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Appropriations are one part of a complex federal budget process that includes budget
resolutions, appropriations (regular, supplemental, and continuing) bills, rescissions, and
budget reconciliation bills. The process begins with the President’ s budget request and is
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
year. It is designed to supplement the information provided by the House and Senate
Appropriations Subcommittees on Energy and Water. It summarizesthe current legislative
statusof thebill, its scope, major issues, funding levels, and related | egislative activity. The
report lists the key CRS staff relevant to the issues covered and related CRS products.

NOTE: A Web version of thisdocument with activelinksis
available to congressional staff at:
[http://www.crs.gov/products/appropriations/apppage.sht
ml].



Appropriations for FY2004:
Energy and Water Development

Summary

The Energy and Water Development appropriations bill includes funding for
civil worksprojectsof the Army Corpsof Engineers, the Department of thelnterior’s
Bureau of Reclamation (BOR), most of the Department of Energy (DOE), and a
number of independent agencies. The Bush Administration requested $26.94 billion
for these programs for FY 2004 compared with $26.14 billion appropriated for
FY2003. OnJuly 18 the House passed a bill, H.R. 2754, containing appropriations
of $27.08 hillion. On September 16 the Senate passed its version of H.R. 2754,
funding energy and water development programs at $27.3 billion.

Key issuesinvolving Energy and Water Devel opment appropriations programs
include:

v Funding and progress of Corps projects not considered priorities by
the Administration;

1 Legidative proposals to expand the Corps use of the Harbor
Maintenance Trust Fund and the Inland Waterway Trust Fund;

1 Funding for major water/ecosystem restoration initiatives such as
Florida Everglades and California“Bay-Delta’;

v Fundingfor the proposed national nuclear wasterepository at Y ucca
Mountain, Nevada;

v Funding for devel oping anew nuclear warhead, the Robust Nuclear
Earth Penetrator; and,

1 DOE’s“Nuclear Power 2010" initiative, to “identify the technical,
institutional and regulatory barriers to the deployment of new
nuclear power plants by 2010.”

Thisreport will be updated as events warrant.
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Appropriations for FY2004.
Energy and Water Development

Most Recent Developments

TheBush Administration’ s FY 2004 budget request, released February 3, 2003,
would fund Energy and Water Development Programs at $26.94 billion. The
FY 2003 Consolidated Appropriations Resolution (H.J.Res. 2, P.L. 108-7) and the
Emergency Wartime Supplemental Appropriations Act, 2003 (P.L. 108-11) funded
these programs at $26.14 billion. On July 15 the House A ppropriations Committee
reported abill (H.R. 2754) containing FY 2004 appropriations of $27.08 billion, and
the House passed the bill with the same funding on July 18. The Senate passed a
$27.3 billion version of H.R. 2754 September 16.

Status

Table 1. Status of Energy and Water Development Appropriations, FY2004

Subcommittee Conference
Markup House [ House | Senate | Senate | Conf. | Report Approval | Public
Report | Passage | Report | Passage | Report Law

House | Senate House | Senate

7/8/03 | 7/17/03 |108-212| 7/18/03 | 108-105| 9/16/03

Overview

The Energy and Water Development bill includes funding for civil works
projects of the Army Corps of Engineers, the Department of the Interior’ s Bureau of
Reclamation (BOR), most of the Department of Energy (DOE), and a number of
independent agencies, including the Nuclear Regulatory Commission (NRC) and the
Appalachian Regional Commission (ARC). TheBush Administration’ srequest was
$26.940 billion for these programs for FY 2004, compared with $26.138 billion
appropriated for FY2003. The House Appropriations Committee recommended
$27.080 billion for FY2004 (H.R. 2754), and the bill passed the House with that
amount July 18. The Senatehill, S. 1424, reported out by the Senate Appropriations
Committee July 17, contained funding of $27.313 billion, and the Senate
incorporated that bill initsversion of H.R. 2754 with anumber of noncontroversial
amendments on September 16.
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For the Corps of Engineers in FY 2004, the Administration requested $4.19
billion, amost 10% ($445 million) less than the amount appropriated for FY 2003.
The House hill includes $4.48 billion, the Senate Appropriations Committee hill
recommended $4.427 billion. This funding was increased to $4.491 billion on the
Senate floor. The Administration’ s request focuses funding on construction projects
that will be completed in FY 2004 and eight projects considered priorities by the
Administration, including the Florida Everglades.

The Administration asked for $885 million for FY 2004 for the Department of
the Interior programs included in the Energy and Water Development bill — the
Bureau of Reclamation and the Central Utah Project. Thiswould be a decrease of
$45 million from the FY 2003 funding level. The House hill contains $916 million;
the Senate bill $949 million.

The FY 2004 request for DOE programs in the bill is $21.689 billion, about
$1.32 billion morethan the previousyear. Themajor activitiesin the DOE budget are
energy research and development, general science, environmental cleanup, and
nuclear weapons programs. The House bill fundsthese programsat $21.542 billion.
The Senate bill includes $22.148 billion. (Funding of DOE’s programs for fossil
fuels, energy efficiency, and energy statisticsisincluded in the Interior and Related
Agencies appropriations bill. The FY2004 net appropriations request for these
programsis $1.7 billion.)

Therequest for funding the independent agenciesin Title IV of the bill is$148
million, compared with $207 million in FY2003. The House bill contains $138
million; the Senate bill includes $230 million for FY 2004.

Table2includesbudget total sfor energy and water devel opment appropriations
enacted for FY 1997 to FY 2003 and the Administration’s request for FY 2004.

Table 2. Energy and Water Development Appropriations,
FY1997 to FY2004
(budget authority in billions of current dollars®)

FY97 | Fyos | Fy99 | Fyoo | Fvo1 | Fyo2 | FYo3 | Fro4
(Req.)
200 | 21.2 21.2 21.2 23.9 25.2 26.1 26.9

2These figures represent current dollars, exclude permanent budget authorities, and reflect
rescissions.

Tables 3-10 provide budget details for Title | (Corps of Engineers), Title Il
(Department of the Interior), Title Il (Department of Energy) and Title IV
(independent agencies) for FY 2003 - FY 2004.
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Title I: Corps of Engineers

The President’s request for FY 2004 for the civil works program of the U.S.
Army Corps of Engineers is $4.19 hillion, a decrease of $445 million from the
FY 2003 appropriation. The House bill includes $4.5 billion for FY 2004, adecrease
of $156 million from the amount enacted for FY2003. The Senate passed an

appropriations bill of almost $4.5 billion.

Table 3. Energy and Water Development Appropriations

Title I. Corps of Engineers

($ millions)
Program FY2003 | FY2004 House Senate Conf.

Request | H.R. 2754 | H.R.2754
Investigations and
Planning 134.1 100.0 117.8 131.7
Construction 1,744.6 1,350.0 1,6429( 1,538.0
Flood Control,
Mississippi River 342.3 280.0 301.1 329.0
Operation and
Maintenance 1,966.6% 1,939.0 19325 2,014.0
Regulatory 138.1 144.0 144.0 139.0
General Expenses 154.1 171.0 164.0 160.0
FUSRAP 144.1 140.0 140.0 140.0
Flood Control and
Coastal Emergencies 14.9 70.0 40.0 40.0
Total 4,638.8% 41940 4,4823( 4,491.7

2 Includes $39 million appropriated in Emergency Wartime Supplemental Appropriations
Act, 2003, P. L. 108-11.
b “Formerly Utilized Sites Remedial Action Program”

ThePresident’s budget request would limit funding for the planning and design
of new projects; however, it would fully fund all projects whose construction could
be completed in FY2004, and provides substantial funding for eight projects
considered by the Administrationto bepriorities. The Administration’ sbudget would
provide some support for 140 other projects, but construction would proceed more
slowly than originally planned because these projects are not fully funded.! The

! The President’ s request for FY 2004 did not cut funding for beach nourishment activities
(the placement of sand on beaches either as a means of dredging-spoil disposal or as an
effort to artificially widen beaches), a change from past submissions by both Democratic
and Republican Administrations. (See CRSReport IB10120 Army Cor psof EngineersCivil
Works Program: Issues for Congress for more information.)
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Administration’s request includes funding to complete design of 22 proposed
projects, while deferring work on all other design efforts.

The House bill maintains many of the characteristics of the President’ s budget.
Dueto concerns over the Corps backlog of maintenance and construction activities,
no new studies are funded and construction is focused on projects that can be
completed or arepriorities. The House A ppropriations Committee chose not to fund
projects that were not previously authorized.

The Senate passed abill that surpassesthe President’ sbudget request by funding
a limited number of study starts; however, it does not fund any new construction
starts because of the constrained budget allocation. The committee, instead, used its
resources to avoid the breaching of project contacts.

The President’s request provided no funds for studies and “environmental
infrastructure” projects in the following non-traditional mission areas. wastewater
treatment, irrigation water supply, and municipal and industrial water supply
treatment and distribution. By not seeking funding for these activities, the
Administration was again showing itsinterest in focusing available federal funding
on navigation, flood control, storm damage reduction, and ecosystem restoration
projects. Both the House and Senate Appropriations Committees recommended
some funding for environmental infrastructure projects.

Of the $1.9 billion for the operation and maintenance (O& M) account requested
by the President, $104 million is planned for protecting facilities from terrorist
attack. Of the $104 million requested, $91 million is for protecting the projects
normally funded from the O&M account. The remaining $13 million for this O& M
account would be spent to protect administration buildings and facilities; projects
from the Flood Control, Mississippi River, and Tributaries account; and the
Washington Aqueduct drinking water plant that serves the District of Columbia
The House and Senate passed $1.9 billion and $2.0 billion, respectively, for the
O&M account. The Senate’ s appropriation reflects a Senate Amendment (S.Amdit.
1723) that added to the account $65 million for weather-related damages and work
at Corpsfacilities.

ThePresident’ sAdministration’ s$70 million request for the Flood Control and
Coastal Emergenciesaccount wassignificantly higher than the FY 2003 appropriation
of $15 million and the FY 2003 request for $20.2 million. Theactual expenditurefor
activities under this account in previous years has averaged $70 million, with much
of the funding being provided through supplemental appropriations. This account
finances response and recovery activities for flood and storm events, preparedness
for these events, and the Corps’ support of the Federal Emergency Management
Agency (FEMA) through the Federal Response Plan. Because thisis an emergency
management program, annual costs vary significantly based on actual events and/or
changing missions. According to testimony by the Acting Assistant Secretary of the
Army for Civil Works, the requested amount of $70 million ensures sufficient funds
to respond to flood and storm emergencies and reduces the likelihood of having to
borrow from other accounts or needing to seek emergency supplemental
appropriations for recovery efforts. The House and Senate Appropriations
Committee recommend $40 million for these emergency activities.
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Key Policy Issues — Corps of Engineers

Funding Level. Funding for the Corps' civil works program has often been
a contentious issue between the Administration and Congress, with final
appropriationstypically providing more funding than requested, regardless of which
political party controls the White House and Congress. For FY 2001, for example,
Congress added $480 million (12%) to the $4.08 billion requested by the Clinton
Administration. Similarly, the FY 2002 House bill funded the Corps at almost 15%
more than requested by the Bush Administration, and the final act appropriated
slightly morethanthat. The FY 2003 appropriation followed suit; it was $466 million
(11%) abovetherequested amount. The FY 2004 budget request proposed a10% cut
from current spending. SomeMembersof Congressexpressed their displeasurewith
the Administration’s proposed cuts for the Corps at FY 2004 budget hearings in
February and March 2003. The House bill (H.R. 2754) restored $288 million to the
program. The Senate passed hill restored $298 million.

Savings and Slippage and Reprogramming. Since al work will not be
accomplished as planned, appropriationsfor the Corpsincludeareductionfor Saving
and Sippage (S&S) to account for the slip of spending on projects due to delays
caused by weather, non-federal sponsor financing, or a decision not to proceed —
or to account for savings from a project costing less than estimated. The
Administration proposes an S& S rate for the various accounts in the Corps budget
in its budget estimate; Congress can maintain or modify the S& S rate during the
appropriations process. Congress has since FY 2002 increased the S& S rates from
the rates proposed by the Administration for the General Investigations and the
Construction accounts. For example, the House and Senate versions of the
appropriations bill for FY 2004 propose an S& S rate of 11% and 14%, respectively,
compared to the Administration’ s requested rate of 8%. The enacted S& Srates are
normally applied across the board to al projects in an account, except for those
activitiesspecifically set forthin act language. Over the course of thefiscal year, the
Corps reprograms funds within an account from the projects that are not proceeding
asplanned to thosethat are moving forward. S& Sratesthat exceed the actual saving
and slippage experienced could contribute to available appropriations constraining
the progress of projects.

