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THE PRES I DENT HAS SEEN ••••. 

Calendar No. 3 ~ 
94TH CONGRESS s J RES 12 J.,i.J 

1sT s~sroN • • • ~ rf ~T~ ") r -
~ ,x. ~ 

IN THE SENATE OF THE UNITED STATES t 'f"':f';J-· 
JANUARY 23, 1975 ,.. 

Mr. KENNEDY (£or himself, Mr. JACKSON, Mr. AoouREZK, Mr. BAYH, Mr.~ 
BENTSEN, Mr. BmEN, Mr. BRooKE, Mr. BuMPERs, Mr. BuRDICK, Mr. RoBERT 
C. BYRD, Mr. CHILES, Mr. CHURCH, Mr. CLARK, Mr. CRANSTON, Mr. CuLVER, 
Mr. EAGLETON, Mr. EASTLAND, Mr. FoRD, Mr. GLENN, Mr. GARY W.HART, 
Mr. PHILIP A. HART, Mr. HARTKE, Mr. HASKELL, Mr. HATFIELD, Mr. HATH
AWAY, Mr. HoLLINGS, Mr. HuDDLESTON, Mr. HuMPHREY, Mr. LEAHY, Mr. 
McCLELLAN, Mr. McGoVERN, Mr. MciNTYRE, Mr. MAGNUSON, Mr. MANs
FIELD, Mr. METcALF, Mr. MoNDALE,Mr. MoNTOYA,Mr.Moss,Mr. MusKIE, 
Mr. NELSoN, Mr. PAsToRE, Mr. PELL, Mr. PRoxMIRE, Mr. RANDOLPH, Mr. 
RmicoFF, Mr. STAFFORD, Mr. STEVENSON, Mr. STONE, Mr. SYMINGTON, Mr. 
TuNNEY, Mr. WEICKER, and Mr. WILLIAMS) introduced the following joint 
resolution; which was read twice, and by unanimous consent, ordered to be 
placed on the calendar 

JOINT RESOLUTION 
To prohibit for a period of sixty days the imposition of tariffs, 

fees, and quotas on oil imports and the lifting of all price 

controls on domestic oil, and to thereafter require the sub

mission to, and the right of approval of the Congress of any 

such action within thirty days. 

Whereas the President's State of the Union message announces 

his intention to levy new fees on imports of crude oil and 

petroleum products and to lift all price controls on domestic 

oil under the authority of existing law; 

II 



.. 
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Whereas the Congress expressed in the Trade .Act of 197 4 its 

desire that public participation be required prior to the use 

of the President's authority under the national security pro

visions of the Trade Expansion .Act of 1962, as amended; 

Whereas imposing import fees and lifting price controls would 

increase the price of crude oil and all petroleum products, 

including home heating oil and residual fuel oils, subs tan-. 

tially, thereby creating major inflationary pressures througli

out the economy; 

Whereas consumption of home heating oil and residual fuel oil 

already has been reduced substantially in many areas of the 

country and therefore imposition of import fees and the 

lifting of price controls will result in higher prices to con

sumers with little corresponding reduction in oil consump

tion; 

Whereas the policy of lifting price controls and using new im

port f~es to reduce energy consumption represents a funda

mental policy chap.ge ~s stated by the President in his State 

of the Union message; 

Whereas the purpose of this joint resolution is to permit the 

Congress a reasonable period of time to review and, if 

desirable, to develop fair and equitable alternatives to the 

President's proposals to impose a $3 per barrel oil import 

fee and to remove all existing price controls on domestic 

oil by .April 1, 1975: Now, therefore, be it 

1 Resolved by the Senate and House of Representatives 

2 of the United Swtes of America in Congress assembled, 

3 That, after the date of enactment of this 

4 joint resolution-

3 

1 (a) ( 1) No new ta.riff, fee or other ,cha4-g~, and no 
-.. 

2 increase in existing tariffs, fees or other chargye on imports 

3 of crude oil or petroleum pr<>ducts in effect on Jftnuary 1, 

4 1975, may be imposed except in accordance with subsection 

5 (b) of this section ; 

6 ( 2) No new queta or other limitation on imports of 
• 

J crude oil or petroleum product other ·than those in effect 

s on January 1, 1975, may he imposed except in accordan~e 

9 with subsection (b) of this section; and 

10 ( 3) No increase in the price permitted for oil now 

11 classified as "old" oil under regulations promulgated pursuant 

12 to section 4 of the E:dl.ergency Petroleum .Allocation .Act of 

13 1973 (87 Stat. 629) and in effect on January 1, 1975, 

14 may be established except in accordance with subsection 

15 (b) of this section. 

16 (b) No action covered by the provisions of subsectioh~ 

17 (a) ( 1) through ( 3) may be undertaken unless: 

18 ( 1) such action is specifically authorized by law 

19 enacted after the date of en~tctment of this joi4lt resolti--

20 tion; or 

21 ( 2) the specific action proposed to be taken is sub-

22 mitted to both Houses of the Congress. Each House 

23 then shall have the opportunity to disapprove of such 

24 action within thirty days of the reeeipt of the proposal, 

25 pursuant to the procedures provided for in sections 906 



•. 
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1 (a), (b), and (c), 908, 909, 910, 911, 912, and 913 

2 of title 5, United States Code, except that for the pur-

3 poses of this joint resolution, 

4 (A) the period of congressional review and 

5 opportunity shall be thirty calendar days rather 

6 than sixty calendar days; 

7 (B) any reference in such sections to "reor-

8 ganization plan" shall be deemed to be a reference 

9 to ''petroleum pricing actions" which for the pur-

10 poses of this joint resolution shall mean all actions 

11 referred to in subsections (a) ( 1 ) through ( 3) of 

12 this joint resolution; and 

13 (C) such thirty-day review period shall begin 

14 on the sixtieth day after enactment or when such 

15 action is submitted to the Congress if it is Sllbmitted 

16 after the sixtieth day. 

17 If such action is disapproved by either House within the 

18 thirty-day review period, no officer or agency shall have 

19 authority to take any action inconsistent with the pro-

20 visions of subsection (a) of this joint resolution. 
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JOINT RESOLUTION 
Te prohibit for a period of sixty days the imposition of 

tarl1fs, fees, and quotas on oil imports and the lift
ing of all price controls on domestic oil, and to 
thereafter require the submission to, and the right 
of approval of the COngre&S of any such action 
within thirty days. 

By Mr. KENNEDY, Mr. JACKSON, Mr. ABOUBEZK, Mr. 
BATH, Mr. BENTSEN, Mr. BIDEN, Mr. BROOKE, Mr. 
BuMPERS, Mr. BURDICK, MT. RoBERT C. BYRD, Mr. 
CHILES, Mr. CHURCH, Mr. CLARK, Mr. CRANSTON, 
Mr. CULVER, Mr. EAGLETON, Mr. EASTLAND, Mr. 
FoRD, Mr. GLENN, Mr. GARY W. HART, Mr. PHILIP 
A. HABT, Mr. HARTKE, Mr. HAsKELL, Mr. HATII'IELD, 
Mr. HATHAWAY, Mr. HOLLINGS, Mr. HUDDLESTON, 
·Mr. HuMPHREY, Mr. LEAHY, Mr. McCLELLAN, Mr. 
McGoVERN, Mr. MciNTYRE, Mr. MAGNUSON, Mr. 
MANSFIELD, Mr. METCALF, Mr. MONDALE, Mr. MoN
TOYA, Mr. Moss, Mr. ·MusKIE, Mr. NELSON, Mr. 
P ASTOBE, Mr. PELL, Mr. PBOXMIBE, Mr. RANDOLPH, 
Mr. RIBICOFF, Mr. STAFFORD, Mr. STEVENSON, Mr. 
STONE, Mr. SYMINGTON, Mr. TUNNEY, Mr. WEICKEB, 
and Mr. WILLIAMS 

J'ANUABY 23,1975 

Read twice and ordered to be placed on the caiendar 
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IN THE SENATE OF THE UNITED RTATES 

FEBRUARY 6,1975 

Read twice and referred to the Committee on Finance, under the authority of 
the order of the Senate of February 5, 1975 

AN ACT 
'ro suspend for a ninetyLday period the authority of the President ., -

under s·cction 232 of the Trade Expansion Act of 1962 or 

any other proyision of law to increase tariffs, or to take any 

other import adjustment action, with respect to petroleum or 

prodticfs derin~d therefrom; to negate any such action ·which 

may be taken 'by the ]?resident after January 15, 1975, and 

before the beginning of such itinety,-day period; and for other 

purposes. 

1 Be it enacted by the Senate and House of Representa-

2 tives o.f the United States of Amer·ica in Congress assembled, 

3 That, during the period beginning on the date of the cnact

J,. ment of this Act and ending at the close of the ninetieth day 

5 thereafter, nothing in section 232 (b) of the Trade Expansion 

11 



1 Act of 1962 ( 19 U.S.C. 1862 (b) ) or in any other provision 

2 of law shall be deemed to grant to the President any an-

3 • thority to adjust imports of petroleum or any product derived 

4' therefrom. 

