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94t Coneress | HOUSE OF REPRESENTATIVES RrporT
1st Session { No. 941

TEMPORARY SUSPENSION OF PRESIDENTIAL AUTHOR-
ITY TO IMPOSE FEES ON, OR OTHERWISE ADJUST,
PETROLEUM IMPORTS; INCREASE OF TEMPORARY
LIMIT ON PUBLIC DEBT

JANUARY 30, 1975.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. UrLman, from the Committee on Ways and Means,
submitted the following

REPORT
together with

INDIVIDUAL, MINORITY, ADDITIONAL MINORITY, SEP-
ARATE MINORITY, AND SUPPLEMENTAL MINORITY

VIEWS
[To accompany H.R. 1767]

The Committee on Ways and Means, to whom was referred the bill
(H.R. 1767) to suspend for a 90-day period the authority of the
President under section 232 of the Trade Expansion Act of 1962 or
any other provision of law to increase tariffs, or to take any other im-
port adjustment action, with respect to petroleum or products de-
rived therefrom; to negate any such action which may be taken by
the President after January 15, 1975, and before the beginning of such
90-day period; and for other purposes, having considered the same,
report favorably thereon with amendments and recommend that the
bill as amended do pass.

The amendments are as follows:

On page 4, after line 14, insert the following :

Skc. 4. Nothing in the first section and sections 2 and 3
of this Act shall be deemed to affect the validity of any proc-
lamation or executive order issued before January 16, 1975,
by the President under section 232(b) of the Trade Expan-
sion Act of 1962. e
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On page 4, after line 14, insert the following:

‘SEc. 5. (a) During the period beginning on the date of the
enactment;( (Zf thismict and ending on June. 30, 1975, the
public debt limit set forth in the first sentence of section
21 of the Second Liberty Bond Act (31 U.S.C. 757b) shall be
temporarily increased by $131,000,000,000. .

(b) Effective on the date of the enactment of this Act,
the first section of the Act of June 30, 1974, providing fora
temporary increase in the public debt limit for a period
ending March 31, 1975 (Public Law 93-325), is hereby

repealed. o
1. SUMMARY

As originally introduced and as reported by the Committee, H.R.
1767 provides for the temporary suspension of the President’s author-
ity to adjust imports of petroleum and petroleum products for the
90-day period beginning on the date of enactment, and negates any
Presidential import adjustment action taken after January 15, 1975,
and before the beginning of such 90-day period. The Committee
amended the bill to also extend the temporary limit on the public debt
through June 80, 1975, and increase the temporary limitation to
$531 billion. .. » )

In the case of petroleum and petroleum products the first section of
the bill suspends for the 90-day period beginning on the date of enact-
ment any authority the President might have to adjust imports of
petroleum and petroleum products. Section 2 would negate any Presi-
dential action to adjust petroleum imports taken after January 15,
1975, and before the date of enactment, and also provides for the
rebate of any duties or import fees or taxes levied and collected pur-
suant to any such action.’ Section 3' provides that the suspension of
Presidential authority to adjust petroleum imports will cease if at any
time during the 90-day period war is declared, a national emergency
occurs, or certain situations involving the commitment of United
States. Armed Forces arise. Section 4 of the bill, added by Committee
amendment, provides that. HLR. 1767 shall not affect the import license
fee system on petroleum and petroleum products which was in effect
on January 15, 1975. - . o

The other Committee amendment. relates to the debt limitation.
The permanent debt limitation under present law is $400 billion.
Effective through March. 81, 1975, present law also provides for .a
temporary additional limit of $95 billion, giving an overall public
debt limit. of $495 billion. - . o oL

This bill provides for an increase of the present temporary debt
limitation from $495 billion to $531 billion through June 30, 1975. No
change is made in the permanent debt limit of $400 billion. This is a
$36 billion increase in the present combined limitation as well as an
exterision of this limit for three additional months. .

The administration requested an increase in the debt limitation to
$604 billion through June 30, 1976, and indicated in its supporting
information that a debt limitation of $531 billion would meet its
financing requirements through June 30, 1975. '
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TABLE 1.—STATUTORY DEBT LIMITATIONS, FISCAL YEARS 1347 TO DATE, AND A PROPOSED LIMITATION IN
FISCAL YEAR 1975

[in billions of doliars]

Statutory debt limitation
Temporary
Fiscal year Permanent additional Total
I947-54 o e e 275 e 275.0
1985 through Aug. 27 ... 205 e 275.0
1955: Aug. 28 through June - 275 6.0 2810
100 o e v e nnn 275 6.0 28L.0
L 1 S S T, 275 3.0 278.0
1958 through Feb. 25. .. ._._._. - 4 1 S 275.0
1958: Feb, 26 through June 30 .. e 275 5.0 280.0
1958 through Sept. 1 e 275 5.0 280.0
1959: Sept. 2 through June 29 _ —— - 283 50 238.0
1989: 3une 30, L . 285 5, 290.0
..................................... 285 10, 295,
1961 e 285 8. 203.0
1962 through Mar. 12 .. il 285 13. 298.
1962: Mar. 13 through June 30 ... 285 18, 300,
1963 through Mar. 31....___._. m 285 23, 308.0
1963: Apr. L through May 28____. ... 285 20. 305.0
1963: May 29 through June 30 ... ..o as 285 22.0 307.0
1964 through Nov. 30_._._____. P 285 24,0 309.0
1964: Dec. 1 through June 28 285 30.0 315.0
1964: June 29 and 30____... 285 39.0 324,
1965 . .oeoooo. 2 39, 324,
1966, . eiieeaeann e 285 43, 328.0
1987 through Mar. 1. L 285 45, 330.
1967 Mar. Zthrough June 30 ... ... 285 510 336.
19681 . eeiian e 358 L ia- 358.0
1969 thraugh Apr. B 1. . . et 358 7.0 365.0
1969 after Apf. 61 . e 358 o eeaoaa 358.0
1970 through june 30 1. _ P 365 12.0 377.0
1971 through June 301 _ . e 380 15.0 395.¢
1972 through June 301 . . avcam———— 400 50.0 450,
1972 through Oct. 311, . . 400 80,0 450,
1973 through June 301 e 400 65,0 465,
1973 through Nov. 300 s 400 65.0 465,
1978 through June 301, L 400 5.7 478,7
%’?75 thrgugh Mar Bl e e 400 95,0 4950
oposed:
From enactment through June 30, 19751 ... . .. ... ... 400 13t.0 531.0

After June 30, 1975 1. o . 400 ..o " 200.0

1 Includes FNMA participation certificates issued in fiscal year 1968.

This committee amendment includes within the temporary debt
limit $14 billion for financing various Federal agency credit pro-
grams through the Federal Financing Bank. This action permits sub-
stantial interest saving on those bonds. The committee has requested
the Secretary of the Treasury to report each month on the borrowing
under the debt limit through the Federal Financing Bank and whether
the debt limit is sufficient so it will not be necessary to divert this bor-
rowing directly through the agencies involved.

I1. SUSPENSION OF ANY EXISTING AUTHORITY TO
INCREASE IMPORT FEES ON OIL

A. Curoxorocy or PresmexT’s AcrioNn anp Commrrree RESPONSE

H.R. 1767 is essentially a response, and a much needed response, to
the precipitons action taken by the President on January 23, pro-
claiming an import fee on petroleum and petroleum products. The
President’s action by proclamation anticipated enactment of legislation
involving taxes on certain energy resources including a $2-per-barrel
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tax on crude petroleum, both imported and domestically produced, and
also import fees and excise taxes on petroleum products. By favorably
reporting H.R. 1767, the Committee is not seeking a Congressional
confrontation with the President. Rather, the enactment of HLR. 1767
will reserve Congressional options to work as an equal partner with
the President on our energy problems, including the problem of the
growing dependence on foreign oil. o .
Press reports in early January of this year that the Administration
was considering a tariff of $1-$3 per barrel on imports of petroleum
were confirmed by the President’s television address on January 13,
and the State of the Union Message on January 15.
~ In anticipation of hearings by the Committee on Ways and Means
on the President’s tax proposals as outlined in the State of the Union
Message, Chairman Ullman, after consulting with Committee mem-
bers, wrote to the President on January 21, expressing his concern
with the proposed action by the President and requesting that the
President withhold Executive action until appropriate legislation con-
sideration could be given to all of the President’s energy tax proposals.
Chairman Ullman stated in his letter to the President:

Coamrrree o8 Ways AND MEans,

U.S. House oF REPRESENTATIVES,
: Washington, D.C., January 21, 1975.
Hon. Gerap R, Forp,
President of the United States,
The W hite House, Washington, D.C. ;

Dear Mr. PresioenT: This is in reference to your proposed action
of imposing a $1-$3-per -barrel import fee or tariff on imports of crude
oil (and a tariff of similar incidence on petroleum products) under
Section 232, the national security provision of the Trade Expansion
Act of 1962.

There has been no indication of which I am aware that the Secre-
tary of the Treasury has conducted an investigation and recommended
to you on the basis of such an investigation the action you propose to
take under Section 232 of the Trade Expansion Act. In the absence of
any indication along these lines, I must assume that you are acting
under the national security investigation and Presidential finding of
1959 under which the import quota system on petroleum and petrolenm
products was established some 15 years ago.

T am aware that the President in February of 1973 changed the im-
port quota system on petroleum and petroleum products to an import
license fee system without benefit of a new national security investiga-
tion and Presidential finding. Such action at that time was not broadly
questioned by the Congress, although many Members, including Mem-
bers of the Committee on Ways and Means, had reservations concern-
ing the basis of that action. Under H.R. 14462, as reported by the
Committee on Ways and Means, any import restriction on petroleum
under Section 232 would have become subject to specific legislative
criteria. Also reflecting those concerns are the new procedural and re-
porting requirements which were added by amendments to-Section 232
contained in the Trade Act of 1974, Public Law 93-618..

——
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There are serious legal questions created by continued Presidential
use of Section 232 to drastically change (merely by issuing executive
orders) restrictions on imports of petroleum products without benefit
of the statutory investigation and findings required by that provision.

It can be recognized that the President from time to time wonld find
it necessary to make some changes in the program of adjusting imports
under Section 232 in light of changing circumstances. However, the
original thrust and purpose of the 1959 national security finding with
respect to petroleum has all but disappeared. Obviously what remains
is the continued, even increased dependence on imports of petroleum
and petroleum products. The question is how best this situation can
be dealt with in light of completely different circumstances in 1975 ¢

The divergence of economic interests involved in the existing com-
plicated import license fee system on oil imports will be exacerbated
by the additional, and changing level of import fees which you pro-
pose to impose under Presidential authority. The changing costs and
price conditions which the import fee will create are not conducive to
sound legislation.

As you have implied in your message to the Congress. the energy
and indeed the economic problems we face call for comprehensive and
consistent legislative approach. In this regard, there is a preferable
course to take and one which will provide the greatest degree of co-
operation between the Executive branch and the Congress. To this end
I respectfully request that you take no further action under the na-
tional security provision to impose additional fees or tariffs on imports
of petroleum and petroleum products, but await appropriate legisla-
tive action. As I am sure you are aware the Committee on Ways and
Means is responding to your request for action by making your pro-
posal the first order of business.

Sincerely yours, :
Ar. Urrman, Chairman.

Subsequently, the Committee held a hearing on January 22, and at
that hearing Secretary of the Treasury Simon disclosed for the first
time publicly the President’s proposed action on import fees for
crude petroleum and petroleum products was to be based on an investi-
gation Secretary Simon had requested on January 4, 1975, under the
national security provisions, of section 232 of the Trade Expansion
Act of 1962. The investigation was completed January 13, and trans-
mitted to the President January 14,1975,

Despite the existence of an import license fee system on petroleum
and petroleum products under section 232, despife the provision for
public hearings or other appropriate forms by whicli interested parties
could offer their views, and despite an expressed interest by the Com-
mtittee on Ways and Means in the 93rd Congress concerning the use of
section 232 to limit imports of petroleum in the absence of legislative
guidelines, the Administration chose not to hold public hearings and,
indeed, chose not to make public until January 22 the fact that a sec-
tion 232 investigation had been requested and completed.

_ On January 23, the President issued his Executive Order proclaim-
ing import fees on petroleum and petroleum products which would
bring in revenues of about $200 million during the first three months
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and $400 million monthly by April 1975 according to the Administra-
tion. The President’s action was taken without benefit of a public
hearing on the effects of such a tax or tariff and without public or
Congressional review of the system for imposing the import fee and
the criteria used to determine its incidence on petroleum products and
on different consumers.

B. DescriprioNn oF THE PrESIDENT'S AcrTioN AND COMMENTS ON
Economic Inrracr

The Proclamation by the President dated January 23, 1975 modifies
Proclamation 3279 dated March 10, 1959, which established the man-
datory oil import quota program. It also modifies amendments of that
Proclamation including Proclamation 4210 of April 18, 1973, which
suspended tariffs on imports of petroleum and petroleum products
and replaced the oil import quota program by a system of import
license fees. :

Amendment of import license fee system

The Proclamation provides that the phase-in schedule of import
license fees under the present system and the preferential longer phase-
in fee schedule for imports of motor gasoline and other finished prod-
ucts from Canada (established under Proclamation 4227 of June 19,
1973) will be eliminated. This means that as of February 1, 1975, the
import fees under the present program will increase on crude oil from
18.0 to 21.0 cents per barrel, from 59.5 to 63.0 cents per barrel on motor
gasoline, and from 42.0 to 63.0 cents per barrel on all other finished
products. These rates would have been achieved as of November 1, 1975
under the present program. ‘

The elimination of the longer phase-in of fees on imports from
Canada means the present fee of 6.0 cents per barrel on motor gasoline
and 4.2 cents per barrel on other finished products rises to the uniform
63.0 cents per barrel, which was not scheduled to take effect until
November 1, 1980.

New import fee schedule

The Proclamation increases the import fees under the present pro-
gram on crude oil by a supplemental fee of $1 per barrel effective
February 1, $2 per barrel as of March 1, and $3 per barrel as of April
1. The supplemental effective fees on petroleum products will be zero
as of February 1, $0.60 as of March 1, and $1.20 by April 1. For ex-
ample, the total import fee on a barrel of crude oil would be $3.21 as of
April 1, and $1.83 per barrel of residual fuel oil.

The Proclamation reinstates the tariffs on petroleum and petroleum
products as of February 1, which were suspended when the import
quota system was replaced by license fees, The burden of the reinstate-
ment is nil, however, since the tariffs are subject to refund of equiva-
lent amounts from the total fees paid.

“Entitlements” program
The “Old Crude Oil Allocation Program,” under Federal Energ

Administration (FEA) regulations issued in December 1974, will
continue to apply under the new program to equalize substantially

!
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the costs of crude oil to refiners while the domestic two-tier price con-
trols remain in effect. The purpose of this so-called “entitlements
program is to reduce the cost differentials between refiners with access
to lower cost “old” oil (currently under a price ceiling averaging about
$5.25 per barrel) and refiners dependent on more costly imported and
“new” domestic erude oil not subject to price controls (averaging over
$11 per barrel). The cost disparity is reduced by allocating low-priced
“gld” oil proportionately among all refiners by issuing entitlements
each month to refiners granting them access to price-controlled “old”
crude oil. The entitlements to each refiner will be equal to the national
average ratio of “old” crude oil to new domestic plus imported crude,
calculated monthly by the FEA. Additional entitlements will be is-
sued to small refiners. The FEA will publish a list of the number of
entitlements issued each refiner. ]

Refiners with a lower share of “old” oil than the national average
in a particular month, for example, refiners heavily dependent on
imported crude oil, sell entitlements to refiners with more than their
share of low-priced crude, up to the amount of the national average
ratio. The proceeds from the sales are used by the refiners to reduce
their cost of higher-priced imported or domestic oils. The refiners’
customers pay prices that reflect the cost of the imported crude oil
reduced by the value of the entitlement sales for the particular month.
In turn, refiners with more “old” oil than the national average must
purchase such entitlements in order to process their “old” oil. The
goal is for all refiners’ product prices to reflect approximately the same

roportion of low-priced domestic crude oil regardless of geographic
ocation or source of crude oil supply.

Under the present allocation regulations, residual fuel oil and No.
2 fuels (heating oil and diesel ftze%l)1 receive an entitlement valued at
approximately one-third of the crude entitlement value. These regu-
lations are being amended to eliminate such entitlements for products.
Entitlements for products are replaced by reductions in fees to im-
porters of all petroleum products subject to the supplemental fees.
The supplemental fees charged on products will be reduced from the
crude levels by $1.00 per barrel on February 1, $1.40 per barrel on
March 1, and $1.80 per barrel on April 1.

This system of lesser fees on products is designed to equalize as
much as possible the costs of imported fuel oils and other imports of
petroleum products with domestic production while price controls re-
main in effect. It is also intended to reduce the impact of large fees in
regions heavily dependent on product imports.

About 60 percent of the total national supply of crude oil is either
imported, “new” domestic production, or stripper well production not
subject to price controls. Under the entitlements program, each refiner
is allocated the equivalent of approximately 40 percent of its crude oil
runs as price-controlled “old” oil. In other words, refiners will be re-
Imbursed, in effect, under the entitlements program by about 40 cents
for each $1.00 increase in the fee on imported crude oil and incur a net
60 cent price increase for each $1.00 increase in the fee. To maintain an
equal cost relationship between domestic refiners and importers of re-
fined products, the import fee on products is computed initially at 60
cents instead of the $1.00 crude level to match the effective 60-cent
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net fee cost for refiners. In turn, importers have had benefits under
the present entitlements program equivalent to 60 cents per barrel
of imported product. Since this entitlement will be eliminated under
the new program, the import fee on products will be reduced by an
equivalent 60 cents.

Effective import fees

Consequently, the net effective import fee on petroleum products
will be zero in February; in March the corresponding initial fee is
$1.20 instead of the $2.00 crude level (i.e., the reimbursement to refin-
ers of the crude oil fee under the entitlements program is 80 cents)
minus 60 cents for current entitlement benefits, for a net fee of $0.60;
and in April the net fee of $1.20 excludes $1.80 for the crude oil en-
titlement and 60 cents for the current product entitlement. The FEA
Administrator has authority under the proclamation to reduce the
fee by these or by other amounts as he may determine necessary to
achieve the objectives of the Proclamation and the Emergency Petro-
leum Allocation Act of 1978. )

The fees are payable by the last day of the month following the
month the imports are released from customs or entered or with-
drawn from warehouse. Under current price regulations, there will
be a minimum lag time of one month between importation or pay-
ment of the fees on imported crude oil or products and pass-through
of the price increase by the refiner or importer. For example, the first
fee on petroleum products would not be passed through until April.

Under the present license fee system, fees are refunded on imports
which are refined into products for export or incorporated into petro-
chemicals exported. This drawback authority is extended under
the new program to the supplemental fees. The Administration
is given discretion to refund fees in certain other instances, including
imports of unfinished oils incorporated into petrochemicals for ex-
port and fees on imports of crude oil manufactured into asphalt.

However, under the present system, imports of crude oil and petro-
leum products are generally exempt from license fees on the volumes
under the allotments of the old import quota program. About 90 per-
cent of crude imports and over 90 percent of residual fuel oil imports,
for example, are currently fee exempt. These fee-free allocations, as
well as the long-term allocations of imports into Puerto Rico and those
made by the Oil Import Appeals Board, will continue in effect for the
revised existing fees until the allocation system terminates in 1980.
All petroleum and petroleum products imports will be subject, how-
ever, to the new supplemental fees.

Finally, the Proclamation provides for the Administrator of the
FEA to evaluate the structure and scope of elements of the existing
mandatory oil import program which will remain in effect with a
view to possible simplification. He is to submit recommendations to the
President within three months.

Economic Impact «
According to the Federal Energy Administration, the  United

States now imports about 4.1 million barrels per day of crude oil and

about 2.6 million barrels per day of fuel oil and other refinery prod-
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ucts. The Administration estimates that the increase of $3.00 per bar-
rel on imported crude oil and $1.20 on imported petroleum products
will increase average imported petroleum prices by about $.085 per
gallon.

The Administration has made public very little information about
Ifaossible price effects of the proclaimed increases in existing import

ees. The entire energy package is expected to cause a one-time increase
in the price indexes of approximately 2 percent. This Treasury De-
partment estimate combines the primary and ripple effects of the total
$30 billion energy conservation taxes and fees package. In calendar
year 1975, the import fees are expected to total $3.2 billon, or 12.2 per-
cent of the total energy tax receipts. In calendar year 1976, the import
fees are projected to be $4.1 billion, or 13.6 percent of the total. There-
fore, the Administration considers the potential inflation impact of
the oil import fee portion of the energy package to be small.

Other estimates are more pessimistic. A January 1975 Library of
Congress Congressional Research Service report estimates that a $3-
per-barrel increase in the import fees on imported crude and petroleum
products will raise the price of imported crude from $12.50 to $15.50
per barrel, costing $7.1 billion yearly at current import rates.

The study indicates that all elements of the Administration’s energy
program in the aggregate could cost at least $50.8 billion in 1975. Given
an anticipated 1975 gross national product of $1500 billion, the pro-
gram could raise living costs by 3 percentage points, assuming com-
plete pass through of the sum to final prices. Directly, before consider-
ation of secondary or ripple effects, the energy package will raise the
rate of inflation from an estimated 6-7 percent to 9-10 percent in
1975. Put another way, the package will increase the rate of inflation
in 1975 about 50 percent in direct costs, even before considering the
ripple costs that emanate from the primary price increase.