There is no statutory language permitting or prohibiting reprogramming;
however, Congress has provided specific guidance with regard to reprogramming of
the construction account in report language. The Senate report (S.Rept.108-05)
includes language under the Expenditure Rates section that indi cates di ssatisfaction
withthe Corps’ use of reprogrammed fundsto execute construction projectsat arate
that outpaces the appropriated amount.?

Trust Fund Proposals. TheAdministrationincludedinitsrequest legislative
proposals to fund more activities from several trust funds. The Administration
proposed that for FY 2004 these changes be made through the appropriations process.

2The Corps policies on reprogramming are outlined in its Engineer Regulation Civil Works
Activities - Funding, Work Allowances, and Reprogramming (ER 11-2-201) available at:
[http://www.usace.army.mil/publications/eng-regs/er11-2-201/entire.pdf].
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The two trust funds — the Inland Waterway Trust Fund (IWTF) and the Harbor
Maintenance Trust Fund (HMTF) — have built up substantial unused balances in
recent years, causing concern about why the funds were not being put to use and
leading to interest in expanding their use to decrease the federal monies spent on
inland waterways and harbors. Both the House and Senate Appropriations
Committees dismissed the proposals related to the HMTF and the IWTF.

Proposed “Reforms” of Corps Processes and Procedures. During
the 107th Congress, the Corps came under criticism for the way it evaluates and
undertakes projects. Although the issue received mediaattention, it was not directly
addressed through legidlation. Numerous bills proposing changes to the project
development and authorization process wereintroduced (e.g., seeH.R. 1310 and S.
1987); however, no action was taken. (For more information, see CRS Report
RL 30928, Army Cor ps of Engineers: ReformIssuesfor the 107th Congress.) Some
Corpsreform measures have been added that may be addressed during consideration
of the next Water Resources Development Act (WRDA, e.g., H.R. 2557), aseparate
bill (e.g., HR. 2566), or the FY 2004 Energy and Water Development Appropriations
bill. (See CRSIssueBrief 1IB10120, Army Cor psof EngineersCivil WorksProgram:
Issues for Congress, for more information.)

Corpsofficialsgavetestimony at FY 2004 budget hearings, and at aMarch 2003
hearing of the Subcommittee on Water Resources and Environment of the House
Committee on Transportation and Infrastructure, on how the agency is
“transforming” itself inresponsetothesecriticisms. Inthistestimony, Corpsofficials
defended the integrity of the agency’ sreview process and detailed efforts to further
strengthen it, including the use of independent peer review panelsfor afew complex
projects.® The Administration’s FY 2004 budget request included $3 million for a
peer review panel to examine selected projects and $2 million for ex post facto
studies of 15 to 25 completed projects to compare the estimated and actual project
costs and benefits.

Missouri River Management. Drought in the Missouri River basin has
contributed to an ongoing debate on the operations of the basin’sdams. This debate
raises some fundamental question about water resources management in the nation,
such aswhether someriver uses should take precedence over othersandif the current
institutional arrangementsfor river management need to be reconsidered. (See CRS
Issue Brief 1B10120, Army Corps of Engineers Civil Works Program: Issues for
Congress, for more information.)

Missouri River management has been raised numerous times during the
appropriations process in recent years. An amendment offered by Senator Bond to
the omnibus appropriations bill for FY 2003 failed. It would have prohibited the Fish

3 LesBrownlee (Acting Assistant Secretary of the Army) and Lieutenant General Robert B.
Flowers (Chief of Engineers) provided testimony before the Subcommittee on Energy and
Water Devel opment of the Senate Committee on Appropriations on March 5, 2003, before
the Subcommittee on Energy and Water Development of the House Committee on
Appropriations on March 26, 2003, and the Subcommittee on Water Resources and
Environment of the House Committee on Transportation and Infrastructure on February 27,
2003.
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and Wildlife Service from both requiring a steady release flow and preventing the
Corps from relocating bird nests along the Missouri River’s banks. In the FY 2002
Energy and Water appropriationshill after extended debatein both the Houseand the
Senate, 8116 included Senatelanguagethat prohibited the use of funds*to accelerate
the schedul eto finalize the Record of Decision for therevision of the Missouri River
Master Water Control Manual and any associated changes to the Missouri River
Annual Operating Plan.” Theamended provision also directed the Corpsto consider
views of other federal and non-federal agencies and individuals*to ensurethat other
congressionally authorized purposes are maintained” in addition to endangered
Speciesprotection. The provision represented atemporary compromiseof anongoing
issue that had led President Clinton to veto the Energy and Water Development
appropriations bill for FY 2001.

Everglades. A significant addition to the Corps mission in recent yearsis
its growing role in large environmental restoration programs, raising concerns that
funding for these programs could displace the funding for other water resources
development activities. (See CRS Report 1B10120 Army Corps of Engineers Civil
Works Program: Issues for Congress for more information.) The Corps plays a
significant coordination role in the restoration of the Central and Southern Florida
ecosystem. The Corps is particularly involved in the planning, construction, and
operation of facilitiesunder the Comprehensive Everglades Restoration Plan (CERP)
that was authorized by Title VI of WRDA 2000. The annual Energy and Water
Development Appropriations bill provides funding for the Corps' participation in
these efforts.* During 2003, the quality of water entering the Everglades has
received much attention because of the passage of a state law in Florida that may
affect phosphorous mitigation deadlines and goals. (See CRS Issue Brief 1B10120,
Army Corps of Engineers Civil Works Program: Issues for Congress, for more
information.)

The President’s request for FY 2004 included a total of $145 million for the
Corps' construction projects in the region, compared to $151 million appropriated
for FY 2003. The FY 2004 request for the Kissimmee River restoration project and the
Everglades and South Florida ecosystem restoration project was $17.7 million and
$14.8 million, respectively. For the Central and Southern Florida project, the
Administration requested $112.5 million (which included $39.0 million for CERP
activities).

The House bill provided the full amount requested for all three Everglades
projects. However, thelanguagein H.R. 2754 conditionsavailability of thefundsfor
the preservation and restoration of the Everglades on a certification by the Secretary
of theArmy.> Fundsareavailableexcept if various measures are not satisfied, e.g.,

4 Everglades restoration also receives funding through the Department of the Interior
Appropriationshills. (See CRS Report RL 31806, Appropriationsfor FY2003: Interior and
Related Agencies).

® The hill language differs somewhat from languagein H.Rept. 108-212. Thereport states:
“ The Committee has, therefore, included language in the bill which will allow funds
appropriated for Evergladesrestoration to be freed for other worthwhile usesif non-federal

(continued...)
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funds are available unless the Secretary certifies that the water entering the
Loxahatchee National Wildlife Refuge and the Everglades National Park does not
meet specific water quality requirements.

The Senate Appropriations Committee provided the amount requested by the
President for the Kissimmee River project and the Everglades and South Florida
Ecosystem Restoration project. In the Senate version of H.R. 2754, the Committee
stated that fundsfor the Evergladesand South Florida Ecosystem Restoration project
werenot availableunlessthe Administrator of the Environmental Protection Agency
certified that the funded activities meet certain water quality and phosphorous
standards. The Committeeprovided $90 millionfor the Central and Southern Florida
project, instead of the $112.5 requested. Ninety million was the same amount that
the Committee recommended for FY 2003 and that was enacted eventually enacted.
In S.Rept. 107-220, the Committee explained that the reduction for FY 2003 resulted
from questions rai sed about restoration implementation, specifically concernsthat it
was too heavily weighted in favor of commercial development of water supplies.

® (...continued)
participants do not meet the agreed-upon responsibilities under the governing consent
decree.”
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Title Il: Department of the Interior

For the Department of the Interior, the Energy and Water Development hill
providesfunding for the Bureau of Reclamation (BOR) and the Central Utah Project

Completion Account.

Table 4. Energy and Water Development Appropriations
Title Il: Central Utah Project Completion Account
(in millions of dollars)

Program FY 2004 House Senate
FY2003 | Request | H.R. 2754 | H.R.2754| Conf.

Central Utah project

construction 235 28.8 27.1 27.1
Mitigation and conservation

activities 11.2 9.4 9.4 9.4
Oversight & Administration 13 - 17 1.7

Total, Central Utah Project 36.0 38.2 38.2 38.2

Columns may not total because of rounding.

Table 5. Energy and Water Development Appropriations
Title II: Bureau of Reclamation
(in millions of dollars)

House
Program FY 2004 H.R. Senate
FY2003 | Request 2754 H.R.2754 | Conf.

Water and Related Resources 832.2% 771.2 817.9 859.5
L oan Program Account — 0.2 0.2 0.2
Policy & Admin. 54.5 56.5 56.5 54.4
Central Valley Project

Restoration Fund 48.6 39.6 39.6 39.6
Cdlifornia Bay-Delta

(CALFED) - 15.0 - -
Working Capital Fund

(rescission) — — (4.5) (4.5)
Gross Current Authority 936.3 878.0 908.7 949.2°
CV Project Collections® (40.0) (31.0) (31.0) (38.9)
Net Current Authority 894.3 847.2 877.7 910.3°

2 Includes $25 million appropriated in Emergency Wartime Supplemental Appropriations

Act, 2003, P. L. 108-11.

®Initsrequest, the Bureau liststhisas an “offset.” (Figuresmay not total dueto rounding.)
°Total may be $2.1 million greater, depending on how the hill is ultimately scored.
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Bureau of Reclamation Budget In Brief

For FY 2004, the President requested $38.2 million for the Central Utah Project
Completion Account, an increase of $2 million over the FY 2003 enacted amount.
The Senate Appropriations Committee recommended $38.2 million which is
equivalent to the FY 2004 request. The House bill also includes $38.2 million. The
FY 2004 request for BOR total s $878 millionin grosscurrent budget authority.® This
amount isan increase of $23.1 million from theamended FY 2003 request (according
to BOR), or $33.1 million according to congressional sources,” and i s approximately
$33.3 million lessthan enacted for FY 2003 in P.L. 108-7. The Bureau has received
an additional $25 million in supplemental appropriations for FY 2003 for homeland
security purposes (P.L. 108-11).

The House-passed hill for FY04 (H.R. 2754) includes $908.7 million for the
BOR, an increase of $31.7 million above the FY 2004 requested amount and a
decrease of $26.6 million from the FY 2003 enacted level. The Senate bill includes
$949.2 million, $13.2 above the FY 2003 enacted level and $71.5 million above the
FY 2004 requested amount.

Included in the $878 million BOR request is $863 million in current
appropriationsfor agency water resources management activitiesand $15 millionfor
the California Bay-Delta Restoration Account (CALFED). The House bill includes
an increase of $51.2 million above the requested amount for water resources
management activities and no funds for the CALFED account; whereas the Senate
bill includesanincrease of $86.8 million over the requested amount and no fundsfor
CALFED. TheFY 2004 request as presented includesa$30.8 million “ offset” for the
Central Valley Project (CVP) Restoration Fund, yieldinga“net” current authority of
$847.2 million for BOR.

BOR’ssingle largest account, Water and Related Resources, encompasses the
agency’ s traditional programs and projects, including operations and maintenance,
the Dam Safety Program, Water and Energy M anagement Devel opment, and Fishand
Wildlife Management and Development, among others. BOR requested $771.2
millionfor thisaccount for FY 2004, $37 million lessthan appropriatedinP.L. 108-7.
The House hill includes $817.9 million for Water and Related Resources, $46.7
million abovethe FY 2004 request and $9.7 million abovethe FY 2003 enacted level.
The Senate bill includes $859.5 million, $88.3 million above the FY 2004 requested
level and $27.3 above the FY 2003 enacted level.

® The BOR budget also includes several permanent appropriations, which when added tothe
agency’s net current authority results in a grand total of $927.7 million requested and
projected for BOR operations for FY 2004.