5 SEc. 2. (a) ( 1) Any action which is taken after January 

6 15, 1975, and before the date of the enactment of this Act 

7 by the President under section 232 (b) of the Trade Expan-

8 sion Act of 1962 or any other provision of law which results 

9 in the imposition of a rate of duty on petroleum or any 

10 product derived therefmm shall cease to have effect on the 

11 date of the enactment of this Act, and the entry or with-

12 drawal of petroleum and any product derived therefrom on 

13 or after such date of enactment shall be duty free. 

14 (2) Upon appropriate request therefor filed with t~e 

15 customs officer concerned on or before the sixtieth. day after 

16 the date of the enactment of this Act, the entry or with-

17 drawal of petroleum or any product derived therefrom to 

18 which a rate of duty imposed by the President (pursuant to 

19 any action by him after January 15, 1975, and before the 

20 date of the enactment of this Act under such section 232 (b) 

21 or any other provision of law) applies shall, notwithstunu-

22 ing the provisions of section 514 of the Tariff Act of 1930 

23 or any other provision of-law, be liquidated or reliqnidated 

24 as if no duty applied to such entry or withdrawal. 

25 (b) ( 1) Any action which is taken after January 15, 

3 

1 1975, and before the date of the enactment of this Act by 

2 the President under section 232 (b) of the Trade Expansion 

3 Act of 1962 or any other provision of law which results in 

4 the imposition of a tax or fee on the importation of petroleum 

5 or any product deriYed therefrom which is higher than the 

6 tax or fee imposed on the importation of petrolctJ.m or any 

7 such product on January 15, 1975, shall cease to have eftcct 

s on the date of the enactment of this Act; and the tax or fee 

9 imp0 sed on the importation of petroleum or any produet 

10 derived therefrom after such date of enactment shall be the 

11 tax or fee in effect on January 15, 197 5. 

12 ( 2) Upon request therefor filed with the appropriate 

13 Federal agency on or before the sixtieth day after the date 

14 of the enactment of this Act, the amount of any tax or fee 

15 imposed by the President (pursuant to any action by him 

16 ~fter January 15, 1975, and before the date of the enact-

17 ment of this Act under such section 232 (b) or any otheT 

18 provision of law) and paid by any person on the importation 

19 of petroleum or any product derived therefrom which exceeds 

20 the tax or fee that was imposed with respect to the importa-

21 tion of petroleum or products derived thertlft~n on Jan-· 

22 uary 15, 1975, shall be rebated to such person. 

23 SEC. 3. If during the ninety-day period referred to m 

24 the first section of this Act-



4 

1 ( 1) the Congre8B declares war, 

2 (2) United States Armed Forces arc introduced 

a into hostilities pursuant to specific statutory authoriza-

4 tion, 

5 (3) a national emergency is created by attack upQn 

G the United States, its territories or possessions, or its 

7 Armed Forces, or 

8 (4) United States Armed ]forces are introduced 

9 into such hostilities, situations, or pla~tl, or are enlarged 

10 in any foreign nation, under ch·cumstances which re-

11 quire a report by the President to the C~ngress pur-

12 suant to section 4 (a) of the War Powers Resolution 

13 (5o u.s.a. 1453 (a)), 

14 the first section of this Act shall not thereaft~r apply. 

15 SEC. 4. Nothing in the first section and sections 2 and . 
16 3 of this Act shall be deemed to affect the validity of any 

17 proclamation or executive order issue.d before January 16, 

18 1975, by the President under section 232 (b) of the Trade 

19 Expansion Act of 1962. 

Passed the House of Representatives February 5, 1975. 

Attest: W. PAT JENNINGS, 

Clerk. 
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AN ACT 
To suspend for a ninety-day period the author

ity 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 import adjustment action, with 
respect to petroleum or products derived 
therefrom; to negate any such action which 
may be taken by the President after Janu
ary 15, 1975, and before the beginning of 
such ninety-day period; and for other 
purposes. 

FEBRUARY 6, 1975 

Read twice and referred to the Committee on Finance 





[COMMITTEE AMENDMENTS TO H.R. 2166) 

FEBRUARY 19,1975 

1 Strike out all after the enacting clause and insert the 

2 following: 

3 SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 

4 (a) SHORT "flTLE.~This Aet may be cited as the 

5 ''Tax Reduction Act of 197 5". 

6 ('b) TABLE, OF CONTENTS.-

Page 

Sec. 1. Short title; table of contents---------------------------- 1 
Sec. 2. Amendment of 1954 Codl'------------------------------ 1 

TITLE I-REFUND OF 1974 INDIVIDUAL INCOME 
TAXES 

Sec. 101. Refund of 1974 individual income taxes---------------- 2 
Sec. 102. Refunds diSregarded in the administration of Federal 

programs and federally assisted programs _______ -;,---.- 5 

TITLE II-REDUCTIONS IN INDIVIDUAL INCOME 
TAXES 

Sec. 201. Increase in low income allowance __ ~------------------- 6 
Sec. 202. Increase in percentage standard deduction--~~~--'------ 8 
Sec. 203. Credit for certain earned income------~~-~_:__________ 9 
Sec. 204. Withholding tax_____________________________________ 13 
Sec. 205. EffectiYe dttttls _ _:_:_ ________ _: _________________ ~-------- !5 

TITLE III-CERTAIN CHANGES IN BUSINESS TAXES 

Sec. 301. Increase in investment credit__________________________ 16 
Sec. 302. Allowance of investment credit where constructio:a. of 

property will take more than 2 years________________ 21 
Sec. 303. Increase in corporate surtax exemption_L____________ 32 
Sec. 304. Effective Cll£ei ___ .:::_.-_______ .:._________________________ 32 

7 SEC. 2. AMENDMENT. OF 1954 CODE. 

8 Except as otherwise expressly provided, whenever in 

9 this Act an amendment Oi' repeal is expressed in terms of 

10 an amendment to, or repeal of, a section or othe-r provision, 

11 the reference shall be oonsidered to be made to a sectioo 

12 or other provision of the Internal Revenue Code of 1954. 

J.47-345-1 
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1 TITLE I-REFUND OF 1974 INDIVID-
2 UAL INCOME TAXES 
3 SEC. 101. REFUND OF 1974 INDIVIDUAL INCOME TAXES. 

4 (a) IN GE~ER.AL.-Subchapter B of chapter 65 (re-

5 lating to rules of special appli~ation in the case of abate-

6 ments, credits, and refunds) is amended by adding at the 

7 end thereof the following new section : 

8 "SEC. 6428. REFUND OF 1974 INDIVIDUAL INCOME TAXES. 

9 "(a) GENERAL RuLE.-Except as otherwise provided 

10 in this section, each individual shall be treated as having 

11 made a payment against the tax imposed by chapter 1 for 

12 his first taxable year beginning in 1974 in an amount equal 

13 to 10 percent of the amount of his liability for tax for such 

14 taxable year. 

15 "(b) MINIMUM P AYMENT.-The amount treated as 

16 paid by reason of this section shall not be less than the lesser 

17 of-

18 

19 

20 

21 

22 

23 

" ( 1) the amount of the taxpayer's liability for tax 

for his first taxable year beginning in 1974, or 

" ( 2) $100 ($50 in the case of a married individual 

filing a separate return) . 

" (c) MAXIMUl\<I pAYMENT.-

:' ( 1) IN GENERAL.-The amount treated as paid 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

s 
by reason of this section shall not exceed $200 ($100 in 

the case of a married individual filing a separate return). 

" ( 2) LIMITATION BASED ON AD.TUSTED GROSS 

INCOME.-The excess (if any) of-· 

"(A) the amount which would (but for this 

paragraph) be treated as paid by reason of this 

section, over 

" (B) the applicable minimum payment pro-

vided by subsection (b), 

shall be reduced (but not below zero) by an amount 

which bears the same ratio to such excess as the ad

justed gross income for the taxable year in excess of 

$20,000 bears to $10,000. In the case of a married 

individual filing a separate return, the preceding sen

tence shall be applied by substituting '$10,000' for 

'$20,000' and by substituting '$5,000' for '$10,000'. 

" (d) LIABILITY FOR TAX.-For purposes of this sec-

18 tion, the liability for tax for the ta:xable year shall be the 

19 sum of-

20 

21 

22 

23 

24 

25 

" ( 1) the tax imposed by chapter 1 for such year, 

reduced by the sum of the credits allowable under

" (A) section 33 (relating to foreign tax 

credit), 

"(B) section 37 (relating to retirement in

come), 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

4 

"(C) section 38 (relating to investment in cer

tain depreciable property) , 

" (D) section 40 (relating to expenses of work 

incentive programs) , and 

"(E) section 41 (relating to contributions to 

candidates for public office), plus 

"(2) the tax on amounts described in section 3102 

(c) or 3202 (c) which are required, to be shown on the 

taxpayer's return of the chapter 1 tax for the taxable 

year. 