Energy costs are marked up through layer upon layer of the manu-
facturing, distribution and retailing systems which results in products
embodying energy having their prices raised by more than the actual
increase in energy costs. Many wages and other payments like social
security are tied to the change in prices, hence, compounding the rise
in energy prices’ effect on the general price level. The ripple effect is
estimated to be 1.5 to 2.0 times the primary effect, implying that.
potentially, the Administration’s total energy package’s primary and
secondary effects could cause 1974’s 12 percent inflation rate to con-
tinue through 1975.

A report by Data Resources, Inc., also prepared in January, gen-
erally supports the Congressional Research Service study, although
its estimates are slightly lower. The DRI study assumes that a large
part of the price increase will be reflected in higher wages and unit
labor costs, and will find its way back into prices via the wage-price
spiral. The GNP deflator is estimated at 8 percent higher at the end
of 1975, increasing the total inflation rate through the year to 10.7
percent. The study further predicts a spillover effect into 1976 of
another one percent, bringing the total projected inflation rate for
1976 to over 6 percent and the total inflation effect of the Administra-
tion’s energy package to 4 percent, thereby assuring continued
double-digit inflation,

454828 O - 75 = 2
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C. Descrrerion or Provisions Recarping ImporT FEE ON
' PrrrOoLEUM :

The first section of H.R. 1767 provides that the President’s authority
to adjust imports of petroleum and petroleum products under section
9392 of the Trade Expansion Act of 1962 (the national security provi-
sion) or under any other provision of law, is to be suspended for a
period of 90 days beginning on the dafe of enactment. It is intended
that no further Executive action be taken in the form of an import
quota, tax, tariff, or fee or other type of import restraint during the 90-
day period that would have the effect of increasing the price of im-
ported petroleum and petroleam produets. , .

In this context, petroleum and petroleum products or, as stated in
the bill, “petroleum or any product derived therefrom,” means im-
ported crude oil, crude oil derivatives, and products and related prod-
ucts derived from natural gas and coal tar, and as employed in
proclamations issued under section 232 of the Trade Expansion Act
0f:-1962 for the'purpose of adjusting imports. Tt should be noted that
section 4 provides that the Act is pot to have any effect on proclama-
tions or Executive orders issued before January 15, 1975 by the
President under section 232 of the Trade Expansion Act of 1962.
Thus, it is not intended that the Act affect the status of the existing
import license fee system undefPrdelamg,tmn No. 4210 " o

Section'2(a) would repeal any Executive order or proclamation is-
sued by the President after January 15, 1975 and before the date of
eniactment; under section 232(b) of the Trade Expansion Act of 1962
or any other provision of law resulting in the imposition of a rate‘of
duty on imports of petroleum or any product derived therefrom. On or
after the date of enactment, petroleum and petroleum products made
subject to a rate of duty by such action ‘would enter free of any such
duty. In addition, section 2(a) (2) would provide for the rebate of any
duty paid on imports of petrolenm-er petroleum products imposed by
the President pursuant to any action by him after January 15, 1975,
and before the date of enactment, under section 232 or any other provi-
sionof law. - e T

Section 2(b) is similar to section 2(a) except that it will repeal the
import fee proclaimed by the President on January 23, 1975 or any
similar action taken after January 15, 1975 and before the date of en-
actment involving the imposition of a tax or fee on the imports of
petroleum or any products derived therefrom undet ‘section 232(b)
of the Trade Expansion Act of 1962 or any other provision of law.
Likewise, on and after the date of enactment, the tax or fee imposed on
imports of petroleum and products derived therefrom shall be only
the tax or fee in effect as a result of action taken before January 16,
1975. As in section 2(a)(2); any tax or fee imposed on imports of
petroleum and petroleum products which exceeds the tax or fee im-
posed on January 15, 1975 is to be rebated upon application to the
appropriate Federal agency. V ) . :

Tn providing a rebate of duties or fees, the Committee intends that
there should be no increase in the price of imported petroleum or any
product derived therefrom should a traiff or import fee be imposed
prior to the enactment of this Act. Since importers will be assured
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that the duties or fees will be rebated, there will be no need for im-
porters to pass along the fee to the customers through an increase in
price. In any event, the Committee is informed that under the Presi-
dent’s Proclamation, the import fee on crude oil will not be collected
immediately and the fee on products will not begin to be collected until
April or even later.

Section 3 provides that the 90-day suspension of the President’s au-
thority to adjust imports of petroleum or any product derived there-
from under section 232 of the Trade Expansion Act of 1962 or any
other provision of law shall terminate under certain cirecumstances
mvolving the United States armed forces engagement in hostilities.
The circumstances are: (1) should the Congress declare war; (2)
should United States armed forces be introduced into hostilities pur-
suant to specific statutory authority ; (8) should a national emergency
be created by attack upon the United States, its territories or posses-
sions, or its armed forces; or (4) should United States armed forces
be introduced into such hostilities, situations, or places, or are enlarged
in any foreign nation under circumstances which require a report by
the President to the Congress pursuant to section 4(a) of the War-
Powers Resolution (50 U.S.C. 1453(a)).

Thus, under Section 3, the President’s power to act under Section
232 of the Trade Expansion Act in time of national emergency involv-
ing armed conflict would be preserved, despite the suspension period
of 90 dags provided in Section 1 of the bill.

The Committee has been informed that a suit has been instituted to
test the validity of the President’s action of January 28, 1975, under
section 232(b) of the Trade Expansion Act of 1962 for the purpose of
adjusting imports of petroleum and products derived therefrom. The
Committee does not intend that its action in reporting out H.R. 1767,
and in setting forth the views contained in this report with respect to
the action taken by the President on January 23, 1975, should affect
in one way or another the determination in this suit or in any other
proceeding which has been instituted (or which may be instituted)
on the merits of issues relating to the scope of Presidential authority
or the validity of any particular exercise of that authority under sec-

tifoil 232(b) of the Trade Expansion Act of 1962 or any other provision
of law.

D. Reasoxs ror SUSPENDING THE PRESIDENT'S AUTHORITY

The fProgggmatz’on pre-empts other approaches to reducing demand
or

The Committee has not had the opportunity to analyze in detail
the many ramifications of the Presidential proclamation of Janu-
ary 23, 1975. It it clear, however, that the import fees to be imposed
on crude petroleum are not due to be collected until the last of
February. The payment of fees on products is to be delayed an
additional month to the end of March or the first part of April.
Surely the degree of import restraint gained by the precipitous Exe-
cutive action under the umbrella of national security is of minimal
contribution to the overall goal of reduction of oil imports. Given
the actual effective date of the import fees, the early incidence (or
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lack thereof) of the President’s program does not conform to the
public posture of an active Executive branch making the hard
decisions and impatiently awaiting Congressional concurrence.
Certainly early and effective action to reduce our reliance on oil
imports is essential. However, the double challenge of inflation and.
recession are extremely serious threats to our economic welfare as
well. These problems too are twin responsibilities of the Congress and
the President. Reliance on Executive action under the 1}at10na1 geeurity
clause, Section 232 of the Trade Expansion Act, without adequate
public notice and in the absence of consultations with the Congress.
and despite the best of intentions, ignores recent sensitivities respecting
the use of Presidential power. What is of more basic concern 1s the
effect the Proclamation has on the authority of the Congress.
By imposing the import fees by proclamation, the Administration
sought to establish, once and for all, the .across—thwbpard incidence
of the $2-per-barrel import fee as the major element in the tax pro-
gram of discouraging demand for oil. With the import fee on crude
firmly established in the market place, the import fee on products
being altered through the so-called “entitlements” program ( estab-
lished to reduce cost differentials created by price controls and the
two-tier price system) and other import fee rebates or adjustment
being made to accommodate “special circumstances,” it was _hope;i
that the Congress would have no choice but to adopt the President’s
approach, or alternatively, to assume the responsibility for not
responding to the need for an effective energy program. .
There is no doubt that to allow the President’s proclamation of
January 23, 1975, to stand pre-empts the choices that are otherwise
available to the Congress in developing its own approach to energy
eonservation through the tax system. : L
As indicated above, the President’s energy tax package is infla-
tionary in its effect on energy cost for individuals and/or business,
much more so than first estimated. Moreover, its negative impact
on the effective demand for other goods has been underestimated by
the Administration, as reflected in an unusual concensus among econo-
mists appearing before the Committee on Ways and Means. Alterna-
tives to the President’s program are available and must be considered,
given general inflationary effects of the administration program on
all energy costs, the secondary cost effects on products embodying
energy, and the. recessionary effect of reduced purchasing power the
program will have.

The criteria of the national security provision has not been adequately
met

The chronology of the national security investigation and finding
on which the President based his proclamation has been detailed else-
where in this report. The Committee is sympathetic with the support-
ing statements that literally hundreds of hearings and studies have
been conducted in recent years on our energy needs and the policies and
programs required to meet the energy challenge. Understandably, there
was a great desire to avoid another lengthy investigation under the
national security provision. There are a myriad of factors involved
that have been analyzed, studied, and reported upon. Not all, how-
ever, are relevant to the criteria of Section 232.
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Paragraph (c) of that section reads as follows:

(¢) For the purposes of this section, the Secretary and the
President shall, in the light of the requirements of national
security and without excluding other relevant factors, give
consideration to domestic production needed for projected na-
tional defense requirements, the capacity of domestic indus-
tries to meet such requirements, existing and anticipated avail-
abilities of the human resources, products, raw materials, and
other supplies and services essential to the national defense,
the requirements of growth of such industries and such sup-
plies and services including the investment, exploration, and
development necessary to assure such growth, and the im-
portation of goods in terms of their quantities, availabilities,
character, and use as those affect sueh industries and the ca-
pacity of the United States to meet national security require-
ments. In the administration of this section, the Secretary
and the President shall further recognize the close relation
of the economic welfare of the Nation to our national security,
and shall take into consideration the impact of foreign com-
petition on the economic welfare of individual domestic in-
dustries; and any substantial unemployment, decrease in
revenues of government, loss of skills or investment, or other
serious effects resulting from the displacement of any do-
mestic products by excessive imports shall be considered, with-
out excluding other factors, in determining whether such
weakening of our internal economy may impair the national
security.

As can be seen, the major theme of the relevant factors to be con-:
sidered by the Secretary of the Treasury and by the President is the
impact of imports on the ability of industries to produce domestically
and to meet national defense requirements from domestic production.
‘While consideration is to be given to the close relation of the economic
welfare of the Nation to our national security, it is the capacity of
domestic industries in relation to national defense requirements that
is most closely related to the purposes of the section.

The rationale supporting the national security action on oil imports
in 1955 or in 1959 has changed drastically over the years, with the oil
embargo and subsequent price increases presenting entirely new mar-
ket conditions to domestic oil producers. No one is contending that
the domestic oil industry is being destroyed by cheap imports. Not
only has the rationale of encouraging domestic production in face of
low cost foreign oil changed, but the structure of the domestic oil
industry and the market it serves no longer relate to the type of rea-
soning which led to the oil quotas of 1959,

There can be no doubt that it is in the national security interest to
reduce our reliance on foreign oil. There is doubt that the investigation
and report prepared at the direction of the Secretary of the Treasury
serves as an appropriate and adequate base for the tremendously sig-
nificant import adjustment program that has been proclaimed. In
view of the billions in dollars of costs which will be borne by our pro-
ducing industries and by every energy consumer, a 10-day investiga-
tion with no consultations with interested parties, hardly seems
appropriate.
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What is at issue here is whether the decisions that must be made
affecting energy costs throughout the economy are to be made in rela-
tion to criteria which have %een carefully examined and written into
law, or whether those decisions are to be made in relation to criteria
decided by an administrator acting under an Executive order. Such
decision would be made without the benefit of legislative guidelines,
and indeed, without benefit of a publicly available rationale to guide
the daily decisions of the administrator as he decides equity as between
consumers and producers, producers and importers, and consumers
and consumers. The report and national security findings transmitted
to the President on January 14 provides little rationale to guide the
administration of the extremely complex import fee system proclaimed
by the President on January 23, 1975.

A national security investigation was conducted between Janu-
ary 4 and January 13, 1975, a report was prepared and a finding
reached based on that investigation, and on January 14, that report
and finding were transmitted to the President. The appropriateness of
the decisions and actions involved are subject to very serious question.
The procedures must be judged to be inadequate in light of the far
reaching implications of the Proclamation and in the absence of any
demonstration of the necessity to act so quickly and in such a manner
as to pre-empt legislative alternatives.

Previous expression of Congressional concern were ignored

There already has been increasing concern in the Congress with
respect to the actions of the President on imports of crude petroleum
and petroluem products under Section 232. In the Trade Act of 1974,
the gongress amended Section 232 to require that the Secretary of
the Treasury consult with the Secretary of Defense and other appro-
priate officials. Section 232 was further amended to provide for public
hearings or other opportunities for presentation of information by
interested parties. These public procedures can be waived by the
Secretary of the Treasury. Clearly, however, in an Act in which
public hearings prior to Presidential actions were made standard oper-
ating procedure the Congressional intent is that public procedures are
to be followed unless some unusual circumstance makes such pro-
cedures “inappropriate.” . ] .

In the almost 20 years during which the national security provision
has been in the trade law, Section 232 investigations have always
included public hearings or other means of affording interested parties
an opportunity for the presentation of views. Ironically, in view of
the very brief investigation preceeding the President’s action on the
petrolenm import fee of January 23, 1975, Section 232 was also
amended to require that the Secretary of the Treasury complete his
investigation and report his findings and recommendations to the
President within one year after the investigation is begun. This was
in response to Section 232 investigations being continued without final
disposition, literally for years. .

The Trade Expansion Act of 1962 conferred on the President cer-
tain powers to take action affecting imports once he determined that
the level of those imports threatened to impair the national security of
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the United States. In April 1973, by Executive Proclamation 4210 and
again on January 21 of this year, the President has taken action, based
on his claim of authority under that Section, to adjust imports by im-
posing a charge, which he called a license fee, on imported petroleum
and petroleum products.

No court has had an opportunity to consider the reach of the delega-
tion contained in the Trade Expansion Act and this resolution does
not purport to do so now.

There is certainly grave doubt, at least, that a Court would uphold
a claim that the Congress attempted to delegate virtually unlimited
power to impose fees, no matter what euphemism is selected to denomi-
nate them, as a means of restricting imports. In any event, however,
we understand the scope of that delegation will soon be determined in
a Court action.

The purpose of the Resolution, then, is not to expand or change
the authority which the Congress conferred on the President in-the
Trade Expansion Act of 1962 or in its amendments.

Nor does the Resolution ratify any previous actions by any Presi-
dent made in reliance on the National Security provisions of the Trade
Expansion Act to impose dollar fees on imports, no matter whether
this was done with or without public hearings and no matter whether
done by Proclamation or in any other way.

In addition to the procedural amendments to Section 232, the Com-
mittee on Ways and Means has actively considered the President’s
action on petroleum imports under Section 232 in connection with the
proposed Oil and Gas Energy Act of 1974.

-Although H.R. 14462 of the 93rd Congress did not become law,
Section 204 of that bill would have amended Section 232 of the Trade
Expansion Act to prescribe criteria for, and to limit the use of, re-
strictions on the importation of petroleum and products derived from
petroleum which may be imposed by the President under Section 232.
Thus, the nature of the proposed action forcefully indicated the Com-
mittee’s interests and views on these matters which, in effect, were
ignored by the Secretary of the Treasury in his Section 232 investi-
gation and in the action taken by the President.

In view of the fact that the President has chosen to continue the
license fee system as a part of the import fee program, it is appropri-
ate to consider the Committee’s comment in House Report No. 93—
1028 to accompany H.R. 14462, the Oil and Gas Energy Act of 1974.
That report stated in part:

The Committee has examined the license fee system estab-
lished by the President on imports of petroleum in lieu of the
import quota system under which the President has “ad-
justed” the volume of petroleum imports under the national
security provision since 1959. There is general agreement that
the oil import quota system had outlived its usefulness. How-
ever, the Committee finds that the existing license fee system
is not responsive to existing conditions in world markets in-
sofar as crude oil imports are concerned, Further, insofar as
the license fee on petroleum produets is concerned, the Com-
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mittee believes that the continued recognition of special
“rights” for certain importers should be ended and that if
license fees are to be imposed, their application should be uni-
form and nondiscriminatory.

* * * * *

With respect to petroleum (i.e., crude oil), section 204 of
the bill would prohibit the imposition of any quantitative
limitation, duty, tax or fee except in any period for which
the President determines that both the prevailing landed
price of imported crude oil is equal to or less than the pre-
vailing price of crude oil produced in the United States, and
that the goal of promoting national self-sufficiency would be
adversely affected without such imposition. This prohibition
would effectively prohibit the imposition of restrictions on
the importation of crude oil as long as domestic price con-
trols which keep the average domestic price of crude below
that of imported crude are in effect.

* %* * * *

By requiring that a second condition be met, i.e., that with-
out a quantitative limitation, duty, tax or fee, the goal of pro-
moting national self-sufficiency would be adversely affected,
your committee intends that not only must the price of im-
ported crude be equal to or less than the price of domestic
crude petroleum, but that the overall trends in market con-
ditions are such that the goal of promeoting national self-
sufficiency itself requires some degree of import restraint
on crude petroleum. The Committee, in formulating these
criteria, wished to minimize market factors which serve to
add to consumer costs unnecessarily.

* * * * *

Nevertheless, in reviewing the existing license fee system
on imports of petroleum products, your committee was con-
cerned that historical importers who had enjoyed import
quota rights previously should not continue to receive ex-
emptions and rights not available to other importers once the
import quota system had been abandoned. Therefore, the
bill requires that to the extent that a license fee system on
petroleum products (in excess of charges, if any, on crude
petroleum) is necessary to offset cost disadvantages of de-
veloping and operating refineries in the United States, the
import restraint system should be applicable on a uniform
and nondiscriminatory basis.

* * * * *

In order that the Congress may play a more appropriate
role in petroleum import policy under the import program
proclaimed by the President under section 232, the bill pro-
vides for a Congressional disapproval procedure for any
action taken under section 232(b).

# * * * *

Aside from the Committee’s concern as expressed in the report
on H.R. 14462, there are other questionable aspects of the import
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fec system which are of fundamental interest to the Committee and
to the Congress.

COontinued wuse of national security authority erodes legislative
responsibilities under the Constitution
The existing license fee system and the import fee system pro-
claimed January 23 establishes a separate taxing mechanism, defining
taxable units and categories of goods, determining equities among
taxpayers based on assumed special circumstances, and assigning
revenue collection responsibilities. The whole revenue and tariff sys-
tem established by the President is outside the tariff and customs law
and the Internal Revenue Code, and none of the criteria and guidelines
for administering the system has been approved by the Congress.
Even at the low level of the license fees ($0.21 per barrel of crude),
the future revenue was significant enough to cause the Committee last
year to drop the provisions of Section 204 of H.R. 14462, mentioned
above, from a tax bill it reported later in that session due to the
revenue loss it was estimated could result from the enactment of
statutory criteria on the imposition of import license fees on petroleum.
The long and continued use of such a broad authority as Section
232 in the exercise of basic legislative functions of raising revenues
and regulating commerce erodes the authority of the Congress and
prevents it from fully exercising its constitutional responsibilities.
By approving H.R. 1767, the House can take a step toward the
resumption of the appropriate exercise of responsibilities that are
reserved to the Congress by the Constitution.

E. Susepensiox or AuTHORITY PLacep Heavy RESPONSIBILITY ON THE
CoNcRrEss

There can be no doubt that in suspending the President’s national
security authority and negating his recent action under it with respect
to imports of petroleum, the Congress is assuming a heavy responsi-
bility to propose and enact an energy legislation. It is possible that
a Jegislative package of energy taxes cannot be developed and enacted
within the time frame of 90 days anticipated in H.R. 1767. Certainly
it cannot be done effectively if Congress must act under the leverage
of Executive action which increases basic energy costs through import
fees with no opportunity for the Congress to choose more selective
cost increases through the tax system, By its action of favorably re-
porting H.R. 1767, the Committee on Ways and Means is accepting
its responsibility to develop and report to the House as expeciitieuslg
as possible legislation on petroleum and petroleum products (bot
imports and domestically produced) that is responsive to our energy
requirement and coordinated with broad tax changes that are needed
to stimulate economic activity and alleviate the inequities stemming
from the inflationary pressures of the past year and a half.

In order to carry out those responsibilities effectively, the Congress
must enact H.R. 1767 and assume a full partnership with the Presi-
dent in this area of great concern.

For the reasons stated above, your committee strongly recommends
enactement of H.R. 1767. ,

* * #* * * * s

45-826 O - 75 = §
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III. INCREASE IN THE TEMPORARY LIMIT ON
THE PUBLIC DEBT

A. Presgnt Law

The combined permanent and temporary limitation on the public
debt is $495 billion effective through March 31, 1975. This limitation
was approved by Congress and became law on June 30, 1974. The Sec-
retary of the Treasury currently estimates that the ceiling will be
reached on February 18, 1975, if existing outlay and receipts patterns
continue unchanged.