" The BOR budget j ustifications document for FY 2004 shows arequested increase of $23.1
million in gross budget authority, while tables accompanying the conference report on
H.J.Res. 2 (consolidated appropriations for FY 2003) yield an increase of $33.1 million.
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Key Policy Issues — Bureau of Reclamation

Background. Most of the large dams and water diversion structures in the
West were built by, or with the assistance of, the Bureau of Reclamation (BOR).
Whereas the Corps built hundreds of flood control and navigation projects, BOR’'s
mission was to devel op water supplies, primarily for irrigation to reclaim arid lands
in the West. Today, BOR manages hundreds of dams and diversion projects,
including 348 storage reservoirsin 17 western states. These projects provide water
to approximately 10 million acres of farmland and 31 million people. BOR isthe
largest supplier of water in the 17 western states and the second largest hydroelectric
power producer inthe nation. BOR facilities also provide substantial flood control,
recreation, and fish and wildlife benefits. At the same time, operations of BOR
facilities are often controversial, particularly for their effect on sensitive fish and
wildlife species and conflicts among competing water users.

CALFED. Funds have not been appropriated for the California Bay-Delta
Restoration Account (Bay-Delta, or CALFED) since FY 2000, whentheauthorization
for appropriations expired. However, fundswere provided for FY 2002 and FY 2003
for activitiesthat support the CALFED program. The Administration hasrequested
$15 million for thisaccount for FY 2004. The House Appropriations Committee and
the Senate Appropriations Committee recommended that no funds be appropriated
for CALFED, since the program has not been authorized for appropriations. (For
more information on CALFED, see CRS Report RL31975, CALFED Bay-Delta
Program: Overview of Ingtitutional and Water Use Issues.) However, 8208 of the
Senate-passed bill permanently authorizes the Secretary to undertake feasibility
studies for Sites Reservoir, Los Vagueros Reservoir Enlargement, and Upper San
Joaquin Storage projects. These projects are related to the water supply and water
management functions of the CALFED program.

The fina FY2003 appropriation for BOR provided $23 million for CVP
activities that support the goals of the CALFED program within the Water and
Related Resources Account. Several specific activities were identified in the
conference agreement, including $1.75 million for investigations of storage
opportunities in the Upper San Joaquin watershed (Friant Division); $9 million for
the Environmental Water Account (under Miscellaneous Project Programs); $1.5
million to continue planning activities related to the Sites Reservoir (Sacramento
River Division); and $2.5millionfor evaluation of potential impactsof raising Shasta
Dam (ShastaDivision). Division D, Section 215, of the bill specifically authorized
the Secretary, “in carrying out CALFED-related activities,” to begin feasibility
studies for Sites Reservoir, enlargement of Los Vaqueros Reservoir, and an Upper
San Joaguin Storage project.

Security. BOR requested $28.6 million for continued heightened safety and
security efforts at BOR facilities. The bulk of the request is for facility
operations/security. Funding covers such activities as administration of the security
program, periodic security reviews, and employee training and awareness. An
additional $1 millionisbeing requested for national security cyber systems, under the
category of Critical Infrastructure Protection. (For more information on terrorism
and security issues involving the water infrastructure sector, see CRS Report
RS21026, Terrorism and Security Issues Facing the Water Infrastructure Sector.)
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The BOR received an additional $25 million for homeland security expensesin P.L.
108-11.

Sumner-Peck Settlement. The federal government and the Westlands
Water District, which receives CV Pwater, settled along-standing lawsuit December
10, 2002. The lawsuit concerned the effects of irrigation water buildup beneath
private land and the government’ s obligation to provideirrigation drainage service.
The drainage problem has been an ongoing problem within the San Luis Unit of the
CVP, where toxins such as selenium have built up in the soil and rendered land
unsuitable for farming. The $107 million settlement (federal share) has been quite
controversial both for its initial sum and potential for additional suits from other
nearby landowners, aswell asfor the specific terms of the agreement and how it will
bepaid. Whiletheland will beretired from farming, Westlandswill hold titleto the
land and water rights, the plaintiffsreserveval uable commodity base acreage, and the
federal government receives certain easements and covenants guaranteeing the land
will not be used again for farming. A proposal to pay for the first installment of the
settlement using appropriated funds from the Energy and Water annual
appropriationsbill wasblocked by aprovisioninthe FY 2003 omnibus appropriations
bill (8212, Division D of P.L. 108-7), on the groundsthat it would reduce funding for
other programs. The action caused the Justice Department to reverse its earlier
stance and allow the first $34 million to be paid from the federal government
Judgment Fund. However, it is not clear how future settlement payments will be
made. The House-passed bill does not include funds for the settlement payment,
which is noted in report language. The Senate bill also does not appear to include
funds for this purpose.

Yuma Desalting Plant. Both the House report (H.Rept.108-212) and the
Senate report (S.Rept.108-105) include language on expediting modificationsto the
Y umaDesalting Plant on the Colorado River near theU.S.-Mexico border. Theplant
was built in order to treat saline agriculture water before it entered the Colorado
River; the plant has not been operated sinceits completionin the early 1990s because
of technical problemsand high operational costs. Interest in operating the plant and
using the treated water toward the U.S. treaty obligations hasincreased recently due
to the region’s drought condition, which has reduced storage levels in Colorado
River reservoirs, and the growing competition for limited water resources.

The House report language directs the Bureau to expedite the modificationsto
the desalting plant and related permitting and environmental compliance activities,
whilethe Senate urgesthe Bureau to expedite these same measures. Thesemeasures
arecontroversial becausethey would constitutethe preliminary stepsin preparing the
desalting plant for full operationa capacity, which is expected to take 36 to 48
months at a cost of $24 to $28 million. Preparing the plant for full operational
capacity has some environmental advocacy groupsin the United States and Mexico
concerned because the saline agricultural water that is currently diverted around the
desalting plant is discharged into the Cienega de Santa Clara wetlands in Mexico.
Thisdiverted water supports 11,000 acres of wetlandsthat are aprotected biosphere
by the M exican government and provide habitat for species designated asthreatened
and endangered by the U.S. and Mexican governments. The water diverted to these
wetlands does not currently count toward the Colorado River water that the United
States is required to deliver to Mexico under a 1944 treaty. Operating the plant is
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being pursued as one option to meet treaty demands; other options, such asthe short-
term lease of water rights, are also being studied.
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Title lll: Department of Energy

The Energy and Water Development bill includes funding for most of DOE’s
programs. Major DOE activities in the bill include research and development on
renewable energy and nuclear power, general science, environmental cleanup, and
nuclear weaponsprograms. The Administration’ sFY 2004 request for DOE programs
inthe Energy and Water Development bill is$21.67 billion, about $780 million more
than the amount appropriated for FY 2003. The Housebill would appropriate $21.54
billion. The Senatebill includes$22.15 billion. (TheFY 2004 appropriationsrequest
for DOE’s programs for fossil fuels, energy efficiency, the Strategic Petroleum
Reserve, and energy statistics, included in the Interior and Related Agencies
appropriations bill, is $1.7 billion.)

Table 6. Energy and Water Development Appropriations
Title Ill: Department of Energy

($ millions)
Program FY2003 | FY2004 House Senate | Conf.
Request | H.R. 2754 | H.R.2754
Energy Supply R&D
Solar and Renewable 419.5 444.2 330.1 358.4
Nuclear Energy 260.0 277.1° 268.0° 437.4°
Environment, Safety, Health 22.6 30.0 24.0 22.4
Adjustments (5.2) (3.0 (8.0) (16.0)
Total, Energy Supply 696.9 748.3 691.5 920.4
Non-Defense Environmental 213.6 — - -
M anagement
Non-Defense Site Acceleration - 170.9 170.9 171.9
Completion®
Non-Defense Environmental - 2021 320.5 302.1
Services’
Uranium Facilities 453.4 — - -
Maintenance & Remediation
Uranium Decontamination and - 4181 3920 396.1
Decommissioning Fund® (442.0)| (452.0)| (452.0) (452.0)
General Science
High Energy Physics 722.3 738.0 748.0 738.0
Nuclear Physics 381.9 389.4 399.4 389.4
Basic Energy Sciences 1,023.3 1,008.6 1,016.6| 1,008.6
Bio. & Env. R&D 506.7 499.5 562.0 534.0
Fusion 248.3 257.3 268.1 257.3
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Program FY2003 | FYZ2004 House Senate Conf.
Request | H.R. 2754 | H.R.2754
Advanced Scientific Computing 168.5 173.5 213.5 183.5
Other 234.7 249.0 278.0 254.0
Adjustments (13.4) (4.4) (5.4) (4.4)
Total, General Science 3,272.3° 3,310.9 3,480.2( 3,360.4
National Nuclear Security Administration (NNSA)
Weapons 5,981.42 6,378.0 6,117.6( 6,473.8
Nuclear Nonproliferation 1,168.8 2 1,340.2 1,280.2 1,340.2
Naval Reactors 702.2 768.4 768.4 768.4
Office of Administrator 325.1 348.0 342.0 338.0
Total, NNSA 8,177.6 8834.6] 85082 89204
Defense Environmental M anagement
Environ. Restoration 543482 - - -
Defense Facilities Closure
Projects 1,130.9 — — —
Environ. Restoration
Privatization 158.4 — — —
Defense Site Accel. Completion® — 5,814.6 5,758.3| 5,770.7
Defense Environmental
Services® — 995.2 990.2 987.7
Total, Defense Env. Man. 6,723.1 6,809.8 6,7485( 6,758.4
Other Defense Activities 515.72 636.2 666.5 ° 492.2°¢
Defense Nuclear Waste 313.0 430.0 430.0 285.0
Total, Defense Activities 15,729.3 16,635.5| 16,278.2 16,456.0
Departmental Admin. (net) 85.3 179.6 101.3 162.9
Office of I nspector General 37.4 39.5 39.5 39.5
Power Marketing Administrations (PMA’S)
Southeastern 4.5 5.1 5.1 5.1
Southwestern 27.2 28.6 28.6 28.6
Western 167.8 171.0 171.0 178.0
(22.0) (22.0) (22.0) (24.0)
Facon & Armistad O&M 2.7 2.6 2.6 2.6
Total, PMA’s 202.3 207.3 207.3 214.3
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Program FY2003 | FYZ2004 House Senate Conf.
Request | H.R. 2754 | H.R.2754
FERC 192.0 1994 192.0 1994
(revenues) (192.0) (199.4) (192.0) (199.4)
Civilian Nuclear Waste 144.1 161.0 335.0 140.0
Total, Titlell1 20,370.4 21,689.4| 21,5423 22,148.2

#Includes funding appropriated in the Emergency Wartime Supplemental Appropriations Act, 2003, P. L.
108-11.

®New program structures proposed for FY2004. See “Environmental Management” section, below.

¢ Budget Request and House hill transfers programs funded at $113.4 million from Energy Supply—Nuclear
Energy to Other Defense Activities. Senate AppropriationsCommitteebill doesnot transfer these programs.

Key Policy Issues — Department of Energy

Renewable Energy. The Administration’ sFY 2004 budget request for DOE
findsthat hydrogen energy isthe* most promising long-term revol ution in energy use
that can help the nation liberate itself from dependence on imported oil.” Thus, the
request for DOE’s Renewable Energy Program says that its aim is to “accelerate
progress’ and make hydrogen technologies* cleaner, safer, and lower incost.” Also,
it stressesthat the Administration’ s proposed National Climate Change Technology
Initiative will create “competitive solicitations’ in applied research that aims to
reduce greenhouse gas emissions and will “complement” existing R&D programs.

More specifically, therequest for the Renewable Energy Program under DOE’s
Office of Energy Efficiency and Renewable Energy (EERE) seeks $444.2 million
(including $72.9 million for Electric/Storage and $4.0 million for the Production
Incentive), which is $24.7 million more than the FY 2003 appropriation of $419.5
million (including $84.4 millionfor Electric/Storage). Itincludes$48.3 million more
for Hydrogen (as part of the President’ s Hydrogen Fuel Initiative) and $15.0 million
more for a National Climate Change Technology Initiative. It would terminate the
Concentrating Solar Power Program and cut the Biomass and Biorefinery Program
(whichthe FY 2003 appropriationshill, P.L. 108-7, formed by combining theformer
biofuels and biopower subprograms) by $19.7 million. The request presents a new
budget structure that follows from a major reorganization of the EERE Office.