" (e) DATE PAYMENT DEEMED MADE.-The payrnel).t 

12 provided by this section shall he deemed made on whichever 

13 of the fi>llowing dates is the later: 

14 " ( 1) the date prescribed by law (determined with-

15 

16 

17 

18 

out extensions) for filing the return of tax under chapter 

1 for the taxable year, or 

" ( 2) the date on which the taxp&yer files his re

turn of tax under chapter 1 for the taxable year. 

19 "(f) JoiNT RETURN.-For purposes of this section, in 

20 the case of a joint return under section 6013 both spouses 

21 shall be treated as one individual. 

22 "(g) MARITAL STMUS.-The determination of marital 

23 status shall be made under section 143. 

24 " (h) CE~TAIN PERSONS NOT ELIGlBLE.-This section 

25 ·shall not apply to any estate or trust, nor shall it apply to 

26 any nonresident alien individual." 

5 

1 (-b) No INTEREST ON INDIVIDUAL INCOME TAX 

2 REFUNDS FOR 1974 REFUNDED WITHIN 60 DAYS AFTER 

3 RETURN Is FrLEO.-In applying section 6611 (e) of the 

4 Internal Revenue Code of 1954 (relating to income tax 

5 refund within 45 days after return is filed) in the case of 

6 any overpayment of tax imposed by subtitle A of such Code 

7 by an individual (other than an estate or trust ·and other than 

8 a nonresident alien individual) for a taxable year b~ginning 

9 in 197 4, "60 days." shall be substituted for "45 days" each 

10 place it appears in such section 6611 (e) . 

11 (c) CLERICAL AMENDMENT .-The table of sections for 

12 such subchapter B is amended by adding at the end thereof 

13 the following new item: 

"Sec. 6428. Refund of 1974 individual income taxes." 

14 SEC. 102. REFUNDS DISREGARDED IN THE ADMINISTRA-

15 

16 

17 

TION OF FEDERAL PROGRAMS AND FED

ERALLY ASSISTED PROGRAMS. 

Any payment considered to have been made by any 

18 individual by reason of section 6428 of the Internal Revenue 

19 Code of 1954 shall not be taken into account as income or 

20 receipts for purposes of determining the eligibility of such 

21 individual or any other individual for benefits or assistance, 

22 or the amount or extent of benefits or assistance, under any 

23 Federal program or under any State or lQcal program fi-

24 nanced in whole or in part with Federal funds. 
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1 TITLE II-REDUCTIONS IN INDIVID-
2 UAL INCOME TAXES 
3 SEC. 201. INCREASE IN LOW INCOME ALLOWANCE. 

4 (a) IN GENERAL.--SU!bsection (c) Df section 141 (re-

5 lating to low income allowance) is amended to read as 

6 follows: 

7 "(c) Low I A NCOME LLOWANCE.-The lDw mcome 

8 allowance is-

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

" ( 1) $2,500 in the case of-

" (A) a joint return under section 6013, or 

"(B) . . ( a surv1vmg spouse as defined in section 

2(a) ), 

" ( 2) $1,900 in the case of an individual who is 

not married and who is not ·a surviving spouse (as so 

defined) , or 

" ( 3) $1,250 in the case of a married individual 

filing a separate return." .-

(b) CHANGE IN FILING REQUIREMENTS To REFLECT 

19 INCREASE IN Low INCOME ALLOWANCE.-JSo much of 

20 paragraph (1) of section 6012 (a) (relating to persons 

21 required to make returns of income) as precedes subpara-

22 graph (C) thereof is amended to read as follows: 

23 " ( 1) (A) Every individual having for the taxwble 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

7 

year a gross income of $750 or more, except that a re

turn shall not 1he required of an individual (other than 

an individual referred to in section 142 (b) ) -

" ( i) who is not married (determined by apply• 

ing seo'tion 143) , is not a surviving spouse (as 

defined in section 2 (a) ) , and for the taxable fear 

has a gross income of less than $2,650, 

"(ii) who is a surviving spouse (as so defined) 

and for the taxa!ble year has a gross income of les~ 

than $3,250, or 

"(iii) who is entitled to ma.ke a joint return 

under section 6013 and whose gross income, when 

combined with the gross income of his spoose, is., 

for the taxable year, less than $4,000 but only 

if such individual and his spouse, at the close of 

the taxable year, had the same household as their 

home. 

Clause (iii) shall not apply if for the taxable year such 

spouse makes a s·eparate return or any other taKpayer is 

.entitled to an exemptiDn for 'such spouse under section 

151(e). 

"(B) Theamountspooifiedinclause (i) or (ii) of 

subparagraph (A) shall be increased by $7 50 in the case 

nf an individual entitled to an additional personal exemp-



1 

2 

3 

4 

5 

8 

tion under section 151 (c) ( 1 ) , and the amount specifief 

in clause (iii) ·of subparagraph (A) shall be increased 

by $750 ~or each additional personal exemption to which 

the individual or his spouse is entitled under section 

151 (c);". 

6 SEC. 202. INCREASE IN PERCENTAGE STANDARD DEDUC-

7 

8 

TION. 

(a) INOREASE .......... Suhsection (h) of section 141 (relat-

9 ing to ·percentage standard deduction) is amended to read as 

10 follows: 

11 "(b) PERCENTAGE STANDARD D:tmUCTION.-The per• 

12 centage standa·rd deduction is an amount equal to 16 percent 

13 of 3Jdjusted gross income but not to exceed-

14 

15 

16 

17 

18 

19 

20 

21 

22 

" ( 1) $3,000 in the case of-.-

" (A) a joint return under section 6013, or 

" (B) a sunviving spause (as defined in sec

tion 2 (a) ) , 

H ( 2) $2,5{)0 in the case of an individual who is 

nQt married ru~d who is not a surviving sp<mse (as so 

defin6d) , or 

" ( 3) $1,500 in the case of a ma:n~eQJ. individual 

:filing a separate retlll'n.'' 

23 (b) r o .-FoiniL'G AH:E:N"D<kE~.-"'Bubptll'agraph (B) 

24 of section 34(}2 ( m) ( 1) ( rdlating to withlHilding allow~ 

9 

1 an~s based on itemized deductions) ~ amended to read as 

2 follows: 

3 

4 

5 

6 

7 

8 

" (B) an amount equal to the lesser of ( i) 16 

percent of his estimated wag~s, or (ii) $3,0(}0 

( $2,500 in the case of an .individual who is not 

married (within the meaning . of section 143) and 

who is not a surviving speuse (as defined in 

section 2 (a) ) ) . " 

9 SEC. 203. CREDIT FOR CERTAIN EARNED INCOME. 

10 (a) ALLOWANCE OF CREDIT .-8Abpart A of part IV 

11 of subchapter A of chapter 1 (relating to c.redits again~ 

12 tax) is amend ad by red~ign.ating section 42 as section 4S 

13 and by insetting after section 41 the following new sectian: 

14 "SEC. 42. EARNED INCOME CREDIT. 

"(a) ALLQ-WANC~ OF 0REDI'J\-In the case of nn 

16 individual, there shall he allowed as a credit ag~jl)st the tax 

1?. im.pesed })iY this eh~yt& for the tasahle year an amount 

18 equ~l to 5 pm-ce,nt of the tal(p•~·pr' s atljuste.d earned income 

19 fo'r tlle taxable year. 

20 "(b) ADJUSTED EARNOO !NCOME.--Jfor purposes cl 

21 this section, the term 'Jldjusted ea~d income' mean~ 

22 

23 

24 

" ( 1) so much of the individu.al's earned income 

for the taxable year as does ~ot e:1Wttecl $4,000, reduced 

by 

J.47-345--.2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 . 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10 

'' (~) two times th~ excess over $4,000 of the 

greater of-

" (A) the takpaysr's adjusted gross income for 

the taxable year, or 

"(B) the taxpaye:r's earned mcome for the 

taxable year. 

" (c) EARNED INCOME DEFINED.-, · 

" ( 1) IN GENERAL.-For purposes of this section, 

the term 'earned income' means-

" (A) wages, salaries, tips, and other employee 

compensation, plus 

"(B) the amount of taxpayer's net ea.mmgs 

from self.employment for the taxable year ( withi~ 

the meaning of section 1402 (a)). 