B. CorrenT EcovoMmic axp Bupeer Ourtiooxk

The output of real goods and services—as measured by gross na-
tional product in constant prices—has been declining since the start
of 1974, but price increases have more than offset this decline with
the result that GNP in current prices has continued to inerease. Table 1
shows that real GNP reached a peak annual rate of increase of 9.5
percent in the first quarter of 19’17)3, had substantially lower rates of
increase the rest of that year, and has decreased each quarter since the
start of 1974. Further decreases in real GNP have been forecast
through the middle of 1975. During the past two years, prices (as
measured by the GNP deflator) have changed from a 5.5 percent
annual rate of increase in the first quarter of 1973 to a 13.7 percent rate
in the fourth quarter of 1974.

TABLE, 1—GROSS NATIONAL PRODUCT HN CURRENT AND CONSTANT PRICES AND GNP IMPLICIT PRICE DEFLATOR,
QUARTERLY, 1971-74

[Billions of doliars; seasonally adjusted annual rates]

Gross national product

Current dollars Constant (1358) dollars Implicit price defiator
Percent Percent Differ-  Percent
change . ¢hange  Totsl ence  change
at at (index: (index: at
Differ~  annual Differ-  annusl 1958z 1958==  annual
Year and quarter Total ence rate Total ence rate 100) . 100} rate
71:
1st quarter__ 027.8 #3650 -+153 7369 1.6 FI0.1 139.5 +1.6 4-4.7
2d quarter... 047.3 +18.5 7.8 7421 +52 2.8 1411 +1.8 +4.8
3d quarter_. 061.3 4140 455 4.2 451 4.8 1420 +0.9 +2.6
4th quarter........ 083.2 +21.8 485 789.1 1.9 6.5 142.7 40.7 +1.9
i 1150 --31.8 4122 770.8 +iL8 6.4 144.6 +L98 - 455
143.0 28,0 -10.5 786.6 167 8.4 145.3 +0.7 +1.9
1,169.3  +26.3 +9.5 798.1 +4I1L5 6.0 146.5 +1.2 +3.3
2047 4354 4127 Bl42 1161 483 8.0 L5 441
248.9 44,2 15,5 8328 -+13.6 .5  150.¢ 2.0 +5,5
271.% 129. g t&»s. 6 8374 ++& ] -{+~2. 2 152.6 iz. ] +7.3
308.9 3.0 4101 840.8 4-3.4 416 155.7 +3.1 +8.3
34,0 1351 112 8457 449 423 158.9 +3.2 486
358.8 14.8 4,5 830.5 152 -7.0 163.6 44,7 4123
383.8 i25. ] 17. 6 827.1 —-3.4 16 167.3 +3.7 49, 3
416.3 4325 9.7 8231 ~4.0 -9 172.1 +4.8 4119
428.0 4117 433 8037 184 9.1 i77.7 466 137

Also, during the past year and a quarter, the unemployment rate has
increased from a low point of 4.6 percent in October 1973, to a high 7.1
percent in December 1974. The unemployment level is expected to
reach and probably exceed 8.0 percent by the middle of 1975.
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The economic trends sketched above are reflected in a lower level of
budget receipts and a higher level of outlays in the fiscal year 1975 than
had been estimated earlier. This is indicated in table 2 which shows the
initial (January 1974) budget estimates of receipts and outlays for the
fiscal year 1975, the estimates presented to the committee by the ad-
ministration on January 23, 1975, and two intervening estimates, The
pattern of falling receipts and rising outlays is consistent with the
economic trends cited above. Reflected in the latter estimates, for exam-
ple, are higher outlays for unemployment insurance benefits and
social security benefit payments, items which are associated with in-
creasing unemployment. At the same time, lower receipts resulting
from increased unemployvment, less income earned by those now em-
ployed only on a part-time basis, falling corporate profits, some switch-
ing from FIFO to LIFO accounting methods and an unusual level of
capital loss generated by a falling stock market.

TABLE 2—ESTIMATES OF UNIFIED BUDGET TOTALS IN FISCAL YEARS 1974-76

{biflions of dollars]

1975
1878
1974 Budget May Nov. 26 Current Current
actual estimate estimate estimate! estimatet estimate !
Réceipis ............... 264.9 295.0 284.0 283 278 283-300
OQutlays.....ooue .. 268.4 304.4 305.4 302 313 348-350
Deficit. _.._...... -3.5 —9.4 —11.4 -9 —35 -2 50

1 Estimates include sffects of proposed legislation,
2 Approximately.

The latest budget estimates have experienced a rapid transforma-
tion as the economic decline accelerated. This is, for example, a change
from a $9 billion to a $35 billion budget deficit in a two-month period.
Part of the increased deficit for fiscal year 1975 is a net $5 billion
reduction in revenues resulting from the President’s proposal for eco-
nomic stimulation and energy conservation. The revenue effects of the
economic and energy tax proposals are summarized below in table 8.

TABLE 3.—EFFECT OF THE PRESIDENT'S TAX PRGPOSALS ON BUDGET RECEIPTS

[Fiscaf years; in billions of doflars}

1975 1976
Estimate excluding proposals 2 303-306
Tax cuts to stimulate the economy . ~6.1 —~10.2
individuals. __........___._ . —4,9) g ~T7. 33
Business._.... —— -1.2) -2.9
T ¢ Y T S U 4.3 35.3
XCiSe taxes and Mport feeS . _ e {4.3) 19.0)
Windfall profits taxes. ... [ SO ) 16.3)
Enetfy tax offsets__ 3.2 -3L.5
ndividvals____ —1.4) (—24.9)
Corporations... . ~1.8) (—6.6)
Net effect of Proposals. ... . ..o e 5.0 -6, 4
Current estimate. . ..t e e nn e 279 297-300

Receipts and outlays by type of funds are presented in table 4. This
table indicates that in the fiscal year 1975, the $35 billion deficit in
Federal funds consists of an $8 billion surplus in the trust funds and
a $43 billion deficit in the Federal funds. The latter deficit is the
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significant one for consideration of the debt limit because it describes
the total of new debt obligations that must be issued. The trust fund
surplus is also invested in the debt represented by the $43 billion Fed-
eral funds deficit. The trust fund surplus invested in Federal funds
debt differs from other Federal obligations because these funds are
not raised in competition with other borrowers in the money market.

TABLE 4.—BUDGET TOTALS BY FUND GROUP

[Fiscal years; in billions of dollars]

Current estimate
1574
actual 1975 1976
Recsipts:
Fpederal funds___ 181.2 186 198-200
Trust funds__ . 104.8 119 126-127
Interfund transactions —21.1 —~28 ~28
264.9 279 297--300
Outl
198.7 229 253256
90.8 110 123-124
-21.1 —~26 -28
268. 4 13 348-350
Surplus or deficit (—):
mFecferaI NS e e —12.5 ~43 1 55
Trastfunds. ..o e 14,8 8 5
Tl e ~3.5 —-35 1 -850

1 Approximately.
Note: Detail may not add to totals due to rounding.

. ApmiNistraTioN Proposarn

The administration requested an increase in the combined permanent
and temporary debt limitation to $604 billion through June 30, 1976.
In presenting its estimate of its needs for debt financing, the adminis-
tration pointed out that a $531 billion ceiling would be adequate for
the remainder of fiscal year 1975. The projection of its probable debt
limit requirements on a monthly basis through June 30, 1976, is pre-
sented in table 5. Included in these estimates are a $6 billion cash
balance and a %3 billion allowance for contingencies which are the
usual figures used for estimates of thistype. :

A reconciliation of the $531 billion debt expected to be outstanding
on June 30, 1975, with the change in the debt since the end of the fiscal
year 1974 is shown in table 6, As indicated in this table, the outstand-
ing debt at the end of the fiscal year 1974 was $476 billion and at tl}at
time there was an actual cash balance of $9 billion. The $531 billion
represents a net increase requested through fiscal year 1975 of $55
hillion.! The Federal funds deficit of $43 billion accounts for all but
$12 billion of this increased debt. The remaining debt represents the
financing of various Federal agency credit activities through the Fed-
eral Financing Bank. The administration decided to do this because

1The $8 billion aetual cash balance ai the end of 1974 is equal to the allowance of £6

pillion for cash halance and $3 billon for contingencies which are included in the $531
billlon total for June 30, 1975,

g
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interest costs of one-half percent could be saved in this way. This step,
however, places the ¥14 billion of debt issues attributable to these
agencies within the public debt limit, and to the extent of $2 billion,
accounts for more than $12 billion of debt in excess of the Federal
funds deficit. However, an offset of this amount is expected to develop
because the Treasury believes that $2 billion in tax rebate checks will
not be cashed by June 30, 1975, even though issued. {This assumes that
the President’s tax rebate proposal will be enacted without change.)

TABLE 5 —ESTIMATES OF PUBLIC DEBT SUBJECT TO LIMITATION, MONTHLY FROM JANUARY 1975 THROUGH
JUNE 1976

| Billions of doilars]

. With usual
Operating  Public debt $3 billien
cash subject to margin for
balance {imitation  contingencies

9.2
6.5
g 5,4
Sept. 30 8.7
Oct. 31_... 2.2
3.1
5.9
6.0 4950 ... oo
6.0 502.0
6.0 507.0 510
6.0 510.0 513
6.0 5220 524
6.0 528. ¢ 531
6.0 532.0 535
6.0 §38.0 541
6.0 544.0 7
6.0 §51.0 554
6.0 558. 0 561
6.0 567.0
6.0 571.0 574
6.0 577.0 600
6.0 3.0 586
6.0 .0 587
6.0 596. 0 598
6.0 601.0 604
6.0 . 0 539

1 Based on estimated budget receipts of $279 billion, outlays of $314 billion, and deficit of $35 billien.
3 Based on estimated budget pts of $297 billion-300 billion, outlays of $348 billion—350 billion and
deficit of approximately $50 billion,

TasrLe 6.—Summary reconciliation of debt limil need in fiscal year 1975 with
budget and off-budget activity

(In billjons of dollars)

Debt subject to Hmit June 30, 1974 o e e $476
Adjusted to $6 cash balance oo 473
Plus: Fed funds deficit, fiseal year 1975 e 43
Off-budget agency spending financed by Treasury. .o 14
Allowanece for contingeneies .. . .o 3

Less: Inerease in checks outstanding (assumed flow of tax rebate checks
issned but not yet cashed) - . e 2
Equals debt subject to limit June 80, 1975 . e 531
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D. Basis ror CoMMITTEE ACTION

The committee believed that there were too many unknown factors
to justify providing a debt limit not only for the remainder of this
fiscal year but for the next fiscal year as well. For example, while it
is known that a majority of economists believe that the recession will
end in the middle of 1975, there is no single consensus about how fast
the rate of recovery will be. Nor is there any public information ex-
plaining the administration’s forecast for 1975, with or without in-
clusion of the President’s spending, tax and energy recommendations.
Moreover, neither your committee nor the House has made any deci-
sions as to whether or not it will follow the President’s proposals con-
cerned with the current recession or the shortage of energy resources.
Even if it should decide to follow the general principles of the Presi-
dent’s proposals, differences in revenue consequences are likely to be
significant. ) o

Outlays for the fiscal year 1976 also may differ significantly from
the administration’s estimates. Qutlays for 1976 are estimated to rise
by about $35 billion (see table 7). The estimates include an $8 billion
increase in military and military assistance funds that will first require
congressional action. Social security benefit payments, various retire-
ment programs, Federal military and civilian pay and coal miner
benefits are shown to increase in 1976 by $11.7 billion, if Congress con-
sents to limit the annual cost of living adjustments to 5 percent. If
Congress does not concur and does not pass the legislation that is
needed to implement this part of the President’s requests, outlays will
rise in 1976 by $17.7 billion—$6.1 billion more than in the budget.
Similarly, $614 billion is shown as expenditures in the form of grants
to State and local governments, per capita rebates to individuals and
higher energy outlays by the Federal Government that will be the
result of the President’s energy tax proposals which are part of the
energy program that Congress has begun to evaluate. There are, in
addition, $11 billion other cuts, deferrals and rescissions which require
congressional concurrence before they may become effective. These
budget cuts which require legislation total $17 billion.

T4ABLE B-Administration estimates of major changes in cutlays, belween fiscal
years 1975 to 1976

Fneroase,

. (In billions of dollars} 1975 to 19716

DOD—Military and military assiSstanee. ..o i e ‘ 8
Bocial security trust funds. et T4
Allowance for energy tax equalization payments...... 8%
Aid to the nnemployed. ... — s —— 31,
THEOTOSE ot e e 3
Special petrodoliar Fund .o e e 1
Other (approXImately) o v oo e e 5
Total (approximately) e 85

As a result of this examination, the committee decided that it could
make no reasonable decision with respect to public debt needs for the
fiscal year 1976. In examining the public debt limit for the remainder
of fiscal year 1975, the committee was aware that the receipts and

e A 1A
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outlays estimates also are subject to a number of uncertainties, but of
much less magnitude than for next year, In many respects expenditure
commitments and patterns have been well enough established that they
cannot easily be revised this fiscal year. Here, doubts basically exist
only with respect to new programs. As a result, the committee decided
to allow the administration the debt limit it requested for the fiscal
year 1975. Therefore, the committee recommends that the public debt
limit be increased to $531 billion through June 30, 1975.

E. Feperar Fivaxcrne Banx

In the course of the committee’s hearings, it was informed that about
$14 billion of the debt limit increase is needed to cover that amount
of Federal agency financing of credit programs through the Federal
Financing Bank. The administration stated that this step saves one-
half percentage point in the rate of interest paid or about $70 million
each year. By issuing the $14 billion as public obligations of the Federal
Financing Bank which are general obllggations of the Federal Govern-
ment, the Bank will use up $14 billion of the debt limitation. Should
general statutory debt authority in this amount not be available, it
would be necessary to finance part of this agency debt in a more expen-
sive way. The committee is anxious that this additional cost not be
incurred. Accordingly, the committee has instructed the Secretary of
the Treasury to submit a monthly report to the committee that ‘will
state the extent to which the Federal Financing Bank has used the
authority to issue general obligations of the U.S. Government that
fall under the public debt limit.

IV. APPENDIX

Tasre 1-—Debt Umitation under gec, 21 of the Second Liberty Bond Act as
amended—Hisglory of legislation
Sept. 24, 1917:

40 Stat. 288, sec, 1, authorized bonds in the amount of ___ * 87, 538, 945, 400
40 Stat. 290, sec. 5, authorized certificates of indebted-
ness outstanding revolving authority_________________ 2 4, 000, 000, 000
Apr. 4, 1918

40 Stat. 502, amending sec. 1, increased bond authority to..  *12, 000, 000, 000
40 Stat. 504, amending se¢. 5, increased authority for cer-

tificates cutstanding to — # &, 000, 000, 000

July 9, 1918: 40 Stat. 844, amending sec. 1, increased bend
authority to.._______________ — 220, 000, 000, 600

Mar. 8, 1919:

40 Stat. 13, amending sec, 5, inereased authority for
certificates outstanding to.. - e 2 $10, 600, 000, 000

40 Siat. 1309, new sec. 18 added, authorizing notes in the
amount of ________ © R, 000, 600, 600

Nov. 23, 1921: 42 Stat. 321, amending sec. 18, increased note

authority ouistanding (established revolving authority) to.. 27, BOD, 000, 600
Jn‘ne 17, 1920 : 46 Stat. 19, amending sec, 5, anthorized bills

in lien of certificates of indebtedness; no change in limita-

tion for the outstanding__ . ... . ____ #10, 000, 000, 000
Mar. 3, 1981: 46 Stat. 1508, amending sec. 1, increased bond

authority Yoo ____________ . T * 28, 000, 000, 600
fan, 30, 1984 : 49 Stat. 343, amending sec. 18, increased an-

thority for notes outstanding t0wee e ___________ * 10, 000, 000, 600

See footnotes at end of table,
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Feb. 4, 1935 .
49 Stat. 20, amending sec, 1, limited bonds cutstanding
(establishing revolving authority) 0— oo

49 Stat. 21, new sec. 21 added, consolidating authority
for certificates and bills (sec. 5) and authority for
notes (sec. 18) ; same aggregate amount outstanding___

49 Stat. 21, new see. 22 added authorizing U.S. savings
bonds within authority of sec. 1.

May 26, 1938; 52 Stat. 447, amending secs, 1 and 21, con-
solidating in sec. 21 authority for bonds, certificates of
indebtedness, Treasury bills, and notes (outstanding bonds
limited to $30,000,000,000). Same aggregate total out-
standing oo e

July 20, 1939: 53 Stat. 1071, amending see. 21, removed limi-
tation on bonds without changing total authorized out-
standing of bonds, certificates of indebtedness, bills, and

NOtes v -
June 25, 1940: 54 Stat. 526, amending sec. 21, adding new
paragraph :

“(b) In addition to the amount authorized by the pre-
ceding paragraph of this section, any obligations author-
ized by secs. 5 and 18 of this Act, as amended, not to
exceed in the aggregate $4,000,000,000 outstanding at
any one time, less any retirements made from the special
fund made available under sec. 301 of the Revenue Act
of 1940, may be issued under said sections to provide
the Treasury with funds to meet any expenditures made,
after June 30, 1940, for the national defense, or fo reim-
burse the general fand of the Treasury therefor. Any
such obligations so issued shall be designated ‘National
Defense Series’ . -

Feb. 19, 1941: 55 Stat. 7, amending sec. 21, limiting face
amount of obligations issued under authority of aet out-
standing at any one time to.. ——

Eliminated separate authority for $4,000,000,000 of
national defense series obligations.

Mar. 28, 1942: 56 Stat. 189, amending sec. 21, increased
limitation to-..... -
Apr. 11, 1943: 57 Stat. 63 amending sec, 21, increased limi-
tation tO oo
June 9, 1944 : 58 Stat. 272, amending see. 21, increased limi-
tation to.._.._ ————
Apr. 8, 1945: 59 Stat. 47, amending sec. 21 to read: *“The
face amount of obligations issued under authority of this
act, and the face amount of obligations guaranteed as to
principal and interest by the United States (except such
guaranteed obligations as may be held by the Secretary
of the Treasury), shall not exceed in the aggregate $300,-
000,000,000 outstanding at any one time”. . _____
June 26, 1946: 60 Stat. 316, amending sec. 21, adding: “The
current redemption value of any obligation issued on a
discount basis which is redeemable prior to maturity at
the option of the holder thereof, shall be considered, for
the purposes of this section, to be the face amount of such
obligation,” and decreasing limitation to.. o
Aug. 28, 1954: 68 Stat. 895, amending sec. 21, effective
Aug. 28, 1954, and ending June 30. 1935, temporarily in-
creasing limitation by $6,000,000.000 10 oo
June 30, 1955 : 60 Stat. 241, amending Aug. 28, 1954, act by
extending until June 30, 1956, increase in limitation to____
July 9, 1956; 70 Stat. 519, amending act of Aug. 28, 1954,
temporarily increasing limitation by $3,000.000,0600 for
period. beginning July 1. 1956, and ending June 30, 1957, to__

Effective July 1, 1957, temporary increase terminates

and limitation reverts, under act of June 28, 1956, to___

See footnotes at end of table,

2§25, 000, 000, 000

* 20, 000, 000, 600

% 45, 000, 000, 000

% 45, 000, 000, 000

249, 000, 000, 000
265, 000, 000, 000
%195, 000, 000, 000

2210, 600, 000, 000
* 280, 000, 000, 000

* 800, 000, 600, 000

2275, 000, 000, 000

281, 000, 000, 000
2 281, 000, 000, 000

* 278, 000, 000, 000
3275, 000, 000, 000

e
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Feb. 26, 1958 : 72 Stat. 27, amending sec. 21, effective Feb. 26,
1958, and ending June 30, 1959, temporarily increasing
limitation by $5,000,000,000

Sept. 2, 1958: 72 Stat. 1758, amending sec. 21, increasing
limitation to $283,000,000,000, which, with temporary in-
crease of Feb. 26, 1958, makes limitation

June 80, 1959 : 73 Stat. 156, amending sec. 21, effective June 30,
1959, increasing limitation te $285,000,000,000, which, with
temporary increase of Feb. 26, 1958, makes limitation on
June 30, 195 -

Amending sec. 21, temporarily increasing limitation by
$10,000,000,000 for period beginning July 1, 1959, and
ending June 30, 1960, which makes limitation beginning
July 1, 1959_...

Juue 30, 1960 : 74 Stat. 290, amending sec. 21 for period begin-
ning on July 1, 1960, and ending June 30, 1961, temporarily
increasing limitation by $8,000,000,000 v mmcmmmmn

June 30, 1961; 75 Stat. 148, amending sec. 21, for period
beginning on July 1, 1961, and ending June 30, 1962,
temporarily increasing limitation by $13,000,000,000 to---

Mar, 13, 1962: 76 Stat. 23, amending sec. 21, for period
beginning on Mar, 13, 1962, and ending June 30, 1962, tem-
porarily further increasing limitation by $2,000,000,000_.

July 1, 1962: 76 Stat, 124 as amended by 77 Stat, 50, amend-
ing sec. 21, for period—

1. Beginning July 1, 1962, and ending Mar. 31, 1953......
2. Beginning Apr. 1, 1963, and ending June 24, 1963.__
8. Beginning June 25, 1963, and ending June 30, 1963. __
May 29, 1968: 77 Stat. 50, amending sec. 21, for period—
1. Beginning May 29, 1963, and ending June 30, 1963._.
2. Beginning July 1, 1963, and ending Aug. 81, 1963__.

