaluation. However, the
new farmbill (P.L. 107-171) mandates $100 million of CCC funding to continuethis
programin FY 2003 and “ such sumsasnecessary” infiscal years 2004-2007. Finally,
the Administration proposes that all costs of the “cargo preference” law, which
requires that 75% of all food aid be shipped on U.S. flag vessels when feasible,
would be borne by USDA; currently, the U.S. Maritime Administration reimburses
USDA for one-third of those costs.

Agricultural Exports to Cuba. Members who support the sale of U.S.
agricultural productsto Cubamight offer amendments to relax specific prohibitions
included in current law, when the FY 2003 agriculture appropriationsbill reachesthe
House and Senate floor. They seek to repeal the permanent prohibition on the use
of private U.S. financing to facilitate agricultural exportsto Cuba, and to repeal the
statutory ban on any ship that visits Cubafrom calling on an American port for 180
days. Supporters of these changes view these restrictions as complicating and
impeding tradethat isnow otherwisepermitted. Currently, agricultural salesto Cuba
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are permitted only on a cash basis or if financed by third country banks. Under the
statutory exception madeto the U.S. embargo on Cuba, the Cuban government since
November 2001 has made $107 million in cash purchases of U.S. agricultura
commoditiesand food products. Despitethe shipping ban provision, the Department
of Treasury has authority to make exceptions, and has issued licenses for ships to
enter U.S. ports to load agricultural products for transport to Cuba.

Both H.R. 5263 and S. 2801, as reported, do not include any Cuba trade
provisions. Separately, the House on July 23 adopted by voice vote an amendment
to the FY2003 Treasury-Postal Operations appropriations bill (H.R. 5120)
prohibiting the use of fundstoimplement U.S. sanctionson private commercial sales
of agricultural commoditiesand medical productsto Cuba. President Bush hasstated
that hewould veto any legislation that relaxesthe U.S. embargo on Cubain any way,
including the private financing on food sales prohibition, until Cuban reformsoccur.
For more information, see the CRS electronic briefing book page, Economic
Sanctions and Agricultural Exports.

For more information on agricultural trade and food aid, see CRS Issue Brief
IB98006, Agricultural Export and Food Aid Programsand CRSIssueBrief IB10077,
Agricultural Trade Issuesin the 107" Congress.

Natural Resources and Environment

The natural resources and environment mission area within USDA is
implemented through the programs of the Natural Resources Conservation Service
(NRCS), the Farm Service Agency (FSA), and the Forest Service. (Funding for the
Forest Service is provided in the annual Interior appropriations bill, and is not
discussed further.)) Conservation spending combines discretionary spending,
requested by the Administration at $1.05 billion for NRCS and FSA in FY 2003, and
mandatory funding, currently estimated at just over $3.0 billion for FY 2003,
accordingto Congressional Budget Office (CBO) estimateswhichincludes$1 billion
in new spending authorized by the recently enacted 2002 farm bill (P.L. 107-171).
The new farm bill provideslegidative authority, including funding levels, for many
of the mandatory conservation programs through FY 2007. Under this law, overall
mandatory conservation funding is forecast by CBO to grow by about 80%,
increasing by a total of $9.2 billion through FY 2007 (and $17.1 hillion through
FY 2011, assuming no changesin policy).

Discretionary Programs. The House Appropriations Committee-reported
bill (H.R. 5263) provides $1.02 billion for all discretionary conservation programs
within USDA, $29 million below the Administration request of $1.049 billion and
$36 million below the FY 2002 appropriation of $1.056 billion, which includes $94
million of supplemental spending provided for watershed and flood prevention in
P.L.107-206. The Senate Appropriations Committee-reported bill (S. 2801) provides
$1.044 billion, which is$24 million above the House level. Much of the difference
between the congressional levels and the request is a $48.7 million request for
Emergency Conservation Program that is not included in either bill.

The largest discretionary conservation program is Conservation Operations
(CO), most of which supportstechnical assistance. The Administration recommends
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an appropriation of $841 million for CO, up $62 million or 8%, compared with the
FY 2002 appropriation of $779 million. Of thisincrease, $48 million would pay for
technical assistance in helping animal feeding operations comply with clean water
regulations. H.R. 2563 provides a CO funding level of $843.6 million for FY 2003,
which is $64.6 million above FY 2002, and $2 million above the Administration’s
request. S. 2801 recommends$847 million, whichis$67 million above FY 2002 and
$6 million above the request. The House bill requires NRCS to report on funding
allocations to states within 45 days in response to a concern that the agency is
reducing state allocationsin proportionto congressional earmarksrather thantreating
earmarks as additions to each state' s alocation.

Both committee reports identify more than 50 earmarks, many of which had
received similar treatment in earlier years. Very few, if any, projectsor topicsreceive
identical earmarksin both bills. The Senate bill specifiesthat all FY 2002 earmarks
are not funded in FY 2003 unless specified. Some earmarks are for specific projects
or sites and others are for activities. The largest earmark is for the grazing lands
conservation initiative; H.R. 5263 provides $21.5 million and S. 2801 provides
$23.5 million, even though the recently enacted 2002 farm bill (P.L. 107-171)
authorized appropriations of $60 million annually. H.R. 5263 provides $3 million
for animal waste management pilot projects, while S. 2801 specifies several animal
waste management projects for funding. Both bills encourage NRCS to work with
the Nationa Pork Producers Council on watershed management and demonstration
projects; H.R. 5263 identifies other partnersand specifieswork at aTexassite. Both
bills identify partners to be involved in specific projects and activities.

The Administration requests no appropriation in FY 2003 for itsthree ongoing
watershed programs. Watershed and Flood Prevention Operations ($200 million
appropriated in FY2002, including a $94 million supplemental appropriation
providedinP.L. 107-206), Watershed Surveysand Planning ($11 millionin FY 2002)
and Watershed Rehabilitation Program ($10 millionin FY 2002). Instead, it requests
$110 million for Emergency Watershed Protection, which is the average of annual
spending over the past 10 years, so that USDA would have funds on hand to provide
immediate assistance after a natural disaster. (Currently, the emergency programs
typically are funded in supplemental acts after a disaster strikes, so assistance may
not be available for several months or longer after the damage occurs.

Neither bill concurswith the Administration request to consolidate accountsinto
the Emergency Watershed Protection account. Instead, H.R. 5263 recommends$110
million for Watershed and Flood Prevention Operations (with numerous earmarks),
$11.2 million for Watershed Surveys and Planning, and no funding for Emergency
Watershed Protection, while S. 2801 recommends $105 million for Watershed and
Flood Prevention Operations (with numerousearmarks), $11.0 million for Watershed
Surveysand Planning, $30 million for Watershed Rehabilitation, and no funding for
Emergency Watershed Protection. The Senate bill prohibits the use of mandatory
funds from the CCC to carry out the rehabilitation program. The House bill limits
spending for technical assistance to $45.5 million of the total and spending for
activitiesrelated to protecting threatened and endangered speciesto $1 million, while
S. 2801 has no such limits.
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The Administration also requests no funding in FY 2003 for the Forestry
Incentives Program, which isterminated by the 2002 farm bill. (It was funded at $7
million in FY2002). The Emergency Conservation Program, an FSA-funded
program which helps producers repair damaged farmland following a disaster, is
usually funded through emergency supplemental appropriations. However, the
Administration assumes that FY 2003 spending will be the average of the past 10
years, $48.7 million, and requests the availability of this level of funding in the
regular FY 2003 appropriations, whichit sayswould enableit to morerapidly respond
to emergencies. The Administration requests almost level funding for the Resource
Conservation and Development Program, to support activitiesin designated RC&D
districts, at $49.1 million. Both bills concur by not providing any funding for the
Forestry Incentive Program. S. 2801 recognizes the creation of the new similar
Forest Land Enhancement Program in the 2002 farm bill, and notes that it will
receiveatotal of $100 millionin mandatory funding through FY 2007. But they both
differ from the request by not funding the Emergency Conservation Program and by
providing anincreasefor the Resource Conservation and Devel opment Program; the
House bill increase is more than $7 million, to $55.1 million, while the Senate bill
increase is more than $1 million, to $50.4 million.