" ( 2) SPECIAL RULES.-For purposes of paragraph 

(1)-

" (A) except as provided in subparagraph (B) , 

any amount shall be taken into account only if sueh 

amount is includible in the gross income of the tax

payer for the tuable year, 

"(B) the earned income of an individual shall 

be computed without regard to any community 

property laws, 

" (C) no amount received as a pension or an

nuity shall be taken into acoount, 
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"(D) compe:u.sation described in paragraph 

( 1) (A) for services perfonned by an individual in 

the employ of his spouse, father, mother, son, or 

daughter (within the meaning of sectiolil 3121 (b) 

( 3) ) shall be taken in to account only if suoh com

pensation constitutes wages (as defined in ooction 

3121 (a)) and only if such wages are eviden~d 

by a receipt required to be furnished under secti0n 

6051 (a) (relating to receipts for eniployees), 

"(E) in the case of an individual who has not 

attained the age of 18 years by the close of his f:rot· 

able year---: 

" ( i) compe~atio.n described in pallQ.graph 

( 1) (A) shall be taken into aooount .Qruy if 

such compensation is evidenced lzy a receipt re

quired to be furnished under 'se'cti~n 6051 (ai}t, 

and 

" ( ii) earnings dllsoribed in:: paragraph ( 1 ) 

(B) shall be taken into account· 0nly if such in

dividual has self..:employlhent income for the 

taxable year (within the meaning of sectibb 

1402 (b) ) , and 

"(F) no amount to which section 871 (a) ap

plies (relating to income of nonresident alien in-
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dividuals not connected with United States busi

ness) shall 1be taken into account. 

" (d) REQUIREMENT OF JOINT RETURN .-In the case 

4 of an individual who is married (within the meaning of sec-

5~ tion 143), this ~ection shall apply only if ,a ioint return is 

6 filed for the taxable year under section 6013. 

7 "(e) TAXABLE YEAR MusT BE FuLL TAXABLE 

8 YEAR.-Excepe in the case of a taxable year olosed by reason 

9 bf the death of the taxpayer, no credit shall be allowable 

10 nndev tl'hi'S section in the case of a taxable year covering a 

11 pmi_,d of less than 12 months." 

12 (b) REFUND To BE MADE WHERE eREDIT EXCEEDS 

~13 fa!AJJILITY FOR 'l'AX.-&ction 6401 (b) (relating to exces-

14 sive o~dits) is itmended-

15 ( 1) by inserting ", 42 (relating to earned income 

l6 credit)," hefore "and 667 (b)"; and 

17 ( 2) by striking out "and 39" and inserting in lieu 

~8 thereof ", 39, and 42"'. 

19 (c) C:tERICAL AMENDMEN'r.-The ta;ble of sections for 

20 stilch subpart A is amended by striking out the last item and 

al insertin~ in lieu thereof the following: 

"Sec. 42. Earned income ~redit. 
"Sec. 43. Overpayments of tax." 

13 

1 SEC. 204. WITHHOLDING TAX. 

2 (a) REQUIREMENT OF WITHHOLDING.~bsection 

3 (a) of section 3402 (relating to income tax collected at 

4 source) is amended to read as follows : 

5 "(a) REQUIREMENT OF WITltHOLDING.-

6 

7 
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19 
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21 

" ( 1) GENERAL RULE.-Except as otherwise pro

vided in this section, every employer making payment of 

wages shall deduct and withh<>ld upon such wages a tax 

determined in accordance with-

" (A) in the case of wages paid on the basis of 
\ 

an annual payroll period, the taMe set forth in para-

graph (2), or 

'' (B) in the case of wages paid on the basis of 

other payroll peri<>ds, tables prescribed l:>y the Secre

tary or his delegate. 

In the tables prescribed under subpara.graph (B) , the 

amounts set forth as the amount of wag~s and the amount 

of income tax to be deducted and withheld shall be com

puted on the basis of the table set forth in paragraph 

( 2) . For purposes of this subsection, tlle term 'the 

amount of wages' means the amount by which the wages 
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exceed the numbeT of withholding exemptions claimed, 

multiplied by the amount of one such exemption as shown 

in the table in subsection (b) ( 1 ) . 

"(2) ANNUAL PAYROLL PERIOD.-

"fA) Single Person-Including Head of Household: 
"If the amount of The amount of income tax to be 

wages is: withheld shall be: 
Not over $3,000 ____ .:.· __ :__'_____ 0. 
Ov~rr, $3,000 but not over 33% of excess over $3,000. 
~·1\t,. '(t.l 

Over $4,500' but not over 
$7~50Q 

OVer.·. $7,Mo but not over 
$10,500. 

Over $10,500 but not over 
$14,000. 

Over $14,000 but not over 
$15~260. 

Over $15,200 but not over 
$~8 000. 

Over l18,000_.::: •. : ________ . ___ _ 

"(B) Married Person: 
"If the amount of 

wages is: 
Not over $2,4'50 ____ . ________ _ 
0~ ·$2,450, r but tnot over 
~,4ISO. 1 • • r._~ 1 

Over $5,41>0 but not over 
$9,250. 

Over $9,250 but not over 
$12,250. 

OYer' $12,250 but not over 
$14,750. 

Over $14,7.50 but not over 
$20,950. 

Over $20,950 but not over 
$25,650. 

Over $25,650 _______________ _ 

$495 plus 21% of excess over 
$4,500. 

$1,125 plus 26% of excess over 
$7,500. 

$1,905 plus 21% of excess over 
$10,500. 

$2,640 plus 28% of excess over 
$14,000. 

$2,976 plus 30% of excess over 
$15,200. 

$3,816 plus 35% of excess over 
$18,000. 

The amount of income tax to be 
withheld shall be: 

0. 
16% of excess over $2,450. 

$480 plus 20% of excess over 
$5,450. 

$1,240 plus 21% of excess over 
$9,250. 

$1,870 plus 15% of excess over 
$12,250. 

$2,245 plus 26% of excess over 
$14,750. 

$3,857 plus 30% of excess over 
$20,950. 

$5,267 plus 36% of excess over 
$25,650." 

5 (b) CONFORMING AMENDMENT.-Section 3402 (c) 

6 { 6} (relating to wage bracket withholding) is amended by 

7 striking out "table 7 contained in subsection (a) " and insert-

8 ing in lieu thereof "the table for an annual payroll period 

9 set forth in subsection (a) ( 2) ". 

15 

1 SEC. 205. EFFECTIVE DATES. 

2 (a) ]fUR SECTIONS 201 AND 202 (a) .-The amend-

3 ments made by sections 201 and 202 (a) shall apply to 

4 taxable yeatrlS endi11g after D.ecember 31, 1974. Such amena-

5 ments shall cease to apply to taxable years ~nding after 

6 J)ecemb~r 31, 1975. 

7 (b) FoR SECTION 203.-The amendments made by see

S tion 203 shall apply to taxable years beginning after D~cein-

9 her 31, 1974, and before January 1, 1976. 

10 (c) FoR SECTIONS 202 (b) AND 204.-The amend-

11 ments made by sections 202 (b) and 204 shall apply to 

12 wages paid after April30, 1975, and hefore January 1, 1976. 
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TITLE III-CERTAIN CHANGES IN 
BUSINESS TAXES 

3 SEC. 301. INCREASE IN INVESTMENT CREDIT. 

4 (a) INCREASE OF INVESTMENT CREDIT TO 10 ·PER-

5 CENT .-Paragraph ( 1) of section 46 (a) ( detennining the 

6 · amount of the investment credit) is arnEffided to read as 

7 fullows: 

8 

9 

10 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

" ( 1) GENERAL RULE.-

" (A) 10 .. PERCENT CREDIT.-Exccpt as pro

vided in subparagraph (B), the amount of the credit 

allowed by section 38 for the ta.X'able year shall be 

equal to 10 percent of the qualified investment (as 

determined under subsections (c) and (d) ) . 

"(B) 7-PERCENT OREDIT.-In the case of 

propertY'-

" ( i} the construction, reconstruction, <>r 

erection of which is completed by the taxpayer 

before January 22, 1975, or 

"(ii) which is acquired by the taxpayer 

before January 22, 1975, 

the amount of the credit allowed by section 38 for 

the taxable year shall be equal to 7 percent of the 

qualified investment (as defined in subsection (c) ) . 
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"(0) T:&ANSITio-~AL RtJILE:-· In the case df 

propetity......:~ 

" (i) the cnn~rudtion, :raeonstruction, or 

er.eotion ~f which is begun by tha taxpayer b·

fore January 22, 1975, and 

" ~ii) the construction:, rooehstruction, (')1' 

erection of which is ~ompletea. by the ta21-

payer after January 21, 1975, 

subparagraph (B) shall apply to the' ~operty to 

the extent af that portion of the basis which is 

properly attributable to construction,1 retonstrueJ 

tion, or erection before January 22, 1975, and su~ 

paragraph (A) shall npply to sooh pt{)perty to the 

extent of that portion' of the ba~is which is properly 

attributable to construction, reoonstlu~tion, or erec

tion af·ter Jan nary 21, 197 5." 

(b) PuBLic UTILITY Poo:t>ERTY.--

(1) DETERMINATION OF QUALIFIED INVEST

MENT ....... Subpa-ragraph (A) of section 46 (c) ( 3) ( re· 

lating to determination af qnalifieA investment in the 

case Of public utility propettly) is amended to read as 

follows: 

J.47-345--3 
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" (A) To the extent that subsection (a) ( 1 ) 

(B) applies to property which is public utility 

prop~rty, the amount of the qualified investment 

shall be %- of the amount detennined under para

graph ( 1) ." 