Aug. 27, 1963 77 Stat. 131, amending sec. 21, for the period
beginning on Sept. 1, 1963, and ending on Nov. 30, 1863_._

Nov. 26, 1963 : 77 Stat. 342, amending sec. 21 for the period—

1. Beginning on Dec, 1, 1963, and ending June 29, 1964.._
2.0n June 30, 1964 ______

June 29, 1964 : 78 Stat. 225, amending sec. 21, for the period
beginning June 29, 1964, and ending June 30, 1065, tem-
porarily increasing the debt limit to..______ . __________

June 24, 1965: 79 Stat. 172, amending sec. 21 for the period
beginning July 1, 1963, and ending on June 30, 1966, tem-
porarily increasing the debt Hmit to oo

June 24, 1966: 80 Stat. 221, amending see. 21, for the period
beginning July 1, 1966, and ending on June 30, 1967, tem-
porarily increasing the debt limit to — -

Mar. 2, 1967: 81 Stat. 4, amending sec. 21, for the period
beginning Mar, 2, 1967, and ending on June 30, 1967, tem-
porarily increasing the debt limit t0O_ o

June 30, 1967 : 81 Stat. 99—

1. Amending see. 21, effective June 80, 1967, increasing
limitation to..___._ — R
2. Temporarily increasing the debt limit by $7,000,000,-
000 for the period from July 1 to June 29 of each
year, to make the limit for such period.___________
Apr. 7,1969 : 83 Stat. 7—
1. Amending sec. 21, effective Apr. 7, 1969, increasing
debt limitation to -
2. Temporarily increasing the debt limit by §12,000,-
000,000 for the period from Apr, 7, 1969 through
June 30, 1970, to make the limit for sueh period___
June 30, 1970: 84 Stat, 368—
1. Amending sec. 21, effective July 1, 1970, increasing
) debt limitation to.____._ . ____________________
2, Temporarily increasing the debt limit by $15,000,-
000,000 for the period from July 1, 1970, through
June 30, 1971, to make the limit for such period.._ .

See footnotes at end of table.

* $280, 000, 000, 000

# 288, 000, 000, 000
%290, 000, 000, 000

# 295, 000, 000, 000
#2903, 000, 000, 000
# 208, 000, 000, 000
# 300, 000, 000, 000

2308, 000, 000, 000
# 305, 000, 000, 000
* 300, 000, 000, 000

* 307, 000, 000, 000
# 309, 000, 000, 000

2309, 000, 000, 000
+ 305, 000, 000, 600
2324, 000, 000, 000
7328, 000, 000, 000
330, 000, 000, 000
2 336, 000, 000, 000
2358, 000, 000, 000
23645, 000, 000, 000
2365, 000, 000, 000
2371, 000, 000, 000

* 380, 000, 000, 000

* 395, 000, 000, 000
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which is redeemable prior to maturity at the option of the holder there-
of shall be considered, for the purposes of this section, to be the face
amount of such obligation.

Act of June 30, 1974
AN ACT To provide for a temporary increase in the public debt limit

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, [That during the
period beginning on the date of the enactment of this Act and ending
on March 31, 1975, the public debt limit set forth in the first sentence
of section 21 of the Second Liberty Bond Act (31 U.S.C. 757b) shall
be temporarily increased by $95,000,000,000.]

Sec. 2. Effective on the date of the enactment of this Act, the first
section of the Act of December 3, 1973, providing for a temporary
increase in the public debt limit for a period ending June 30, 1974
(Public Law 93-173), is hereby repealed.

VII. OTHER MATTERS REQUIRED TO BE DISCUSSED
UNDER HOUSE RULES

In compliance with clauses 2(1) (3) and 2(1) (4) of Rule XI of the
Ru}ies of the House of Representatives, the following statements are
made. :

With regard to subdivision (A) of Clause 3, the Committee advises
that its oversight findings led 1t to the conclusion that the procedures
relative to, and the Proclamation issued by the President on Janu-
ary 23, 1975, respecting imports of petroleum and petroleum products
under Section 232 of the Trade Expansion Act of 1962 were inappro-
priate, and that the Proclamation unnecessarily interferes with the
ability of the Committee on Ways and Means and the ability of the
Congress to consider adequately and to legislate effectively on measures
respecting tariffs and taxes to be levied on petroleum and petroleum
products. It, therefore, is recommended that such Proclamation be
terminated and that any further action by the President under Sec-
tion 232 of the Trade Expansion Act of 1962 on petroleum and petro-
leum products be suspended for a period of 90 days beginning with
the date of enactment of H.R. 1767.

The Committee’s oversight findings led it to the conclusion that

an increase in the public debt limitation was required as to Febru-

ary 18, 1975, and occasioned the consideration of the Committee
amendment.

In compliance with subdivision (B) of Clause 3 the Committee
states that the change made with respect to the President’s action
under Section 232 of the Trade Expansion Act of 1962 and the change
made in the budget limitation provide no new budget authority or
new or increased tax expenditures. '

With respect to subdivisions (C) and (D) of Clause 3, the Com-
mittee advises. that no estimate or comparison has been prepared by
the Director of the Congressional Budget Office relative to any of the
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provisions of H.R. 1767, nor have any oversight findings or recom-
mendations been made by the Ccmmittee on Government Operations
with respect to the subject matter contained in H.R. 1767.

In compliance with clause 2(1)(4) of Rule XI, the Committee
states that the provisions with respect to the President’s action under
Section 232 of the Trade Expansion Act of 1962 are not expected
in and of themselves to have an inflationary impact on prices and
in costs in the operations of the national economy. The debt limitation
change of itself is not expected to have an inflationary impact on prices
and in costs in the operation of the national economy, It is expected,
however, to decrease interest costs through the funding of agency debt
through the Federal Financing Bank in the Treasury Department.




VIII. INDIVIDUAL VIEWS OF MR. ROSTENKOWSKI
EIGHTH DISTRICT OF ILLINOIS

As an original sponsor of this legislation, it is with some reluctance
that I now find it necessary to take exception with my colleagues on
some of the issues raised in reporting it to the full House of Repre-
sentatives for consideration.

In cosponsoring H.R. 1767, I felt that the President’s plan to in-
crease import fees on crude oil would impose tremendous economic
hardships on many American families without producing a significant
decrease in the level of crude oil imports. The increased fee would
not create the economic disincentive necessary to force most con-
sumers to alter their present purchasing habits. Probably, the only
product whose price would increase by the level necessary to force
consumers to look for a less expensive alternative would be home
heating oil that is distilled from foreign crude. But, as has been
consistently pointed out by my colleagues from New England, there
is presently no alternative to this home heating oil for these con-
sumers who must rely on imported supplies.

My support for H.R. 1767 was based on the premise that if the
government wants to impose economic disineentives to discourage the
use of petroleum in general, and imported petroleum in particular,
this must be done in a way that will force consumers to alter their
spending patterns on products for which the demand is somewhat
flexible. I felt that the President’s increased import fee was not the
economic incentive that would aceomplish this. Rather, it is necessary
to take steps to directly curtail the use of gasoline, the one oil-based
product in this country in which significant consumption curtail-
ment can be achieved without massive economic disruption. This can
only be accomplished through the use of strong disincentives—dis-
ineentives that do precisely that— encourage people not to use the

roduct. .

P ‘While T personally favor a strong economic disincentive, perhaps
a steep fuel tax with an annual rebate to all drivers (equal to the
tax paid on the first 10,000 miles driven), T could support any al-
ternative that would effectively eliminate wasteful gasoline consump-
tion and, as & result, decrease the need for crude oil imports.

During the consideration of H.R. 1767 before the Committee how-
ever, very little time was devoted to the discussion of the effective-
ness of the President’s proposed energy program. Rather, almost all
attention was focused on the President’s “orchestrated” compliance
with the requirements of Section 232 of the Trade Expansion Act, as
amended, and the resulting use of this Executive power as a lever to
force Congress to act on the rest of the Administration’s program.
There is little doubt in my mind that a concerted effort was made
within the Administration to document the justification necessary to
exercise this Presidential power under the Trade Expansion Act. But

(30)
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it must be remembered that while individual Members of Congress
might not have found that the present level of imports was sufficient
to “threaten to impair the national security”, that is not what is re-
quired under the law. .

Under Section 232, as amended, the Secretary of the Treasury is
required to make an investigation, during which he shall consult with
the Secretary of Defense and other appropriate officers of the United
States. While public hearings are recommended, they can be and
were waived in the present case. After reviewing the testimony of Sec-
retary Simon, I have no doubt that his office did all that was necessary
to comply with the requirements of the law.

While the law is clear in what it requires in the form of an investi-
%ation, it leaves to the Administration, the discretion to make what it

eels to be the appropriate decision after evaluating the results of a
Section 232 investigation. As a result, the Administration’s careful
adherence to these procedures, forces me to differ with those of my
colleagues on the Committee who feel that the President’s action
violated the language of the Trade Expansion Act as amended by the
Trade Act of 1974.

A second point that was overly stressed during our deliberations was
the sentiment expressed by many on the Committee that the President
was using his authority to increase import fees as an unfair lever on
the Congress. While the fee undoubtedly was being used to apply
pressure, I cannot agree that the President’s use of this was eitger
illegal or unfair. In fact, I cannot think of any instance in recent
history where any President has not used every legal means at his
disposal to encourage the Congress to assist him in the development
of key programs.

The President’s imposition of an import fee to force Congressional
consideration of the remainder of his economic-energy package is no
more unfair than Congressional use of the debt-ceiling to force the
President to accept a Congressional proposal to which he is opposed-—
in this case, a suspension of his power to impose fees. In my ten years
on the Ways and Means Committee, I have traditionally opposed the
use of the debt ceiling in this manner, as an unjustified parliamentary
maneuver designed to avoid the direct consideration of legislation
that would be better considered on its own merits. For this reason, I
opposed in Committee the amendment which attached the debt ceiling
increase to FLR. 1767.

In conclusion, T believe that if we in the Congress are going to
oppose the President’s program at this most critical time, we should
oppose it only if we are able to substitute a positive program of our
own. We should not spend hours searching for a mere technicality to
block his action, or days complaining how unfair it is for him to take
the initiative, using every discretionary tool available to him.

As the House of Representatves debates HLR. 1767, T hope that my
colleagues will evaluate not only the short-term effect of suspending
the President’s power to impose import fees, but alse that they will re-
member that such a rejection of his program commits us to offering
a concrete alternative and to offering it within 90 days. We have too
long argued just issues, it is time for us to act.

Dax RosTENEOWSEKIL
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IX. MINORITY VIEWS

We oppose this legislation, for a number of reasons which will be
detailed in these views, and urged that it be defeated.

H.R. 1767, as amended, would do two things: First, it would pro-
hibit, for a 90-day period, the President from boosting import fees
on crude oil, scheduled to begin February 1, 1975. Second, it would
increase the temporary debt ceiling by $36 billion through June 30 of
this year.

MERGER OF THE DEBT LIMIT BILL WITH THE BILL TO DELAY PETROLEUM
IMPORT FEES

The combining of these two totally unrelated measures in a single
legislative package is an irresponsible and unprecedented move by the
Committee and leads inescapably to the conclusion that the Demo-
cratic Majority on the Ways and Means Committee is playing politics
with the economic and energy problems of our country. Responsible
action to thwart this attempt is essential and we urge our colleagues
to reject the ploy.

On January 15th the President announced to the country his com-
prehensive program for dealing with out economic and energy prob-
lems. This program included a series of actions he indicated he would
take under authority granted him by existing law as well as requests
for enactment by the Congress of several proposals to curb the use of
fuel and combat recession.

Since the announcement of the President’s economic and energy
proposals, there has been much debate over his intention to raise im-
port fees on crude oil and the wisdom of that course of action. The
President has maintained that the import fee increase is an integral
part of his program to insure needed energy conservation, and we are
reluctant to take away his authority in this respect, in the absence of
any viable alternative. The Democratic Majority in the Congress has
not come forward with another reasonable course of action and at this
point we wonder just what their plans really are.

On January 23rd, Treasury Secretary William Simon, on behalf of
the Administration, formally requested the Congress to increase the
Federal debt ceilinl%. In testimony before the Committee, the Secretary
%ointed out that the government would exceed the existing limit on

ebruary 18, 1975,

For years, the Committee on Ways and Means has fought attempts
to attach unrelated amendments to debt ceiling legislation. It has long
felt it was unfair and unproductive to “put the gun at the President’s
head” by so doing. Yet, after years of responsible action, the current
Committee has, in one day, voted to abandon its sound and time-hon-
ored principle. We deplore this recklessness and refuse to be a part of

(33)
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it. There is sufficient time for separate consideration of the debt ceiling
increase and H.R. 1767 as originally introduced, and this is the only
sensible thing to do.

PETROLEUM IMPORTS AS A THREAT TO NATIONAL SECURITY

The energy problem touches in some way the life of virtually every
American. Higher prices, the still-fresh memory of an oil embargo and
long lines at gasoline pumps, plus a gnawing awareness of our increas-
ing reliance on uncertain foreign supplies, have combined to bring the
issue home throughout the land. And the call for concerted national
action to deal with the worsening problem has been loud and clear.

As the President said so succinetly, we have dwadled lon% enough.
1t is time to move, and each day of delay drains our strength and our
capaeity to act effectively.

In the space of one year, we have watched imported oil prices quad-
ruple while our dependence on foreign sources has grown to almost 40
percent of our current demand. The embargo of a year ago shut off
more than 2.2 million barrels of oil shipments a day and resulted in a
lost gross national product of up to $20 billion; today, if we were to
be faced with an interruption of supplies from OPEC countries only,
we could lose 4.35 million barrels per day (about a quarter of current
consumption), with the severity of the economic impact multiplied
accordingly. Even with no interruption, the United States in calendar
year 1974 had the second worst balance of payments deficit in its his-
tory ($3.065 billion), as the cost of imported oil rose from $7.8 billion
in 1973 to $24.6 billion in 1974, The o1l payments outflow is now run-
ning at over $2 billion monthly. _ )

These problems, to which the President’s program is directed, did
not materialize overnight. There has been ample opportunity for the
development of other plans. But in this respect, the Democratic Ma-
jority in the Congress has failed, and by not providing an alternative,
they indicate that they prefer inaction to leadership.

LEGAL AUTHORITY TO ACT UNDER SECTION 232 OF THE TRADE EXPANSION
ACT OF 1962

In imposing import license fees on foreign oil, the President is using
the authority granted under the “national security provision” of our
trade laws—section 232 of the Trade Expansion Act of 1962, as
amended. ]

That section is clear. It provides that in cases where the President
agrees with the findings of an investigation showing that any article
is being imported “in such quantities and under such circumstances as
to threaten to impair the national security . . . he shall take such action,
and for such time, as he deems necessary, to adjust the imports of such
article and its derivatives so that such imports will not so threaten to
impair the national security.” (Emphasis added.) o i

This is broad authority, and it was so designed, It originated in the
Senate Finance Committee as an amendment to the 1955 Trade Agree-
ments Extension Act. In its Report on that legislation, the Committee
stated its intention that the President should take “whatever action is
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necessary to adjust imports . ..” (Emphasis added.) And in explaining
the amendment during floor debate, Senator Millikin of Colorado,
who was one of the authors, pointed out: “It grants to the President
authority to take whatever action he deems necessary to adjust im-
ports . . . He may use tariffs, quotas, import taxes, or other methods of
import restrictions.”

Under section 232, the head of any department or agency, or any
interested party, may request an investigation to determine if the
imports of an article are a threat to national security. Over the years,
many requests have been filed, and numerous investigations have been
made. But Presidential action has been taken with respect to only one
article—oil.

In March of 1959, after a 36-day investigation, President Eisen-
hower issued Proclamation No. 3279, establishing an oil imports con-
trol program. For many years thereafter, quotas were used as a means
of control. But circumstances changed, and two years ago a system
of variable license fees was established, with the import fee on crude
petroleum placed at 63 cents a barrel. Under the new system, the levy
on crude would go up $1 per barrel February 1.

It is significant that the Congress did not seek to remove the Presi-
dent’s section 232 authority to impose quotas or to switch to a license
fee system. In fact, the oil imports control program has been con-
tinued for 15 years, under five Chief Executives, using both quotas
and license fees, without a single challenge to the authority em-
ployed—until now. /

During this time, the oil import situation has been monitored, as
envisioned by the original statute; Proclamation 3279 has been
amended at least 26 times, and our major trade laws have been altered
on a number of occasions. Most recently, during deliberations on the
Trade Act of 1974, section 232 itself was reviewed and changed in
several respects, yet the language relating to Presidential action fol-
lowing a national security investigation, survived intact.

As the Attorney General pointed out in a letter to the Secretary of
the Treasury, which appears in an appendix to these views: “The
force of Congressional acquiescence in this practice is particularly
strong since Congress has, during that period, twice amended the
very provision in question—the last time only a month ago.”

As amended by section 127 of the Trade Act of 1974, the Secretary
of the Treasury is charged with conducting the investigation to de-
termine whether imports of an article are threatening national se-
curity. The full report of the investigation conducted by the Secre-
tary is also appended to these views. That material leaves no doubt
that the investigation conducted followed both the spirit and the letter
of the law.

CONCLUSION

_ Considering the clear intent of the Congress in enacting the “na-
tional security provision” and retaining it for 20 years, along with
the urgent need for positive action in light of the emergency situa-
tion which exists with respect to oil supplies today, we feel it is im-
perative that the nation move expeditiously toward reducing its
vulnerability because of its reliance on insecure imports. /
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ile some of us have serious concerns with respect to the Presi-
de;?t};r}; import fee action, all of us feel he is quite correct in challengmg
the Congress to meet head-on the key question of how best to move
toward a safe degree of energy self-sufficiency. . .
We would suggest that the Congress, instead of employm_gva de ay-
ing tactic, address itself to the development of a comprehensive energy
program. In this process, we pledge our full cooperation in the con-
sideration of all alternatives. In the meantime, the present program
demonstrates to our allies and others who are observing this debate,
and make no mistake, they are observing, the sttjength of our com-
mitment and our capability to take necessary action to conserve pe-
troleum and to free ourselves from dependency on petroleum imports.
Heryax T. SCHNEEBELL
Barser B. CoNABLE, Jr.
Jerry L. PErTIs,
Bini ARCHER.
Guy VANDER JAGT.
WipLiaM A. STEIGER.
BiLt FRENZEL.
James G. MarTIN.
L. A. Barawns.

AppExpix To MinoriTy Views oN H.R. 1767, As REporTED

Tare SECRETARY OF THE TREASURY,
Washington, January 14, 1975,
Memorandum for the President.
Subject : Report on Section 232 Investigation on Petroleum Imports.

This report is submitted to you pursuant to Section 232 of the Trade
Expansion Act of 1962, as amended, and results from an investiga-
tion that I initiated under that Section for the purpose of determin-
ing whether petroleum* is being imported into the United States in
such quantities or under such circumstances as to threaten to impair
the national security.

At the present time, the demand for petroleum in the United States
is 18.7 mﬁlion barrels per day. Of this amount, imports provide 7.4
million barrels daily. The deficit in petroleum production compared
with demand has grown since 1966, when the United States ceased to
be self-sufficient.

Our increasing dependence upon foreign petroleum had, by 1973,
created a potential problem to our economic welfare in the event that
supplies from foreign sources were interrupted. Its adverse contribu-
tion to our balance of payments position had also significantly in-
creased, and for the year 1973 the outflow in payments for the pur-
chase of foreign petroleum was running at $8.3 billion annually, only
partially offset by exports of petroleum products.

In September 1973, the worsening petroleum import situation was
further seriously aggravated by an embargo on crude oil imposed
by the Organization of Petroleurn Exporting Countries, which effec-
tively kept 2.4 million needed barrels of oil per day from U.S. shores.
After the initiation of the embargo, the price of imported oil quad-
rupled from approximately $2.50 per barrel to approximately $10.00
per barrel and has since that time risen somewhat further. Simul-
taneously, the balance of payments problem deteriorated by reason
of the increased oil bill paid by United States consuming interests.
Today the outflow of payments for petroleum is running at a rate of
$25 billion annually.

As a result of my investigation, I conclude that the petroleum con-
sumption in the United States could be reduced by conserving approx-
imately one million barrels per day without substantially adversely
affecting the level of economic activity in the United States. Any
sudden supply interruption in excess of this amount, however, and
particularly a recurrence of the 2.4 million barrel per day reduction
which oceurred during the OPEC embargo, would have a prompt
substantial impact upon our economic well-being, and, considering the

*The term “petroleum”, as used in this report, means crude oil, principal crude oil
derivatives and products, and related products derived from natural gas and coal tar.
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close relation between this nation’s economic welfare and our na-
tional security, would clearly threaten to impair our national security.

Furthermore, in the event of a world-wide political or military
crisis, it is not improbable that a more complete interruption of the
flow of imported petroleum would occur. In that event, the total U.S.
production of about 11 million barrels per day might well be insuffici-
ent to supply adequately a war-time economy, even after mandatory
conservation measures are imposed. As a result, the national security
would not merely be threatened, but could be immediately, directly
and adversely aﬁzcted.