Mandatory Programs. TheAdministration’ sFY 2003 request wassubmitted
prior to enactment of the 2002 farm bill, which reauthorized many conservation
programs slated to expire at the end of FY 2002. Although the Administration stated
its support for increased mandatory conservation funding in its comments about the
2002 farm bill, its budget request for FY 2003 did not include any of the anticipated
increases, except that it requested funding of $200 million for the Environmental
Quality Incentives Program (EQIP) in FY2003. Most of the other mandatory
conservation programs had either reached their authorized ceilings (set in dollars or
acres), or had been unfunded because of limitations enacted each year in
appropriations legislation.

The largest mandatory conservation program is the Conservation Reserve
Program (CRP), which pays farmers to retire from production highly erodible and
environmentally sensitiveland. Latelast year, USDA reported that there were about
35.1 million acresenrolled in the CRP, almost 10% of the country’ scropland. It was
approaching its ceiling of 36.4 million acres, which wasraised to 39.2 million acres
by the 2002 farm bill. The budget assumes FY 2003 outlays of $1.856 billionto fund
existing and new contracts. Most other mandatory funding programs will grow
rapidly, as they were reauthorized by the 2002 farm bill. Examples include the
Wetlands Reserve Program, which will grow from 1.075 million acres (by 250,000
acres per year) to 2.275 million acres and the Environmental Quality Incentives
Program, whichwill grow from $200 millionannually to $1.3 billion annually, by the
end of FY 2007.

Genera provisions in H.R. 5263, as reported, limit EQIP funding to $695
million (asavingsof $5millionfrom theauthorized level) and limit WRP enrollment
t0 245,833 acresin Section 745 (areduction of 4,177 acresfrom the authorized level,
or $5 millionin savings). H.R. 5263 aso limits expenditures for a new mandatory
program, the Conservation Security Program, to asingle state, lowa, makingit apilot
program (savings of $3 million in FY 2003). This program will provide assistance
to farmers for the first time in FY 2003 to install conservation practices on land in
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production. The Senate Committee bill places one limit on mandatory funding,
prohibiting such funding for the Small Watershed Rehabilitation Program, as noted
above.

For more information on USDA conservation issues, see CRS Issue Brief
IB96030, Soil and Water Conservation I ssues, and for moreinformation onthefarm
bill conservation provisions, see CRS Report RL31486, Resour ce Conservation Title
of the 2002 Farm Bill: A Comparison of New Law with Bills Passed by the House
and Senate, and Prior Law.

Agricultural Research, Education, and Economics

The Senate reported bill (S. 2801) provides $2.542 hillion for USDA’s four
research, education, and economics (REE) agencies in FY 2003, which is $171
million above the House reported (H.R. 5263) level of $2.371 billion. Both billsare
above the Administration request of $2.229 billion —the House by $142 million and
the Senate by $313 million. The Senate level is $100 million above the FY 2002
enacted level (including supplementals), while the House level is$71 million below
the aggregate FY 2002 appropriations.

Four agencies carry out USDA’s REE function. The Department’s in-house
research agency is the Agricultural Research Service (ARS), which provides
scientific support to USDA’ saction and regul atory agenciesand conductslong term,
highrisk, basic and applied research on subjectsof national and regional importance.
The National Agricultural Library merged with ARS in the 1994 USDA
reorganization. The Cooperative State Research, Education, and Extension Service
(CSREEYS) is the agency through which USDA sends federal funds to land grant
Colleges of Agriculturefor state-level research, education and extension programs.
The Economic Research Service (ERS) provides economic analysis of agriculture
issues using its databases as well as data collected by the National Agricultural
Statistics Service (NASS). ARS, CSREES, ERS, and NASS are under the
Undersecretary for Research, Education, and Economics.

Agricultural Research Service (ARS). S. 2801 provides$1.16 billion for
ARS. Of that amount, $1.1 billion would support ARS's research programs, and
$105 million would support modernizing and building ARS facilities. The Senate
measure represents virtually level funding with FY2002's $1.2 billion regular
appropriation, with an 8.5% increase in the research area and a 12% decrease in
facilitiesfunding. If onetakesinto considerationthe combined supplemental funding
of $138 million that the agency received intwo FY 2002 supplemental acts(P.L. 107-
117 and P.L. 107-206), the Senatemeasure provideslevel funding for ARSresearch,
but agreater decreasein construction funds.®> The House committeebill (H.R. 5263)

3 P.L. 107-117 provided $50 million to ARS for constructing a high security bio-
containment facility at its National Animal Disease Center in Ames, lowa, $23 million for
upgrading its foreign animal disease research lab on Plum Island, New York, and $40
millionfor bioterrorismresearch. P.L. 107-206 provided an additional $25 millionto Ames,
lowa. Also, included in P.L. 107-206 was $8 million for research on plant and animal

(continued...)



CRS-20

provides $1.1 billion for ARS — $1 billion for research programs and $95.3 million
for facilities. For all of ARS, H.R. 5263 is$64 million below the level provided in
S. 2801. The President’s budget requested $971.4 million for ARS research and
$16.6 million for construction projects for FY 2003.

For FY 2003, the Administration proposed reducing spending in certain core
research areas by $15 million and closing certain labsin order to increase funding for
ARSresearchin selected high priority areas. Asin past years, neither the House nor
the Senate Committee bill concurs with these proposals; both measures maintain
funding at FY 2002 levels. H.R. 5263 contains language in its report blocking the
expenditure of any funds to conduct areview of the quality and relevance of ARS
research, stating that the National Academy of Science is due to release a similar
study sometime in 2002. S. 2801 contains no comparable language.

Congressional Response to Bioterrorism. The FY2002 emergency
supplemental appropriations act for antiterrorism activities (P.L. 107-206)
appropriated an additional $18 million for the Office of the Secretary to transfer to
ARS, APHIS, AMS, and/or FSISfor counter-terrorism activities, pending an official
budget request from the Administration, which the President has stated he will not
provide. The act also provided ARS an additional $8 million for research on: (1)
mad cow disease and chronic wasting disease, (2) plant genome sequencing, and (3)
cattle genome sequencing, none of which will be provided since the President is not
expected to provide a request. An emergency appropriation of $25 million for
upgrading the animal disease research labin Ames, lowawill be provided, sincethis
provision is not contingent upon an emergency request from the President.

Separately, the recently enacted Public Health Security and Bioterrorism
Response Act of 2002 (P.L. 107-188) authorizes appropriations of $180 million for
ARS research labsin Plum Island, NY and Ames, IA in the current fiscal year and
“such sums as are necessary” for FY 2003 through FY 2006. The act also authorizes
$190 million for FY 2003 and such sums as are necessary for future years for the
Secretary to use: (1) to support ARS, APHIS, Forest Service, and federal-state
cooperative research on bioterrorism prevention, preparedness, and response; (2) to
strengthen coordination with U.S. intelligence agencies; and (3) to develop an early
warning surveillance system for agricultural bioterrorism.

Cooperative State Research, Education, and Extension Service
(CSREES). S. 2801, as reported, provides $1.180 billion for CSREES to use to
support research and extension programs at the land grant colleges of agriculture.
Thisamount is $118 million higher than the $1.062 million provided by H.R. 5263,
$156 million higher than the FY 2002 appropriation of $1.024 million, and $163
million higher than the Administration’s request of $1.017 million.