(2) INCREASE IN 50-PERCENT LIMITATION.-Sec

tion 46 (a) (relating to determination of amount of 

credit) is amended by adding at the end thereof the 

foU{)w~ng new p11r~graph : 

" ( 6) ALTERNATIVE LIMITATION IN THE CASE OF 

CERTAIN UTILITIES.-

" (A) IN GENERAL.-If, for a taxable year be

ginning after 1974 and before 1981, the amount of 

the qualified investment of the taxpayer which is 

attributable to publj,c utility prope1~y is 25 percent 

or more of his aggregate qualified investment, then 

subparagraph (C) of paragraph (2) of this sub

section shall be applied by substituti;n:g for 50 per

cent his applicable percentage for such year. 

"(B) APPLICABLE PERCENTAGE.-The appli

cable percentage of any taxpayer for any taxable 

year is-

"(i) 50 percent, plus 

"(ii) that proportion of the tentative per-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

J4 

15 

16 

17 

19 

centage for the taxable year which the taxpay

er's amount of qualified investment which is 

pub~ic utility property bears to his aggregate 

qualified investment. 

If the proportion referred to in clause ( ii) is 7 5 per~ 

cent or more, the applicable percentage of the tax

payer for the year shall be 50 percent plus the 

tentative percentage for such year. 

" ( 0) TENTATIVE PERCENTAGE.-For pur

poses of subparagraph (B), the tentative percentage. 

shall be determined under the following table: 

"If the tax~ble year The tentative 
beginsin: percentageis: 

1975 or 1976---------------------------------- 50 
1977 ----------------------------------------- 40 
1978 ----------------------------------------- 30 
1979 ----------------------------------------- 20 
1980 ---------------------------~~~----------- 10. 

''(D) PUBLIC UTILITY PROPERTY DEFINED.-

For purposes of this paragraph, the term 'public 

utility property' has the meaning given to such 

term by the first sentence of subsection (c) ( 3) 

(B) .'' 

(c) CAP ON THE INCREASE IN INVESTMENT 0REDI~ 

18 BENEFITS FOR PUBLIC UTILITIES WHICH MAY RESULT 

19 FROM INCRE.&SING INVESTMENT CREDIT TO 10 PER-

20 CENT.-
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( 1) IN GENERAL~--The amount of the credit al

lowed by section 38 of the Internal Revenue Code of 

1954 to any :taxpayar which is a public utility for the 

taxable year shall not exeeed<by more than $100,000j

OOO the amount of su~h ~redit which wo"illd have been 

allowed to such taxpay.:lr for SU(Jh y~r but for the 

amendments made by subsections (a) and (b) ( 1) of 

this section. 

(2) CREDIT IN EXCESS OF OAP MAY BE CARRIED 

ONLY TO TAXABLE YEARS TO WHICH 'flliS SUBSECTION 

'APPLIES.-For purposes of sectiou 46 (b) ( 1) of the 

Infernal Revenue Code of 1954 {relating to carryback 

and carryover of unused credits) , the excess of the 

amount which would be allowable as a credit under 

section 38 of such Code for any taxable year over the 

aznount which is allowable under such secti<m after the 

application of paragraph ( 1) of this subsection-

( A} shall be treated as an excess described in 

such section 46 (b) ( 1), but 

(B) shall be an investment credit carryback 

and an investment credit carryover only to taxable 

years to which paragraph ( 1) of this subsection 

applies. 

( 3) CONTROLLED GROUP OF CORPORATIONS.-F or 

purposes of this subsection, persons who are members 

of the same controlled group of corporations shall be 
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treated as one taxpayer. :For purposes of the preceding 

sentence, the term "controlled group of corporations" 

has the me~ning given to such term hy section 1563 (a). 

( 4) PUBLIC UTILITY DEFIN.BD.-For purposes of 

this su.bseetio», the term "public utility" means a tax

pa.y:el' 50 perqent or more of the qmd.i.fied investment of 

whioh: for the taxabl~ year consists of public utility 

property within ·the meaning of the first sentence of sec

tion 46 (c) ( 3) (B) of the Internal Revenue Code of 

1954. 

11 (d) lNCJ.mASE FRoM $50,000 ro $75,000 oF DoLL~ 

12 LIMITATION ON USED PROPERTY.-{l?arwaph (2) of sec-

13 tion 48 (c) (relating to doll~r limitation in case of used 

14 section 38 property). is amended-.,-

15 ( 1) by ~tr.iking out "$50,000" each place it 

16 appears and inserting in lieu thereof "$75,000", and 

17 (2) by sttiking out '"$25,000" and inserting in 

18 lieu ther~ot "$37,500'~. 

19 SEC. 302. ALLOWANCE OF INVESTMENT CREDIT WHERE 

20 

21 

22 

CONSTRUCTION OF PROPERTY WILL TAKE 

MORE THAN 2 YEARS. 

(a) GENERAL RULE,...-Section 46 (relating to amount 

23 of ctedit) is iWlended by redesjgnating ·subsections. (d) ·and 

24 (e) as subsections (e) and (f)., rrespeqt;iy~y, and by insert-

25 ing after subsection (c) the following new subsection: 
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" (d) QuALIFIED PROGRESS EXPENDITURES,._ 

'' ( 1) IN GENERAL.-In the case of any taxpayer 

who has made an election under paragraph ( 6) , the 

amount of his qualified investment for the taxable year 

(determined under subsection (c) without regard to thi~ 

subsection) shall be increased by an amoupt equal to 

his aggregate qualified progress expenditut+es for the tax

able year with respect to progress expenditure property. 

'' ( 2) PROGRESS EXPENDITURE PROPERTY DE-

FINED.-

" (A) IN GENERAL.-For purposes of this sub

section, the term 'progress expenditure property' 

means any property which is being constructed by 

or for the taxpayer and which-

" ( i) has a normal consttuction period df 

2 years or more, and 

" ( ii) it is reasonable to believe will be new 

section 38 property having a useful life of 7 

years or more in the hands of the taxpayer 

when it is placed in service. 

Clauses ( i) and ( ii) of the preceding sentence shall 

be 'applied on the basis of facts known at the close 

of the taxable year of the taxpayer in which con

struction begins (or, if later, at the close of the first 
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taxable year to which an election under this sub

section applies) . 

" (B) NORMAL CONSTRUCTION PERIOD.-For 

purposes of subparagraph (A) , the term 'normal 

construction period' means the period reasonably e:x

pected to be required for the construction of the 

properly-

" (i) beginning with the date on which 

physical work on the consttuction begins (or, 

if later, the first day of the first taxable year to 

which an election under this subsection ap-

plies), and 

" ( ii) ending on the date on which it is 

expected that the property will be available for 

placing in service. 

" ( 3) QUALIFIED PROGRESS EXPENDITURES DE

FINED.-For purposes of this subsection-

" (A) SELF-CONSTRUCTED PROPERTY.-ln the 

case of any self-constructed property, the term 

'qualified progress expend~tnres' means the amount 

which, for purposes of this subpart, is properly 

chargeable (during such taxable· year) to capital 

account with respect to such property. 
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"(B) NoN-SELF-coNsTRUCTED PROPERTY.

In the case of non-self-constructed property, the 

term 'qualified progress expenditures' means the 

l~ser of-

" (i) the amount paid during. the taxable 

year to another person for the constnwtion of 

such property, or 

"(ii) the amount which represents that 

proportion of the overall cost to the taxpayer of 

the construction by such other person which iR 

properly attributable to that portion of such 

construction which is completed · durin~ such 

taxable year. 

" ( 4) SPECIAL RULES FOR APPLYING P ARAGR.APH 

( 3) .-For purposes of paragraph ( 3) -

"(A) CoMPONENT PARTS, ETC.-Property 

which is to be a component part of, or is otherwiRA 

to be included in, any progress expenditure property 

shall be taken into account-

"(i) at a time not earlier than the time at 

which it becomes irrevocably devoted to use in 

the progress expenditure property, and 

" ( ii) as if (at the time referred to in 

clause (i)) the taxpayer had expended an 

amount equal to that portion of the cost to the 
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taxpayer of such component or other property 

which, for purposes of this subpart, is properly 

chargeable (during such taxable year) to capi

tal account with respect to such property. 

'l (B) CERTAIN BORROWINGS DISREG.ARDED.

Any amount borrowed directly or indirectly by the 

taxpayer from the person constructing the propetty 

for him shall not be treated as an amount expended 

for such construction. 

