THE WHITE AQUSE

Wiela S H R SET DM
May 12, 2004

Dear M. Speaker:

| ask the Congress to consider the encl osed FY 2005 budget
amendnent to establish a $25 billion contingent energency
reserve fund to support operations in Iraqg and Af ghani stan.

Al though we do not know the precise costs for operations next
year, devel oprments on the ground in Iraq indicate the need to
plan for contingencies. W plan to pursue a full FY 2005

suppl enental request when we can better estinmate precise costs.
In the neantinme, this reserve fund will ensure that our nen and
wonen in uni form continue to have the resources they need when
t hey need them

| have pledged to our troops that they will have all the
resources they need to acconplish this vital mssion, and | urge
t he Congress to approve this reserve fund.

The details of this proposal are set forth in the encl osed
letter fromthe Director of the Ofice of Managenent and Budget.

Si ncerely,

S0

The Honorable J. Dennis Hastert
Speaker of the

House of Representatives
Washi ngton, D.C. 20515

Encl osur e
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

THE DIRECTOR

May 12, 2004

The President
The White House

Submitted for your consideration is a request for an FY 2005 budget amendment to
establish a$25 billion contingent emergency reserve fund to support operations in Irag and
Afghanistan.

The Department of Defense devel oped this recommendation following discussions with
our commandersin Irag and Afghanistan. Developments on the ground and uncertainty when
Congress would be in session to consider an FY 2005 supplemental indicate that the availability
of areserve fund may be necessary to ensure there is no disruption in funding and resources for
our armed forces.

Following Congressional action, the contingent emergency reserve fund would be
available only if you make a subsequent request designating al or some of these funds as an
emergency and essential to operationsin Irag and Afghanistan. The funds would not be
available for reconstruction activities. While the fundsinitially would be allocated into the Irag
Freedom Fund across the military services, the amendment would provide flexibility to transfer
fundsif necessary. The contingent emergency reserve fund would be available beginning in FY
2005. The Department believes it has the resources it needs for FY 2004, assuming it has
sufficient flexibility to transfer funds between accounts.

The costs of continued operations over the next year cannot be estimated with precision
at thistime. The contingent emergency reserve fund would be accessed should there be a need
for additional resources. We plan to submit a full supplemental request in early 2005 whenthe
Department of Defense will have better information on required resources. Until then, the
reserve fund will ensure that our troops will have the necessary resources when they need them.
Funds spent from the reserve would reduce the cost of afull FY 2005 supplemental request.

Recommendation

Attached for your consideration is legidative language that would establish this fund.
We understand that both the House and the Senate Armed Services Committees have indicated
an interest in authorizing this fund in their FY 2005 Department of Defense Authorization bills.
This legidative language could be adapted to authorize this fund.



| have reviewed this proposal and am satisfied that it is necessary at thistime. Therefore,
| join the Secretary of Defense in recommending that you transmit the proposal to the Congress.

Joshua B. Bolten
Director

Enclosure



DEPARTMENT OF DEFENSE
Irag Freedom Fund
Contingent Emergency Reserve
(Including Transfer of Funds)

For additional expenses, not otherwise provided for, necessary to support operationsin
Irag or Afghanistan, $25,000,000,000, available October 1, 2005, and to remain available until
expended: Provided, That the funds made available under this heading shall be available only to
the extent that an official budget request for all or part of the fundsis transmitted by the
President to the Congress and includes designation of the amount of that request as an
emergency and essential to support activities and agenciesin Irag or Afghanistan:  Provided
further, That funds made available under this heading, may be available for transfer for the
following activities:

Up to $14,000,000,000 for “Operation and Maintenance, Army”;

Up to $1,000,000,000 for “Operation and Maintenance, Navy” ;

Up to $2,000,000,000 for “Operation and Maintenance, Marine Corps’;

Up to $1,000,000,000 for “Operation and Maintenance, Air Force’;

Up to $2,000,000,000 for “Operation and Maintenance, Defense-Wide;

Up to $5,000,000,000 may be used to reimburse other appropriations or funds of the

Department of Defense and classified programs:

Provided further, That in addition to the transfers authorized in the previous proviso,
after consultation with the Director of the Office of Management and Budget, the Secretary of
Defense may transfer the funds provided herein to any appropriation or fund of the Department
of Defense or classified programs, to be merged with and available for the same purposes and for
the same time period as the appropriation to which transferred: Provided further, the Secretary
of Defense shall notify the Committees on Appropriations and the Authorizing Committeesfive
days prior to the transfer of funds made available under the previous proviso: Provided further,
That upon a determination that al or part of the funds transferred from this appropriation are not
necessary for the purposes provided herein, such amounts may be transferred back to this
appropriation: Provided further, That the transfer authority provided under this heading isin
addition to any other transfer authority available to the Department of Defense.

This request for $25 hillion for the Iraq Freedom Fund would provide the resources
necessary to ensure there is no disruption in funding and resources for our armed forces. The
funds would only be available to the Department of Defense and classified programs to support
operations in Irag and Afghanistanand would only be available if the President makes an
emergency determination that additional resources are needed for essential war costs. Funds
would be available for all service operation and maintenance accounts as well as emerging
needs. The amendment provides flexibility to transfer funds across accounts and services if there
isaneed.