In addition, the price at which oil imports are now purchased causes
a massive payments outflow to other countries. The inevitable result of
such an outflow is to reduce the flexibility and viability of our foreign
policy objectives. For this reason, therefore, a payments outflow poses
a more intangible, but just as real, threat to the security of the United
States as the threat of petroleum supply interruption. On both grounds,
decisive action is essential.

FINDINGS

As a result of my investigation, I have found that crude oil, prinei-
pal crude oil derivatives and products, and related products derived
from natural gas and coal tar are being imported into the United
States in such quantities as to threaten to impair the national security.
I further find that the foregoing products are being imported into the
United States under such circumstances as to threaten to impair the
nation security.

RECOMMENDATIONS

I therefore recommend that appropriate action be taken to reduce
imports of erude oil, principal crude oil derivatives and products, and
related products derived from natural gas and coal tar into the United
States, to promote a lessened reliance upon such imports, to reduce
the payments outflow and to create incentives for the use of alternative
sources of energy to such imports. I understand that a Presidential
Proclamation pursuant to Section 232 of the Trade Expansion Act of
1962 is being drafted by the Federal Energy Administration consis-
tent with these recommendations.

Witriam E. Simon.

o . AR T

RerorT oF INvEsTIGATION OF EFFECT OF PETROLEUM IMPORTS AND PE-
TROLETM Propucts oN THE NATIONAL SecUurrry Pursvant 10 SEC-
TION 232 or THE TrapE ExpansioNn Acr, AS AMENDED BY THE ASSIST-
ANT SECRETARY OF THE TREASURY rOrR ENPORCEMENT, QPERATIONS
AND Tarirr A¥rairs, Davip R. Macponarp

ASSISTANT SECRETARY OF DEFENSE,
Washington, D.C.,January 9,1975.

Memorandum for : The Assistant Secretary of the Treasury (Enforce-
ment, Operations, and Tariff Affairs).
Subject: Section 232 Investigation on Petroleum Imports.

Reference is made to your memorandum of 4 January 1975 in which
vou advised that the Department of the Treasury is conducting an in-
vestigation under Section 232, 76 Stat. 877 (19 U.8.C. 1862), to deter-
mine the effects on the national security of imports of petroleum and
petroleum products. Department of Defense views on the security im-
plications of current and projected oil import levels were solicited.

The Department of Defense holds that this nation nust have the
capability to meet the essential energy requirements of its military
forces and of its civil economy from secure sources not subject to mili-
tary, economie or political interdiction. While it may be that complete
national energy ser-sufﬁciency is unnecessary, the degree of our suffi-
ciency must be such that any potential supply denial will be sustain-
able for an extended period without degradation of military readi-
ness or operations, and without significant impact on industrial output
or the welfare of the populace. This is true because the national secu-
rity is threatened when: (1) the national economy is depressed; (2)
we are obliged to rely on non-secure sources for essential quantities of
fuel; (3) costs for essential fuels are unduly high; and (4) we reach
a point where secure available internal fuel resources are exhausted.

As you know, the Mandatory Oil Import Program was established
in 1959 for the express purpose of controlling the quantity of imported
oil which at that time had been found to threaten to impair the na-
tional security. In the intervening years we have observed with grow-
ing concern the decline in domestic and western hemisphere petroleum
productive capacity in relation to demand. The result has been a rapid
expansion in our dependence on eastern hemisphere sources for the oil
which is so essential to our military needs and the nation’s economy.
By 1973 that dependence had reached a level which risked substantial
harm to the national economy in event of a peacetime supply denial.
In event of general war, those risks would be substantially greater be-
cause of the sharply increased level of military petroleum consump-
tion which would require support from domestic petroleum resources.
The 1973 Arab oil embargo ogf)ered proof. if proof were needed, of the
deterioration in our national energy situation.

(39)
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Energy conservation efforts and expanded use of alternate fuels
halted the growth in erude oil and product imports during much of
1974. However, production of both oil and gas in the United States
continues to decline, and indications are that import growth has re-
sumed. Projections for 1975 indicate that imports may exceed seven
million barrels a day, sharply higher than in 1974 and equal to near
19 percent of the probable total energy supply in 1975. To the extent
that demand for petroleum imports causes increasing reliance on in-
secure sources of fuel, then such demand/reliance is a severe threat to
our security. Given the gradual reduction in the quantity of petroleum
available from relatively secure Western hemisphere sources, relative
dependence on insecure sources in the eastern hemisphere will grow
more rapidly than the overall growth in oil imports.

The exhaustion of our available internal fuel resources would pose
an even greater threat to our security. Therefore, our petroleum policy
should properly balance these opposing needs. That is to say, national
security considerations would seem to require a proper balance of im-
port restrictions with a decrease in demand. We recognize that the
nation faces a period of several years during which dependence on
insecure imported oil will exceed levels which we would consider
acceptable from a national security viewpoint. Accordingly, we believe
that every reasonable effort should be made to inhibit demand growth,
and increase total internal energy supply while keeping the quantity of
imports at the lowest level commensurate with the essential needs of
national security and the civil economy.

The proper control of petroleum imports at minimum essential levels
will provide assurance to those engaged in the development of con-
ventional and non-conventional domestic energy resources that foreign
oil, regardless of its availability and potential price competitiveness,
will not be allowed to deny future markets to secure domestic energy
supplies. The appropriate restriction of oil imports will also impact
favorably on the balance of payments and, more importantly, will per-
mit the United States to make a significant contribution to inter-
national efforts to reduce total world oil demand which, through its
recent rapid growth, has contributed to harmful increases in world oil
prices. Those increases have posed serious threats to the economic and
military viability of NATO and other friendly nations, as well as to
the United States. Reduced dependence on imported oil can also mini-
mize the adverse impact on the United States, NATO and other
friengly nations of boycotts such as that imposed by the Arab nations
in 1973,

It is our conclusion that currvent and projected levels of demand and
need for imported petroleum products and crude oil pose substantial
risks to the national security of the United States. Additional growth
in the need to import will result in further dependence on eastern
hemisphere sources from which oil must move over long and vulner-
able sea lanes. Moreover, it will depend predominantly on nations
which have demonstrated the will and ability to employ their oil re-
sources for political purposes. Further, the rapid growth in U.S. oil
imports since 1970 has had, and will continue to have if it persists, a
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major role in creating and maintaining the conditions which led to the
oil price rises of 1973 and 1974, ar.d impaired the ability of our NATO
allies to obtain their minimal oil needs in periods of supply disruption.
Future growth will exacerbate those conditions. Increasing dependence
on imported oil is inimical to the interests of the United States and
should be subject to such controls as may be needed to insure that oil
imports are properly balanced against our essential needs and reflect
our development of additional energy resources. .

Attached for your information are estimates of military petroleum
requirements.

Artrior 1. MENDOLIA,
Assistant Secretary of Defense
(Installations and Logistics).




Rerort oF INVESTIGATION UNDER SECTION 232 0F THE TRADE EXPANSION
Acr, as Amexpep, 19 U.S.C. 1862

I. INTRODUCTION AND SUMMARY

This investigation is being conducted at the request of and on behalf
of the Secretary of the Treasury pursuant to his authority under Sec-
tion 232 of the Trade Expansion Act (the “Act”), as amended, 19
U.S.C. 1862. (Annex A) The purpose of the investigation is to deter-
mine whether crude oil, crude oil derivatives and products, and related
products derived from natural gas and coal tar are being imported
into the United States in such quantities or under such circumstances
as to threaten to impair the national security. Under 31 CFR 9.3, the
Assistant Secretary of the Treasury for Enforcement, Operations, and
Tariff Affairs is responsible for making this investigation.

The Secretary of the Treasury has determined pursuant to Section
232 that it would be inappropriate to hold public hearings, or other-
wise afford interested parties an opportunity to present information
and advice relevant to this investigation. He has also determined pur-
suant to his authority under 31 CFR 9.8 that national security inter-
ests require that the procedures providing for public notice and oppor-
tunity for public comment set forth at 31 CFR Part 9 not be followed
in this case. (Annex A)

In conducting the investigation, information and advice have been
sought from the Secretary of Defense, the Secretary of Commerce,
and other appropriate officers of the United States to determine the
effects on the national security of imports of the articles which are the
subject of the investigation. Information and advice have been re-
ceived from the Departments of State, Defense, Interior, Commerce,
Labor, the Council of Economic Advisers, and the Federal Energy
Administration. (Annex B)

_ In summary, the conclusion of this report is that petroleum s being
imported in such quantities and under such circumstances as to
threaten to impair the national security of this country.

Petroleum is a unique commodity: it is essential to almost every
sector of our economy, either as a raw material component or as the
fuel for processing or transporting goods. Tt is thus essential to the
malintenance of our gross national product and overall economic
health. Only a small percentage of present U.S. petroleum imports
could be deemed to be secure from interruption in the event of a majox
world crisis. The quantity of petroleum imports, moreover, is now such
a high percentage of total U.S. consumption that an interruption
larger than one million barrels per day at the present time would
adversely affect our economy. If our imports not presently deemed to
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be secure from interruption were in fact kept from our shores, the
effect on the U.S. economy would be staggering and would clearly
reach beyond a matter of inconvenience, or loss of raw materials and
fuel for industries not essential to our national security. The outflow
in payments for petroleum also poses a clear theat not only to our
wellbeing, but to the welfare of our allies. As the State Department
has concluded, the massive transfer of wealth greatly enhances the
economic and political power of oil rich states who do not necessarily
share our foreign policy objectives, and correspondingly tends to erode
the political power of the United States and its allies.

The purpose of this investigation under Section 232 of the Act
is to determine the effects of our level of imported petroleum upon our
national security and not to fashion a remedy. Nevertheless, it would
appear that we must, over the longer term, wean ourselves away from
a dependence upon imported oil, conserve our use of petroleum, pro-
mote the use of alternative sources of energy, and at least in part,
stanch the outflow of payments resulting from our purchases of this
commodity. As Secretary Kissinger states: )

“Clearly, decisive action is essential. We have signalled our inten-
tion to move toward energy self-sufficiency. We must now demonstrate
with action the strength of our commitment. In the short-term, our
only viable economic policy option is an effective program of energy
conservation. A vigorous United States lead on conservation will en-
courage similar action by other consuming nations. Consumer cooper-
ation on conservation now and then development of new supplies over
time will deter producer aggressiveness by demonstrating that con-
sumers are capable of acting together to defend their interests.”

II. STATUTORY CONSIDERATIONS

This investigation has proceeded in recognition of the close relation-
ship of the economic welfare of the Nation to our national security. As
required by Section 232, consideration has been given to domestic pro-
duction of crude oil and the other products under investigation needed
for projected defense requirements, the existing and anticipated avail-
ability of these raw materials and products which are essential to the
national defense, the requirements of the growth of the domestic petro-
leum industry and supplies of crude oil and crude oil products, and the
importation of goods in terms of their quantities, availabilities, char-
acter and use as those affect the domestic petroleum industry and the
ability of the United States to meet its national security requirements.

In addition, other relevant factors required or permitted by Sec-
tion 232 have been considered, including the amount of current do-
mestic demand for petroleum and petroleum products which is being
supplied from foreign sources, the degree of risk of interruption of the
supply of such products from these countries, the impact on the econ-
omy and our national defense of an interruption of such supplies in-
cluding the effects on labor, and the effect of the prices charged for
foreign petroleum and petroleum products on our national security.
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III. IMPORTS OF PETROLEUM AND PETROLEUM PRODUCTS

During the first eight months of 1974, the United States imported
approximately 5.8 million barrels per day of petroleum and petroleum
products. (Annex C) This figure amounted to 35.6 percent of total
United States demand for such products during this period. The latest
data available indicates that United States dependence on imported oil
is growing. For the four weeks ending December 13, 1974, the United
States imported about 7.4 million barrels per day of petroleum and
petroleum products, which represented 39.5 percent of total United
States demand for such products during the same period. (Annex C)

Imports into the United States may be divided into two major
sources, the nations belonging to the Organization of Petroleum Ex-
porting Countries (OPEC) and other nations. (Annex D) The OPEC
nations have far more production capacity than the non-OPEC na-
tions. Of the world’s total production of approximately 55 million
barrels per day, OPEC members produce 30 million barrels, Com-
munist countries 11 million and the balance of 14 million barrels per
day is produced by other countries including the U.S.* Moreover, the
OPEC countries have over 8 million barrels per day of production
potential which is not being utilized while virtually no unused ca-
pacity exists in the rest of the world.?

Most recent indicators show that 3.5 million barrels per day of
crude oil and petroleum products are being imported by the U.S.
directly from the OPEC member states. (Annex D) In addition, as
much as 850,000 barrels per day of finished products imported into the
U.S. from third country sources may originate from OPEC nations.?
In total, 4.35 million barrels per day of the 1974 U.S. demand of ap-
proximately 17.0 million barrels per day came from OPEC sources.
In percentage terms, U.S. imports from OPEC members account for
over 25% of domestic demand.

The major Western Hemisphere suppliers of petroleum to the
United States are Canada and Venezuela. The latter country provided
the United States with approximately 1.1 million barrels per day from
Januvary through October 1974. For the same period, Canada ex-
ported to the U.S. over 1,000,000 barrels per day or slightly over 17%
of our imported supplies.

The Canadian Government has recently conducted a study of its
own energy potential. It concluded that steps should be taken to reduce
exports of oil with a view to conserving petroleum for future Canadian
requirements.* Accordingly, on November 22, 1974, the Canadian
Government announced its intention to limit exports to the U.S. to
650,000 barrels per day by the end of 1975. Further reductions in
exports will take place after annual reviews, As a result, it appears
that the U.S. can no longer count on the availability of large volumes
of oil from Canada but may have to increase our reliance on OPEC
to make up for the reduction of Canadian imports.

1 Treasury sources, Office of Energy Pollcy.

2 Treasury sources, Office of Energy Policy.

3 Treasury estimate, Office of Energy Policy.

£ Statement of Donald 8. MacDonald, Minister of Bnergy, Mines and Resources, on
Canadian 01l Supply and Demand. Press Release November 22, 1974,
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In summary, 60 percent of current imports of crude oil comes directly
from OPEC members and another 15 percent is refined by third
world countries using OPEC crude oil. At least 85% of the imported
petroleum, however, whether from OPEC or non-OPEC countries,
appears to be subject to the threat of interruption in the event of a
crisis. Moreover, the outlook in the short run is for the percentage of
imports derived from QOPEC members to increase as a result of limita-
tions on Canadian exports.

IV, EFFECT OF 1973—1974 EMBARGO ON THE DOMESTIC ECONOMY

The interruption of the supply of a major part of U.S. imports of
petroleum during the Winter of 1973-74 had a serious adverse impact
on the economy of the United States.

In this memorandum, Secretary Dent stated :

“The experience of the Arab o1l embargo last year, even though it
halted only about one-half of our oil imports, confirms the risk of
disruption to the economy which is implicit in dependence on imports
of oil to this degree. The oil embargo is believed to have produced a
reduction in U.S. GNP by some $10 to $20 billion. A1l sectors of the
economy were adversely affected, with the consumer durables sector
and housing construction most heavily hit. Further, it is estimated
that a substantial part of the inflationary rise of prices during 1974,
particularly in the first half, is attributable to the direct and indirect
effects of the rise in overall energy costs which followed the rapid
escalation of costs for Arab oil. In view of this record of injury caused
by loss of foreign oil supply and our continuing vulnerability of
future injury of even greater impact, it is my opinion that imports at
current and projected levels do constitute a threat to impair the
national security.” ,

The Federal Energy Administration noted in its Project Inde-
pendence report that the embargo’s impact was serious as a result
of the nation’s high level of dependence upon foreign petroleum
imports. In the years 1960 through 1973 U.S. production did not keep
pace with U.S. consumption of petroleum. The resulting gap repre-
sented the level of U.S. imports, which increased drastically:

U.5. PRODUCTION AND CONSUMPTION OF PETROLEUM ! (1960-73)
[Petroleum in mitlions of barrels per day]

Year Production Consumption  Gap (imports)
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! Federal Energy Administration, Project independence report, appendix at 284 (November 1974).

The impact of the embargo on imports can be shown by a com-
parison of import figures for both crude and refined oil imports for
each of the months September 1973 through February 1974, and the
percent change reflected in such figures from the same months of the

preceding year:




46

MONTHLY IMPORTS BEFORE AND DURING THE OIL EMBARGO !
[In millions of barrels per day]

Percent Total Percent

change from refined  change from

Crude oil previous year products  previous year

3.47 +47 2.65 +26

Se;l:gamrber 1947.3 . 3.86 +49 2.67 +9

November_ _ _ 3.45 +50 3.14 +3?
December. ... g 492 +g g g(s) i

’r"e%‘::zy“’" 2.10 ~22 2.55 1417

1 Ibid. at 285. . . . .
2 %’?llg i::iicated positive balance in this month is reflected by the disproportionately iarge imports of motor gasoline, to

accommodate critical shortages of this refined product.

Both the National Petroleum Council and the Federal Energy Ad-
ministration have made detailed analyses of the impact of the 1973-
74 embargo. A demand reduction of over 1 million barrels per day has
been attributed to curtailment and conservation. These savings
occurred in areas which caused minimum individual or collective hard-
ship. However, many such savings were the result of one-time only
reductions in usage patterns, such as lowering of thermostat levels.
Once accomplished, by voluntary or other restraints upon energy
usage, such savings cannot thereafter be duplicated. )

The cost of the embargo to the economy, in terms of both increased
energy costs and adverse impacts on the labor market, was severe.
During the first quarter of 1974, the seasonally adjusted Gross Na-
tional Product fell by 7% and the seasonally adjusted unemployment
rate changed from 4.6% in October 1973 to 5.1% by March of 1974.
Of course there were other factors at work in the economy during this
period and it is difficult to isolate those declines attributable solely
to the embargo. However, according to the FEA, increased energy
prices during the embargo period were responsible for at least 30% of
the increase in the Consumer Price Index with the long-term effects of
the embargo and the subsequent price rises continuing after the em-
bargo was lifted. As the FEA has pointed out, a comparison of the
nation’s economic performance for the two years preceding the em-
bargo with the first quarter of 1974 demonstrates a clear and uninter-
rupted upward historical trend (albeit a reduced rate of increase
beginning in the second quarter of 1973) followed by a sudden sharp
decline during the relevant period:

GROSS NATIONAL PRODUCT STATISTICS (1972-74)!

Present

changes in

GNP from

praceding

quarter

Real GNP2  (annual rate)

|

| P, 785.6 9.5

1] P, 796.7 5.7

W . 812.3 8.0
1973;

I — 53 3

1] JEPR 841.3 3.4

W 844.6 1.6
1974 | ... 831.0 —6.3

1 big. 2t 289.

4 Seasonally adjusted at annual rates in billions of 1958 dollars.
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A similar effect has been identified by FEA with respect to real
personal consumption expenditures and real fixed investments. These
are set forth in detail in the Appendix to the Project Independence
Report, and are not set forth in detail herein.

Following the embargo, the Department of Commerce reduced its
forecast of real output for the first quarter of 1974 by $10.4 billion,
and its forecast for the first quarter of 1975 by $15 billion.* Again,
studies showing detailed effects upon the labor market and contribu-
tions to changes for selected items within the CPI have been analyzed
in detail by the Department of Commerce and the Federal Energy
Administration, and set forth in the Project Independence Report.

The adverse change of .5% in the seasonally adjusted national un-
employment rate between October 1973 and March 1974 represents an
increase of approximately 500,000 unemployed people. The Depart-
ment of Labor has estimated that during the period of embargo 150,-
000 to 225,000 jobs were lost as a direct result of employers’ inability
to acquire petroleum supplies. An additional decline of approximately
310,000 jobs occurred as an indirect result of such shortages in indus-
tries whose products or processes were subject to reduced demand as
a result thereof (most notably, the automobile industry). The Depart-
ment of Labor estimates that 85% of the total jobs lost were those of
sel,{nlli-fikilled workers, 5% clerical and 8% professional, technical and
skilled.

The Federal Energy Administration has projected the loss in econ-
omic activity (GNP) which could be reasonably correlated to a short-
fall in oil supplies. The pattern of this correlation indicates that at any
given time, the economy can absorb a modest reduction in consumption
before painful reductions in economic activity occur. After this reduc-
tion in nonessential uses of oil is made, further reductions of oil sup-
plies will result in sharply increasing losses in the GNP. Based on
such models, the FEA has determined the impacts of interruption of
imports under several conditions. For example, a recently calculated
situation shows that a 2.2 million bbl/day import reduction for six
g&n}t}hs’ duration is estimated to cause a $22.4 billion reduction in

6

The Federal Energy Administration estimates that a reduction in
consumption of approximately 1 million barrels per day can be man-
aged without imposing prohibitive costs on the economy. While recog-
nizing that a figure of 1 million barrels per day is not precise, it does
approximate a reasonable estimate of the short-term reduction beyond
which more severe economic readjustments would take place. Of the
17 million barrels per day current demand, it is estimated that 16
million is the proximate quantity required to prevent progressive
deterioration of the economy at the present time.

It should also be noted that the impacts of any supply interrup-
tions will be disproportionately felt in the various regions of the
country. The major determinants of the impact within any given re-
gion is the amount of imports into that region, climatic conditions of

+Tbid. at 291.

5Ibid. at 296.