" ( 0) CERTAIN UNUSED EXPENDITURES CAR

RIED OVER.-In the case of non-self-constructed 

property, if for the taxa.ble year-

" ( i) the amount under clause ( i) of para

graph (3) (B) exceeds the runount under clause 

( ii) of paragraph ( 3) (B) , then the amount of 

such excess shall be taken into account under 

such clause (i) for the succeeding taxable year, 

or 

" ( ii) the amount under clause ( ii) of 

paragraph ( 3) (B) exceeds the amount under 

clause ( i) of paragraph ( 3 ) (B) , then the 

amount of such excess shall be taken into ac

count under such clause ( ii) for the succeeding 

~ruble year. 
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" (D) DETERMI~ ATION OF PERCENTAGE OF 

COMPLETION.-In the ca'Se of non-sell-constructed 

property, the determination under paragraph ( 3) 

(B) (ii) of the proportion of the ov~rall cost to 

the taxpayer of the construction of any property 

which is properly attributable to construction com

pleted during ·any taxable year shall be made, under 

regulations prescribed by the Secr~tat.y or his dele

gate, on the basis of engineeting or architectural 

estimates or on the basis of cost accounting record~ .. 

Unless the taxpayer establishes otherwise by clear 

and convincing evidence, the construction shall be 

deemed to be completed not more rapidly than 

ratably over the normal construction period. 

"(E) No QU4,LIFIED PROGRESS EXPENDI

TURES FOR CERTAIN PRIOR PERIODS.-ln the case 

of any .property, no qualified progress expenditures 

shall be taken into account under this subsection 

for any peritod before January 22, 1975 (or, if 

lat~r, before the first day of the first taxable y~ar 

to which an election under this subsection applies) . 

"(F) No QUALIFIED PR.OGRESS EXPENDI

TURES ~OR PROPERTY FOR YEAR IT IS PLACED 'lN 

SERVICE, ETC.-In the case: _(If any property, no 
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qualified progress expenditures 'Shall be taken into 

account under this 'Subsection for the ea·rlier of-

" ( i) the taxable year in which the property 

is placed in service, or 

" ( ii) the first taxable year for which re

capture is required under section 4 7 (a) ( 3) 

with respect to such property, 

or for any taxable year thereafter. 

" ( 5) OTHER DEFINITIONS.-For purposes of this 

stlbsection-

" (A) SELF-cONSTRUCTED PROPERTY.-The 

term 'self-constructed property' means property 

more than half of the construction expenditures for 

which it is reasonable to believe will be made di

rectly by the taxpayer. 

"(B) NoN-SELF-cONSTRUCTED PROPERTY.--

The term 'non-self-constructed property' means 

property which is not self-constructed property. 

"(C) CONSTRUCTION, ETC.-The term 'con

struction' includes reconstruction and erection, and 

the term 'constructed' includes reconstructed and 

erected. 

"(D) ONLY CONSTRUCTION OF SECTION 3 8 

PROPERTY TO BE TAKEN INTO ACCOUNT.--Con-
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struction shall he taken into account ooly if, for pur

poses of this subpart, expenditure,; therefor are 

·properly chargeable to capital account with respect 

to the property. 

' ' ( 6) EtEOTllON • .....-A~ electioh under this subsection 

may be matle at such time and in such manner as the 

Secretary or his delegate may by regulations prescribe. 

Such an eletltion shall apply to the: ·hmable year Ior 

which mttde and to aU subseql:.ent taxable years. Such an 

election, once made, may not be revoked except with 

the consent of the Sero-etary or his delegate. 

" ( 7) TRA;NSm'ION.AJJ RULES.-The q11ali:fied invest

ment taken into account under this subsection for any 

taxable yea:r beginnmg before JanuaV"y 1, 1980, with 

respect to any property shall be (in lieu of the full 

amount) an amount equal to the sum b'f-

" 
1
( A) the ~plicable percentagE of the full 

amount determined under the f0llo\fing table : 

"For a taxable year The applicable 
beginning in: percentage is: 

1974 or 1975~-----------------~- ... ~--.. -------- 20 
1976________________________________________ 40 

1977 --+-----~------------------~----·------- 60 1978________________________________________ 80 

1979 ---------------------~---~-------------- 100; 

plus 

"(B) in the case of any property to which this 

subsection applied for one or more preceding taxable 
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j 

years, 20 pe~eent of the fuLl amount for each such 

preeeding taxable year. 

For purposes of this paragrapln., the term 'full amount', 

when used with respect to any property for any taxable 

year, means the amount of the qualified investment for 

such property for such year determined nnder this sub

section without regard to this paragraph." 

(b) CONFORMING AMENDMENTS.-

( 1 ) AMENDMENT OF SECTION 4 6(e).-8ection 46 

(c) (relating to qualified investment) is amended by 

adding at the end thereof the f.oHowing new pamgraph: 

" ( 4) COORDINATION WITH SUBSECTION (d).

The amount which would (hut for this paragraph) be 

treated as qualified investment under this subsection with 

respect to any property shall be reduced (but not below 

zero) by any amount treated by the t~payer or a 

predecessor of the taxpayer (or, in the case of a sale and 

leaseback described in section 47 (a) (3) (C) , by the 

lessee) as qualified investment with respect to such prop~ 

erty under subsection (d), to the extent the amount so 

treated has not been required to be recaptured by reason 

of section 47 (a) (3) ." 

(2) AMENDMENT OF SECTION 46(a)(1).-Para

graph ( 1) of section 46 (a) (as ·in effect without the 

amendment made by section 301 (a) ) is amended by 
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striking out " (as defined m subsection (c) ) " and 

inserting in lieu thereof " (as determined under sub-

sections ( c f and (d) ) ". 

(3) DISPOSITION, ETC.-

( A) Subsection (a) of ,gection 47 (relating to 

certain dispositions, etc., of section 38 property) is 

amended by redesignating paragraph ( 3) as para

graph ( 4) and by inserting after paragraph ( 2) the 

following new paragraph: 

" ( 3) PROPERTY CEASES TO BE PROGRESS EXPEND-

ITURE PROPERTY.-

"(A) IN GENERAL.-If during any taxable 

year any property taken into account in determin ... 

ing qualified investment under section 46 (d) cea'Ses 

(by reason of sale or other disposition, cancellation 

or abandonment of ·contract, or otherwise) to be, 

with respect to the taxpayer, property which, when 

placed in s·ervice, will be new section 38 property, 

then the tax under this chapter for such taxable year 

shall be increased by an amount equal to the aggre

gate decrea'Se in the credits allowed under section 38 

for all prior taxable years which would have resulted 

solely from reducing to zero the qualified investment 

taken into account with respect to such property. 

"(B) CERTAIN EXCESS CREDITS REOAP-
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TURED.-Any amount which would have been ap

plied as a reduction of the qualified investment in 

property by reason of paragraph ( 4) of section 46 

(c) but for the fact that a reduction under such 

paragraph cannot reduce qualified investment below 

zero shall 'be treated as an amount required to be 

recaptured under subparagraph (A) f<>r the taxable 

year in which the property is placed in service. 

" ( 0) CERTAIN SALES AND l.EASEBACKS.

U nder regulations prescribed by the Seoretary or 

his delegate, a sale by, and leaseback to, a taxpayet 

who, when the property is placed in service, will 

be a lessee to whom section 48 (d) applies shall not 

be treated as a cessation described in subparagraph 
' 

(A) to the extent that the qualified investment 

which will be passed through to the lessee under sec

tion 48 (d) with respect to such property does not 

exceed the qualified progress expenditures properly 

taken into account by the lessee with resp~ct to such 

property. 

"(D) COORDINATION WITH PARAGRAPH (1).

If, after property is placed in service, there is a 

disposition or other cessation described in paragraph 

( 1), paragraph ( 1) shall be applied as if any credit 

which was allowable by reason of section 46 (d) 
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and which has not been required to be recaptured 

befc.re sllch cessation were allowable for the taxable 

year the property was plaood in service." 

(c) CLERICAL Al\lE:ND:M:ENTS.-

( 1) Paragmph ( 4) of section 4 7 (a) (as redesig

nated by subsection (b) ( 3) (A) of this section) is 

amended by striking out "paragraph ( 1) " and inserting 

in lieu thereof "p&ragraph ( 1 ) or ( 3) ". 

( 2) Paragraphs ( 5) and ( 6) (B) of section 4 7 (a) 

are each amended by stiiking out "paragraph ( 3) " and 

inserting in lieu thereof "patagraph ( 4) "0 

( 3) Paragraphs ( 1) and ( 2) of section 48 (d) are 

each amended by striking out "section 46 (d) ( 1)" and 

inserting in lieu thereof "sectron 46 (e) ( 1 ) ". 
• 

( 4) Subsection (f) of section 50B is amended by 

16 striking out "section 46 (d) " and insertin~ in lieu thereof 

17 "seetion 46 (e) ". 