TheHouse bill includes $330.1 million for the Renewable Energy Program and
$77.4millionfor anew Office of Electricity Transmission and Distribution (OETD)
that replaces the former Electric/Storage sub-program. Under the House bill’s
structure, the total for the Renewable Energy Program is $4.9 million less than the
FY 2003 appropriation. Thisincludes$19.7 millionlessfor Biomass/Biofuels, $14.7
millionlessfor Solar Energy, $4.3 million lessfor Geothermal, and $3.7 million less
for Program Direction. Partially offsetting these cuts, thereis$28.2 million morefor
Hydrogen and $3.6 million more for Facilities & Infrastructure. Further, the
Committee seeks $7.1 million less for OETD.
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Also, the House bill is $41.2 million, or 11%, less than the request. This
includes $20.0 million less for Hydrogen, $15.0 million less (zero funding) for the
National Climate Change Technology Initiative, and $4.3 million less for Program
Direction. Partially offsetting these cuts, thereis $4.2 million more for Facilities &
Infrastructure.

The Senate bill recommends $358 million for Renewable Energy Technologies
and $100 million for OETD. Included is $75 million for biomass/biofuels and $90
million for solar energy. Three floor amendments affecting renewable energy were
approved. They do not change funding amounts but they do qualify some funding
uses. S.AAmdt. 1697 specifiesthat $750,000 for awind farm transmission study may
be nonreimbursable. S.Amdt 1709 directs that up to $400,000 may be made
available for the Clean Energy Technology Exports Initiative. S.Amadt. 1717
provides that some of the funds made available to OETD may be used to provide
grants to states and regional organizations for transmission system planning.

Also, theoverall Senatebill is$14.7 million, or 3%, morethantherequest. This
includes $12.8 million, or 3%, lessfor renewables, and $27.5 million, or 38%, more
for OETD. Compared to the FY2003 appropriation, the Senate bill has $39.4
million, or 9%, more. Thisincludes $23.4 million, or 7%, more for renewables and
$16.0 million, or 19%, more for OETD.

Nuclear Energy. For nuclear energy research and development — including
advanced reactors, fuel cycle technology, and nuclear hydrogen production — the
Administration requested $277.1 million for FY 2004, a$17.1 millionincreasefrom
the FY 2003 appropriation. An additional $113.4 million wasrequested for defense-
related activities at the Idaho National Engineering and Environmental Laboratory
(INEEL), which is being transferred to the nuclear energy program from DOE’s
environmental management program, for atotal of $390.6 million.

TheHouse cut the nuclear energy request to $268.0 million, plus$112.3 million
for INEEL provided under “ other defenseactivities.” The Senate boosted therequest
to $437.4 million, without shifting any funds to “other defense activities.”

“Nuclear energy, which is already a vital component of our balanced energy
portfolio, presents some of our most promising solutions to the world’ s long-term
energy challenges,” according to DOE’s FY 2004 budget justification. However,
opponents have criticized DOE’s nuclear research program as providing wasteful
subsidies to an industry that they believe should be phased out as unacceptably
hazardous and economically uncompetitive.

Within the nuclear energy budget, the Administration requested $48 million for
the nuclear energy technologies program, which focuses on development of new
reactors. That request is$3.0 million abovethe FY 2003 appropriation. Theprogram
includes $35.0 million for aninitiative to encourage construction of new commercial
reactorsby 2010 (“ Nuclear Power 2010") and $9.7 millionfor advanced (“ Generation
V") reactor designsthat could beready for deployment after 2010. The Housevoted
to cut the request to $42.7 million, while the Senate provided an increase to $55.7
million. The Senate shifted funds for gas reactor technol ogies from Nuclear Power
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2010 to the Generation IV program, with the funding directed toward development
of a hydrogen-producing reactor at INEEL.

According to the DOE budget justification, the Nuclear Power 2010 program
“will achieve near-term deployment of new power plantsinthe United Statesthrough
cost-shared demonstration of the new, untested regul atory processes and cost-shared
development of advanced reactor technologies.” The program seeks to deploy both
awater-cooled reactor (similar to most existing commercial plants) and agas-cooled
reactor. The current phase of the initiative includes site approval, reactor design
certification, license applications, detailed design work, and development of
improved construction techniques. DOE is soliciting proposals for joint
DOE/industry teams in which DOE will pay up to half the cost of these activities.

DOE’s Generation IV program is focusing on six advanced designs that could
be deployed after 2010: two gas-cooled, one water-cool ed, two liquid-metal-cool ed,
and one molten-salt concept. Some of these reactors would use plutonium recovered
through reprocessing of spent nuclear fuel. The Administration’sMay 2001 National
Energy Policy report contends that plutonium recovery could reduce the long-term
environmental impact of nuclear waste disposal and increase domestic energy
supplies. However, opponents contend that the separation of plutonium from spent
fuel poses unacceptable environmental risks and, because of plutonium’s potential
use in nuclear bombs, undermines U.S. policy on nuclear weapons proliferation.

Thedevelopment of plutonium-fueled reactorsinthe Generation 1V programis
closely related to the nuclear energy program’s Advanced Fuel Cycle Initiative
(AFCI), for which $63.0 million is requested for FY 2004 — about $5 million above
the FY 2003 appropriation. Accordingtothebudget justification, AFCI will “develop
advanced proliferation-resistant fuel treatment and fabrication technol ogiesthat could
bedeployed by 2015,” aswell astechnol ogiesthat could reducethelong-term hazard
of spent nuclear fuel. Such technologies would involve separation of plutonium,
uranium, and other long-lived radioactive materials from spent fuel for re-usein a
nuclear reactor or for transmutation in a particle accelerator. AFCI includes a
previously funded research program on accelerator transmutation called Advanced
Accelerator Applications. The program also includes longstanding DOE work on
electrometallurgical treatment of spent fuel from the Experimental Breeder Reactor
Il (EBR-I1) at INEEL. TheHouseapproved $58.5 million for the program, whilethe
Senate provided $78.0 million.

In support of President Bush’'s program to develop hydrogen-fueled vehicles,
DOE isrequesting $4.0 millionin FY 2004 for anew “Nuclear Hydrogen Initiative.”
According to DOE’ s budget justification, the program would investigate the use of
high-temperature nucl ear reactorsto make hydrogen from water in athermo-chemical
process. Accordingto DOE, “ preliminary estimatesindicatethat hydrogen produced
using nuclear-driven thermo-chemical processes would be only dlightly more
expensive than gasoline” and result in far less air pollution. Activities planned in
FY 2004 include development of a “roadmap” for developing nuclear hydrogen
technologies and laboratory testing of thermo-chemical processes and related
research. Even if the technology is successful, however, DOE officials have
predicted that significant quantitiesof nuclear-produced hydrogen would not become
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availableuntil 2020-2030.% TheHousevoted to cut the request to $2.5 million, while
the Senate approved $8.0 million, including support for the INEEL hydrogen reactor.

The Nuclear Energy Research Initiative (NERI) providesgrantsfor research on
innovative nuclear energy technologies. DOE isrequesting $12.0 million for NERI
in FY2004, about half of the FY2003 appropriation. According to the budget
justification, no new grants will be awarded in FY 2003 and FY 2004, with new
program funding to be used only for completing previoudly initiated projects. The
House voted to cut NERI to $10.0 million, while the Senate approved the full
request.

DOE proposes no new funding in FY2004 for the Nuclear Energy Plant
Optimization program (NEPO), which received $5.0 million in FY2003. The
program supports cost-shared research by the nuclear power industry on ways to
improvetheproductivity of existing nuclear plants. The Houserejected the proposed
elimination of NEPO, voting to provide $4.0 million for the program. However, the
Senate supported the Administration position.

Science. The DOE Office of Science conducts basic research in six program
areas. basic energy sciences, high-energy physics, biological and environmental
research, nuclear physics, fusion energy sciences, and advanced scientific computing
research. Through theseprograms, DOE isthethird-largest federal supporter of basic
research and the largest federal supporter of research in the physical sciences.

For FY2004, DOE requested $3.311 billion for Science. After adjusting for
rescissions and the transfer of two programs from the Office of Science to the new
Department of Homeland Security, the comparable FY 2003 appropriation was
$3.261 billion. On this basis, the FY 2004 request is a net increase of 1.5%. Within
thisoverall funding, three of the six program areaswould receiveincreases, and three
would receive decreases; the largest change in either direction would be 4.2%.

Therequested funding for the largest program, basic energy sciences (BES), is
$1.009 billion, a decrease of $15 million below the comparable FY2003
appropriation. The request includes $125 million for continued construction of the
Spallation Neutron Source, a large facility at Oak Ridge National Laboratory for
research in physics, materials science, and other fields. The FY 2003 appropriation
for the Spallation Neutron Source was $209 million; the reduction reflects the
planned construction schedule, with completion planned for 2006, not a delay or
scaling back of the project. A growth areain basic energy sciences is nanoscience,
for which the FY 2004 budget requests $193 million, of which $85 million would
fund construction of three Nanoscale Science Research Centers. The House bill
increased research funding in the BES programs by $8 million above the
administration request. The Senate bill includes funding at the requested level.

TheFY 2004 request for high-energy physicsis$738 million, anincrease of $20
million above the comparable FY 2003 appropriation. The House bill funds the
program at $748 million. The Senate bill includes the requested amount.

8 EnergyWashington.com Daily Updates, February 5, 2003.
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The requested funding for biologica and environmenta research is $500
million, a decrease of $7 million below the comparable FY 2003 appropriation.
Activitieswithinthisprogram relating to microbial pathogens, with FY 2003 funding
of $20 million, were transferred to the Department of Homeland Security on
March 1, 2003. The House bill includes $562 million. The Senate bill would
appropriate $534 million.

Therequest for nuclear physicsis$389 million, an increase of $8 million above
the comparable FY 2003 appropriation. The House bill would appropriate $399
million. The Senate bill includes the requested amount.

The request for fusion energy sciences is $257 million, a $9 million increase
above the comparable FY 2003 appropriation. In early 2003, the United States
rejoined negotiations on construction of the International Thermonuclear
Experimental Reactor (ITER), a fusion facility whose other participants include
Canada, China, the European Union, Japan, and Russia. About $12 million of the
requested FY 2004 budget for fusion energy scienceswould bedevotedto ITER. The
budget impact of ITER in future years, once construction actually begins, depends
on the outcome of the ongoing negotiations; the U.S. shareis generally expected to
beintherange of $50 millionto $100 million per year. TheHousehill includes $268
million for fusion programs. The bill includes the requested amount.

The smallest Science program, advanced scientific computing research, would
receive $173 million in the FY 2004 request, an increase of $5 million above the
comparable FY 2003 appropriation. The portion of this program that was located at
Lawrence Livermore National Laboratory, with FY 2003 funding of approximately
$3 million, was transferred to the Department of Homeland Security on March 1,
2003. TheHousebill includes$213 million. The Senatebill would appropriate $183
million.

Nuclear Weapons Stockpile Stewardship. Congress established the
Stockpile Stewardship Program in the FY 1994 National Defense Authorization Act
(P.L. 103-160) “to ensure the preservation of the core intellectual and technical
competencies of the United Statesin nuclear weapons.” The program is operated by
the National Nuclear Security Administration (NNSA), a semiautonomous agency
established by Congress in the FY 2000 National Defense Authorization Act (P.L.
106-65, Title XXXI1) within DOE. It seeksto maintain the safety and reliability of
the U.S. nuclear stockpile.

Stockpile stewardship consists of all activitiesin NNSA’s Weapons Activities
account. Appropriationswere$4,908.7 million for FY 2001 and $5,560.2 millionfor
FY2002; Table 7 provides FY 2003 and FY 2004 data. The three main elements of
stockpile stewardship, described next, are Directed Stockpile Work, Campaigns, and
Readiness in Technical Base and Facilities. NNSA manages two major programs
outside of Weapons Activities. Defense Nuclear Nonproliferation, discussed in a
subsequent section of this report, and Naval Reactors. Table 7 presents the main
elements of the Weapons Activities program.
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Table 7. Funding for Weapons Activities
$ millions)

FY2003 | FY2004 House Senate Conf.
Request | H.R. 2754 | H.R.2754

Program

Directed Stockpile 1,198.6 1.364.8 1,343.8 1,367.8
Work

Campaigns 2,086.6 2,395.5 2,268.5 2,370.7
Readinessin Tech 1,794.0 1,613.5 15111 1,751.1
Base and Facilities

Other? 903.2 | 1,004.3 994.3 984.3
Total 5,981.4 6,378.0 6,117.6 6,473.8

@ Includes Facilities and Infrastructure Recapitalization Program, Secure Transportation
Asset, Safeguards and Security, use of prior year balances, and other adjustments.

Details may not add to totals due to rounding.