S. 2801 provides increases in the formula funds for: (1) core research and
extension programs at 1862 land grant institutions: $185.5 million (+ $5.4 million

3 (...continued)
diseases. However, the $8 million was contingent upon a Presidential request and
emergency designation, which the President has stated he will not provide.
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from FY 2002 and the President’ s request; + $3.5 million from the House hill); (2)
forestry research:  $22.5 million (+ $.07 million from FY2002 and the budget
request; - $.05 millionfromH.R. 5263); (3) research at 1890 (historically black) land
grant colleges: $35.6 million (+$1 million from FY 2002 and the budget request; (
-$0.4 million compared with H.R. 5263; (4) extension at 1890 colleges: $32.1 million
(+$1 million from FY 2002 and the budget request; virtually even with H.R. 5263);
and (5) extension at 1862 institutions : $284.2 million (+$8.3 million from FY 2002
and the budget request; +$7.2 million from H.R. 5263).

The House and Senate bills both maintain virtually all of the Special Research
(earmarked) grantsthat the Administration had proposed for termination. H.R. 5263
provides $102.8 million; S. 2801 provides $103.6 million, compared with $97
million in FY2002. Both bills also continue funding for an additional group of
earmarked grantsunder the“ Federal Administration” portion of the CSREES budget,
providing $27.1 million for those research projects ($21.7 million in FY 2002; $7.8
million in the budget request). Finally, S. 2801 provides $164 million for the
National Research Initiative Competitive Research Grants (NRI) program, compared
with $130 million in the House bill. The NRI isfunded at $120 million in FY 2002,
and the Administration had proposed doubling that amount for FY 2003.

Both bills are in agreement with the FY 2003 budget request in blocking the
expenditure of $120 million in mandatory funds for the Initiative for Future
Agriculture and Food Systems that was created in separate legislation in 1998. The
2002 farm hill (P.L. 107-171), the recently enacted law that will guide U.S. farm
policy through 2007, reauthorizes the Initiative and gradually increases its funding
from $120 million to $200 million annually in FY 2006-07.

Congressional Response to Bioterrorism. The Public Health Security
and Bioterrorism Preparedness and Response Act of 2002 (P.L. 107-188) authorizes
such sumsasare necessary for (1) grants not to exceed $50,000 to land grant colleges
of agriculture to review security standards and practices at their facilities; and (2)
grants not to exceed $100,000 to agricultural producer groups to develop and
implement on-farm biosecurity education programs.

The recently enacted FY 2002 supplemental appropriations act (P.L. 107-206)
provided an additional $6 millionto enhanceextension activitiesrelated to homeland
security in rural areas, including expansion of the Extension Disaster Education
Network to serve as a rural first-response program. However, these funds were
contingent upon a Presidential request and a budget emergency declaration, which
the President has stated he will not provide.

Economic Research Service (ERS) and National Agricultural
Statistics Service (NASS). S. 2801 provides$65.7 millionfor ERS, $7.6 million
lessthan H.R. 5263, $1.5 million less than FY 2002, and $13.5 million less than the
Administration request. Most of the difference between the House and Senatelevels
and the request is explained by the Administration’s request to transfer funds from
a central account to each individual agency to cover rent paid by each agency to
GSA. For NASS, S. 2801 provides$141.7 million, whichis $3.8 million morethan
provided by H.R. 5263, $28 million more than the FY 2002 appropriation, but $2
million less than the budget request. Both bills designate roughly $41 million for
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NASS's to use to carry out the 2002 Census of Agriculture, as the Administration
requested.

Food Safety and Inspection

USDA'’s Food Safety and Inspection Service (FSIS) is responsible for the
mandatory inspection of meat, poultry, and processed egg products to insure their
safety, wholesomeness, and proper labeling. The House A ppropriations Committee
bill (H.R. 5263) provides $755.8 million for FSISin FY 2003, compared with $766.6
million in the Senate A ppropriations Committee-reported bill (S. 2801) and a total
FY 2002 appropriation of $715.6 millionincluding asupplemental. Both billsassume
that FSISwill have accessto an additional $101 millionin user feeincometo support
its inspection activities. Neither bill concurs with the President’s request for an
additional $7.3 million in appropriations to accommodate a one-time shift of funds
to cover rental paymentsto GSA. S. 2801 includes $5 million specifically for FSIS
to hireat least 50 additional personnel to enforce the Humane Methods of Slaughter
Act. Senate committee members also added language calling for more stringent
monitoring of foreign establishmentsexporting meat and poultry to the United States,
and for aresponseto the Committee within 60 daysto an upcoming GA O report that
iscritical of FSIS sinspection standards.

The Administration’s budget request proposed to revise the current user fee
system to reduce the rates charged for overtime inspection and instead increase the
industry’ sreimbursement to the government for inspection on second and third shifts.
The budget also included a proposal to assess processing establishments an annual
licensing fee. Both bills are silent on these issues.

Therecently enacted Public Health Security and Bioterrorism Preparednessand
Response Act of 2002 (P.L. 107-188) authorizes a $15 million appropriation in
FY 2002, and such sums as necessary thereafter, for enhancing FSIS's ability to
inspect domestic and imported meat and poultry. Separately, the conference
agreement on the FY 2002 supplemental appropriations bill (H.R. 4775) provides
$13 million to FSIS to cover the costs of reviewing foreign countries meat and
poultry inspection regimes, visiting additional foreign plants specifically to address
post-September 11 concerns, and purchasing informati on technol ogy systems so that
FSIS canimproveitscommunicationswith other agenciesto track imported products
and assess their risk.

Marketing and Regulatory Programs

USDA'’s marketing and regul atory programs (MRP) are administered by three
agencies: the Agricultural Marketing Service (AMYS), the Animal and Plant Health
Inspection Service (APHIS), and the Grain Inspection, Packers, and Stockyards
Administration (GIPSA). The stated mission of these programs is to “expand
domestic and international marketing of U.S. agricultural productsand to protect the
health and care of animals and plants, by improving market competitiveness and the
farm economy for the overall benefit of both consumers and American agriculture.”
For FY2003, the Administration requested $879.9 million for USDA’s three
marketing and regulatory agencies compared with atotal FY 2002 appropriation of
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$867.3million (included emergency supplemental appropriationsof $119.1 million,
intended to protect the food supply against agricultural terrorist threats). The House
Appropriations Committee-reported bill (H.R. 5263) provides $886.6 million for
MRP, or $19.3 million over FY 2002 regular and supplemental appropriations. The
Senate Appropriation Committee-reported bill (S. 2801) provides $886.5 million.

Animal and Plant Health Inspection Service. Thelargest appropriation
for marketing and regulatory programs goesto USDA’s Animal and Plant Health
Inspection Service (APHIS), the agency responsible for protecting U.S. agriculture
from foreign pests and diseases. The Administration requested an FY 2003
appropriation of $767.1 million for APHIS, compared with a total FY 2002
appropriation of $746.8 million (including supplemental appropriations of $119.1
million.)* The Administration’s proposed increase in total funding reflects the
agency’sincreased responsibilitiesto protect against acts of terrorism. H.R. 5263
and S. 2801 provide nearly identical amountsof $749 million, which are$2.4 million
above FY 2002, but $26.2 million below the FY 2003 Administration request. Most
of the shortfall from the Administration request is attributed to the requested one-
time shift in funds ($26.7 million) to cover GSA renta costs, which isnot included
inthe Committee proposals. Both billsalso providefor increasesin APHIS' salaries
and expenses for stepped-up border inspections, and for the Anima Health
Monitoring and Surveillance (AHM&M) activities. In addition, both bills include
increased funding for the boll weevil, emerging plant pests, Johne's disease, and
Wildlife Services programs.