18 SEC. 303. INCREASE IN CORPORATE SURTAX EXEMPTION. 

19 (a) GENERAL RULE ......... Section 11 (d) (relating to sur-

20 tax exemption) is amended by striking ·out "$25,000" and 
' 

21 inserting in lieu thereof "$50,000" 0 

22 (b) TEOHNICAL AND CoNFORMING AMENDMENTS.-

23 ( 1) Paragra,ph ( 1) of section 1561 (a) (as in effect 

24 for taxa!ble years beginning after December 31, 1974) 

25 (relating to limitations on certain multiple tax benefits 

33 

1 in the case of certain controlled corporations) is amended 

2 by striking out "$2·5,000" ·and inserting in lieu thereof 

3 "$50' 000" 0 

4 (2) Paragra.ph (7) of section 12 (nlating to cross 

5 referenc~ for tax on corporations) is amended by striking 

6 out "$25,000" and inserting ·in lieu ther·eof "$50,000" 0 

7 ( 3) Section 962 (c) (relating to surtax exemption 

8 for individuals electing to be subject to tax at oorpomte 

9 rates) is ·amend~d by striking out "$25,0QO" and insert-

10 ing in lieu th€reof "$50,000" 0 

11 SEC. 304. EFFECTIVE DATES. 

12 (a) FoR SECTION 301.-

13 (1) INCREASE OF INVESTMENT CREDIT TO 10 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

PERCENT.-The amendments made by subsections (a) 

and (b) ( 1) of section 301 shall apply to-. 

(A) property placed in service after J anu

ary 21, 1975, and before January 1, 1976, in tax

able years ending after January 21, 197 5, 

(B) property-

( i) tWquired pursuant to orders placed 

before January 1, 197.6, and 

(ii) p]JlQed in service in 1976 in taxable 

years e.Q.ding after Dec~mber 31, 197 5, 

(C) property the oonstmction, r~copstruction, 

or erection of which is completed by the taxpayer 
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and which is placed in service after December 31, 

1975, but only to the portion of the basis of such 

pr{)perty which is properly attributatble to construc

tion, reconstruction, or erection by the taxpayer 

after January 21, 1975, and before January 1, 

1976, and 

(D) qualified progress expenditures, as de

scribed in section 46 (d) of the Internal Revenue 

Code of 1954, made after January 21, 1975, and 

before January 1, 1976, but only to the portion 

of the basis of the progress expenditure property, 

as described in such section 46 (d) , which is prop

erly attributable to construction, reconstruction, or 

erection for the taxpayer after January 21, 1975, 

and before January 1, 1976. 

(2) INCREASE IN 50-PERCENT LIMITATION.-The 

amendment made by subsection (b) (2) of section 301 

shall apply to taxable years beginning after Decem

ber 31, 1974. 

( 3) INCREASE IN LIMITATION ON USED PROP

ERTY.-Tbe amendments made by subsection (d) of sec

tion 301 shall apply to taxable years beginning after 

December 31, 1974, and before January 1, 1976. 

(b) FoR SECTION 302.-The amendments made by sec-

35 

14 tion 302 shall apply to taxa)ble years ending after Decem-

15 her 31, 1974. 

16 (c) FoR SECTION 303.-

17 

18 

19 

20 

21 

22 

23 

24 

( 1} IN GENERAL.-The amendments made by sec

tion 303 shall apply to taxable years ending after De

cember 31, 1974. Such amendments shall cease to apply 

for taxable years ending after December 31, 1975. 

(2) CHANGES TREATED AS CHANGES IN TAX 

RATE.-Section 21 (relating to change in rates during 

taxable year) is amended by adding at the end thereof 

the following new subsection : 

25 " (f) INCREASE IN SuRTAX ExEMPTION, ETC.-In 

14 applying subsection (a) to a taxable year of a taxpayer 

15 which is not a calendar year, the change made by section 

16 303, and the change made by the second sentence of section 

17 304 (c) ( 1) , of the Tax Reduction Act of 197 5 in section 

18 11 (d) (relating to corporate surtax exemption) and in sec-

19 tion 962 (c) (relating to individuals electing to be taxed 

20 at corporate rates) shall each be treated as ,a change in a 

21 rate of tax." 



36. 

Amend th~ title so as to read: "A bill to amend the 

Internal Revenue Code of 1954 to provide for a refund of 

1974 individual income taxes, to increase the low income 

allowance and the percentage standard deduction, to provide 

a credit for certain earned income, to increase the investment 

credit and the surtax exemption, and for other purposes.". 

0 
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IN THE SENATE OF THE UNITED STATES 

FEBR'UARY 6, 1975 

Read twice and referred to the Committee on Finance~ under the authority of 
the order of the Senate of February 5, 1975 

AN ACT 
To suspend for a ninety-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 import adjustment action, with respect to petroleum or 

products deriYed therefrom; to negate any such action which 

may be taken by the President after January 15, 1975, and 

before the begirwing of sn(_'h niuety:-day period; and for other 

purposes. 

1 Be it' enacted by the Senate and Ilouse of Representa-

2 tives of the United States of Ame1·ica in Congress assembled, 

3 That, during the period beginning on the date of the enact

'~ ment of this Act and ending at the close of the ninetieth day 

5 thereafter, nothing in section 232 (b) of the Trade Expansion 

II 



1 Act of 1962 ( 19 U.S.O. 1862 (b) ) or in any other provision 

2 of law shall be deemed to grant to the President any an-
' 

3 thority to adjust imports of petroleum or any product derived 

4 therefrom. 

5 SEc. 2. (a) ( 1) Any action which is taken after January 

6 15, 1975, and before the date of the enactment of this Act 

7 by the President under section 232 (b) of the Trade Expan-

8 sion Act of 1962 or any other provision of law which results 

9 in the imposition of a rate of duty on petroleum or any 

10 product derived therefrom shall cease to have effect on the 

11 date of the enactment of this Act, and the entry or with-

12 drawal of petroleum and any product derived therefrom on 

13 or after such date of enactment shall be duty free. 

14 (2) Upon appropriate request therefor filed with the 

15 customs officer concerned on or before the sixtieth day after 

16 the date of the enactment of this Act, the entry or with-

17 drawal of petroleum or a.ny product derived therefrom to -

18 which a rate of duty imposed by the President (pursuant to 

19 any action by him after January 15, 1975, and before the 

20 date of the enactment of this Act under such section 232 (b) 

21 or any other provision of law) applies shall, notwithstant~-

22 ing the provisions of section 514 of the Tariff Act of 1930 

23 or any other provision of law, be liquidated or reliquidated 

24 as if no duty applied to such entry or withdrawal. 

25 · (b) ( 1) Any action which is taken after January 15, 

1 1975, and before the date of the enactment of this Act by 

2 the President under section 232 (b) of the Trade Expansion 

3 Act of 1962 or any other provision of law which results in 

4 the imposition of a tax or fee on the importation ~f petroleum 

5 or any product deriYed therefrom which is higher than the 

6 tax or fee imposed on the importation of petroleum or any 

7 such product on January 15, 1975, shall cease to have effcet 

8 on the date of the enactment of this Act; and the tax or fee 

9 imposed on the importation of petroleum or any product 

10 derived therefrom after such date of enactment shall be the 

11 tax or fee in effect on January 15, 1975. 

12 ( 2) Upen request therefor filed with the appropriate 

13 Federal agency on or before the sixtieth day after the date 

14 of the enactment of this Act, the amount of any tax or fee 

15 imposed by the President (p'ursuant to any action by him 

16 after January 15, 1975, and before the date of the enact-

17 ment of this Act under such section 232 (b) or any other 

18 provision of law) and paid by any person ?n the importation 

19 of petroleum or any product derived therefrom which exceeds 

20 the tax or fee that was imposed with respect to the importa-

21 tion of petroleum or praducts derived thero~rom on Jnn-

22 uary 15, 1975, shall be rebated to such person. 

23 SEc. 3. If during the ninety-day period referred to m 

24 the first section of this Act-
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( 1) the Congress declares war, 

( 2) United States Armed :Forces are introduced 

into hostilities pursuant to specific statutory anthoriza-

tion, 

(3) a national emergency is created by attack upon 

the United States, its territories or possessions, or its 

Armed Forces, or 

( 4) U nitcd States Armed Forces are introduced 

into such hostilities, situations, or places, or are enlarged 

in any foreign nation, under circumstances which re-· 

quire a report by the President to the C.ongress pur

suant to section 4 (a) of the War Powers Resolution 

(50 U.S.C. 1453 (a)), 

14 the first section of this Act shall not thereafter apply. 

15 SEc. 4. Nothing in the first section and sections 2 and 

16 3 of this Act shall be deemed to affect the validity of any 

17 proclamation or executive order issued before January 16, 

18 1975, by the President under section 232 (b) of the Trade 

19 Expansion Act of 1962. 

Passed the House of Representatives February 5, 1975. 

Attest: W. PAT JENNINGS, 

Clerk. 

.. 
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AN ACT 
To suspend for a ninety-day period the author

ity 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 import adjustment action, with 
respect to petroleum or products derived 
therefrom; to negate any such action which 
may be taken by the President after Janu
ary 15, 1975, and before the beginning of 
such ninety-day period; and for other 
purposes. 

FEBRUARY 6, 1975 

Read twice and referred to the Committee on Finance 
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IN 'l'HE SENATE OF THE UNI'rED STATBS 

FEBRUARY 6, 1975 

Read twice and referred to the Committee on Finance, under the authority of 
the order of the Senate o:f February 5, 1975 

AN ACT 
To suspend for a nil'lety:..day period the authority of the President 

under section 232 of the Trade ;Expansion Act of 1062 or 

any other provision of law to increase tariffs, or to take any 

other import adjustment action, with respect to petroleum or 

products del'ived therefi·om; to negate any such action which 

may be taken by the !?resident after January 15, 1975, and 

before the beginning of such ninety-day period; and for other 

purposes. 