On July 18, 2003, the House passed H.R. 2754, the FY 2004 Energy and Water
Development AppropriationsBill, 377-26, without amending the WeaponsActivities
section. Thus, the amounts listed below that were recommended by the House
Appropriations Committee were accepted by theHouse. Similarly, the Senate passed
itsversion of H.R. 2754, 92-0, on September 16; it adopted no amendments to the
Senate Appropriations Committee’ s bill that changed Weapons Activities funding
levels.

Most stewardship activities take place at the nuclear weapons complex, which
consists of three laboratories (Los Alamos National Laboratory, NM; Lawrence
Livermore National Laboratory, CA; and Sandia National Laboratories, NM and
CA), four production sites (Kansas City Plant, MO; Pantex Plant, TX; Savannah
River Site, SC; and Y-12 Plant, TN), and the Nevada Test Site. NNSA manages and
sets policy for the complex; contractorsto NNSA operate the eight sites.

Directed Stockpile Work (DSW). Thisprogram involveswork directly on
nuclear weapons in the stockpile, such as monitoring the condition of weapons,
maintai ning them through repairs, refurbishment, life extension, and modifications;
R&D in support of specific warheads; and dismantlement. The FY2004 DSW
request would support life extension programs for four nuclear warheads: B61
(gravity bomb), W76 (for Trident | and Il submarine-launched ballistic missiles),
W80 (for cruise missiles), and W87 (for Minuteman Il and MX/Peacekeeper
intercontinental ballistic missiles).

Robust Nuclear Earth Penetrator (RNEP). Within DSW, NNSA plansto
conduct astudy for theRNEP, for which $15.0 million wasappropriated for FY 2003;
another $15.0 millionisrequested for FY 2004. Warheads of thistypewould burrow
into the ground before detonating in order to destroy underground targets with less
explosive yield than a surface-burst weapon would require. This warhead is
controversial. Supporters argue that it is needed to attack hard and deeply buried
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targets (such as leadership bunkers or chemical weapons production facilities) in
countries of concern, thereby deterring or defeating such nations; critics reply that
RNEP would lower the threshold for use of nuclear weapons and prompt other
nationsto devel op nuclear weaponsto deter U.S. attack. (See CRS Report RS20834,
Nuclear Earth Penetrator Weapons, and CRS Report RL31805, Authorization and
Appropriationsfor FY2004: Defense.) TheFY 2003 National Defense Authorization
Act, P.L. 107-314, fully funded the $15.0 million request but barred obligation of
FY 2003 funds for the NNSA study until 30 days after the Department of Defense
submits a study on RNEP, including military requirements, employment policy,
targets, and conventional weapon alternatives. (The study was sent to Congress on
March 19, 2003.) The Consolidated Appropriations Resolution for FY 2003, P.L.
108-7, provided the amount requested. RNEP is part of the Advanced Concepts
Initiative (ACI), which was established to explore future weapons concepts and
technologies. For FY 2004, $6.0 million was requested (in addition to RNEP) for
additional and exploratory studies under ACI.

In its FY2004 report, the House Appropriations Committee stated that the
schedulefor thefirst production unit of the refurbished W80 warhead had slipped to
FY 2008 or FY 2009, yet the baseline of FY 2006 drove the FY 2004 budget request.
Further, “the Committee has yet to receive an acceptable military justification for
supporting such an aggressive W80 LEP [life extension project] program. ... Asa
result, the committee has reduced the weapons activity budget for the W80 LEP".
The committee expected NNSA to maintain the level of effort on this program that
it had in FY 2003, and reduced DSW by $13.0 million to slow W80 LEP activity.

The committee recommended reducing RNEP funding from $15.0 million
requested to $5.0 million, and eliminating the $6.0 million requested for ACI. “The
Committee is concerned the NNSA is being tasked to start new activities with
significant outyear budget impacts before the Administration has articulated the
specificrequirementsto support the President’ sannounced stockpilemodifications.”
Further, the committee felt that the Administration was acting prematurely in
requesting funds for a range of new nuclear programs and preparing for expanded
missionsfor nuclear weaponsbefore NN SA hasdemonstrated that it can maintainthe
existing nuclear stockpile. Accordingly, “thisCommitteewill not support redirecting
the management resources and attention to a series of new initiatives.”

The Senate Appropriations Committee, in its FY 2004 report, recommended
increasing DSW by $3.0 million, increasing one element (Stockpile M aintenance) by
$10.0 million and reducing another (Production Support) by $7.0 million. The
committee recommended providing the full request, $21.0 million, for ACI. Infloor
debate, Senator Feinstein offered an amendment (S.Amdt. 1655) on September 15
toeliminateall fundsfor RNEP and the Advanced Conceptsinitiative, and for related
purposes discussed below. The amendment was tabled, 53-41, on September 16.
Also on the latter date, the Senate adopted on voice vote an amendment by Senator
Reed (S.AAmdt. 1659) that barred use of funds provided by H.R. 2754 for
devel opment engineering (astage in the weapons devel opment process beyond what
the Administration plans for FY2004) of advanced nuclear weapon concepts
including RNEP. It also agreed to severa amendments en bloc, including one by
Senator Reid (S, Amdt. 1710) that barred spending funds provided by the bill on
additional and exploratory studies (a category that excludes RNEP) under the
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Advanced Concepts Initiative until 30 days after NNSA gives Congress a detailed
report on activities planned in that category for FY 2004.

Campaigns. These are “multi-year, multi-functional efforts’ that “provide
specialized scientific knowledge and techni cal support to thedirected stockpilework
on the nuclear weapons stockpile.” For FY 2004, there are 16 campaigns. Examples
are: Enhanced Surveillance ($74.9 million appropriated for FY 2003,$94.8 million
requested for FY 2004), which seeksto assess lifetimes of weapons components and
predict defectsresulting from aging; Advanced Design and Production Technologies
($72.0millionappropriated for FY 2003, $79.9 million requested for FY 2004), which
seeks to develop new technologies and processes to improve manufacturing in the
nuclear weapons complex; Advanced Simulation and Computing ($683.9 million
appropriated for FY 2003, $750.6 million requested for FY 2004), which aims to
advance the state of the art of nuclear weapon simulation, apply these advances to
current stockpile tasks, and deliver by FY 2008 “a high fidelity, full-system physics
characterization of a nuclear weapon”; and Tritium Readiness ($124.8 million
appropriated for FY 2003, $134.9 million requested for FY 2004), which is making
preparations to use acommercial light water reactor to produce tritium, an isotope
of hydrogen that is akey ingredient in nuclear weapons.

The House Appropriations Committee recommended reducing funding for
Campaigns by $127.0 million. It expressed concern about delays in some projects
and unwarranted acceleration of others, and made some reductions consistent with
itsdesireto slow the W80 LEP. Decreaseswere spread across many projectswithin
Campaigns. The Senate Appropriations Committee recommended a net reduction
of $24.8 million for Campaigns. The largest increase, $43.2 million, was to
accelerate construction of the Microsystem and Engineering Science Applications
facility at Sandia National Laboratories; the largest reductions were to Inertial
Confinement Fusion, $34.0 million, and Advanced Simulation and Computing, $25.0
million. Detailsof House and Senate actions on two campaignsare discussed bel ow.

Pits. Pitsarethefissilecoresof nuclear warheadsthat trigger thethermonuclear
secondary stage. DOE has had no facility to produce pits for use in stockpiled
weaponssinceit suspended pit production at the Rocky Flats Plant (CO) in 1989. As
a result, the United States has been unable to make all-new nuclear warheads of
existing or advanced new designs. The Pit Manufacturing and Certification
Campaign supports two pit projects. installation of a low-capacity pit production
facility, and supporting R&D, at Los Alamos National Laboratory; and planning for
ahigher-capacity Modern Pit Facility. (See CRSReport RL31993, Nuclear Warhead
‘Pit’ Production: Background and Issues for Congress.)

This campaign has attracted much congressional interest. For FY 2002, the
House Appropriations Committee recommended the requested amount, $128.5
million, but asserted that DOE cannot show “that it hasaviable plan to manufacture
and certify pits on the schedule dictated by national security needs,” criticized the
project as “years behind schedule and hundreds of millions of dollars over the
original cost estimate,” and stated that it would judge NNSA'’ s success on how well
the pit project succeeds (H.Rept. 107-112). The Senate Appropriations Committee
for FY2002 recommended increasing funding substantially to “fully fund” all
relevant activities, viewing the then-current schedule, which would not certify apit
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for use in the stockpile until FY 2009, as “unacceptable” (S.Rept. 107-39). In its
FY 2003 request, NNSA stated its plans to “ certify a W88 pit built at [Los Alamos
National Laboratory] without underground nuclear testing by FY 2009, with agoal
of achieving an earlier date of FY 2007.” Further, NNSA planned to defer detailed
design of a Modern Pit Facility until FY 2004, “with FY 2003 funding used to
continuemanufacturing concepts.” TheFY 2002 appropriation for thiscampaignwas
$219 million.

The FY 2003 request was $194.5 million. Therequest included $112.5 million
for manufacturing the pit for the W88 warhead, one of the two types of warheads
used on the Trident Il missile, $78.0 million for W88 pit certification, $2.0 million
for pit activities not specifically supporting the W88, and $2.0 million for planning
for the Modern Pit Facility.

In its FY 2003 report, the Senate Appropriations Committee recommended
$246.0 million for pit manufacturing and certification, an increase of $51.5 million
over theregquest. The sum includesthe requested $2.0 million for pit activitiesand
$2.0 millionfor the Modern Pit Facility. The committee, however, “remains greatly
concerned about the NNSA’ srefusal to request funds consistent with itsown project
plan submitted less than 1 year ago.” Because thiswas not done, which would have
resulted in alower request for thisimportant project, “the Committee has been forced
to reduce other items in the budget.” For pit manufacturing and certification, the
House Appropriations Committee provided $194.5 million, the requested amount,
while the final appropriation provided $220.6 million. According to the joint
explanatory statement of the Committee of Conference, “ The increase will ensure
that the NNSA maintains its commitment to produce a certifiable W88 pit by 2003
and a certified W88 pit by 2007.”

For FY 2004, the Administration requested asubstantial increaseto itemsinthis
campaign: $126.8 million for manufacturing the pit for the W88 warhead, $108.6
million for W88 pit certification, $19.7 million for pit activities not specificaly
supporting the W88, and $22.8 million for planning for the Modern Pit Facility. In
addition, $42.4 millionisrequested for “subcritical experiments[at the Nevada Test
Site] which support the certification of the W88 pit.” For FY 2004, this funding
element wastransferred into the Pit Manufacturing and Certification Campaign from
Directed Stockpile Work; its FY 2003 request was $41.5 million. Thus the total
request for FY 2004 is$320.2 million, anincrease of 35.7% over the FY 2003 request
of $236.0 million (with both figures including subcritical experiments supporting
W88 pit certification).

The House Appropriations Committee saw the pit campaign as proceeding too
quickly. It recommended reducing the request for this campaign by $47.0 million,
still an increase of $12.2 million over the FY 2003 budget. The committee praised
NNSA and LosAlamosNational Laboratory for “turning around” thiscampaign, but
urged NNSA to reduce costs. It stated that the current plan would “aggressively
pursue a multi-billion dollar Modern Pit Facility before the first production pit has
even been successfully certified for usein the stockpile.” Inreducing MPFto $10.8
million from the requested $22.8 million, it recommended that NNSA should look
hard at better ways to use the pit production facility at Los Alamos for near-term
requirements and “take aless aggressive planning approach” to MPF. It felt that it
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wasprematureto spend $19.7 millionto devel op technol ogiesfor manufacturing pits
other than for the W88 when MPF was at least 15 years from operating, and so
recommended reducing this part of the request to $4.7 million. The Senate
Appropriations Committee recommended the amount requested for this campaign.
The Feinstein amendment (S.Amdt. 1655) discussed under DSW, which wastabled,
would have barred use of funds provided by H.R. 2754 for M PF site selection.

National Ignition Facility (NIF). Thisfacility, under construction at Lawrence
Livermore National Laboratory, isto betheworld’ slargest laser. Itisakey project
for the stockpile stewardship program. NIF is intended to help solve weapons
problems, attract top physicists to the nuclear weapons program, and advance the
guest for fusion power. A top priority of thefacility isto achieve“ignition,” inwhich
nuclear fusion of deuterium and tritium (isotopes of hydrogen) would release more
energy than was provided by the laser to achieve fusion.