The President also requested increased appropriations to fund new emergency
pest programs, such as the current “chronic wasting disease” outbreak in deer and
elk, and for controlling other invasive species. In recent times, these programs have
been funded mostly under the Secretary’s emergency authorities through the
Commodity Credit Corporation (CCC). Similar requests for additiona
appropriationsin lieu of CCC funds were advanced by the previous Administration.
The Administration is concerned about the rising cost of emergency pest outbreaks
($235 million in FY2001), and expects to seek public comment on ways to share
these costs with the states and the private sector. The Appropriations Committees,
as Congress routinely has done in the past, have rejected this request, and instead
encourage USDA to continue use of the CCC funding mechanism to address
emergency needs.

Proposed Department of Homeland Security. Recently, two
Congressional measures (H.R. 5005 and S. 2452), and the Bush Administration
proposed the transfer of APHIS functions to a new Department of Homeland
Security (DHS). (See CRS Report RL31466, Homeland Security Department: U.S.
Department of Agriculture Issues). Although enactment of these measures could
impact future appropriation measures, the current appropriations process is
proceeding asthough APHISwill remainwithin USDA. A general provisioninH.R.
5263 forbids money transfers between USDA and other departments (presumably

4 An additional emergency supplemental appropriation of $33 million for APHIS salaries
and expenses is provided in the conference report to H.R. 4775, which has passed both
houses and now awaits presidential action.
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referring to DHS) unless authorized by appropriators. APHIS quarantine inspection
functions are largely funded through Agricultural Quarantine Inspection (AQI) user
fees’, and to a lesser extent from annual appropriations. In 2001, APHIS AQI
account was $286 million ($238 million from user fees + $48 million from
appropriations). APHIS is currently evaluating the complete budgetary impact of
Senate and House proposals which could transfer up to 3,200 full-time employees
to the new department.

Agricultural Marketing Service. AMSisresponsible for promoting U.S.
agricultural productsin domestic and international markets, and for facilitating the
marketing and distribution of agricultural products. The Administration requested
FY 2003 appropriations of $91.7 million for AM S, compared with $86.8 millionin
FY2002. These levels include Section 32 funds, and payments to states and
territories. Not included in the appropriated level are $190 million in collected user
fees. The President’s request included funding for expanding global marketing
opportunities for agricultural commodities and for improving the Federal Seed
program which monitors and controls seed labeling for domestic and foreign sales.
H.R. 5263 provides $91.96 million for AMS, which is $5.2 million over FY 2002
levels, and $0.1 million over the Administration’s request. S. 2801 provides $92.1
million, adlightly higher level than the House. Included in the committee reports
are provisions for increased funding of the Pesticide and Microbiological Data
programs. The Senate, in addition, increases funding for implementing the
Mandatory Price Reporting Act of 1999 (P.L. 106-78).

Grain Inspection, Packers, and Stockyards Administration. GIPSA
establishes the official U.S. standards, inspection and grading for grain and other
commodities, and ensures fair-trading practices. GIPSA has also been working to
improve monitoring of livestock markets, where concentration has raised concerns
about decreasing competition. The Administration requested $12.2 million for
GIPSA in FY 2003, down $20.9 million from the $33.1 million provided in FY 2002.
To cover the shortfall, the Administration had included a proposed increase of $29
million in new user fees, which if enacted would be used to fund Packers and
StockyardsAct inspections, and grain standard testing activities. Similar requestsfor
new user fees by the Clinton Administration were not adopted by Congress. H.R.
5263 and S. 2801 increase GIPSA funding to $44.7 million, an increase of $11.6
million over FY 2002. The Housebill directsthe Secretary to conduct a 2-year study
on packer ownership of livestock ($4.5 million).

Proposed Livestock Competition Amendments. Producer groups and
policymakers are interested in changing the structure and business methods of the
livestock industry in an attempt to make livestock producers more competitive.
Issues include concern over the consolidation of production and processing into
fewer and larger operations, increased vertical integration (i.e., ownership or
increased control of more than one phase of production and marketing by a single

® AQI user feesare authorized under the 1990 Farm Bill (§ 2509(a) of the Food, Agriculture,
Conservation, & TradeAct (P.L. 101-624), whichallowsAPHIStochargefor AQI activities
at ports of entry in order to cover itscosts. Collected AQI user feesremain available to the
Secretary until expended without fiscal year limitation.
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firm), and the gradua shift from mainly open cash markets to private contracts or
other marketing agreements between buyers and sellers. Livestock market issues
were addressed during the debate of the recently enacted 2002 farm bill (P.L. 107-
171). Certain key issues were not included in the final legisation. Hence, these
issuesmight resurface asfloor amendmentsto the FY 2003 agri cul tureappropriations
bill.

The Senate-passed farm hill (S. 1731) contained a provision that would have
banned packer ownership or significant control of livestock, with an exemption for
producer-owned cooperativesand small, producer-owned packers. The proposed ban
was dropped in conference with House conferees generally opposed, but several
members have considered proposing a similar ban as a floor amendment to H.R.
5263 and S. 2801. Supporters of the ban believe it will limit packers’ ability to
manipulate the market, and would improve farmers access to livestock markets.
They areconcerned about the pace of vertical integrationinthelivestock industry and
believe the ban isaway to stop or slow down vertical integration. Opponents of the
ban argued it could create turmoil in the industry as packers and producers have to
undo relationships built over time, and would reverse many of the production
efficiency gains that had come about through closer packer-producer alliances.

A separate proposal that also might be offered as an amendment to H.R. 5263
or S. 2801 would require packersto increase the percentage of livestock they buy on
the spot market. Specifically, packerswould have to purchase on the spot market at
least 5% of their laughter needs by 2004, and at least 25% by 2008.

For more information, see 1B10063, Animal Agriculture Issues in the 107"
Congress.

Rural Development

USDA'’s rural development mission is to enhance rural communities by
targeting financial and technical resourcesin areas of greatest need. Three agencies,
established by the Agricultural Reorganization Act of 1994 (P.L.103-354), are
responsible for the mission area: the Rural Housing Service (RHS), the Rurad
Business-Cooperative Service (RBS), and the Rural Utilities Service (RUS). An
Office of Community Development provides community development support
through Rural Development’s field offices. The mission area also administers the
rura portion of the Empowerment Zones and Enterprise Communities Initiative and
the National Rural Development Partnership.

The Senate Appropriations Committee-reported bill (S. 2801) recommends
$2.745 hillionin budget authority to support a$9.857 billion |oan authorization level
for rural economic and community development programsin FY 2003. Thisis$175
million more than was enacted for FY 2002 and $77 million more than provided by
the House Appropriations Committee-reported bill (H.R. 5263). It is also $158
million more than requested. Funding in the House and Senate bills supports aloan
authorization level of $9.68 billion and $9.86 hillion, respectively, in direct and
guaranteed rural development |oans, both of which arewell abovethe Administration
request for $7.2 billion in loan authorization.
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Rural Community Advancement Program (RCAP). The RCAP,
authorized by the 1996 farm bill (P.L. 104-127), consolidates funding for 13 rural
development loan and grant programs into three accounts. Community Facilities,
Rural Utilities, and Business and Cooperative Services. RCAP was designed to
provide greater flexibility in targeting financial assistanceto local needsand permits
a portion of the various accounts funds to be shifted from one funding stream to
another. S. 2801 provides $867.2 million in budget authority for the three RCAP
accounts, $83 million less than the $950 million provided in H.R. 5263, and $60.6
million more than enacted for FY 2002.

