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THE WHITE HOUSE l
WASHINGTON e———

April 14, 1975
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MEMORANDUM FOR: MIKE DUVAL

FROM: JERRY IF

Would you please take a look at the attached material
and let me know if you think any further action is
required. It was handed to the President by Red Blaik,

Thank you.,

Jeuny -
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1. Windfall profit tax without 1007 plowback for independent

producer will force independents out of business. This is
absolute.

a. No need for windfall profit tax since profitability
of independents is in fact declining.

b. Independents are in critical need of vast amounts of
new capital in order to develop new reserves. Without
a reasonable return on invested capitol, there is no

possible way for the independent to secure the required
capitol.

2., 1If windfall profit tax is political requirement, then 100%
plowback must be available to the independent producer.
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I. Review.

Self-sufficiency. —— The U. 5. cannot approach short-term or long-term energy
self-sufficiency without a greatly expanded oil and gas exploration effort.

-~ Independent oil and gas producers have been and are the backbone of the U.S.
exploration industry -< they drilled 85.2% of the 19Th domestic exploratory
wells (onshore and offshore), and all data show they are primarily responsible
for finding the large, new domestic reserves of oil and gas.

IT. Current Legislation.

Tax Reduction Bill of 1975. -~ The just-enacted provision repealing percentage
depletion severely jeopardized the ability of independent producers to stay in
business. As a result of the adverse effects of this legislation,

— 1independent producers are reducing their 1975 exploratory budgets by 25%
to 45%;

-— the weekly active drilling rig count is down; and

~- many independent producers are seriously considering the sale of their re-
serves and withdrawal from further exploratory efforts. 1

I1I. Pending Legislation.

Windfall Profits Tax. -— Since the total cash flow of independent producers is
traditionally reinvested in further exploratory drllllng, any additional taxes pald
to. the Treasury by independent producers would result in a dlrect reductlon of .
domestic exploratory drilling. '

—— 1If a windfall profits tax is a political necessity to Congress, a 100% plow-
back credit for independent producers is essential to keep them in business.

Decontrol of 0il and Gas. -~ Price controls on oil and natural gas are plainly

counter-productive to our need for greater domestic supplies. Extension of FPC

Jurisdiction and price control to intrastate natural gas would serve only to re-
move from production reserves made available by the higher prices payable on the
intrastate market.

IV. Administration Policy.

Recognition of the Plight of Independent Producers. —— A clear Admlnlstratlon
policy recognizing the dominate role 1ndependent oil and gas producers play in- our”
domestic exploration effort and the danger of their cxtinction as a viable competitive
industry is essential in view of the pending legislation and the almost punltlve mood
. of Congress concerning the entire oil and gas industry.
_~= The U. S. has vast unproven domestic reserves of oil and gas which can be made )
available at current energy price levels if govermmental pollcles do - not.destroy_"
the independent producer, the mainstay of our exploratory industry.’ :
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EARL H. BLAIK
73-165 FIDDLENECK LANE
PALM DESERT, CALIF. 92260



RICHARD P. CULLEN
ATTORNEY AT LAW

480 DENVER CLUB BUILDING

DENVER, COLORADO 80202 303-825-9147



THE WHITE HousE
WASHINGTON

Date 4/8/75

TO: DON RUMSFELD
FROM: JERRY H

For your information,
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WASHINGTON
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MEMORAND_UM FOR: MIKE DUVAL

FROM: JERRY Iy

Would you please take a look at the attached material
and let me know if you think an

y further action is
required,

Thank you,
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