Over theyears, variousreports have been highly critical of NIF on such grounds
astechnical problems, delays, and cost overruns.® In 1999, the NIF Project identified
several problems with the original cost estimates and notified DOE that NIF could
not be completed for the original estimated cost. The project was rebaselined and
revalidated in 2000, adding approximately $1 billion to the cost and severa yearsto
the schedule. Since mid-2001, criticism of NIF has fallen sharply; for example, the
Natural Resources Defense Council’ s NIF resources page was | ast updated February
7, 2000, and the most recent General Accounting Office report on NIF was dated
June 1, 2001.°° The NIF Project Office stated in 2002 that the project was on the
schedule and budget set forth in the new baseline, and that no technical obstacles
remained. The FY 2004 budget document shows the total project cost of NIF to
remain at $2,248.1 million, plus$1,200.0 millionin other related costs, with physical
construction to be completed in the fourth quarter of 2008; these dates and costs are
the same as the FY 2001 amended budget request. The document further states that
the NIF project “continues to meet all major milestones on or ahead of schedule,”
and that the first stockpile stewardship experiments on NIF are planned for 2004.

Inits FY 2003 report, the Senate Appropriations Committee expressed concern
that the project’ s scope seemed to be shifting “from afocus on achieving the specific
goal of ignition to a generalized physics research program.” In response, “[t]he
Committee rgjectsthisre-prioritization and down-scoping. Ignitionisnow and will
remain the primary objective’” for NIF. In part because of concern that the
Administration did not request certain fundsfor equipment and technology essential
for ignition, the committee added $35.0 million to the FY 2003 request for inertial
confinement fusion, for a total of $487.3 million (S.Rept. 107-220). The House
Appropriations Committee provided $498.8 million, and al so expressed concern that

° For links to reports criticizing NIF, see Natural Resources Defense Council, “National
Ignition Facility and Science-Based Stockpile Stewardship Resource Page,” available at
[http://www.nrdc.org/nuclear/nif/nifinx.asp]. See also U.S. Genera Accounting Office.
National Ignition Facility: Management and Oversight Failures Caused Major Cost
Overruns and Schedule Delays, Report GAO/RCED-00-141, August 2000, 45 p.

10 U.S. General Accounting Office. Department of Energy: Follow-up Review of the
National Ignition Facility. Report GAO-01-677R, June 1, 2001, 18 p.
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NNSA was changing the focus “from the specific goal of ignition to a generalized
physicsresearch program.” Accordingly, it“direct[ed] NNSA tore-establishignition
astheprimary objectiveand justification for theNIF.” (H.Rept. 107-681.) Thefinal
figure for FY 2003 was $489.7 million for inertial confinement fusion, including
$214.0 million, the same as the request, for continued construction of NIF. The
conferees’ statement did not provide further guidance on the focus of the inertial
confinement fusion program.

For FY 2004, the Administration requested $466.8 million for the Inertial
Confinement Fusion Ignitionand High Yield Campaign, including $150.0 millionfor
NIF construction. The title of the campaign reflected congressional concerns.
Further, Everet Beckner, Deputy NNSA Administrator for Defense Programs,
testified to the House Armed Services Committee on March 6, 2003, that NIF's
“mission isto obtain fusion ignition.”**

The House Appropriations Committee recommended $511.8 million for this
campaign for FY 2004, an increase of $45.0 million; included in the total was the
$150.0 million for construction, as requested. In marked contrast to concerns
expressed in past years, the FY 2004 Housereport states, “ The Committeerecognizes
the recent successes on the NIF project and expects NNSA to focus on the core NIF
project to maintain cost and schedule performance.” The Senate Appropriations
Committee recommended $432.8 million, a reduction of $34.0 million from the
request; thetotal included $150.0 millionfor construction. Thecommitteeexpressed
concern over “dramatic growth in other NIF-related activities funded elsewhere in
theinertial confinement fusion campaign and specifically rejects that portion of the
budget request.”

Readiness in Technical Base and Facilities (RTBF). This program
provides infrastructure and operations at the nuclear weapons complex sites. The
request includes seven subprograms. By far the largest is Operations of Facilities
($1,001.0 million appropriated for FY 2003, $972.8 million requested for FY 2004).
Others include Program Readiness, which supports activities occurring at multiple
sites or in multiple programs ($213.6 million appropriated for FY 2003, $131.1
million requested for FY 2004), and Material Recycle and Recovery, which recovers
plutonium, enriched uranium, and tritium from weapons production and disassembly
($200.8 million appropriated for FY 2003, $76.2 million requested for FY 2004).
Construction is a separate category within RTBF; $310.9 million was appropriated
for FY 2003, and $273.4 million is requested for FY 2004.

For FY 2004, the House Appropriations Committee recommended a reduction
of $102.4 million from therequest. Detailsinclude: $997.8 million for Operations
of Facilities, with anincrease of $20.0 million for Pantex Plant (TX) and $5.0 million
for Y-12 Plant (TN); $106.2 million for Program Readiness, reflecting the
elimination of fundsfor Enhanced Test Readiness (discussed below); $76.2 million,
as requested, for Material Recycle and Recovery; and $178.9 million for

1 Testimony of Everet Beckner, Deputy Administrator for Defense Programs, NNSA, on
the FY 2004 budget request for the Office of Defense Programs, before the Subcommittee
on Strategic Forces of the House Armed Services Committee, March 6, 2003.
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construction, with almost all thereduction resulting from eliminating fundsrequested
for three projects ($20.0 million, exterior communications infrastructure
modernization, Sandia National Laboratories; $50.0 million, national security
sciences building, and $20.5 million, chemistry and metallurgy facility replacement
project, both at Los Alamos National Laboratory).

The Senate A ppropriations Committee recommended adding $118.1 millionto
RTBF. Of theincrease, $117.0 million went to Operations of Facilities, including
$25.0 million for the National Center for Combating Terrorism, $10.0 million for
Pantex Plant, $10.0 million for Y-12 Plant, $20.0 million for Kansas City Plant
(MO), $15.0 millionfor Lawrence LivermoreNational Laboratory, $20.0 millionfor
LosAlamosNational Laboratory, and $8.0 million for SandiaNational Laboratories.

The RTBF element Nuclear Weapons Incident Response provides for a
technical responseto anuclear or radiological emergency within DOE, inthe United
States, or abroad; $88.4 million was appropriated for FY 2003 and $89.7 million was
requested for FY2004. In addition, the RTBF element Operations of Facilities
included $32.5 million appropriated for FY2003 for the National Center for
Combating Terrorism. The FY 2004 request contains no fundsfor the center “ dueto
the uncertainty about the ultimate sponsor, scope, and size of the mission for this
facility.” For FY 2004, the House and Senate A ppropriations Committees provided
the amount requested for Nuclear Weapons Incident Response. As noted, the latter
committee added $25.0 million for the National Center for Combating Terrorism as
part of its RTBF increase.

Nuclear Testing and Enhanced Test Readiness. A key issue is whether
the United States can and should continue to maintain its weapons through the
Stockpile Stewardship Program without nuclear testing. While that program has
sought to do so, statements in early 2002 implied a reduced commitment to that
approach. Secretary of Defense Donald Rumsfeld reportedly said that nations with
nuclear weapons have “ aresponsibility to see that they are safe and reliable. Tothe
extent that can be donewithout testing, clearly that isthe preference. Andthatiswhy
the President has concluded that, thusfar, that isthe case.”*? J.D. Crouch, Assistant
Secretary of Defensefor International Security Policy, stated that thereis* no change
inthe Administration’ spolicy at thispoint on nuclear testing. We continueto oppose
CTBT [Comprehensive Test Ban Treaty] ratification. We a so continue to adhereto
atesting moratorium.”*3

The FY 2004 budget request contains $303.5 million for Weapons Activities at
the Nevada Site Office, vs. $292.5 million for FY2003.** Much of this is for

12 Walter Pincus, “Nuclear Arms Plan: Saving, Not Scrapping,” Washington Post, January
9, 2002: 4.

13 U.S. Department of Defense. News Transcript. Special Briefing on the Nuclear Posture
Review, presented by J.D. Crouch, Assistant Secretary of Defensefor International Security
Policy, January 9, 2002.

14 U.S. Department of Energy. FY 2004 Congressional Budget Request: Laboratory Tables
(Preliminary), p. 74.
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operation of the site, safeguards and security, and operation and maintenance of
experimental facilitiesat NTS.

Of particular interest regarding testing is Test Readiness, a component of the
Program Readiness element of RTBF. Since FY 1996, U.S. policy has been that
NNSA (or DOE prior to NNSA’ sestablishment) should beready to conduct anuclear
test within 24 to 36 months from the time the order is given. Recent studies
identified work needed to reduce thistime to 18 months. These studieswere funded
by “ Enhanced Test Readiness.” TheFY 2004 budget document states, “ TheDoD and
theNNSA agreed to transition to an 18-month test readiness posturewhile continuing
to review the optimum posture. The actions necessary for moving toward an 18-
month posture are expected to begin upon completion of the final FY 2003
appropriation.” The Senate Armed Services Committee’ s bill for FY 2004 national
defense authorizations, S. 1050, section 3132, requires an 18-month posture unless
the Secretary of Energy determines that a different posture is preferable. NNSA,
however, prepared a study in April 2003 that concluded that an 18-month posture
was preferable Meanwhile, through FY2003, funds in the “Nevada Site
Readiness’ account maintai ned the 24- to 36-month posturewith ongoingwork at the
NevadaTest Site. Because no policy decision had been reached on reducing thetime
needed totest, the Enhanced Test Readinessand Nevada Site Readiness accounts had
to be kept separated. With the move to an 18-month test readiness posture, the
enhanced posture will become the current posture, making this separation
unnecessary. Accordingly, the two accounts are expected to be merged into “Test
Readiness’ beginning in FY 2004, depending on congressional language, though the
FY 2004 NNSA budget request level does not reflect that merger.

The FY 2003 appropriation for enhanced test readiness was $15.0 million.
Confereeson the Consolidated A ppropriations Resolution for FY 2003 directed DOE
to notify the Appropriations Committees before obligating any of these funds in
FY2003. (H.Rept. 108-10.) Notification is pending. The FY 2004 request for Test
Readiness is $24.9 million, and for Nevada Site Readiness is $39.6 million.

In its FY 2004 report, the House Appropriations Committee sharply criticized
the plan for enhanced test readiness and recommended eliminating FY 2004 fundsfor
it. The committee expressed its concern over an “open-ended commitment” to
enhanced test readiness* without any budget analysisor program plan to evaluate the
efficiency or effectiveness of this funding increase,” argued that the proposal “ does
not addressthefundamental difficultiesin maintaining test readiness during atesting
moratorium,” and noted that it took 18-24 months to conduct a fully-instrumented
test during the eraof routinetesting so that aproposal to maintain indefinitely an 18-
month posture during thetesting moratorium “reflectsadisturbing ‘ cost isno object’
perspective.” Finally, eventhough NNSA and DOD decided to moveto an 18-month
test readiness posture, “The Committee does not recognize the NNSA declaring a
revised test readiness posture as a new requirement nor is it convinced that the
decision can be successfully implemented based on the planning information
provided to date.” The Senate Appropriations Committee made no reference to

5 U.S. Department of Energy. National Nuclear Security Administration. Report to
Congress: Nuclear Test Readiness. April 2003, 15 p.
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nuclear test readiness, and provided theamount requested for Program Readiness, the
component of RTBF containing test readiness funds. The Feinstein amendment
(S.Amdt. 1655) discussed under DSW, which was tabled, would have barred use of
funds provided by H.R. 2754 for modifying the test readiness posture to a posture of
less than 24 months.

Budget Process Issues. NNSA issued its first Future Years Nuclear
Security Program (FY NSP) in March 2002. The House Appropriations Committee,
however, criticized that effort. The committee, in its FY 2003 report on Energy and
Water Development Appropriations (H.Rept. 107-681), stated,

the FYNSP has severa fundamental weaknesses that limit its usefulness
for Congressional oversight. ... The NNSA budget and the FYNSP are
built around activities rather than programs and products. ... The FY NSP
includesalaundry list of performance targets—few of which are the same
as an identifiable program — and there is no specific funding associated
with any of the performancetargets. Thus, it isimpossible to determine
how aspecific resourceallocationwill impact performance. ... Itisdifficult
for the Congress to determine what NNSA proposes to accomplish with
these funds. ... [Accordingly, the] Committee directs the Department to
conduct an independent assessment of the NNSA’s PPBS [planning,
programming, and budgeting system] process and structure, including its
comparability to that of the Department of Defense.