S. 2801 providesfunding of $97.6 millionfor the Community Facilitiesaccount,
over twice the level recommended by H.R. 5263; $682.8 million for the Rural
Utilitiesaccount; and $86.8 millionfor the Rural Business Servicesaccount. Aswith
the House bill, most of the RCAP authorizationin S. 2801 would support water and
waste disposal grants in the Rural Utilities account, although at $132 million less
than in H.R. 5263.

Both Senate and House bill language earmarks funding for water and waste
disposal programsin Alaskan nativevillages, Federally Recognized Native American
Tribes, and the Colonias. Senate bill language also designates $10 million to the
Rural Community Development Initiative, $4 million of which is provided to a
demonstration program for Replicating and Creating Rural Cooperative Home Based
Health Care and $6 million for developing capacity for private, non-profit
organizationsto improve housing, community facilities, and economic devel opment
projects for low-income rural communities. The Senate bill designates $30 million
of RCAP funding to communities facing extremely high energy costs, and $25
million for grantsto facilitiesin rural communitieswith extreme unemployment and
economic distress. Both bills provide $37.6 million to empowerment zones and
enterprise communities designated by the Secretary as Rural Economic Area
Partnership Zones (REAP). Most of the latter’s budget authority isfor rural utility
programs.

The FY2002 supplemental appropriations act (P.L. 107-206) provided an
additional $20 millionin emergency spending to RCAP srural utilities account. Up
to $5 million of this supplemental funding would have been provided to conduct a
national assessment of the vulnerability of rural water systems to terrorist/criminal
attack. However, this funding is available only to the extent an official budget
request that includes designation of the entire amount of the request asan emergency
reguirement istransmitted by the President to the Congress. The President has stated
he will not request the contingent funds provided in P.L. 107-206.

Rural Housing Service. S. 2801 provides $1.589 hillion for the RHS in
FY 2003 to support a total rural housing loan authorization level of $3.932 hillion.
Thisloan authorization amount is $13 more than in H.R. 5263 and is $115.3 more
than enacted for FY2002. The Senate bill recommends $282.5 million in housing
loan subsidies, $21 million more than the House bill, and $32 million more than
Administration requested |oan subsidies.

The Senate bill rejects the Administration’s request that there be no new
construction of Section 515 rental housing for low-income rura residents. The
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Administration had requested no new construction until the Department compl etes
areview of Section 515 multi-family housing. S. 2801 recommendsthat $50 million
be made available for new construction, $50 million for repair and rehabilitation,
with $20 million to be used for equity loans. Thisisatotal of $60 million morethan
requested. The Senate also recommends $28 million in direct loan subsidies for
Section 515 rental housing, the same as requested. The House bill provides $26
million more for Section 515 loan subsidies.

S. 2801 recommends $17 million for farm labor housing grants, the same as
requested and $3 million less than H.R. 5263. For the Rural Housing Assistance
Grants, the Senate recommends $47.5 million, $5 million more than the House bill
provides. Both House and Senate bills recommend $35 million for mutual and self-
help housing grants.

The Senate committee report rejects a Department request for $2 million to do
anindependent study of cost efficienciesin delivery of multi-family housing, instead
providing $1 million to conduct a study of capital need as recommended by GAO.
Under agenera provision, the Senate bill also earmarks $4 million under the Rural
Housing Assistance grant account for a demonstration housing program for
agricultural processing workersin Wisconsin.

Rural Utilities Service. S. 2801 recommends $108 million in budget
authority to support a loan level of $5.87 billion for rura utility programs. The
Senate budget authority level for RUS programs is $8 million more than the House
level, $23.3 million morethanthe Administration’ srequest, and roughly equal tothe
enacted level in FY2002. Almost all loan authorization ($5.87 billion) isdesignated
for the rural electrification and telecommunications account. Part of this loan
authorization includes $1 billion for guaranteed underwriting of a cushion of credit
payments under Section 313A of the Rural Electrification Act of 1936. (7 U.SC.
940(c)). Loan authorization for theaccount isnearly $500 million morethan enacted
in FY 2002 and $2.6 billion more than requested. It is also $800 million more loan
authority than in the House provision.

For the Rura Telephone Bank (RTB), both the House and Senate bills
recommend aloan level of $174.6 million. There was no Administration request.
In furtherance of the privatization of the RTB, both billsinclude the same provision
from FY 2002 to limit the retirement of Class A stock to 5%.

In other RUS programs, S. 2801 provides loan subsidies and grants of $51.9
million for the Distance Learning and Telemedicine program. This is $2 million
more than enacted in FY 2002 and $7 million more than in H.R. 5263. The loan
authorization level for the program is authorized at $129.5 million, the same as
requested, but $251 million lessthan recommended by the House bill. Authorization
of $2 millionin grantsisaso recommended for the Rural TeleworksProgram. Both
bills recommend no funding for the Local Television Loan Guarantee program,
whose loan level was authorized at $258 million in FY2002. Both bills aso
recommend no authorization for direct loans. Through a$20 million rescission, the
FY 2002 supplemental appropriations act (P.L. 107-206) provides $8 million in
additional funding for the Local Television Loan Guarantee Program account, to
remain available until expended. Direct authorization of $80 million for local
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television broadcast |oan guaranteesis aso included in of the recently enacted farm
bill (P.L.107-171).

Rural Business-Cooperative Service. TheHouseand Senatebillsprovide
nearly identical anountsfor the RBS accountsto support rural business devel opment
and expansion—$50.658 millionin H.R. 5263 and $50.758 millionin S. 2801, which
are about $15 million more than the Administration request. The Senate bill also
earmarks $5 million of direct loan subsidies to Federally Recognized Native
American Tribes and Mississippi Delta Region counties.

Within the totals, both bills provide $14.97 million for the Empowerment
Zone/Enterprise Community Initiative. No funding for the program was requested.
Funding for Rural Cooperative Development Grants is $9 million in both bills, an
increase of $1.25 million above FY2002 and the same as requested by the
Administration. The Senate Committee also designates $2.5 million of this grant
funding to cooperative agreements for the Appropriate Technology Transfer
Program.

Other Provisions. S. 2801 makes two genera provisions prohibiting the
expenditure of any fundsto carry out the following programs of the recently enacted
2002 farm bill (P.L.107-171): (1) the Rura Strategic Investment Program (Section
6030) and (2) the Rural Firefighters and Emergency Personnel Training Program
(Section 6405). The Senate report language further recommends reducing budget
authority to $50 million from $150 million for ethanol plant development (Section
9010). Finally, the Senate Committee recommends$2 million for theNational Rural
Development Partnership (NRDP). TheHousebill doesnot affect funding levelsfor
any mandatory rural development programs authorized by the farm bill.

For additional information on USDA rural development programs, see “Rural
Development”, CRS Electronic Briefing Book page.

Food and Nutrition

For FY 2003, the Administration requests an appropriation of $41.87 billion for
all USDA food and nutrition programs, an increase of about $4 billion above the
FY 2002 appropriation. The House Appropriations Committee-reported bill (H.R.
5263) provides $41.97 billion for these programs, which isabout $100 million more
thanthe Administration request. The Senate Appropriations Committee-reported bill
(S. 2801) provides $41.93 billion; $84 million less than the House level. These
programs provide federal funding and commodities to states for food assistance to
children in schools and other children’s facilities, and for low-income individuals
and families.