8 Federal Energy Administration, Office of Economic Impact, The Potential Economic
Costs of Future Disruptions of Crude Oil Imports, at 11 (Dec. 23, 1974).
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the region, and the industries located there. The northwestern and
northeastern parts of the country import large amounts of their petro-
leyn requirements, the climatic conditions require them to use more
energy for heating than other regions, and they have more ener
using manufacturing industries in general than other parts of the
country (this is especially true of the Northeast).

The direct effects of an embargo would be concentrated in PAD
(Petroleum Administration for Defense) Districts 1 and 5. PAD Dis-
trict 1 includes the Eastern Seaboard of the U.S. where it is estimated
that 83 percent of the 1975 crude petroleum demand will be imported.
In PAD District 5, the West Coast of the U.S. including Alaska and
Hawaii, imports are 43 percent of total uses. The East Coast problem
is especially difficult because of the high fuel oil demands in the New
England area and the fact that approximately 98 percent of the resid-
ual fuel oil for PAD District 1 is imported as a refined product or
made from imported crude.”

v. VOLNERABILITY OF TU.S8. ECONOMY TO OIL AND DEVELOPMENT OF
ALTERNATE ENERGY SOURCES

The vulnerability of the U.S. economy to petroleum supply inter-
ruptions is highlighted by (1) the fact that it 1s the backbone, not only
of our defense energy needs, but also of our economic welfare, and (2)
the difficulty of bringing in alternate energy sources immediately.

Although there may have been some recent minor changes, the 1973
figures show that petroleum accounted for 46 percent of domestic
energy consumption, natural gas for 31 percent, coal for 18 percent,
hydropower for 4 percent and nuclear for 1 percent. (Annex E)

The degree to which other energy forms can in the short run be

hysically substituted for oil is limited. Residual oil used in heat-
Ing or utilities can be replaced with coal only after conversion of the
plant’s combustion facilities has taken place. Other energy sources
are limited in supply or feasibility of use. Supplies of natural gas
are declining and an interestate pipeline curtailment of 919 billion cu.
ft. is expected in the 1974-75 heating season.! The natural gas reserve/
production ratio has declined from 21.1 in 1959 to 11.1 in 1973, indi-
cating the production potential is seriously impaired. It does not
appear that we can substitute natural gas for oil. On the contrary,
the prospects are that either oil or coal may have to be substituted
for natural gas. The nation’s ability to increase its hydroelectric power
generating capacity is severely limited. Other energy sources such as
nuclear electrical generating power require long lead times for de-
velopment and will not be available in materially increased quanti-
ties for a number of years. For example, nuclear power is not expected
to reach a significant percentage (12%) of our total energy capacity
until 1985.2 The availability of coal is subject to further mine de-
velopment, expansion of transportation systems and convertibility of
furnaces and boilers, all of which require significant development

7Ibid at 3. .
l%ederal Power Comn:lssion, Staff Report. Requirements and Curtailments of Major
Interstate Pipeline Companies Based on Form 16 Report (Nov, 15, 1974). on
2 Report of a subcommittee of the House Committee on Banking and Currency on 1
Imports and Energy Security: An A;;z:)lysis of the Current Situation and Future Prospects ;
n2d Cong., 2d sess. at 28 (September 1074).
3§‘B‘ed¢g-al Energy Adminls%ratlon, Project Independence Report, at 30 (November 1974).
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time. Moreover, both the production and combustion of coal is cur-
rently subject to environmental restrictions which further limit its
accelerated development as an energy source.

The outlook for increasing production of crude oil from domestic
sources is not favorable for the near term. Domestic production has
declined from 9.6 million barrels per day in 1970 to 8.7 million bar-
rels per day in December 1974. A further gradual decline is anticipated
until oil from the North Slope of Alaska becomes available in late
1977, or until oil is produced from presently undeveloped areas as the
Outer Continental Shelf. Nevertheless, the sharp increase in the price
of oil should stimulate increased exploration which, in the intermedi-
ate or longer term, if combined with conservation efforts should
ameliorate the present threat to our economy.

Also, long-term energy sources such as the development of geo-
thermal and oil shale energy resources and the practical utilization
of solar energy require major advances in the technology involved.
This technology may take several years to develop, but should assist
in the solution of the domestic shortage of energy sources if sufficient
incentive is provided.

VI. THREAT TO THE NATIONAL SECURITY OF FUTURE SUPPLY INTERRUPTIONS

Section IV has described the serious impact on the national economy
and consequently on the national security of the winter 1973-1974 em-
bargo. It 1s reasonable to expect similar or even worse effects of an
interruption of supply in the future, particularly in light of increas-
ing dependence on foreign sources of supply. U.S. production is de-
clining * and alternative sources of energy supply require a long lead
time for development.® Moreover, supplies from the most secure West-
ern Hemisphere sources are likely to decline as illustrated by the
Canadian action to reduce oil exports to the United States.

The Department of Defense has described the risks to our national
security posed by the threat of a future supply interruption. The De-
partlalent of Defense, in its memorandum to me of January 9, 1975,
stated :

“The Department of Defense holds that this nation must have the
capability to meet the essential energy requirements of its military
forces and of its civil economy from secure sources not subject to mili-
tary, economic or political interdiction. While it may be that complete
national energy self-sufficiency is unnecessary, the degree of our suf-
ficiency must be such that any potential supply denial will be sustain-
able for an extended period without degradation of military readiness
or operations, and without significant impact on industrial output or
the welfare of the populace. This is true becanse the national security
is threatened when: (1) the national economy is depressed; (2) we are
obliged to rely on non-secure sources for essential quantities of fuel;
(3) costs for essential fuels are unduly high; and (4) we reach a point
where secure available internal fuel resources are exhausted.

1 Federal Energy Administration, Projeet Independence Report at § (November 1974).
See figures set forth in Annex F.

2 See discussion of alternative energy sources in Section V. 8See also Federal Energy
Administration, Project Independence Report at 6 (November 1974).

45826 O - 75 - 4
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“As you know, the Mandatory Oil Import Program was established
in 1959 for the express purpose of controlhn%the quantity of imported
oil which at that time had been found to threaten to impair the na-
tional security. In the intervening years we have observed with grow-
ing concern the decline in domestic and western hemisphere petroleum
productive capacity in relation to demand. The result has been a rapid
expansion in our dependence on eastern hemisphere sources for the oil
which is so essential to our military needs and the nation’s economy.
By 1973 that dependence had reached a level which risked substantial
harm to the national economy in event of a peacetime supply denial.
In event of general war, those risks would be substantially greater
because of the sharply increased level of military petroleum consump-
tion which would require support from domestic petroleum resources.
The 1973 Arab oil embargo offered proof, if proof were needed, of the
deterioration in our national energy situation.

“Energy conservation efforts and expanded use of alternate fuels
halted the growth in crude oil and product imports during much of
1974. However, production of both oil and gas in the United States
continues to decline, and indications are that import growth has re-
sumed. Projections for 1975 indicate that imports may exceed seven
million barrels a day, sharply higher than in 1974 and equal to near
19 percent of the probable total energy supply in 1975. To the extent
that demand for petroleum imports causes increasing reliance on in-
secure sources of fuel, then such demand/reliance is a severe threat
to our security.” .

Although oil exporters vary in their specific national goals and
from time to time make unilateral decisions in regard to oil policies,
oil exporters have the potential to bring about concerted actions which
can explicitly deny the U.S. needed imports through such actions
as last year’s embargo. The loss in GNP growth and the significant
unemployment created have on their face a significant impact in terms
of the overall strength of the national economy. Continued reliance
on foreign sources of supply leaves the U.S. economy vulnerable to
further disruptive, abrupt curtailment or embargo of supplies, as
well as to further increases in prices. Consequently, it is only prudent
from a national security standpoint to plan for the possibility that
another embargo, or other type of supply interruption could occur.

VII. THE EXCESSIVE RELIANCE ON IMPORTED OIL A8 A SOURCE OF WEAKNESS
IN A FLEXIBLE FOREIGN POLICY

The dependence of the United States on imported petroleum can
also adversely affect the ability to achieve our foreign policy objec-
t1ves.

A healthy and vital domestic economy coupled with modern and
adequate defense forces are the basic elements of strength in protect-
ing our national security, but equally important in today’s inter-
dependent world is the continued smooth functioning of the inter-
national economic system and, in particular, the economic strength
and viability of our Allies. The economies of many of these countries
are almost totally dependent on imported oil and are therefore much
more vulnerable to the threat of a new oil embargo. This could ad-
versely affect the extent to which we can rely on those Allies in the
event of a serious political or military threat to this country.

&
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The risk to our Allies and to ourselves comes not only from the
possibility of disruptions of supply and the impact this could have
on foreign policies but also from the effect on their domestic economies
of the high cost of oil imports. Individual consumer states faced with
balance of trade deficits and having difficulties in financing them,
could attempt to equilibrate their trade balances through “beggar-thy-
neighbor” actions.

For example, deliberate measures could be taken to interfere with
markets so as to increase exports and/or decrease imports from non-
o1l exporting countries. Specific examples would include export sub-
sidies, import tariffs, quotas, and perhaps other non-tariff barriers
to trade. Such action would, of course, be infeasible as a concerted
policy by all deficit nations and therefore irrational, Indeed, should
all embark on such a course, a severe economic loss would result
through income reductions to all. Exports would be reduced for all
oil importing countries with loss in economic activity.

A slowdown in economic growth and consequent unemployment
resulting from such a course could have economic and social effects
that could have serious political implications for our own security.

These potential problems could arise from the continued high
levels of oil imports in conjunction with the price of oil, which gen-
erate large current account surpluses for QOPEC. Given the limited
absorptive capacity of some of these countries the increased oil reve-
nues to these countries will not be immediately translated into in-
creased imports. A recent estimate of the OPEC 1974 current account
imbalance 1s about $60 billion. In contrast, the 1973 OPEC current
account balance was only $13 billion. Projections of these balances
through time indicate continued reserve accumulations at least until
1980, as some OPEC members will only gradually adjust their import
levels to higher export revenues. An estimate of these accumulations
as of 1980 1s on the order of $200 to $300 billion (in terms of 1974
purchasing power) for OPEC as a group. Such a massive transfer
of wealth would enhance the economic and political power of oil
rich states which do not necessarily share our foreign policy objectives.
It is our expectation that these funds will be held and invested
in a responsible manner. There is every economic incentive for the
owners 9f these resources to take this course. The United States’ basic
economics position strongly favors maximum freedom for capital
movements and we believe there is no reason to change this policy.

However, in view of the possible problems noted above, 1t is im-
perative that we Ijloin with our Allies in a concerted program of con-
servation, reduced reliance on imported sources of oil and develop-
ment of alternative energy supplies. In this way we promote market
forces that will work against further rises in already monopolistic
oil prices, and exert some downward pressure on world oil prices.

The Department of Defense confirms these conclusions:

“The appropriate restriction of oil imports will also impact favor-
ably on the balance of payments and, more importantly, will permit
the United States to make a significant contribution to international
efforts to reduce total world oil demand which, through its recent
rapid growth, has contributed to harmful increases in world oil prices.
Those increases have posed serious threats to the economic and mili-
tary viability of NATO and other friendly nations, as well as to the
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United States. Reduced dependence on imported oil can also mini-
mize the adverse impact on the United States, NATO and other
frien@;l]y nations of boycotts such as that imposed by the Arab nations
in 1973.”

The Federal Energy Administration has pointed out that reduction
of reliance on imported oil and conservation are essential to U.S.
participation in the International Energy Program. Administrator
Zarb states:

“Given the inability to create effective emergency supplies in the
short run, it is important that the U.S. actively support and partici-
pate in international security agreements such as the International
Energy Program (IEP), or a producer-consumer conference, with the
objective of establishing future world oil prices acceptable to the U.S.,
the other importers, and the OPEC countries; and to decrease the
likelihood of politically or economically motivated supply disruptions.

“The TEP particularly is an important component of the U.S. energy
supply security program. It would coordinate the responses of most
major oil importing nations to international supply disruptions, pro-
vide guidelines for conservation and stockpile release programs, and
avoid competition for available supplies, and thus limit the oil price
increases likely to result from an oil shortage.

“The TEP deters the imposition of oil export embargoes because it
diminishes the ability of oil exporters to target oil shortfalls on par-
ticular oil importers, or greatly increases the cost of doing so. For
example, under an IEP, a U.S. import shortfall of 3 MM B/D would
require a much larger export cutoff, and increase the political and eco-
nomic costs exporters would incur in imposing an embargo.

“These measures do not exhaust the options available to the U.S.
Government. They seem to us, however, to be among the most effective
programs which the U.S. can implement at this time, given the charac-
ter of the international energy market. As such, these options offer
attractive prospects for minimizing the threat to our national security
resulting from our need to continue to rely on imported oil.”

VIII. FINDINGS AND RECOMMENDATIONS

As a result of my investigation, I recommend that the following
determinations and recommendations be made by the Secretary of
the Treasury and forwarded to the President:

Findings

As a result of the investigation initiated by me, I have found that
crude oil, principal crude oil derivatives and products, and related
products derived from natural gas and coal tar are being imported
into the United States in such quantities as to threaten to impair the
national security. I further find that the foregoing products are being
imported into the United States under such circumstances as to
threaten to impair the national security.

Recommendations

T therefore recommend that appropriate action be taken to reduce
imports of crude oil, principal crude oil derivatives and products,
and related products derived from natural gas and coal tar into the
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United States, to promote a lessened reliance upon such products,
to reduce the payments outflow and to create incentives for the use
of alternative sources of energy to such imports. I understand that
a Presidential Proclamation pursuant to Section 232 of the Trade Ex-
pansion Act of 1962 is being drafted by the Federal Energy Adminis-
tration consistent with these recommendations.

Davio R. Macpoxarp,
Assistant Secreta
(Enforcement, Operations, and Tariff Affairs).

[Annex A]

Tur SecrETaARY OF THE TREASURY,
Washington, J enuary 4, 1975.
Memorandum for Assistant Secretary Macdonald.
Subject : Request for Section 232 Investigation.

_Pursuant to my authority under Section 232 of the Trade Expan-
sion Act, 76 Stat. 877 (19 U.S.C. 1862), I am requesting you to conduct
an investigation under that section to determine the effects on the na-
tional security of imports of petroleum and petroleum products.

In my judgment, national security interests require that the pro-
cedures requiring public notice and opportunity for public comment
or hearings, set forth in the Treasury regulations at 31 CFR Part 9,
not be followed in this case. I further find that it would be inappro-
priate to hold public hearings, or otherwise afford interested parties
an opportunity to present information and advice relevant to the
investigation as provided by Section 232, as amended by the Trade
Act of 1974, Therefore, I request that you proceed immediately with
the investigation without doing so.

Wirriam E. Simon.

[Annex B]

TT?E SECRETARY OF STATE,
ashington,Janvary 11,1975,
Hon. WiLLiam E. Smvow, e « v
Secretary of the Treasury.

Drar B I am responding to your January 3 memorandum and
that of David Macdonald requesting the view of the State Depart-
ment as to the effect of petroleum imports on our national security.

The 1973-1974 oil embargo and production cutbacks demonstrated
our vulnerability and that of other industrial nations to an interrup-
tion in foreign oil supplies. In addition to its direct economic cost 1n
lost GNP and increased unemployment, the embargo stimulated mas-
sive and abrupt price increases which the producers have been able to
maintain and increase. Without preventative action, OPEC’s accumu-
lation of financial assets will accelerate, reaching a total of about $400
billion in investable funds by the end of 1980. This massive transfer of
wealth will greatly enhance the economic and political power of the
oil rich states who do not share our foreign policy objectives. It will
also cause a serious erosion of the political power of the United States
and its allies relative to the Soviet Union and China.
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Clearly, decisive action is essential. We have signalled our intention
to move toward energy self-sufficiency. We must now demonstrate
with action the strength of our commitment. In the short-term, our
only viable economic policy option is an effective program of energy
conservation. A vigorous United States lead on conservation will en-
courage similar action by other consuming nations. Consumer coopera-
tion on conservation now and the development of new supplies over
time will deter producer aggressiveness by demonstrating that con-
sumers are capable of acting together to defend their interests.

From the national perspective, a major United States’ conservation
effort will:

—reduce OPEC’s financial claims on United States resources and

the transfer of economic and political power to the producers;

—reduce our vulnerability to supply disruptions;

—limit the effect of future OPEC price rises on United States

growth and inflation; and

—exert some downward pressure on world oil prices.

We believe substantially higher import license fees will contribute
to our conservation strategy. They should reduce our dependence on
imported energy and demonstrate to other consumers and producers
the seriousness of our commitment not to remain vulnerable to escalat-
ing oil prices and threats of supply interruptions.

Warm regards,
Hexry A. KissiNGERr.

Mirrary PerroreuM REQUIREMENTS

Estimated consumption, U.S, forces, FY 1975—558,000 barrels per
day.?

Estimated consumption in general war—1,800,000 barrels per day.

In addition to purely military requirements there is a substantial
additional need for direct and indirect use of petroleum by defense-
related private industry. No data is available on the amount of petro-
leum involved, but broad estimates of total energy consumption by
defense industry indicate that from 1.5 to 3.0 percent of total national
energy consumption is curently required. That percentage would in-
crease substantially in a protracted general war, probably largely due
to conversion of industry to war production, without necessarily re-
flecting sharply increased energy requirements on a btu basis.

U.S. DeparTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., January 8, 1975.
Heon. Davip R, Macponaip,
Assistant Secretary, Enforcement, Operations, and Tariff Affairs,
Department of the Treasury, Washington, D.C.

Dear Mr. Macoonarn: In response to your memorandum of Jan-

uary 4, 1975, relating to the request for investigation on petroleum

1 Currently approximately 859% of consumption is obtained from foreign sources. No
significant changes in consumption are projected through FY 1976.
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imports under Section 232 of the Trade Expansion Act, we have en-
closed some observations concerning the effects on the national security
of imports of petroleum and petroleum products.
Sincerely yours,
Jack W. CaRrLsoN,
Assistant Secretary of the Interior.
Enclosure.

THE EFFECTS ON NATIONAL SECURITY OF IMPORTS OF PETROLEUM PRODUCTS

Imports of crude oil in the first nine months of 1974 averaged 3.3
million barrels per day, and imports of petroleum products and un-
finished oils in petroleum averaged 2.6 million barregs per day. Total
imports as a percent of supply accounted for 36 percent and demand
for petroleum products in the same period averaged nearly 16.5 mil-
lion barrels per day. In the first nine months of 1974, residual fuel oil
accounted for 60.2 percent of our product imports and 61.3 percent of
domestic residual fuel oil demand; distillate fuel oil, 9.3 percent of
imports, and 8.6 percent of demand. Imports of gasoline constituted
8.4 ]percent of products, but only 8.4 percent of domestic demand; jet
fuel, 6.3 percent of imports and 16.7 percent of demand. Imports of
liquefied gases and ethane comprised 4.6 percent of products and 9 per-
cent of demand. Other f)roducts, which includes naphthas, kerosine,
lubricants, waxes, asphalt, etc., aggregated 11.2 percent of product im-
ports and 13.7 percent of domestic demand. " ‘

If crude imports were cut off, refining operations in the U.S. would
have to be curtailed sharply. Based on average refinery yields (August
1974), domestic refineries obtained from the 3.3 million barrels a day
of crude oil imported, nearly 1.6 million barrels a day of gasoline,
nearly 700 thousand barrels a day of distillate fuel oil, and 274 thou-
sand barrels a day of residual fuel oil. '

Viewed narrowly, namely in terms of the probable needs of the
Department of the Defense under present conditions or in a major
nuclear war, it would appear that petroleum importations at current
levels would riot jeopardize national defense per se. However, a cut
off of foreign supplies of crude petroleum and/or petroleum products
would have a serlous impact on the national economy, such as was
demonstrated in the 1978-74 Arab Oil Embargo. Broadly viewed, a
disruption of imports could have serious implications for the national
security, as well, in that a strong and healthy economy is generally
considered essential to our overall ability to maintain our free demo-
cratic institutions,

Still another consideration is the adverse impact petroleum pro-
ducts imports have on expansion of domestic refinery capacity. We
cannot now meet our normal domestic needs from the full output of
existing refinery capacity. An increase in imports of products would be
harmful to national security because increasing dependence on such
sources would not only make the United States more vulnerable to
disruptions in supply flows, but also inhibit domestic refinery
expansion.

Even without a further embargo, large imports pose an economic
threat. The accompanying chart includes a 1974 estimated value of
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1. The Secretary of Labor’s Report on the Impact of Energy Short-
ages on Manpower Needs, dated March 1974, This report, required

under Section 506 of the Comprehensive Employment and Training

Act of 1973, deals with the impact of energy shortages on current and
future employment. A copy is enclosed.

9. Labor Report, a part of the Proj .
Task Force Report, dated November 1974. This re

from the Federal Energy Administration. )

3, “The Effects of Oil Resource Allocation”, an unpublished study
recently completed by Professor Yoram Barzel of the University of
Washington under contract to the Department of Labor. The study
is currently being reviewed within the Department. If it appears thaj;
this study contains material relevant to the effect of petroleum and
petroleum products imports on national security we will advise you.
Jorr SEcALL,

Deputy Under Secretary, International Affairs.

cct Independence Blueprint
port is available

Tae CHAIRMAN OF THE
CounciL or EconoMIC ADVISERS,
Washington, D.C., January 8, 1975.
Hon. Davip R. MacpoNaLD, ) )
Assistant Secretary, Enforcement, Operations, and Tariff Affairs,
Department of the Treasury, Washington, D.C. .