Confereesagreed with the Houselanguage and “ direct[ ed] the NNSA to contract
for anindependent assessment of the NNSA’ s planning, programming, and budgeting
system, including its comparability to that of the Department of Defense.”

Inits FY 2003 budget request document, NNSA stated, “We are implementing
anew PPBE [program planning, budgeting and evaluation] process that offers the
potential for significant improvements in our resource management and decision
making while still meeting all of the DOE’'s and Congress requirements for
information ... [beginning] with the FY 2004 budget cycle” and noted that DOE “is
consideringaparallel PPBES process.” Accordingly, the FY 2004 request document
provided a five-year projection for NNSA’s budget (Table 8):

Table 8. NNSA 5-Year Budget Projection

($ millions)
FY04 FY05 FY 06 FYO7 FYO08 FY09

Office of Admin. 348 337 344 353 355 362
Weapons 6,378 6,661 6,961 1,277 7,518 7,651
Activities

Nonproliferation 1,340 1,356 1,371 1,389 1,322 1,346
Naval Reactors 768 808 795 811 819 834
Total 8,835 9,162 9,471 9,830 | 10,014 | 10,193
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In its FY2004 report, the House Appropriations Committee commended
NNSA'’s efforts to implement a PPBE structure and a process to budget by weapon
type. Moregenerally, thecommitteefound the processfor budgeting and for setting
priorities in nuclear weapons to be flawed, with DOD setting requirements for
weapons without having to pay for them, and with DOE treating the Weapons
Activities budget as untouchable because the requirements were set by DOD.
Accordingly, “this Committee will not assume that all of the proposed nuclear
weapons requests are legitimate requirements.” The Senate Appropriations
Committee directed DOE to retain the Institute for Defense Analyses to assess the
process and structure of NNSA'’ s planning, programming, and budgeting system.

Nonproliferation and National Security Programs. DOE's
nonproliferation and national security programs provide technical capabilities to
support U.S. efforts to prevent, detect, and counter the spread of nuclear weapons
worldwide. These nonproliferation and national security programs are included in
the National Nuclear Security Administration.

Funding for these programs in FY 2003 was provided in the Consolidated
Appropriations Resolution (H.J.Res. 2, P.L. 108-7), which appropriated the amount
requested by the Administration, $1.1136 hillion. An additional $148 million was
appropriated in the Emergency Wartime Supplemental AppropriationsAct, 2003, P.
L.108-11 For FY 2004, the Administration requested $1.3402 billion. TheHousehill
contains $1.2802 hillion. The Senate bill includes the requested amount.

In particular, the Nonproliferation and Verification R&D program, which
received a total of $283 million for FY2003 (less $79 million for programs
transferred to the Department of Homeland Security, for atotal of $204 million),
would be funded at $204 million in the Administration FY2004 request.
Nonproliferation and International Security programs, formerly called “Arms
Control,” would receive $102 million in the request, compared with $93 million in
FY2003. These programs include international safeguards, export controls, and
treaties and agreements. The House hill would fund the R&D program at the
requested level, and would boost the Nonproliferation and International Security
program to $105.7 million. The Senate bill includes $234.9 million for R&D and
$121.7 million for Nonproliferation and International Security.

Table 9. DOE Defense Nuclear Nonproliferation Programs

($ millions)
FY2004| House Senate
Program FY2003| pequest | H.R. 2754 |H.R.2754| CONT:
Nonproliferation and Verification R&D 22252 [203.9 203.9 234.9
Nonproliferation and I nternational 114.1% [101.7 105.7 121.7
Security

International Materials Protection, Control | 331.62 [226.0 255.0 226.0
and Accounting (MPC&A)

Russian Transition Initiative 39.0 40.0 40.0 50.0
International Nuclear Safety 145 141 6.1 -
Elimination of Weapons-Grade Plutonium | 49.0 50.0 50.0 50.0

Production
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HEU Transparency Implementation 171 18.0 18.0 18.0
Accelerated Materials Disposition - 30.0 5.0 30.0
Fissile Materials Disposition 4451 |656.5 656.5 656.5
Adjustments -64.0 - -60.0 -46.9
Total, Defense Nuclear Nonproliferation |1,168.9%]1,340.2 | 1,280.2 (1,340.2

#Includes $148 million total appropriated in Emergency Wartime Supplemental Appropriations Act,
2003, P. L. 108-11: $20 millionin R&D, $22 million in Nonproliferation and International Security,
and $106 million in MPC&A.

International Materials Protection, Control and Accounting (MPC&A), which
is concerned with reducing the threat posed by unsecured Russian weapons and
weapons-usable material, would receive $226 million under the President’ srequest,
compared to $233 million (less $4 million transferred to DHS) appropriated for
FY2003. The House bill would increase MPC&A to $255 million, including an
additional $28 million for the “Megaports initiative,” which is intended to install
radiation detection equipment at the top 20 major overseas seaports to interdict
nuclear material before it arrives in the United States. The Emergency Wartime
Supplemental Appropriations Act, 2003, P. L. 108-11, included $84 million for this
new program for FY2003. The Senate bill includes the requested amount, $226
million, for MPC&A.

Two programs in the former Soviet Union, Initiatives for Proliferation
Prevention (IPP) and the Nuclear Cities Initiatives (NCI), which comprise the
“Russian Transition Initiative,” would receive $40 million under the President’s
request, compared to the FY 2003 appropriation of $39.3 million. Requested funding
for the Fissile Materials Disposition program for FY2004 is $656.5 million,
compared with $448 million in FY2003. The increased funding is for disposal of
U.S. surplus weapons plutonium by converting it into fuel for commercial power
reactors, including construction of afacility to convert the plutonium to reactor fuel
at Savannah River, SC. The House bill would fund these programs at the requested
level. The Senate bill includes $50 million for the Russian Transition Initiative and
the requested amount, $656.5 million, for Fissile Materials Disposition.

(For details on these programs, see CRS Issue Brief IB10091, Nuclear
Nonproliferation Issues.)

Environmental Management. The amount of time and money needed to
clean up environmental contamination resulting from the production of nuclear
weapons during the Cold War has been alongstanding issue. Sincethe beginning of
theU.S. atomic energy program, DOE and its predecessors have been responsiblefor
administering the production of nuclear weaponsand managing radi oactive and other
hazardous waste. In later years, DOE expanded its efforts to include the
environmental restoration of radioactive sites and those with other hazardous
contamination in buildings, soil, and water to ensure their safety for future uses. In
1989, the George H. W. Bush Administration established an Environmental
Management Program within DOE to consolidate the agency’ seffortsin cleaning up
contamination from defense nuclear waste, as well as waste from civilian nuclear
energy research. DOE is responsible for complying with numerous federa
environmental laws and regulations in administering the program, and is subject to
fines and penalties for violations of these requirements. Consequently, DOE has
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signed numerous legally binding compliance agreements with the Environmental
Protection Agency (EPA) and the states to perform cleanup activities and dispose of
waste according to specific deadlines.

DOE reports that there are 114 geographic sites in 31 states and one U.S.
territory where the production of nuclear weapons, and civilian nuclear energy
research and development activities, resulted in radioactive and other hazardous
contamination. Together, these sites occupy approximately 2 million acres, which
isequivalent to theland area of Rhode Island and Delaware combined. DOE reports
that all response actions were complete at 75 sites as of the end of FY 2002 at a cost
of over $60 billion, and that cleanup is expected to be complete at two additional
sites by the end of FY2003. However, the sites that have been cleaned up are
relatively small and are among the least hazardous, and the sites where cleanup
remains underway contain some of the most severely contaminated areas. DOE
estimates that, if program reforms are not initiated, cleanup at the remaining sites
may take 70 years to complete, and that total cleanup costs may range from $220
billion to as high as $300 billion.

Five accounts within the annual appropriations bill for Energy and Water
Development havetraditionally funded DOE’ sEnvironmental M anagement Program.
The Defense Environmental Restoration and Waste Management Account funds
cleanup and waste management activitiesat nuclear weaponssiteswhereall response
actions are projected to continue beyond calendar year 2006. The Defense Facilities
Closure Projects Account supports cleanup and waste management activities at
nuclear weapons siteswhere all response actions are schedul ed to be compl ete by the
end of calender year 2006. The Defense Environmental Management Privatization
Account funds cleanup and waste management projects at nuclear weaponssitesthat
are performed under “ privatization” contracts. This contracting approach relies on
the private sector to construct and operate facilities or conduct cleanup actionson a
fixed-price, fee-for-service basis. The Non-Defense Environmental Management
Account funds cleanup and waste management activities at civilian nuclear energy
research and development sites. Lastly, the Uranium Facilities Maintenance and
Remediation Account funds the cleanup of uranium and thorium processing sites.

For FY 2004, DOE has requested atotal of $7.24 billion for its Environmental
Management Program, $290 million more than the FY 2003 enacted level of $6.95
billion. While an increase has been proposed, the budget request would alter the
existing appropriations account structure in order to focus funding on efforts to
accelerate cleanup schedules and lower costs. These efforts are part of DOE’s
cleanup reform strategy, which is based on assessing the risk of exposure to
determine which cleanup remedies are selected. Risk is currently one of many
factorsthat DOE usesto select cleanup remedies. Altering the current processto use
risk asthe primary factor could result in decisionsto contain waste on siteasameans
of preventing exposure, rather than removing it. While containment can often be
accomplished more quickly and at less cost, the possibility of future exposure
remainsif the method of containment fails over time.

The proposed accounts are structured according to the purposes of “Site
Acceleration Completion” and “Environmental Services,” and there would be
separate “Defense” and “Non-defense” accounts for each category. The Site
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Acceleration Completion accounts represent nearly $6.0 billion of the total request,
and would fund efforts to complete cleanup and close contaminated facilities at a
faster pace than previously scheduled. The Environmental Servicesaccountswould
fund activitiesthat indirectly support the mission of accel erated cleanup and closure,
such as policy development and coordination, and the integration of mission
activities across the complex of sites. DOE estimates that its cleanup acceleration
strategy could save between $50 billion and $100 billion in total cleanup costs over
the long term, and that the time frame for total site cleanup could be moved from
2070 to 2035.

Whilethere has been widespread concern about the amount of time and money
needed to clean up nuclear waste sites, questions have been raised as to how DOE
would use a risk-based approach to accomplish its goals of faster and less costly
cleanups without weakening environmental protection. Some have drawn attention
to the possibility that basing the selection of cleanup remedies on risk alone might
result in more contamination being left on site, rather than it being removed.
Because of the substantial amount of time required for radioactive decay to occur,
arguments have been raised that contamination left in place may migrate in
unexpected ways over the long-term, and result in pathways of exposure that could
not have been predicted when the remedy was originally selected. Others counter
that completely removing radioactive contamination from all sites to permit
unrestricted futureland use, and eliminateall future pathways of exposure, would not
be economically feasible, and in some cases would be beyond the capabilities of
current cleanup technologies.

DOE first proposed arisk-based cleanup reform strategy as part of its FY 2003
budget request. Inthe 107" Congress, numerous questionswere presented during the
FY 2003 appropriations debate as to whether the use of risk-based approacheswould
provide adequate environmental protection. Prior to final action on FY2003
appropriations, DOE signed letters of intent with EPA and the states to accelerate
cleanup at most of itssites. Some Members criticized DOE’ s attempt to implement
its cleanup reform strategy prior to the appropriation of funds as premature. While
Congress did appropriate funding to honor these agreements, it provided the funds
under the existing account structure rather than under a separate cleanup reform
account that DOE had proposed. Some Members expressed concern about how the
funds would have been distributed among the sites if DOE had been given an
unallocated lump sum under a new account.

In the 108™ Congress, the House would support the Administration’s FY 2004
reguest to change the existing account structure for the Environmental Management
Program, in order to focus funding on the use of risk-based approaches to accelerate
cleanup schedules. However, the House would provide less funding than requested
for the program overall, primarily due to concern about DOE’s lack of progress at
many sites in renegotiating cleanup agreements to the satisfaction of EPA and the
states, which would be necessary to alow the selection of cleanup remedies to be
altered. Specifically, the House bill would appropriate atotal of $7.18 billionfor the
Environmental Management Program for FY 2004, nearly $60 million less than the
Administration’s request of $7.24 billion, but about $230 million more than the
enacted FY 2003 amount of $6.95 billion. Report language indicates that additional
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funding could be provided in afuture fiscal year if DOE can reach consensus with
EPA and the states at sites where cleanup agreements have yet to be revised.