The Administration budget recommends a total of $26.25 billion for food
stamps and related programs for FY 2003, $3.25 billion more than FY2002. This
includesfood stamp program expenses, areservefund, nutrition assi stancefor Puerto
Rico and Samoa and funding to buy commaodities for the emergency food assistance
program (EFAP). Both H.R. 5263 and S. 2801 provide the same amounts for food
stamp expenses and the food distribution program on Indian Reservations (FDPIR)
— $22.77 billion — and for a food stamp reserve fund ($2 billion). However, the
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Administration request and the Senate bill contain $1.377 billion for Puerto Rico and
Samoa. The House bill funds this at $1.401 billion, because, according to the
committeereport, of additional mandatory spending requirementsfor these programs
under the 2002 farm bill (P.L. 107-171). Funding to buy commodities for EFAP
would be $140 million under both S. 2801 and H.R. 5263; the Administration
proposed only $100 million for this purpose, the same as in FY2002. The
Administration budget anticipatesfood stamp participation growth of about 800,000
in FY2003, or about 4% above FY2002 for a total of 20.6 million persons in
FY2003. P.L.107-171 restored food stamp eligibility for legal immigrantsresiding
inthe U.S. for at least 5 years and changed the quality control system, employment
rules, and deductions.

H.R. 5263 fundsall child nutrition programs at $10.58 billion, in concurrence
with the Administration request. S. 2801 is slightly higher, providing $4 millionin
discretionary spending to continue school breakfast program start-up grants of $3
million; $200,000 for the Food Works of Vermont Common Roots program; and
$500,000 for an archive resource center at the National Food Service Management
Institute. The funding level for the mandatory feeding programs is expected to
maintain full program participation for the school lunch, breakfast, child and adult
care food, summer food service, and special milk programs, aswell as other related
support activities.

The Senate bill provides $4.751 billion in FY 2003 for the special nutrition
program for women, infants and children (WMC) in concurrence with the
Administration request. This represents an increase of $289 million from the total
FY 2002 appropriation of $4.462 billion. The FY 2002 level includestwo emergency
supplemental appropriations ($39 million in P.L. 107-117 and $75 million in P.L.
107-206). It asoincludesa$150 million contingency reserve. H.R. 5263 provides
$4.776 billion, or $25 million more than the Administration and Senate for WIC for
FY2003. All three proposals contain the $150 million contingency reserve fund.
According to USDA estimates, WIC is expected to serve a monthly average of 7.8
million low-income pregnant and postpartum mothers and young children under the
Administration’s FY 2003 proposed funding level.

Funding for the Commodity Assistance Program (theterm used by appropriators
to refer to the Commodity Supplemental Food Program (CSFP) and for
administrativefundsfor the EFAP) would decline under the Administration proposal
—from $149.5 millionin FY 2002 to just under $145 millionin FY2003. TheHouse
bill increases funding for these two programs to $170 million in FY 2003; of this
amount, $120 million would go for the CSFP and $50 million for TEFAP
administrative expenses. The House A ppropriations Committeerecommendsthat all
of the increase go for the CSFP; TEFAP administrative costs would remain at the
FY 2002 level of $50 million. The Senatebill is$167 million below the Houselevel
and requiresthat $5 million of the amount provided must be used for senior farmers
market activities.

No FY 2003 funding is requested in the USDA budget for the elderly nutrition
program, afood donation program that provides mostly cash-in-lieu of commodities
to support meal programsfor senior citizens. The Administration proposesto merge
this program with the larger meal programs operated for senior citizens under the
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Older AmericansAct by the Department of Health and Human Services. Both House
and Senate appropriators agreed to the Administration proposal to zero out elderly
program FY 2003 funding for USDA ($149.7 million in FY2002). Pacific Island
and Disaster Assistance would continue to be funded at $1.081 million under the
Administration regquest and both bills.

Other nutrition program provisionsin H.R. 5263 would: (1) provide $4 million
for Bill Emerson and Mickey Leland Hunger Fellowships, (2) permit the USDA
Secretary to use up to $10 million of food stamp funds designated for buying EFAP
commodities for costs associated with the distribution of commodities, and (3)
prohibit the use of any child nutrition, WIC, or food stamp funds from being used by
the Food and Nutrition Service (FNS) to conduct studies or evaluations, with some
exceptions. S. 2801 differsin several respectsfrom these House proposals. S. 2801
provides $2.5 million for Emerson and Leland Hunger Fellowships, and permitsthe
Secretary to use up to $5 million of food stamp funds for costs associated with the
distribution of commodities under EFAP. It also allows up to $3.195 million for
program eval uationsand studiesby the Food and Nutrition Service and not morethan
$500,000 of thisamount to be transferred to the Economic Research Service (ERS)
of USDA. ERS is the unit that would conduct studies and evaluations under the
House hill.

Food and Drug Administration

The Food and Drug Administration (FDA), an agency of the Department of
Health and Human Services (DHHYS), isresponsible for the regul ation and safety of
foods, drugs, biol ogics(vaccines), and medical devices. Theagency’ sfunding comes
from a combination of congressional appropriations and user fees, fees primarily
collected for the review of pharmaceuticals. The total amount of drug user feesto
be collected is set each year in FDA’ s annual appropriations act. The bill reported
by the House A ppropriations Committee (H.R. 5263) providesfor total FDA funding
of $1.385 hillion for FY2003, an increase of $15.7 million above the FY 2002
appropriation of $1.218 billion and $7.3 million above the FY 2003 Administration
request of $1.377 billion. The Senate Appropriations Committee-reported bill (S.
2801) providesatotal of $1.404 billion, whichis$19 million abovethe House level,
$34.7 million above the FY 2002 appropriation and $26 million over therequest. Of
this total amount, H.R. 5263 provides $1.377 hillion for salaries and expenses
(compared with $1.393 billion in S. 2801), and $8 million for the maintenance of
buildings and facilities (compared with $11 million in S. 2801). The House total,
including salaries and expenses, user fees, and facilities amounts to $1.608 billion,
while the Senate total comes to $1.638 hillion.

Both the House and Senate Committees provide $222.9 million to be collected
in FY 2003 for drug user fees under the newly reauthorized Prescription Drug User
Fee Act (PDUFA) for the approval of drug applications. Congress reauthorized
PDUFA inMay 2002 with language incorporated into the Public Heal th Security and
Bioterrorism Preparedness and Response Act of 2002 (P.L. 107-188). An additional
$22.5 million will be collected from mammography clinics and export certificates,
bringing the user fee total to $245.4 million in FY 2003.
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H.R. 5263 supports the President’ s FY 2003 budget request of $159.1 million,
whileS. 2801 provides$152.3 millionfor counter-terrorismactivitiesinitiated by the
agency during the previousyear. In FY 2002, supplemental funds for bioterrorism
were used to hire 673 new employees and improve FDA'’ s capacity to respond to
terrorist threats.

The two bills provide different funding levels for FY 2003 for several budget
categories. For instance, both committeesdirect FDA to continue funding the Office
of Women’ sHealth, but the House setsaside $1.5 millionin FY 2003 for thisactivity,
whilethe Senate doublestheamount to $3 million. The House committeefully funds
the Administration’s $8.3 million request to upgrade its financia management
system, but the Senate committee says that these fund were already provided in the
FY 2002 budget through reprogramming, and are no longer necessary.

Both committee reports prohibit the FDA from spending any money on severa
administrative actions involving agency personnel. One such restriction would
prevent the agency from transferring and consolidating FDA'’s Offices of Public
Affairs and Legidation to within the DHHS. Because these offices handle
assurances on food safety, drugs, vaccines, and medical devices, FDA officialsin
these offices rely on the expertise found in other parts of the agency. For these
reasons, both committeesdisagree with the consolidation and say they want the office
to remain part of the FDA.

The reauthorization of PDUFA will likely reopen the debate on the issue of
charging user fees for the approval of medical devices and animal drugs. An
amendment establishing user fees for these products was offered, but was dropped
during consideration of the bioterrorism bill, which included the reauthorization of
PDUFA. The proposals may re-emerge as a floor amendment to the FY 2003
appropriations bill.