Dear Mr. MacponaLp : Petroleum and petroleum products are being
imported into the United States in such quantities and under such
circumstances as to threaten to impair the national security.

The quantity of imports of petroleum and petroleum products 1s 80
large that these imports are essential to the continued functioning of
our economy at acceptable levels of employment and output. Unless
appropriate action is taken, petroleum and petroleum product im-
ports would continue at current or higher levels, leaving the economy
open to serious damage if those imports were interrupted.

The circumstances under which petroleum and petroleum products
are being imported into the United States lead to a threat to national
security. Foreign governments may interrupt the flow of petroleum
and petroleum product imports to the United States to achieve eco-
nomic or political ends. Oil-exporting nations whose exports are now
essential to the continued security of the United States have agreed
to act jointly in matters of oil exports. Collective action by some
petroleum exporters reduced U.S. petroleum imports during 1973~
1974 with serious damage to the economy and security of the United
States. A threat to our national security will exist until the United
States can absorb the effects of an embargo without damage to its vital
economic and military interests.

The United States can absorb the effects of an embargo without
serious damage only if imports from those countries which act jointly
on petroleum matters are not essential to the United States. These
imports would not be essential if the economy of the United States
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required only as much petroleum and petroleum products, or their sub-
stitutes, as could be produced within our borders or imported from na-
tions which did not belong to the group which acted jointly on pe-
troleum matters. Consequently, actions which cause the economy to
adjust to the consumption of less energy in the form of petroleum
and petroleum products, and/or which cause more petroleum prod-
élcts t% be supplied by domestic sources, would lead to greater national
ecurity.

Alternatively, imports from those nations which act jointly on
petroleum matters would not threaten the security of the United
States if alternative sources of petroleum and petroleum product
supply could easily and readily replace interrupted imports. At pres-
ent such supplies do not exist, and consequently there is a threat to
the national security of the United States.

In summary, petroleum and petroleum products are now being im-
ported in quantities such that serious damage to national secbl’lrity
would result from interruption of these imports. The circumstances
under which petroleum and petroleum products are being imported
makes those imports insecure. Consequently, petroleum and petroleum
product imports threaten the national security.

Sincerely,
ArAN GREENSPAN.

F%;ER;:L ENERGY ADMINISTRATION,
ashington, D.C., J '
BAVID R. A:;YV[AODONALD, grems  Jaary I, 1975
ssistant Secretary, Enforcement, Operations, and Tariff Affas
2 ) A airs
U.8. Department of the Treagzwy, Washz’végton, D.O.ﬁ pair,
JJ})EAR 1\4{1{1 é\gz}cmmmng ThiTs is in response to your memorandum of
January 4, 1975, concerning Treasury Depart : i : -
tigation on Petrg)leum Impgrts. ¥ Department Section 232 Tnves
The Project Independence Report projected continued U.S. reli-
ance on imported oil through 1980, given projected U.S. domestic
suppl'y/dem‘and responses to world oil prices of $4-$11 per barrel.
It is our judgment that, whatever its source, imported oil is inher-
ently less secure than domestic oil. Oil import shortfalls jeopardize the
national security of the U.S. and other oil dependent nations because
th&y lm&os;e_severe _econon;llc costs. For that reason, the costs of off-
setting that insecurity ought to be reflected explicitly i i
pr%:ﬁ 0£ imported oil. ' plicitly in the domestic
e future supply security of U.S, imports was a major foc i
) I \ « -3, S wa jor focal point
11} tile Project Independence Report. The Intrernationlal Assessl;nent
of that report assessed U.S. vulnerability to foreign political and eco-
nomic coercion vesulting from disruptions in the supply of imported
crude. Tt should be noted, moreover, that a significant disruption in
imports of certain finished products, such as residual fuel oil, could
have major economie security implications for the eountry. For exam-
ple, approximately 80 percent of residual fuel oil consumed in the
U.S. is imported and most of it is consumed on the East Coast for the
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production of electricity and for industrial use. At the present time,
very few of these users have the capability of converting to other fuels
in the event of a temporary supply disruption lasting several months
or longer.

The report evaluates a number of alternatives for offsetting the
costs of oil import interruptions. The criteria for evaluating these
options included their relative contribution to U.S. energy import
supply security, their costs, and their impact on world oil prices. The
most prominent options are: 1) Regulation of energy consumption
during an oil import shortfall; 2) Alternative domestic emergency
energy supplies; 3) International oil sharing. Each of these is dis-
cussed in greater detail below.

1. REGULATION OF ENERGY CONSUMPTION

As was demonstrated during the 1973-74 embargo, government
regulation of domestic fuel supplies can diminish the economic im-
pact of an oil import embargo. FEA has estimated that an oil
shortfall of approximately 1 million barrels/day can be managed by
fuel allocation programs, without imposing prohibitive costs on the
economy. In the short-term, 1975-76, this option is likely to remain eif-
fective. In the longer term. more efficient energy utilization will di-
minish the extent to which oil import shortfalls can be managed
exclusively by relying on minimal cost fuel allocation programs.

2, ALTERNATIVE EMERGENCY ENERGY SUPPLIES

In the short-term, 1975-76, emergency energy supply availability
is limited to current inventories, domestic and international stocks,
and any available production capacity of exporting states not par-
ticipating in the embargo.

In the longer term, strategic petroleum reserves could be developed.
For example, our assessment of current oil import security indicates
the desirability of 1 billion barrels of crude oil, stored in U.S, salt-
dome caverns as they become available. The amount could be adjusted
as the threat assessment changes. Such a stockpile could offset a 3MM
barrel/day import cut for nearly one year. Given domestic conserva-
tion programs and alternate supply sources, however, the stockpile
would most likely last longer than one year. .

It will take several years to build strategic reserves to the de-
sired level. In the meantime, the 17.S. must consider ways to dampen
the rate of increase in oil imports. We feel that, even at current world
oil prices, the cost of using imported oil, ie., the expected economic
Joss caused by an import shortfall, and/or the costs of emergency
supply programs to diminish that loss, 18 currently not 1‘nterna1,1zed
bv the U.S. economy. To this end, FEA feels a “security fee” on
imported oil would be effective. This fee ($1 to $3 per barrel) could be
used in part to finance the strategic reserve programs, and to encourage
development of domestic energy resources.
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3., INTERNATIONAL ENERGY AGREEMENTS

Given the inability to create effective emergency supplies in the
short run, it is important that the U.S. actively support and partici-
pate in international security agreements such as the International
Energy Program (IEP), or a producer-consumer conference, with the
objective of establishing future world oil prices acceptable to the U.S.,
the other importers, and the OPEC countries; and to decrease the
likelihood of politically or economically motivated supply disruptions.

The IEP particularﬁ; 18 an important component o¥ the 1.5, energy
supply security program. It would coordinate the responses of most
major oil importing nations to internatienal supply disruptions, pro-
vide guidelines for conservation and stockpile release programs, and
avoid competition for available supplies, and thus limit the oil price
increases likely to result from an oil shortage.

The TEP deters the imposition of oil export embargoes because it
diminishes the ability of oil exporters to target oil shortfalls on par-
ticular oil importers, or greatly increases the cost of doing so. For
example, under an YEP, a U.S. import shortfall of 3 MM B/D would
require a much larger export cutoff, and increase the political and eco-
nomic costs exporters would incur in imposing an embargo.

These measures do not exhaust the options available to the T.S.
Government. They seem to us, however, to be among the most effec-
tive programs which the U.S. can implement at this time, given the
character of the international energy market. As such, these options
offer attractive prospects for minimizing the threat to our national
security resulting from our need to continue to rely on imported oil.

We have enclosed a copy of the International Assessment chapter
from the Project Independence Report together with a copy of the
PIMS “U1.8.~OPEC Petroleum Report,” which provides OPEC ex-
port volume and pricing data for 1973 by individual member coun-
tries. The 1974 report has not yet been compiled.

We trust that this information will be helpful in the conduct of
your investigation.

Sincerely,
Frank G. Zars, Administrator.

ANNEX C.—CRUDE PETROLEUM AND PETROLEUM PRODUCTS!
1974 Data in 1,000 bbl/day]

Domestic Crude Product Totat Domestic
Manth production imports imports imports demand
Jamuaryo .. 8, 907 2,382 2,973 5,458 17,270
February - 9,156 2,248 2,973 5,271 17,371
Masch.__ 8,950 2,462 2,753 5,215 16, 045
Aprit 8,952 3,267 2,703 5,970 15,919
May____ 90 3,748 2,454 6,202 15,624
June.__. 8,777 3,957 2,218 6,175 , 4
July 8,893 4,167 2,143 6,310 16, 156
Auvgust_____ 8,918 3,905 2,286 6, 190 16, 332
8-MO AVETage 2 oonr e 8,932 3,287 2,563 5,830 16, 397
LATEST DATA S
4 weeks {ending Dec. 134 ... .. 8, 661 4,047 3,360 7,407 13,742

t FEA, Monthly Energy Review—October 1974,
2 | mports as p t of d d 6 p t.
3 FEA, Petroleum Situation Report—Dec. 13, 1974,
4 Imports as percent of demand, 39.5 percent.
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[ANNEX D]
U.8. Imports of crude oil and petroleum products by source, January through
October 1974
[In thousands of barrels per day]

Country: Total
Algeria 220
Egypt - 14
Kuwait 2
Qatar . - d 16
Saudi Araﬁht,. o o ke s g e W e f o e b e b gy e —':4- 382
United Arah BIM{TBER- 1 rorrrg—trios ot Feme e ems e eror e
Major Arab OPEC ébunities. URRLIE O3 eliod il witl jis 10 1018
Ecuaﬁor e 11
Indonesia 296
Iran - = s 542
Nigeria 670
Venezuela . 3 1,131
Gabon -

Major OPEC cotmtres___ ' _____1___ ; s il o g
Canada i PN SIS + ysidc 1,015
Netherlands Antilles_. : s | 1494
Angola 50
Italy 100
Netherlands 52
Mexico ,, oL s rEg s 10
Bahamas £ - . Al 213
Trinidad - ’ S o e - 272
Others . - 4 = - AR - 178

Grand total.________ 5, 843

ANNEX E

Source : Federal Energy Administration, from Census Bureau FT-135 Report.

THE CRUX OF U.S. PROBLEM

RECOVERABLE U.S. RESERVES

PRESENT U.S. CONSUMPTION

COAL

94.5% >
BTU's - 9380x 10 '°

PETROLEUM

NUCLEAR 1% HYDROPOWER

PETROLEUM NATURAL GAS
2% % 2.7% -
BTU’s~ 27010 BTUs-275x10

Souxce; FEA = Project Independence P-13
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[Annex F]

U.8. crude oil daily averages in thousands of barrels per day production
Date: Quantity Date: Quantity

1964 7,614 1969 9, 238

19656 7, 804 1970 9, 637

1966 --—- 8,295 1971 9, 462

1967 ____ + 8, 810 1972 9,441

1968 9, 095 1978 i 9, 187

Nore.—4 weeks ending Dec. 13, *#8,661.

Somenl:, ORLAE LTh0L
*AP1 Annual Statistical Review (BuMines) September 1974
*SFEA Petroleumusltuation Repo(rt, Dec, 1%, 1974, PR o A




APPENDIX B TO MINORITY VIEWS ON H.R. 1767 AS
REPORTED

OFFICE OF THE ATTORNEY (GENERAL,
W ashington, D.C., J anuary 14,1975.
Hon., Woriam E. Sivon,
Secretary of the Treasury,
Washington, D.C.

Dear Mr. SecreTary : This is in response to your letter of January 7,
1975 requesting my views as to compliance with § 232 of the Trade
Expansion Act of 1962, as amended, 19 U.8.C. §1862, and with ap-
plicable Treasury regulations, of the proposed procedures for adop-
tion and the proposed contents of an amendment to Proclamation
3279, Adjusting Imports of Petroleum and Petroleum Products into
the United States, 3 CFR Proe. 3279, as amended.

Proclamation 8279 was originally promulgated on March 10, 1959
(24 Fed. Reg. 1781), after a finding by the Director of the Office of
Civil and Defense Mobilization pursuant to 19 U.S.C. § 1852a (Pub. L.
No. 85-686, § 8(a), Aug. 20, 1958, 72 Stat. 678) “that crude oil and
the principal crude oil derivatives and products are being imported in
such quantities and under such circumstances as to threaten to impair
the national security,” which finding was concurred in by the Presi-
dent. As you are aware, that finding was based upon the facts that
existed at that time, an overproduction of petroleum in the world mar-
ket with a consequent extremely low price for foreign petroleum which
discouraged domestic exploration and production. No one doubts that
the findings was accurate, and a proper basis for the Proclamation, in
1959, but the question arises whether it is a lawful basis for the pres-
ently contemplated modification of the restrictions, especially in light
of the drastic change from the factual situation which provided the
basis of the 1959 finding. Today the world is faced with high prices
and threatened cutbacks in production, and the United States has
recently suffered an oil embargo by many producing states.

Section 232(b) of the Trade Expansion Act, as amended, 19 U.S.C.
§ 1862 (b), after setting forth the requirement for an investigation and
finding of a threat to the national security, provides that the Presi-
dent %. . . shall take such action, and for such time, as he deems neces-
sary to adjust the imports of such article and its derivatives so that
such imports will not so threaten to impair the national security.”
(Emphasis supplied.) _

The normal meaning of the phrase “such action,” in a context such as
this, is not a single act but rather a continuing course of action, with

1In Tezas Am. Asphalt Corp. v, Walker, 177 F. Supp. 315 (8.1, Tex. 1959}, the Presi-
dent’s judgment that the facts called for exercise of his authority was held not subject to
judicial review.
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respect to which the initial investigation and finding would satisfy
the statutory requirement. This interpretation is amply supported by
the legislative history of the provision, which clearly contemplates a
continuing process of monitoring and modifying the import restric-
tions, as their limitations become apparent and their effects change.
See e.g., the comments on the floor of the House by Congressman
Cooper, floor manager of the bill which adopted the provision: 2

“The President would not only retain flexibility as to the particular
measure which he deems appropriate to take, but, having taken an
action, he would retain flexibility, with respect to the continuation,
modification, or suspension of any decision that had been made.”

The Conference Report on the bill stated with reference to § 232(b)

that “itis . . . the understanding of all the conferees that the author-
ity granted to the President under this provision is a continuing au-
thority. . . .” H. Rep. No. 745, 84th Cong., 1st Sess. 7 (1955). The
1958 amendments to § 232(b) were aimed at eliminating the same sort
of wastefulness and duplication of effort which a requirement of re-
investigation for every modification of restrictions would produce.
See S. Rep. No. 1838, note 2 supra.
_ The interpretation here proposed, whereby import restrictions once
imposed can be modified without an additional investigation and find-
ing, has been sanctioned by the Congress’ failure to object to the Presi-
dent’s proceeding on that basis repeatedly during the past fifteen
years. Proclamation 3279 has been amended at least twenty-six times
since its issuance in 1959, see U.S.C. § 1862 note. Some of those amend-
ments have been minor administrative changes; others have involved
major alteration of the means by which petroleum imports were re-
stricted ; none have been preceded by a formal § 232(b) investigation
and finding. The force of congressional acquiescence in this practice is
particularly strong since Congress has, during that period, twice
amended the very provision in question—the last time only a month
ago. Of. Saxbee v. Bustos, U.S. , , 48 USLW 4017, 4021
(Nov. 25,1974).

The foregoing does not imply that the statute contemplates modifi-
cation of restrictions without any Presidential determination that
the modification is necessary to protect against imports that threaten
national security. To the contrary, not only for modification but even
for continuation of restrictions the statutory scheme presumes that
the President will monitor, through the appropriate agency (now the
Department of the Treasury), the factual situation and the effective-
ness of his measures in meeting it. The point, however, is that this

219 U.8.C. § 1862(b) has its origin in Section 7 of the Trade Agreements Extension Act
of 1955, 69 Stat. 166. It was originally codified to 19 U.8.(C. § 1352a, In the Trade Agree-
ments Extension Act of 1958, Pub, L. No. 85-886, § 8(a) Aug. 20, 1958, 72 Stat. 678, the
wording of the subsection was slightly changed so as to increase the President’s flexibility
and power, &ce 8. Rep. No. 1838, 85th Cong., 2d sess,, 1958 U.8. Code Congressional and
Administrative News 3614, and a new subsection was added which 1s now 19 US.C.
§ 1862(c). In 1962 the entire section was reenacted as § 232 of the Trade Expansion Act
of 1962, Pub. 1. No. 87-794, Oet. 11, 1862, 76 Siat. 877, and codified to 19 U.S.C, § 1862,
without change in meaning or intent, see 8. Rep. No. 2059, 87th Cong., 24 sess., 1962 U.S,
Code Congresgional and Administrative News 3118. Most recently the Trade Act of 1974,
Pub. (ih No. 93-618, §127(4)}, made further slight amendments in the investigative
procedure.

3101 Cong. Rec. 8180-61 (1955). Because these remarks were made in amplifying the
Conference Report by the House floor manager, they are entitled to be given the same
weight as a supplemental committee report. See Duplex Printing Press Co. v. Deering, 254

U.8. 443, 474-75 (1921),
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monitoring, both for continuation and for modification, does not have
to comply with the formal investigation and finding requirements
applicable to the original imposition of the restriction. And there is
nothing to indicate that this rational scheme somehow changes when
the factual basis on which a threat to the national security is found
changes from that which governed the original determination. Such
a distinction not only has no foundation in the statute or its legisla-
tive history; it is also unworkable, since facts constantly change and
there is no apparent criterion for determining when the change is
significant enough to give rise to a reinvestigation and renewed finding
requirement.

My conclusion that there is no legal requirement for a new § 232(b)
investigation and finding in order to issue the proposed Proclamation
does not preclude your making a specific investigation and finding if
you wish to do so in connection with the constant monitoring which
the statute envisions. Such discretionary action would not be subject
to the requirements of § 232(b) nor to the Treasury regulations (31
CFR Part 9) relating to that section. Moreover, even if it were, there
is no doubt that you would not be required to give notice, allow for
public comment, or hold public hearings on the matter. Section 282 (b)
states that “the Secretary shall, ¢f ¢ is appropriate and after reason-
able notice, hold public hearings . . .” (Emphasis added.) There is
no evidence in the report of the committee which drafted this lan-
guage, S. Rep. No. 93-1298, 93d Cong., 2d Sess. 96 (1974), that it is
meant to establish a standard any more specific or restrictive than its
language implies. Your own regulations require public notice upon
undertaking an investigation and allow for public comment, 31 CFR
§9.7(b) ; and they provide for public hearings when the Assistant
Secretary deems 1t appropriate, 31 CFR §9.7(f). But these pro-
visions can be varied or dispensed with in emergency situations or
when, in your judgment, national security interests require, 31 CFR
§ 9.8. Your letter states that you have determined in the present case
that national security interests require a most speedy investigation
which would not allow for notice and hearings or comments. This
reason fully suffices for dispensation from any such requirements of
the statute and the regulations.

There remains for consideration the question whether §232(b)
authorizes the types of measures adopted by the proposed Proclama-
tion to restrict imports of petroleum and petroleum derived products.
It is clear that § 232 grants the President the broadest flexibility in
determining what measures to use to restrict imports, as well as in
modifying the restrictions in light either of changed circumstances
or of evidence that existing restrictions were insufficient. The language
of the section, “take such action . . . as he deems necessary,” reflects
this, and the legislative history reinforces it.

The report of the Committee which drafted this provision stated
that the President was to have the authority to take “whatever action
is necessary to adjust imports.” (Emphasis supplied.) S. Rep. No. 232,
84th Cong., 1st Sess, 4 (1955). On the floor of the Senate, Senator
Milliken, who with Senator Byrd actually drafted the provision as an
amendment to the House bill, stated that: “It grants to the President
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authority to take whatever action he deems necessary to adjust im-
ports . . .. He may use tariffs, quotas, import taxes, or other methods
of import restrictions.” (101 Cong. Rec. 5299 (1955).).

Senator Barkley, also a member of the Senate Finance Committee
‘\:vh:eh. added this section to the bill, stated that the President can

- . . Impose such quotas or take other steps as he may believe to be
desirable in order to maintain the national security.” (101 Cong.
Rec. 5298 (1955)).

Senator Bennett, again a member of the Senate Finance Committee,
commented on the powers the President could give to the Office of
Defense Mobilization, saying that—¢. . . they will have at their com-
mand the entire scope of tariffs, quotas, restrictions, stockpiling, and
any other variation of these programs.” (101 Cong. Rec. 5588 (1955)).

The Conference Report made clear that the President’s flexibility in
choosing the means extended not merely to his initial action but also
to any modifications that he might make in light of changed cir-
cumstances. H. Rep. No. 745, supra; see the floor remarks of Congress-
man Cooper, quoted at page 3, supra. The 1958 amendments intended
no change in this flexibility and discretion. The Senate Report stated :
“As was the purpose when the national security section was added
in the 1955 extension of the act, the amendments are designed to give
the President unquestioned authority to limit imports which threaten
to impair defense-essential industries.” (S. Rept. No, 1838, supra).

A broad interpretation of the President’s powers under § 232 (b)
has been concurred in by the courts. As stated in Pancoastal Petro-
lewmn, Ltd. v. Udall, 348 F.2d 805, 807 (D.C. Cir. 1965), “The law
confers discretion on the President in broadest terms.”