Additional concern israised in the House bill that a sharp increase in the cost
estimate for an accelerated cleanup project at the Hanford site may be an indicator
that cost estimates of cleanup acceleration projects at other sites also could be
understated. Inlight of thisconcern, the House bill would require DOE to review the
cost estimates for al of the line-item construction projects in the FY 2004 budget
request. Another noted issueisthe possible need for amendmentsto existing law to
allow certain cleanup acceleration projects to proceed. To examine this need, the
House bill would direct DOE to prepare areport to Congress on potential statutory
restrictionsthat may delay or prohibit cleanup accel eration projectsthat are currently
planned, and to submit alegisative proposal requesting these changes as part of the
Administration’s FY 2005 budget submission to Congress.

TheHousehill also expresses concern about long-term stewardship needs once
cleanup isfinished at each site, and would direct DOE to consider these needs when
implementing accel erated cleanup plans“to ensurethat long-term stewardship isnot
used as a substitute for complete and effective site cleanup.” As discussed earlier,
some have expressed concern that DOE’ s cleanup acceleration strategy may result
in more waste being left on site than would be allowed under original cleanup
agreements. |If more waste were permitted to remain, rather than being removed, the
stewardship costs at such siteswould likely rise asaresult of the need for additional
measures to ensure that the waste continues to be safely contained in future yearsto
prevent exposure. In response to this issue, the House bill indicates that the
Performance Management Plan for each cleanup site should identify the resources
that would be necessary for fulfilling DOE’ sresponsibilitiesto manage the legacy of
contained waste that is |eft behind after cleanup response actions are complete.

The Senate al so would support the requested changein account structurefor the
Environmental Management Program, but would provide about $3 million less
overall than the House for the program. Like the House, the Senate bill expresses
support for DOE’s efforts to reduce risk, accelerate cleanup, and lower costs.
However, it also raises questions, similar to the House, regarding the possible
understatement of costs for certain cleanup acceleration projects. The Senate hill
expresses concern about the “highly optimistic” assumptions upon which estimates
of cost savings and accel erated cleanup goals are based, such as changesin statutory
and regulatory requirementsthat would be needed to alter certain requirementsunder
existing cleanup agreements with EPA and state regulators.

In response to this concern, the Senate bill would provide an additional $5
million for DOE’ s Office of Management, Budget, and Evaluation to increase its
oversight of cleanup acceleration and reform efforts. DOE would be directed to
submit aproposal by March 15, 2004, for establishing aformal process by which the
Office of Management, Budget, and Eval uation would certify that “ new acceleration
and reform agreements based on the site management performance plans are
comprehensive in their cost estimates and contain adequate contingency.” The
Senate bill indicates that the purpose of this certification would be to “improve
oversight and confidencein the cost savings promised in the accel eration and reform
agreements.”
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Civilian Nuclear Waste. The Bush Administration requested $591 million
for the DOE civilian nuclear waste disposal program for FY 2004, a 30% boost over
FY2003. The increased budget is intended primarily to pay for preparing a
construction permit application for a national nuclear waste repository at Y ucca
Mountain, Nevada. The additional funds are also needed for detailed repository
designwork, repository performance studies, and transportation planning, according
to DOE. The Department contends that it cannot meet its 2010 target date for
shipping nuclear waste to Yucca Mountain without receiving its entire FY 2004
budget request for the program.

The House Appropriations Committee, contending that the nuclear waste
program has suffered “chronic funding shortfalls,” voted to provide an additional
$174 million for the program in FY 2004, for atotal of $765 million, to which the
House concurred. The Appropriations Committee report stressed that the additional
funding should ensure that DOE could submit alicense application for therepository
to the Nuclear Regulatory Commission (NRC) by December 31, 2004. The
Committee also directed DOE to prepare any plansand legislation necessary to allow
shipments of spent nuclear fuel to Yucca Mountain to begin in 2007 — three years
before the repository is scheduled to open. However, House Energy and Water
Subcommittee Chairman Hobson promised in afloor colloquy to remove the report
language about early shipments to Y ucca Mountain.

The Senate voted to cut the Administration’ srequest to $425 million, setting up
apotentially difficult confrontation with the House over the controversial program.

Between FY 2005 and FY 2010, nuclear waste funding will have to further
increase to an average of $1.3 billion per year to keep the repository on schedule,
according to the DOE budget justification. The Administration is proposing that
discretionary spending caps be adj usted to accommodatethe program’ shigher future
funding, although specific legisation has not been submitted.

The Nuclear Waste Policy Act of 1982 (NWPA, P.L. 97-425) as amended,
names Y ucca Mountain as the sole candidate site for anational geologic repository.
Following the recommendation of Energy Secretary Abraham, President Bush on
February 15, 2002, recommended to Congress that DOE submit an application to
NRC to construct the Y ucca Mountain repository. Nevada Governor Guinn then
exercised hisright under NWPA to submit a* notice of disapproval” (or “state veto”)
to Congress. Under NWPA, the state disapproval would have blocked the Y ucca
Mountain site if a congressional approval resolution had not been signed into law
within 90 days of continuous session. The approval resolution was signed July 23,
2000 (H.J.Res. 87, P.L. 107-200), allowing the Y ucca Mountain project to proceed
to the licensing phase.

Funding for the nuclear waste program comes from two sources. Under the
FY 2004 budget request, $161.0 million would be provided from the Nuclear Waste
Fund, which consists of fees paid by nuclear utilities, and $430.0 million from the
defense nuclear waste disposal account, which paysfor disposing of high-level waste
from the nuclear weapons program in the planned civilian repository. The House
boosted the Nuclear Waste Fund portion of the request to $335 million. The Senate
cut the Waste Fund portion to $140 million and the defense portion to $285 million.



CRS-36

The 2010 target for opening a permanent repository is 12 years later than the
Nuclear Waste Policy Act deadline of January 31, 1998, for DOE to begin taking
waste from nuclear plant sites. Nuclear utilities and state utility regulators, upset
over DOE'’ sfailure to meet the 1998 disposal deadline, have won two federal court
decisons upholding the department’s obligation to meet the deadline and to
compensate utilitiesfor any resulting damages. Utilitieshave aso won several cases
in the U.S. Court of Federal Claims, although specific damages have not yet been
determined. (For details, see CRS Issue Brief 1B92059, Civilian Nuclear Waste
Disposal.)

The State of Nevadahasfiled avariety of lawsuitsto block the Y uccaMountain
project, including acontention that the federal government lacks authority under the
Constitution to force Nevada to accept the nation’ s nuclear waste.

Power Marketing Administrations. DOE’s four Power Marketing
Administrations (PMAs) devel oped during the 1930sout of the construction of dams
and multi-purpose water projectsthat are operated by the Bureau of Reclamation and
the Army Corps of Engineers. The original intention behind many of these projects
was conservation and management of water resources, including irrigation, flood
control, recreation and other objectives. However, many of thesefacilitiesgenerated
electricity for project needs. The PMASs were established to market the excess
power; they are the Bonneville Power Administration (BPA), Southeastern Power
Administration (SEPA), Southwestern Power Administration (SWPA), and Western
Area Power Administration (WAPA).

The power is sold at wholesale to electric utilities and federal agencies “at the
lowest possible rates ... consistent with sound business practice,” and priority on
PMA power isextended to“ preference customers,” whichincludemunicipal utilities,
co-ops and other “public” bodies. The PMASs do not own the generating facilities,
but they generaly do own transmission facilities, except for Southeastern. The
PMAs areresponsiblefor covering their expenses and repaying debt and the federal
investment in the generating facilities.

The 104™ Congress debated sale of the PMAs and did, in 1995, authorize
divestitureof onePMA (the AlaskaPower Administration Act, P.L. 104-58). There
hasbeen no pressto dispose of theremaining PMASs, and none seemslikely giventhe
broader uncertainties governing electric utility restructuring.

Congressenacted afunding level of $203.5 millioninthe FY 2003 Consolidated
Appropriations Resolution (P.L. 108-7), including an additional $6.1 million for
WAPA above the Administration’s FY 2003 request. The request for FY2004 is
$207.3 million —$5.1 million for SEPA, $28.6 million for SWPA, $171 million for
WAPA, and $2.6 million for operation of hydroelectric facilities at the Falcon &
Amistad Dams located on the Rio Grande River between Texas and Mexico. The
increase in the FY 2004 request over the enacted FY 2003 spending level may be
attributed to an increase of nearly $10 million for Program Direction at WAPA.
Workload requirements attributed to certain orders from the Federal Energy
Regulatory Commission (FERC), and additional hiresarecited asthejustificationfor
anincrease of nearly 10% in higher salariesand benefitsfor WAPA in FY 2004. The
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Housebill funds PMA'’ s at the requested level, and the Senate bill includesthe same
funding .

BPA receives no annual appropriation, but funds some of its activities from
permanent borrowing authority, which wasincreased in FY 2003 from $3.75 billion
to $4.45 bhillion (a $700 million increase). BPA is not requesting additional
borrowing authority in FY2004. BPA intends to borrow $528 million in FY 2004,
down from $630.8 million in FY 2003, to be used for generation and transmission
services, conservation, energy efficiency, fish and wildlife, and capital equipment
programs.
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Title IV: Independent Agencies

Independent agencies that receive funding from the Energy and Water
Development bill include the Nuclear Regulatory Commission (NRC), the
Appalachian Regional Commission (ARC), and the Denali Commission.

Table 10. Energy and Water Development Appropriations
Title IV: Independent Agencies

(in millions of dollars)

Program FY2003 | FY2004 House Senate Conf.
Request | H.R. 2754 | H.R.2754
Appalachian Regional Commission 70.8 33.1 33.1 71.1
Nuclear Regulatory Commission 585.0 626.1 626.1 626.1
(Revenues) (526.5)| (545.6) (545.6) (545.6)
Net NRC 58.5 80.5 80.5 80.5
Defense Nuclear Facilities Safety
Board 18.9 19.6 19.6 19.6
Nuclear Waste Technical Review
Board 3.2 3.1 3.1 3.1
Denali Commission 47.7 9.5 - 48.5
Delta Regional Authority 7.9 2.0 2.0 7.0
Total 206.7 147.9 138.4 229.9

Key Policy Issues — Independent Agencies

Nuclear Regulatory Commission. The Nuclear Regulatory Commission
(NRC) is requesting a total budget of $626.1 million for FY 2003, including $7.3
million for the NRC inspector general’ s office. The funding request would provide
a8.3% increase over FY2003. Major activities conducted by NRC include safety
regulation and licensing of commercial nuclear reactors, licensing of nuclear waste
facilities, and oversight of nuclear materials users. The House and Senate approved
the full NRC request

In the wake of the September 11, 2001, terrorist attacks against the United
States, NRC hasfocused additional attention on the security of nuclear power plants
and other users of radioactive material. NRC’s FY 2004 budget request includes
$53.1 million for activities related to homeland security, a 50% increase over
FY2003. In FY 2004, NRC intends to begin conducting “full security performance
reviews, including force-on-force exercises, at each nuclear power plant on a 3-year
cycleinstead of the 8-year cycle that the agency used before September 11, 2001.”
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(For more information on protecting licensed nuclear facilities, see CRS Report
RS21131, Nuclear Power Plants: Vulnerability to Terrorist Attack.)

NRC proposes to spend $33.5 million on licensing activities for possible new
commercia reactors, which are being encouraged by DOE’s Nuclear Power 2010
program. The FY 2003 appropriation provided about $25 million for new reactor
licensing, up from $10 million in FY2002. According to the NRC budget
justification, thefunding will be used for early site permits (sites approved for future
reactors), reactor pre-licensing and licensing reviews, and updating the nuclear
licensing infrastructure.

For the decade before FY 2001, NRC's budget was offset 100% by fees on
nuclear power plants and payments by other licensed activities, such as the DOE
nuclear waste program. The nuclear power industry had long contended that the fee
structurerequired nucl ear reactor ownersto pay for anumber of NRC programs, such
asforeign nuclear saf ety efforts, from which they did not directly benefit. To account
for that concern, the FY 2001 Energy and Water Development Appropriations Act
(P.L. 106-377) included an NRC proposal to phase down the agency’ s fee recovery
to 90% during the subsequent 5 years — two percentage points per year. Asaresult,
92% of the FY 2004 NRC request —minus $33.1 million transferred from the Nucl ear
Waste Fund to pay for waste repository licensing — is to be offset by fees on
licensees.
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