Food Issues

H.R. 5263 does not include a specific level of funding for food safety, but the
Senate committee, noting the expansion of FDA activities under the category of
“Food Safety Initiative” recommends a total of $504.8 million in S. 2801 for this
purpose. House report language requests a summary of the case-controlled studies
that link naturally-occurring bacterial pathogens to specific foods — i.e., E. cali,
Salmonella, Campylobacter, and Listeria found on meat, poultry, eggs, seafood,
fruitsand vegetables. Inaddition, both bills support further progressin the detection
of the pathogens; the Senate provides $2 million for FDA to continue the evaluation
of new testing methods for pathogens at New Mexico State University.

In report |anguage, the House A ppropriations Committee expresses displeasure
with the agency’ sfailureto produce areport detailing how the FDA allocates money
to the National Antimicrobial Resistance Monitoring System (NARMYS) activities
and overhead costs. The House Committee wants the report within 60 days of
enactment of the FY 2003 appropriations bill. The Senate Committee does not
mention areport but did comment that the NARM S data should be unbiased, timely,
and accurate.
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Seafood safety isof concern to both committees. Both direct the FDA to spend
$250,000 to continue support for shellfish saf ety research and study Vibrio vulnificus,
a pathogen found in raw oysters. Both committees want FDA to continue its work
with the Interstate Shellfish Sanitation Conference on the development of
regulations, and information on shellfish. The Senate committee also wants FDA to
encourage the development of cost effective technologies for seafood, and wants
specia care taken when FDA inspects seafood plants in both Hawaii and Alaska.

The House directs FDA to enforce U.S. dietary supplement laws, and stop
producers of the so-called herbal product “Siberian ginseng” from labeling and
referring to their product as “ginseng.” The Senate Committee is interested in the
potential positive health benefits of Omega 3, afatty acid, quantities of which are
found in salmon. The committee wants FDA to report on whether canned and fresh
salmon should bear alabel reflecting the benefits of Omega 3.

The House committee commends FDA for its recent statement that adverse
event reports (AERS) regarding dietary supplements containing ephedrine alkal oids
do not alone provide a scientific basis for assessing the safety of these herbal and
supplement products. Ephedrine alkaloid, a central nervous system stimulant, isan
active ingredient in a variety of dietary supplements and over-the-counter
medications. The Senate committee, also concerned about AERS, provides $7.6
million for thefood center’ sadverse event system —called CAERS. Of thisamount,
the Senate Committee requires $1.5 million be spent on tracking adverse events
related to dietary supplements.

Drug Issues

Both the House and Senate bill reports recognize that the timely approval of
generic drugs is an important factor in addressing the rising cost of prescription
drugs. To this end, the House recommends a funding level of $4.58 million for
FDA'’sgeneric drug program. By comparison, the Senate provides $45.3 million, a
significant increase in funding for the same program. Both committees said they
expect FDA to review 75% of the abbreviated new drug applications (ANDAS) for
generic drugs within six months of submission. Moreover, within 90 days of
enactment, the House committee expects the agency to come up with a plan
describing how it will review 100% of ANDAs within 180 days of submission, and
the resources the program would need to upgrade inspections, infrastructure, and
technol ogical requirements. Inaddition, the House committee recommends $400,000
to continue FDA'’s education program about the importance of generic drugs,
particul arly studieson consumer education. Further, theHouse committeedirectsthe
agency to issue a final guidance for drug makers clarifying the requirements for
listing patents in the Orange Book, the official publication where FDA lists patent
information for pharmaceutical products. The House committeeal so wantsto ensure
that the Office of Drug Safety receives at least a$5 million increase for FY 2003, as
authorized in the 2002 bioterrorism act to continue its post marketing surveillance
for pharmaceuticals. The Senate committee makes no such comparable
authorization.
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Medical Device Issues

Both committees express concern about delays in review for new medical
devices and the impact it was having on the health of Americans. In last year's
appropriations conference report, FDA was directed to provide an update of its
medical device review performance, as compared to statutory requirements for
application decisions, to the House committee in January and July 2002. To date, the
updated report has not been submitted. The House committee directs the FDA to
develop a plan to eliminate the medical device performance gap within 90 days of
enactment. The plan isto include an estimate of the resources needed, and specify
how the agency would meet statutory timeframes for application reviews and
ingpections, and what infrastructure and technol ogy upgradeswould berequired. The
House committee notes that many applications for medical devices are for
combination products that involve consultation with FDA’s Center for Biologics
Evaluation and Research (CBER). The House committee asks for areport by May
31, 2003, on the prevalence of combination products, and how the review times for
these products compare with standard medical devices.

By contrast, the Senate committee provides an increase of $8 million from the
FY 2002 level for activitiesrel ated to pre-market reviews of medical devices, withthe
money to be used solely for pre-market reviews. Moreover, the Senate committee
directs the agency to provide areport, within 90 days, on how these funds will be
spent, including the number of employees that will be hired, a description of their
duties, and the effects the funds will have on pre-market review times. Also, the
Committee expresses concern that FDA may consider allowing asingle pre-market
submission for reprocessing of multiple models of certain medical devices, and as
such, urged the agency to require a pre-market submission for every model that isto
be reprocessed, if an application was required for the original device.

Biologics Issues

TheHouse committee encourages Center for Biol ogics Eval uation and Research
to alocate adequate resources to the Office of Blood Research and Review to
promotethetimely review of new intravenousimmuneglobulin (IGIV) productsthat
have been submitted for licensure using the revised clinical tria protocol. In
addition, the House committee urges the FDA to develop a feasability plan for a
‘Fast-Track’ program to facilitate the awarding of Investigational New Drug status
to new vaccine candidates, particularly HIV vaccines, and submit a progress report
towards implementing the program by March 1, 2003. The Senate committee is
concerned about the safety of tissue processing. Since 1997, FDA has proposed
several new regulations dealing with the registration of tissue processors, the listing
of tissue products, and good manufacturing practices. Thusfar, FDA hasfinalized
only the rule dealing with registration, and the committee directs the the agency to
finalize the tissue safety rules within 9 months of enactment.
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Table 4. USDA and Related Agencies Appropriations for FY2003
Budget Authority