Against this background, there is no doubt that the devices em-
ployed in the draft Proclamation are within the authority of § 232(b).
These include a return to the tariffs eliminated by Proclamation 4210

of April 18, 1973, and an increase in the license fees established by the
same Proclamation. Both tariffs and license fees are traditional means

of restricting imports and certainly envisioned by the statutory
provision. )

Sincerely,
: Wittiam B. Saxsr,
Attorney General.




X. ADDITIONAL MINORITY VIEWS OF HON. JERRY L.
PETTIS

A comprehensive energy and economic program was proposed in
the State of the Union Message two weeks ago. It is a necessarily com-
plex answer to a complicated problem. It is preferable to many other
proposed partial or simplistic alternatives and far superior to the most
destructive option of all: doing nothing.

The first step to implement this program was taken when the Presi-
dent acted to impose an import tax on crude oil, beginning Feb-
ruary 1. This tax will be linked to an equalization plan to spread the
financial burden throughout all regions of the country.

In H.R. 1767, a step backward is being taken. This bill would do two
things. First it slows down the President’s energy program by pro-
hibiting him from imposing the import tax for 90 days. Then, in an
effort to prevent a veto, it includes in the same bill an increase in the
temporary debt ceiling required so the government can pay its bills
after mid-February.

It has been 15 months since the Arab oil embargo. Action is needed
now, not further delay. “Ttmne’ can no longer serve as an excuse for
postponing the beginning of a concerted national energy program.

Given their past repeated failures, it is unlikely that the Demo-
cratic leadership in any amount of time will develop comprehensive
solutions to the energy problem.

Last December, the Demoerats tried in Kansas City to address them-
selves to energy and economic problems, and again in mid-January,
the House Democratic Caucus attempted to articulate a comprehensive
answer.

They have not succeeded because in the current situation there are
no easy, pleasant solutions. After 15 months, 90 more days will not
change this basic truth. Sacrifice and readjustment are unpleasant
but necessary realities. Rationing, a frequently-mentioned alternative,
makes a good talking point, but if enacted would prove far less equit-
abli or effective in meeting national goals than the President’s energy

ackage.

P Aﬂ:%i over a year of energy “crisis” we can afford no more delay.
The President has indicated a willingness to compromise all but
the need for balance in the final formula, Nevertheless, if the Demo-
cratic Congressional leadership insists on continuing their tactic of
“confrontation politics” over this measure, then Republicans in the
House should be prepared to vote to sustain a veto of this bill. Far
preferable would be constructive Congressional action to consider,
modify if required, and enact a comprehensive energy program.

Jerey L. PrrTis.
(69)




XI. SEPARATE MINORITY VIEWS OF
HON. JOHN J. DUNCAN

I am in agreement with the minority views relating to the merging
of the debt limit bill with the bill to delay petroleum import fees.
As stated, the combining of these two unrelated measures in a single
legislative package is unprecedented and irresponsible and leads in-
escapably to the conclusion that the Democragjc Majority on the Ways
and Means Committee is playing politics “with the economic and
energy problems of our country. a

It has never been a pleasant matter for me to vote to raise the Fed-
eral debt limit. However, if the authority to increase the present
statutory limit is not granted by February 18, the government will
be unable to pay its obligations after this date.

For these reasons, T am opposed to H.R. 1767, in its present form.

Jorx J. DuNcaN.
(71)



XII. SEPARATE MINORITY VIEWS OF
HON. DONALD D. CLANCY

My remarks will be directed to the amendment adopted by the Com-
mittee which would increase the National Debt. The serious and dan-
gerous position that this nation finds itself in today is the result of
the unbridled spending of this government, in both the Executive and
Legislative Branches, past and present. There is a simple answer to
the reason of this legislation being considered today and that is that
we have not exercised suflicient fiscal restraint which would have
eliminated the necessity to increase our National Debt. Our National
Debt is so astronomical that it is estimated that we will spend ap-
proximately $33 billion for interest alone on the debt in this fiscal year.
It is the third largest item in the Federal Budget.

It is clear to every American that Congress has failed to control
Federal spending in a manner that would result in a balanced budget,
which most of us advocate and have urged for many years. We have
failed to institute proper budgetary controls that are so necessary
to restore a health economic climate. A balanced budget can only be
restored by deeds and not words that T have heard too often in the
debate on this issue that we are considering today. 1 have heard the
same arguments in past years.

Each Administration knows fully well that even if an unbalanced
budget is proposed, it is very easy to have Congress approve the
spending proposals and later approve debt increases to provide for the
deficit. T have listened too long to the faulty argument that “we must
honor our obligations”. We have a paramount obligation to restore
fiscal responsibility that this argument glibly sidesteps. We can honor
this paramount obligation by curtailing unnecessary expenditures
Irather than ritualistically providing anot%er huge increase in the debt

imit.

By adopting this legislation, this government will go to the money
market and borrow once again enormous sums from the private sector
which, of necessity, has an adverse effect upon the entire economy of
our country. We will further place pressure on interest rates which
contributes greatly to inflation, which we are experiencing in great
measure today. A major problem in Congress today is that there are
to few willing to cast a vote against spending measures that send the
debt higher and higher each year.

We can put our financial house in order by exercising restraints in
spending and notifying this Administration and those of the future
that Congress will not, by a wave of a wand, permit them to borrow
so easily to provide for the deficit that they advocate in their budgets.

Budget control and effective restraint have been neglected too long
and the ultimate result has been more taxes and more inflation for our
people. These are why I oppose this measure at this time.

Dovnawn D. Crancy.
(73)



XIII. SUPPLEMENTAL MINORITY VIEWS OF HON. BILL
FRENZEL, HON. WILLIAM A. STEIGER, HON. JAMES G.
MARTIN, AND HON. L. A. BAFALIS

The bill (H.R. 1767) to suspend the President’s authority for three
and one-half months to control oil imports through imposition of
fees is a matter of grave concern. Its alleged purposes are suitably
lofty, and it offers a haven for those who are genuinely concerned by
(1) the possibility of regional inequity, (2) the possibility of abrupt
energy price increases to consumers, and/or (3) the apparent change
of legislative/executive dialogue from negotiation to confrontation.

All of these questions concern us. We are worried that the regions of
this country that are heavily dependent on imported oil, including our
states of Minnesota, Wisconsin and Florida will be obliged to sacri-
fice more than other aveas, which are less dependent.

We also regret that the hearing processes of the Trade expansion
Act were not used. Our overall national dependence on offshore oil
makes our situation grim—perhaps an emergency. We believe the
Administration can be faulted for at least not sooner revealing the
details of the equalization system, if not for skipping the hearing
process altogether. ‘

The question of whether the Executive has acted overaggressively
or arrogantly is, in the long run, perhaps even more serious. The 94th
Congress really has not had time to review the conditions, evaluate the
alternative policies and participate fully in the final policy choice.

These valid concerns make it easy to ignore or to dismiss a series
of valid counter concerns. First is the need. an urgent need if we fol-
low Administration logic, to establish a national policy to reduce our
overall dependence on foreign oil. Second, but perhaps more impor-
tant, is Congress’ track record of utter failure in energy policy. That
record is buttressed by the disinterest or inability of the majority
party, even to begin serious efforts to establish energy policy.

Congress rejected, even in the middle of the embargo crisis, a standby
rationing plan. Last Fall, the Congressional majority ridiculed an
increase in the gas tax. Congress, or at least its majority leadership, is
unwilling to make the hard choices needed for energy conservation.
It is happier criticizing the President than in dealing with painful
reality. The Presidential prod may be a little heavy-handed, but, on
the record, it seems necessary. ,

The Secretary of the Treasury and the President have stated that
the Administration is not committed to complete the second and third
fee increases, scheduled to occur March 1 and April 1, respectively,
provided Congress makes progress on a reasonable conservation plan.
On the contrary, the Administration is committed to work with Con-
gress in its plan. a modification or even a different alternative. The
President’s oft-repeated willingness to work with us takes much of the
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sting out of the apparent confrontation. That willingness gave us a
Transit compromise last November.

The phasing of the import fees lends support to the Administra-
tion’s contention that it wishes to prod the Congress to action gently.
Prompt Congressional action on an energy policy could prod the im-
port fee, and thus the price effect on consumers, to a modest level.
The Presidential proclamation specifically exempts refined products
in its first stage, so the immediate fears of regional inequity will be
minimized. The gradually-increasing tax schedule will bring gradu-
ally-increasing pressure on Congress to establish its own program or
to accept some variation of the President’s program.

Stated in simple terms, there is nothing in the Administration pro-
gram to prevent the Congress from acting. On the contrary, the Presi-
dent has pleaded with Congress to take action, and his proposal is
calculated to provide the greatest-possible incentive for Congressional
action.

Returning specifically to the oil cost-equalization plan, the Admini-
stration, through a variety of official witnesses, has assured us of its
equity. That equalization program is absolutely essential to any
energy policy based on price allocation—even the existing policy al-
ready forced upon us by the OPEC price policy. One program was
announced and withdrawn by FEA, The second is announced and its
equity vouched for. But its details, if fully announced, are only dimly
perceived by ourselves.

Our support of, or acquiescence to, any policy, is conditioned ab-
solutely on energy-price equity. What is required, we believe, is not
exactly equal energy prices everywhere, but equality (in extra dollars
of cost, not percentages) in additional energy costs under a new pro-
gram of mandatory energy conservation. We believe the Administra-
tion is fully committed to such a program by its official statements to
this committee, and our vote against H.R. 1767 is solidly based on this
commitment. =

Departing from the merits, or the intentions, of H.R. 1767, its spon-
sors admit that it leaves the President powerless to protect the people
of our country at a time of national emergency other than outright
war. An embargo would be such a national emergency.

Congress has proved it can’t act quickly. This bill prevents the
President from allocating by price. A number of self-appointed energy
gurus in the Congress have stated that the President has no rationing
powers. During an embargo. the distribution of crude and refined oil
products would be governed by the law of the jungle, or the law of
the black market. Those with the time to wait, or the resources to in-
fluence, would be the recipients of oil products. Others, particularly
working people and the poor, would be losers. ,

An even further departure from the merits of HLR. 1767 is its mar-
riage to the Debt Ceiling Bill. The Debt Bill has been attached as a
crutch to prop up H.R. 1767, The marriage of two separate bills is
invariably bad policy, no matter how convenient it seems at the time.
Fach time we abandon our own standards, we move closer to the Sen-
ate system of anarchy which we all pretend to deplore.

A vote against this unfortunate marriage is justified on procedural
grounds alone. Other procedural irregularities mar the bill. We had
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to vote to suspend our own rules to consider it. We had to marry two

bills with no relationship. And we had to consummate the unholy mar-

riage by the use of proxies. Altogether, the performance was unworthy
of a Congress which gives lip service to reform.

The Debt Limit Bill is frighteningly high, but Congress has spent
every penny and the bills are now due. The Committee record has

en sperad with exclamations of shock and outrage, but many of
them originate from those who have voted for every spending pro-
gram and have criticized the Executive every time he has tried to
hold back spending.

The debt and the deficit are a national disgrace, and all of us can
share some of the blame. But, it is well to remember that Congress is
the champion spender of all time and that no President ever spent
any money which was not first appropriated by Congress.

_ Reviewing all the considerations and acknowledging many reserva-
tions and misgivings, we feel comg)elled to vote against H.R. 1767,
which would suspend the President’s power to levy an oil import fee.
Some of our sympathies are with it, particularly as noted herein; but,
on balance, it is unwise. The President’s tax proposal may be a crude
stimulus, but it seems to be the only prospect of stirring the Congress
into action.

Birr FrenzeL.
WiLLiam A. STEIGER.
James G. Marriw.

L. A. Barauis.



X1V. ADDITIONAL MINORITY VIEWS OF HON. BILL
FRENZEL AND HON. WILLIAM A. STEIGER

Subsequent to the completion of our earlier remarks, the Commit-
tee voted 17 to 16 to seek a closed rule on HLR. 1767 with a waiver of
all points of order.

We do not believe that closed rules should be completely eliminated,
but we strongly believe they should be used sparingly. For this bill,
we believe the closed rule is totally unwarranted. The House should
have the ability to consider amendments without restriction.

It is just such wanton use of the closed rule as this which has led
reformers to try to eliminate it. If we continue to lean on the closed
rule as a crutch to our distrust of representative government, we de-
serve having our crutch taken away for good.

The same is true of the waiver of points of order. There is a point
of order that should be waived. There is no need to waive all points
of order. The waiver is a dictatorial process that breeds sloppy Com-
mittee work.

We believe the rule requested gives further procedural reasons to
oppose this bill.

Brun Frenzer.
Wirniay A. STEIGER.
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IN THE HOUSE OF REPRESENTATIVES

submitted the following resolution; which was

RESOLUTION

Resolved, That upon the adoption of this resolution it shall be in
order to move that the House resolve itself into the Committee of
the Whole House on the State of the Union for the consideration of
the bill (H, R, 2634) to increase the temporary debt hmltatmn and
to extend such temporary limitation until June 30, 1975, and all
points of order against said bill are hereby waived. After general
debate, which shall be confined to the bill and shall continue not
to exceed our(s), to,be equa.lly divided and controlled by the
chairmafi ot the Commltte(é on Ways and Means, the bill shall be
read for amendment under the five-minute rule. At the conclusion
of the consideration of the bill for amendment, the Committee
shall rise and report the bill bssk to the House with such amend-
ments as may have been adopted, and the previous question shall -
be considered as prdered on the bill and amendments thereto to
final passage without intervening motion except one motion to .
recommit.




November 8, 1975

MEMORANDUM TOy MAX FRIEDERSDORF

THROUGH s VERN LOEN
FROM: 1 TOM LOEFFLER
SUBJECT: Status Report on Ways and Means Astivity

On Fri November 7, the Commities veled to vepost out
H. R(10586, a bill which would extend the debt ceiling from
$177 billion to $195 billlon through March 15, 1976, (Total
debt ceiling would thus be $595 billien. )

*52 The Ways and Means Committes instructed the Chairman
to (1) reguest an open rule for a one-hour debate to be
egqually divided between both sides and (2) to inform the
Rules Commiites to make in order one amendment to be

offered on the Floer previdiag for a spending seiling
limitation for fiscal year 1977,

*5% The Minority expects to take three days hn‘pﬂu
minerity views -- thereforve, the report is likely not
to be filed prioy to Wednesday, November 12,

ss4Rules Committes consideration will occur as soon as
the Ways and Means veport is available -- thervefors,
we should expect Rules Committee as well as House

Floor action on the debt clllling bill to occur on Thursday
or 'w’o



s«
TAX REFORM LEGISLATION

On Friday, November 7, the Ways and Means Commiites voted
to report out the Tax Reform Laglsistion.

*4#The Chairman has been instructed by the Committes to
ssek & modified open yuls.

sstsAttempis by the Minerity to have in ovder the spesding
celling question wore defeated in Committes.

»ssRasisally the tax reform legisiatisn incorporates Chairman
Ullman's §17 biliton tax reduction extension in lleu of the
President's proposed $28 billion peymanent tax veduction
plan.

"3t is not cloar if sffoxts will be made to consider the tax
reform messure prior to the Thankegiving recess.

NEW YBS)K CITY
The Ways and Means Committes 1» seheduled to sppropriats
provisions of the Banking Cemmitiee's logisiation )

New York City's problems at 2 p.m, on Tuesday, November iith,
It is difficuit te presesitly ascertain how much time the Ways and
Meanp Commiites will take in consideriag this matter,

cc: Vern Loen
C. Leppert
Bill Kendall
Pat O'Donnell
Wm. Seidman \
Jim Lynn \
Bill Gorog
Paul O'Neill
Alan Kranowitz
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THE SECRETARY OF THE TREASURY
WASHINGTON 20220

JUN - 71976

Dear John:

, As you know, the Ways & Means Committee has favorably
Vreported’HR 14114, the bill to extend the temporary increase
in the debt limit ceiling to September 30, 1977, and to
increase the amount of the limit, in three stages, from
-$627 billion to $700 billion. The bill also increases by

- §5 billion Treasury's authority to issue long-term bonds at
rates above the 4 1/4% interest limitation established by
the Second Liberty Bond Act.

Prompt enactment of this legislation is of utmost
importance to the Treasury and the Administration. In terms
of timing, legislation extending the temporary debt ceiling
should be in place on June 30, the date the current ceiling
explres. Moreover, extension of the celllng through
fiscal 1977, as opposed to a shorter extension, provides us
- with a far better framework within which to plan our
financing activities over the entire period. Finally, the
expansion of our authority to issue long-term debt will
assist us in our efforts to achieve a balanced debt ’
structure, thus resulting in potentially large interest
cost savings and more healthy and efficient capital markets.

No one deplores more than I do the pattern of
consistent deficit spending which has necessitated
COntlnulng growth in our national debt. But% especially
in recent years, it has become clear that the debt cellxng
is not an effective device for controlllng the level of
governmental expenditures. 'There is no indication that
“debt ceiling considerations have ever deterred Congress
from adopting spending programs.

Like you and all of your colleagues who have fought so
long and hard for fiscal restraint, I am deeply troubled by
the growth in Federal expenditures proposed in the recent
budget actions by the Congress. But as we continue to fight
these excessive budget 1ncreases, I hope a clear distinction
can be made between excessive spending on the one hand, and
insuring appropriate legislative authority to finance what-—
ever obligations are incurred on the other. HR 14114 is
legislation which clearly falls within the latter category




v and its adoption is most important if we are to preserva
- confidence in the integrity of Treasury financing.

- With best regards,

Sincerely yours,

The Honorable

John J. Rhodes

Minority Leader

- House of Representatives
“Washington, D.C. 20515



Republicans who voted against an increase in the

Temporary Limit on Public Debt (H.R.11893), February

26, 1976:

+Abdnor
+Andrews”
-Archer
-Armstong
~Ashbrook
-Bafalis
~Bauman
-Beard
+Broomfield
+Brown
+Broyhill
+Buchanan
-Burgener
+Burke
+Butler
-Clancy

+Clausen, Don H.

+Cleveland
+Cochran
-Collins
-Conlan
-Crane
~-Daniel, R.W.
~Devine
-Dickinson
-Duncan
+Emery
+Eshleman
+Fish
+Frenzel
+Frey
+Gilman
-Goldwater
+Goodling
+Gradison
-Grassley
+Guyer
-Hagedorn
+Hammerschmidt
~-Hansen
-Harsha
+Heckler
+Hillis
-Holt
+Hutchinson

(Clawson, Del-not voting, but paired as "against')
+Members to be contacted

+Hyde
+Johnson
+Kasten
+Kelly
+Kemp
-Ketchum
+Kindness
-Lagomarsino
-Latta
~-Lott
+Lujan
+McCollister
-Martin
+Miller
-Moore
-Moorhead
+Myers
+Myvers
+Pressler
+Quie
-Quillen
+Regula
4+Rinaldo
-Robinson
-Rousselot
+Sarasin
+Schulzes
+Sebelius
+Shriver
+Shuster
+Skubitz
-Smith
-Snyder
-Spence.
+Steelman
-Steiger
~Symms
+Talcott
-Taylor
+Thone
-Treen
+Walsh
+Wampler
+Winn
+Wylie
+Young

-Members not likely to change their position



THE SECRETARY OF THE TREASURY
WASHINGTON 20220

JUN - 71976 /

Dear John:

, As you know, the Ways & Means Committee has favorably
‘reported HR 14114, the bill to extend the temporary increase
in the debt limit ceiling to September 30, 1977, and to
increase the amount of the limit, in three stages, from
$627 billion to $700 billion. The bill also increases by

$5 billion Treasury's authority to issue long-term bonds at
rates above the 4 1/4% interest limitation establlshed by
the Second Liberty Bond Act.

Prompt enactment of this leglslatlon is of utmost
importance to the Treasury and the Administration. In terms
of timing, legislation extending the temporary debt ceiling
should be in place on June 30, the date the current ceiling
expires. Moreover, extension of the ceiling through
fiscal 1977, as opposed to a shorter extension, provides us
with a far better framework within which to plan our
financing activities over the entire period. Finally, the
expansion of our authority to issue long-term debt will
assist us in our efforts to achieve a balanced debt "
structure, thus resulting in potentially -large interest
cost savings and more healthy and efficient capital markets.

No one deplores more than I do the pattern of
consistent deficit spending which has necessi%tated
contlnulng -growth in our national debt. But, especially
in recent years, it has become clear that the debt ceiling
is not an effective device for controlling the level of
governmental expenditures. 'There is no indication that
debt ceiling considerations have ever deterred Congress
trom adoptlng spending programs.

Like you and all of your colleagues who have fought so
long and hard for fiscal restraint, I am deeply troubled by
the growth in Federal expenditures proposed in the recent ’
budget actions by the Congress. But as we continue to fight
these excessive budget increases, I hope a clear distinction
can be made between excessive spending on the one hand, and
insuring appropriate legislative authority to finance what-
ever obligations are incurred on the other. HR 14114 is
legislation which clearly falls within the latter category




and its adoption is most important if we are to preservé
. confidence in the integrity of Treasury financing.

With best regards,

Sincerely yours,

The Honorable

John J. Rhodes

Minority Leader - :
House of Representatives
“Washington, D.C. 20515
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