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$2 billion in general revenue sharing payments to State and local

governments to offset higher energy costs.
$3 billion to offset higher costs of energy purchased
directly by the Federal government,

incentive for energy conservation will work as follows:

"Higher energy taxes will, of course, increase energy

prices,

Higher energir prices will encourage all energy users to
look for ways that reduce their energy requirements,
whether for gasoline, heating oil, electricity, etc. Some
will find it advantageous to reduce energy consumption,
others will find it advantageous to pay the higher price.
Individuals and organizations can make their own decisions.
The option of paying the higher price will be preserved for
lower income people (who tend t;t> be hurt most by higher
energy prices) by the tax cuts which are designed to

offset fully the higher cost that would result on the average

for lower income people. In fact, the tax reductions

generally will more than offset higher energy costs and will

restore part of the erosion of purchasing power that has
occurred as a result of inflation.
Tax reductions will not fully offset higher energy costs

for higher income people. Thus, higher income people
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will have the greater incentive to conserve energy.

V. Additional details on the tax changes and Federal spending restraints

A,

The one-time anti-recession tax -

1.

The $12 billion cut for individuals would be accomplished

by a 12% rebate on 1974 taxes up to a $1, 000 maximum per
return, When Congress approves the cut, reb‘ates would
computed by the IRS and payed in two installments; the

first in May or June and the second in September 1975,
Individuals do not make any changes in the way they prepare
1974 tax returns.

The $4 billion cut for corporations would be through a
temporary increase in the investment téx credit from 7%

to 12% and, for utilities, from 4% to 12% for 1975 investments.

The $25 billion per annum permanent change in individual and

corporate taxes beginning this year would be accomplished as

follows once Congress approves:

1.

The $2 billion special distribution to non-taxpayers would be
in the form of $80 payments each year for each adult (over
18 years of age) starting in the summer of 1975.

The $16. 5 billion cut in income tax for individuals would
apply beginning with 1975 tax rates. Reductions in taxes
will occur for all Americans but with primary emphasis

on low and middle~-income taxpayers. Changes in
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withholding would go into effect on June 1, 1975 and 1975
adjustments would be made so that a full 12 month
reduction would be accomplished in 7 months from June
through December, Tax rate reductions for 1975 énd
future years would be accomplished as follows:
. The low income allowance will be increased from
$1, 300 to $2,600 for joint returns and to $2,000 for
single returns. This action will bring the levei at
which returns are non-~taxable to approximately the
current ''‘poverty level' (e.g., $5, 600 for a family of
four).
. The schedule of income tax rates will be reduced for
all taxpayers.
The $. 5 billion tax incentive for energy conservation
actions in homes would be in the form of a 1?% tax creait
applied to the first $1, 000 of expenditures ($150 maximum
over 3 years) for certain energy conservation improvements -

such as storm windows and insulation,

C. The $6 billion tax reduction for corporations would be

accomplished by cutting 1975 and future tax rates from 48% to 42%.
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VI. Additional details on energy goals and programs announced by the
President «

A,

The near term (1975-1977) energy goals of reducing oil imports

by 1 million barrels per day by the end of 1975 and 2 million by

the end of 1977 would be accomplished by the following:

1. Administrative actions taken by the President:

a.

Imported fees. An increase in import fees on crude

oil‘and petroleum products of $l per barrel effective
February 1, 1975; an additional $l effective March i;
and another $l effective April 1, for a total increase

of $3. 00 per barrel. (Current fees will remain in
effect.) To help offset regional impact of the import
fees, FEA's "Old Oil Entitlements'' program will cease
covering imported products effective February 1 and
such products will receive a rebaté of approximately
$1. 00 beginning in February, $1.4C beginning in March,

and $1. 80 beginning in April.

. Crude o0il price decontrol. Steps will be taken to

remove price controls on domestic crude oil by April 1,
1975 (action subject to Congressional disapproval).

Backup import control program. Presidential power to

limit oil imports will be used to supplement other

measures as necessary to meet near-term goals,



,_9—

— d. Public education. Information for the public on energy

conservation methods and benefits will be increased.