($inmillions)
FY?2003 | FY2003
FY2002 | Admini- | House | ‘o200 | FY2003
Agency or Major Program Enacted | stration Bill Bill Enacted
(1) Request | (H.R. (S. 2801)
2) 5263) :
Titlel — Agricultural Programs
Agric. Research Service (ARYS) *xk
Regular Appropriation 1,098.5 988.0] 1,097.5| 1,161.7
Supplemental Appropriations 138.0 0 0 0
Coop. State Research Education 1,024.4| 1,017.4( 1,062.3( 1,172.9 e
and Extension Service (CSREES)
Economic Research Service (ERS) 67.2 79.2 73.3 65.7 i
National Agricultural Statistics 113.8 143.7 137.9 141.7 i
Service (NASS)
Animal Plant Health and *xk
Inspection Service (APHIS)
Regular Appropriation 627.7 775.3| 7491 7489
Supplemental Appropriation 119.1 0 0 0
Agric. Marketing Service (AMS) 86.8 91.7 92.0 92.1 *k*
Grain Inspection , Packers and 33.1 12.2 447 447 i
Stockyards Admin. (GIPSA) ®
Food Safety and Insp. Serv (FSIS) i
Regular Appropriation 715.6 763.0| 7558 766.6
Supplemental Appropriation 15.0 0 0 0
Farm Service Agency (FSA) 939.0 9936 976.7( 9974 i
Salaries and Expenses
FSA Farm Loans - Subsidy Level 187.6( 2121| 2121( 2438 *kk
*Farm Loan Authorization 3,890.7| 3,802.0| 3,802.0| 4,065.7 e
FSA Farm Loans- Salaries and 280.6| 287.2( 287.2| 287.2 *xk
Administrative Expenses
Emergency Conservation Program 0 48.7 0 0
Risk Management Agency (RMA) 74.75 72.8 70.7 71.2 *xk
Salaries and Expenses
Federal Crop Insur. Corp. Fund (4) 2,900.0| 2,886.2| 2,886.0| 2,886.2 *kx
Commodity Credit Corp. (CCC) (4)| 20,279.0(16,285.0(16,285.0|16,285.0 *hx
Other : * k%
Regular Appropriation 478.5 541.0| 6427 6279
Supplemental Appropriation 80.9 0 0 0
Total, Agricultural Programs *rx
Regular Appropriation 28,899.7|25,197.025,373.4 | 25,593.0
Supplemental Appropriations 353.0 0 0 0
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FY?2003 | FY2003
FY2002 | Admini- | House | o200 | FY2003
Agency or Major Program Enacted | stration Bill Bill Enacted
(1) Request | (H.R. (S. 2801)
2) 5263) :
Titlell — Conservation Program
Conservation Operations 779.0 841.0| 8436| 8470 *xk
Watershed Surveys and Planning 110 0 11.2 11.0 *xk
Watershed & Flood Prevention
Regular Appropriation 106.6 0 110.0| 105.0 rrx
Supplemental Appropriation 94.0 0 0 0
Watershed Rehabilitation Program 10.0 0 0 30.0 *xk
Emergency Watershed Protection 0 110.0 0 0 *k*
Resource Conservation & Developm. 48.0 49.1 55.1 50.4 el
Forestry Incentives Program 6.8 0 0 0 el
Total, Conservation el
Regular Appropriation 962.1| 1,000.9| 1,020.6| 1,044.2
Supplemental Appropriation 94.0 0 0 0
Titlel1l — Rural Development
Rural Community Advancement 806.6| 7915 9503 867.2 el
Program (RCAP)
Salaries and Expenses 133.7 1457 1457| 1340 *xk
Rural Housing Service (RHS) 1,4745| 1,5285| 1,576.0| 1,585.3 *kx
* RHS Loan Authority 4,4858| 3,924.3| 4551.5| 3,932.2 *kx
Rural Business Cooperative Serv. 46.6 35.8 50.7 50.8 *rx
* RBCSLoan Authority 53.1 55.0 55.0 55.0 *xk
Rural Utilities Service (RUS) *kx
Regular Appropriation 120.0 84.6 99.9 107.9
Rescission (8.0) 0 0 0
* RUSLoan Authority 5,378.6| 3,272.6( 5,070.7| 5,870.3 *kx
Total, Rural Development *okk
Regular Appropriation 2,581.9| 2,587.1| 2,823.3| 2,746.0
Rescission (8.0) 0 0 0
* Rural Development, Total Loan | 9,917.6( 7,224.9| 9,677.2| 9,857.4 i
Authority
TitlelV — Domestic Food Programs
Child Nutrition Programs 10,087.210,576.2 (10,576.2 | 10,580.2 *kk
WIC Program *Ex
Regular Appropriation 4,348.0| 4,751.0| 4,776.0| 4,751.0
Supplemental Appropriations 114.0 0 0 0
Food Stamp Program 22,992.0|26,249.7 | 26,313.7 | 26,289.7 *xk
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FY?2003 | FY2003
FY2002 | Admini- | House | o200 | FY2003
Agency or Major Program Enacted | stration Bill Bill Enacted
(1) Request | (H.R. (S. 2801)
2) 5263) :
Commodity Assistance Program (s) 1495 1450| 170.0( 167.0 *xk
Food Donation Programs 150.7 11 11 11 *x K
Other 128.2( 148.7| 135.0( 138.9 *xk
Total, Food Programs i
Regular Appropriation 37,894.6141,871.7141,971.9|41,927.9
Supplemental Appropriations 114.0 0 0 0
TitleV — Foreign Assistance
Foreign Agric. Service (FAS) 121.8 1317 130.0|] 1319 i
Public Law (P.L.) 480 998.7| 1,314.0( 1,357.1| 1,3284 *kk
CCC Export Loan Salaries 4.0 4.1 4.1 4.1 *h*
Total, Foreign Assistance 1,1245( 1,449.6| 1,491.1| 1,464.4 *kk
TitleVI — FDA & Related Agencies
Food and Drug Administration **
Regular Appropriation 1,218.0( 1,377.4( 1,384.7| 1,403.8
Supplemental Appropriation 151.1 0 0 0
Commodity Futures Trading o
Commission (CFTC)
Regular Appropriation 70.7 46.9 80.0 94.4
Supplemental Appropriation 16.9 0 0 0
Total, FDA & CFTC *hk
Regular Appropriations 1,288.7| 1,424.3| 1,464.6( 1,498.2
Supplemental Appropriations 168.0 0 0 0
Other Provisions (e) 107.9 0 118.2 56.5 i
Total, Including Emergency 73,513.473,530.5 [ 74,263.1|74,330.2 *xk
Spending, befor e adjustments
CBO Scorekeeping Adjustments (7) 108.4| 531.8 42.8| 330.8 i
Grand Total, Including e
Scor ekeeping Adjustments, 72,928.8|74,064.4(74,305.9(74,661.0
Excluding Emergency Spending
Grand Total, Including CBO o
Scorekeeping Adjustmentsand | 73,621.8(74,064.4174,305.9|74,661.0
Emergency Spending

NA = Not yet available from the House Appropriations Committee

Anitemwith asingle asterisk (*) representsthetotal amount of direct and guaranteed loansthat can
be made given the requested or appropriated loan subsidy level. Only the subsidy level isincluded
in the totals.
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*** = Action Pending

(1) FY2002 enacted levels include amounts appropriated in the regular FY2002 agriculture
appropriations act for USDA and related agencies (P.L. 107-76), the $535 million in emergency
supplemental funding in P.L. 107-117, and the $158 million in net non-contingent appropriations
(after $44 million in rescissions) madein P.L. 107-206.

(2) Agency totals do not include the cost of the Administration’s legisative proposal to require all
federal agencies to pay the full share of accruing employee pensions and annuitant health benefits
beginning in FY 2003. However, the CBO-estimated cost of this proposal ($368 million in FY 2003
for USDA, FDA, and CFTC) isincluded at the end of the tablein the scorekeeping adjustments of the
FY 2003 request.

(3) The Administration’ srequest assumesenactment of new inspection and licensing user feestotaling
$29 million.

(4) Under current law, the Commodity Credit Corporation and the Federal Crop Insurance Fund each
receiveannually anindefiniteappropriation (“such sums, asmay be necessary”). Theamounts shown
for both FY 2002 and FY 2003 are USDA estimates of the necessary appropriations.

(5) Includes an adopted $3.3 million rescission in the FY 2002 enacted level.

(6) Among ather FY 2002 provisions, includes $75 million in apple market loss assistance, and an
extension of the authority for the dairy price support program for 5 months (scored by CBO at $15
million).

(7) Scorekeeping adjustmentsreflect the savingsor cost of provisionsthat affect mandatory programs,
plus the permanent annual appropriation made to USDA'’s Section 32 program. The cost of the
Administration proposal to require all federal agencies to pay the full share of current employee
pensions and annuitant health costsis also included in the scorekeeping adjustments of the FY 2003
Administration request.

Sour ce: Based on spreadsheets provided by the House Appropriations Committee
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