Zz. liegislative proposals

a. The comprehensive tax and decontrol program -- (Outlined
in Section , above}). Consists of (1) Petroleum
excise tax and import fee, (2) natural gas excise tax,

(3) windfall profits tax, and (4) deregulation of new

natural gas prices,.

b. Elk Hills Naval Petroleum Reserve. Legislation would

permit production from the reserve (NPR #1 in California)
0f 160,000 barrels per day early in 1975, increasing to
p— 300, 000 barrels per day by 1977.

c. Conversion to the use of domestic oil. Legislation would

amend the Clean Air Act f:o permit a vigorous program to
make greater use of coal in power plants, reducing the
need for oil by 100, 000 barrels per day in 1975 and
300, 000 in 1977,
B. The Mi§1~term (1975-1985) energy goals of achieving the
capability for energy independence by 1985 would be accomplished
by the following actions to increase dorr‘;estic energy productién,

reduce demand, and prepare for any future embargo.
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Supply actions:

a. Naval Petroleum Reserve No. 4 (Alaska). Legislation

to authorize exploration, development and production to
provide petroleum for the domestic economy, with 15-20%
earmarked for military needs and strategic storage.

bh. OCS leasing. The President reaffirmed his intention to

continue an agressive Outer Continental Shelf leasing
policy.

c. Reducing domestic energy price uncertainty. Liegislation

to authorize and require the use of tariffs, import or
price floors, or other measures to achieve domestic
energy price levels necessary to cope with 1érge~sca1e
fluctuations in worlci oil prices and reach energy
independence goals.

d. Clean Air Act Amendments. Legislation to amend the

Clean Air Act dealing with significant air quality
deterioration, extending dates for complying with certain
requirements for power plants, holding auto emission
requirements stable for 5 years (1977-1981).

e. Surface mining. Legislation which strikes a balance

between environmental protection and reclamation require-
ments and the need to double domestic coal production

over the next ten years.
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Coal leasing on Federal lands. The President directed

the Secretary of the Interior to ado‘pt legal dilligence
requirements for existing coal leases, meet with
western governors on related problems, and design a
new program of coal leasing.

Electric utilities. Legislation is being requested to assist

electric utilities (many of which have had to delay new
additions to capacity) through higher investment tax
credits (increased from 4% to 12%, with the higher rate
remaining in effect for 1976 and 1977 for all except oil
and gas fired plants); mandated reforms in State Utility
Commission practices; and other measures.

Nuclear power. Legislation to expedite siting and

licensing of nuclear power plants and a 1976 budget increase

for nuclear safety, safeguards and waste management,

Energy facilities siting. IL.egislation to encourage

expeditious review and approval of sites and facilities

at the Federal and State levels.

Energy conservation actions:

a. Auto gasoline mileage increases. An agreement with

major domestic automakers to improve gasoline mileage
by 40% on the average by 1980, compared to 1974 model

year cars.
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Building thermal standards. Legislation authorizing

thermal efficiency standards for new homes and

commercial buildings.

Residential conservation tax cut. Legislation authorizing

a 15% tax credit on the first $1, 000 of expenditures for
certain energy conservation actions in homes (also
described in section ).

Low-income energy conservation program. Legislation

authorizing direct subsidies to low-income and eldery

homeowners for energy saving actions such as home

insulation.

. Appliance efficiency standards. The Energy Resource

Council will develop energy efficiency goals for major
appliances and seek agreements with manufacturers to

achieve an average of 20% improvement by 1980,

Avppliance and auto efficiency labelling. Legislation would

require labels on automobiles and major appliances to

show energy efficiency.

Emergency preparedness

a.

Strategic petroleum reserves. Legislation to authorize

the development of an expanded storage system of 1 billion

barrels of petroleum for domestic uses and 300 million

for military use,
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b. Standby and planning authorities. Legislation to authorize

participation in an International Energy Program and
provide a set of emergency standby authorities including
emergency energy conservation, fuel allocation, price
controls for a.lloc.ated products, rationing of fuels among
end users, allocation of material needed for energy
production, and regulation of petroleum inventories.

C. The long-term (beyond 1985) energy goals of maintaining energy

independence and making it possible for the U.S. to export
energy supplies and technology to others in the free world would
be accomplished through such measures as:

1. Synthetic fuels program. A program of Federal incentives

to ensure at least one millicn‘barrels per day equivalent .

of synthetic fuels capacity by 1985, using technologies now
nearing commercial application such as synthetic crude from
oil shale and a wide range of clean solid, liquid, and gaseous
fuels from coal., Federal incentives might include price
guarantees, purchase agreements, capital subsidies and
leasing programs.

2. Energy research and development programs. The President's

1976 budget will continue to emphasize accelerated programs
of research and development of technology for energy

conservation and on all forms of energy including fossil fuels,
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nuclear fission and fusion, solar and geothermal

VII. Rationale for selected elements of the President's program
(to respond to questions often asked. )

Questions have been raised concerning why the President chose
this particular program over altemativ'e approaches, and why the
program will achieve the goals shared by the American people. Sowme
of these guestions and the factors that we;.*-e taken into acémxht in-
developing the program are outlined below.

A. 'The econony

1. Wh'y tax reduction now instead of higher Federal spending?




















































































