1 Be it enacted by the Senate and House of Represcnta-

2 tives of the United States of America in Congress assembled, 

3 That, during the period beginning on the date of the enact

'~ ment of this Act and ending at the close of the ninetieth day 

5 thereafter, nothing in section 232 (b) of the Trade Expansion 

II 



1 Act of 1962 ( 19 U.S.C. 1862 (b) ) o,r in any other provision 

2 of law shall be deemed to grant to the President any an-

3 thority to adjust imports of petroleum or any product d.erived 

4 therefrom. 

5 SEc. 2. (a) ( 1 ) Any action which is taken after January 

6 15, 1975, and before the date of the enactment of this Act 

7 by the President under section 232 (b) of the Trade Expan-

8 sion Act of 1962 or any other provision of law which results 

9 in the imposition of a rate of duty on petroleum or any 

10 product derived therefrom shall cease to have effect on the 

11 date of the enactment of this Act, and the entry or with-

12 dra wal of petroleum and any product derived therefrom on 

13 or after such date of enactment shall be duty free. 

14 (2) Upon appropriate request therefor filed with the 

15 customs officer concerned on or before the sixtieth day after 

16 the date of the enactment of this Act, the entry or with-

17 drawal of petroleum or any product derived therefrom to 

18 which a rate of duty imposed by the President (pursuant to 

19 any action by him after January 15, 197 5, and before the 

~0 date of the enactment of this Act under such section 232 (b) 

21 or any other provision of law) applies shall, notwithstant~-

22 ing the provisions of section 514 of the Tariff Act of 1930 

23 or any other provision of law, be liquidated or reliqnidated 

24 as if no duty applied to such entry or withdrawal. 

25 (b) ( 1) Any action which is taken after January 15, 

3 

1 1975, and before the date of the enactment of this Act by 

2 the President undet section 232 (b) of the Trade Expansion 

3 Act of 1962 or any other provision of law which results in 

4 the imposition of a tax or fee on the importation of petroleum 

5 or any product derived therefrom which is higher than the 

6 tax or fee imposed on the importation of petroleum or nny 

7 such product on January 15, 1975, shall cease to have effect 

8 on the date of the enactment of this Act; and the ta~ or fee 

9 imposed on the importation of petroleum or any product 

10 derived therefrom after such date of enactment s~all be the 

11 tax or fee in effect on January 15, 1975. 

12 ( 2) upon request therefor filed with the appropriate 

13 Federal agency on or before the sixtieth day after the date 

14 of the enactment of this Act, the amount of any tax or fee 

15 imposed by the President (pursuant to any action by him 

16 after January 15, 1975, and before the date of the enact-

17 ment of this Act under such section 232 (b) or any other 

18 provision of law) and paid by any person on the imJH>rtation 

19 of petroleum or any product derived therefrom which exceeds 

20 the tax or fee that was imposed with respect to the importa-

21 tion of petrolenm or products derived therefrom on Jan-

22 uary 15, 1975, shall be rebated to such person. 

23 SEC. 3. If during the ninety-day period referred to m 

24 the first section of this Act-
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1 ( 1) the Congress declares war, 

2 ( 2) United States Armed Forces arc introduced 

?, into hostilities pursuant to specific statut~ry authoriza-

4 tion, 

G ( 3) a national emergency is created by attack upon 

G the United States, its territories or possessions, or its 

7 Armed Forces, or 

8 (4) United States Armed Forces are introduced 

9 into such hostilities, situations, or places, or are enlarged 

10 in . any foreign nation, under cireumstan~es which re-

11 quire a report by the President to the Congress pur-

12 snant to section 4 (a) of the vV ar Powers Resolution 

13 {50 U.S.C. 1453 (a)), 

14 the first section of this Act shall not thereafter apply. 

15 SEC. 4. Nothing in the first section and sections 2 and 

16 3 of this Act shall be deemed to affect the validity of any 

17 proclamation or executive order issued before January 16, 

18 1975, by the President under section 232 (b) of the Trade 

19 Expansion Act of 1962. 

Passed the House of Representatives February 5, 1975. 

Attest: W. PAT JENNINGS, 

Clerk. 
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AN ACT 
To suspend for a ninety-day period the author

ity 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 import adjustment action, with 
respect to petroleum or products derived 
therefrom; to negate any such action which 
may be taken by the President after Janu
ary 15, 1975, and before the beginning of 
such ninety-day period; and for other 

. purposes. 

FEBBUABY 6, 1975 

Read twice and referred to the Committee on Finance 
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Calendar No.3 
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IN THE SENATE OF THE UNITED STATES 

JANUARY 23,1975 

Mr. KENNEDY (for himself, Mr. JACKSON, Mr. AooUREzK, Mr. BAYH, Mr. 
BENTSEN, Mr. BmEN, Mr. BRooKE, Mr. BuMPERs, Mr. BuRDICK, Mr. RoBERT 
C. BYRD, Mr. CmLEs, Mr. CHURCH, Mr. CLARK, Mr. CRANsTON, Mr. CuLVER, 
Mr. EAGLETON, Mr. EASTLAND, Mr. FoRD, Mr. GLENN, Mr. GARY W. HART, 
Mr. PHILIP A. I!ART, Mr. HARTKE, Mr. HAsKELL, Mr. HATFIELD, Mr. HATH
AWAY, Mr. HoLLINGs, Mr. HuDDLESTON, Mr. HuMPHREY, Mr. LEAHY, Mr. 
McCLELLAN, Mr. McGoVERN, Mr. MciNTYRE, Mr. MAGNusoN, Mr. MANS
FIELD, Mr. ~TCALF,Mr. MoNDALE,Mr. MoNTOYA, Mr. Moss, Mr. MusKIE, 
Mr. NELSoN, Mr. PAsTORE, Mr. PELL, Mr. PROXMIRE, Mr. RANDOLPH, Mr. 
RIBICoFF, Mr. STAFFORD, Mr. STEVENSON, Mr. STONE, Mr. SYMINGTON, Mr. 
TuNNEY, Mr. WEICKER, and Mr. WILLIAMS) introduced the following joint 
resolution; which was read twice, and by unanimous consent, ordered to be 
placed on the calendar 

JOINT RESOLUTION 
To prohibit for a period of sixty days the imposition of tariffs, 

fee~, and quotas on oil imports and t~e lifting of all price 

controls on domestic oil, and to thereafter require the sub

mission to, and the right of approval of the Congress of any 

such action within thirty days. 

Whereas the President's State of the Union message announces 

his intention to levy new fees on imports of crude oil and 

petroleum products and to lift all price controls on domestic 

oil under the authority of existing law; 

II 



2 

Whereas the Congress expressed in the Trade Act of 197 4 its 

desire that public participation be required prior to the use 

of the President's authority under the national security pro

visions of the Trade Expansion Act of 1962, as amended; 

Whereas imposing import fees and lifting price controls would 

increase the price of crude oil and all petroleum products, 

including home heating oil and residual fuel oils, substan

tially, thereby creating major inflationary pressures through

out the economy; 

Whereas consumption of home heating oil and residual fuel oil 

already has been reduced substantially in many areas of the 

country and therefore imposition of import fees and the 

lifting of price controls will result in higher prices to con

sumers with little corresponding reduction in oil consump

tion; 

Whereas the policy of lifting price controls and using new im

port fees to reduce energy consumption represents a funda

mental policy change as stated by the President in his State 

of the Union message; 

Whereas the purpose of this joint resolution is to permit the 

Congress a reasonable period of time to review and, if 

desirable, to develop fair and equitable alternatives to the 

President's proposals to impose a $3 per barrel_ oil import 

fee and to remove all existing price controls on domestic 

oil by April 1, 1975: Now, therefore, be it 

1 Resolved by the Senate and House of Representatives 

2 of the United States of America in Congress assembled, 

3 ·That, after the date of enactment · of this 

4 joint resolution-

3 

1 (a) ( 1 ) No new tariff, fee <>r other charge, and no 

2 increase in existing ta.riffs, fees or other charge on imports 

3 of crude oil or petroleum products in effect on January 1, 

4 1975, may be imposed except in accordance with subsection 

5 (b) of this section ; 

6 ( 2) No new quota or other limitation on imports of 

J crude oil or petroleum product other than those in effect 

8 on January 1, 1975, may be imposed except in accordance 

9 with subsection (h) of this section; and 

10 ( 3) No increase in the price permitted for oil now 

11 classified as "old" oil under regulations promulgated pursuant 

12 to section 4 of the Emergency Petroleum Allocation Act of 

13 1973 ( 87 Stat. 629) and in effect on January 1, 1975, 

14 may be established except in accordance with subsecti6n 

15 (b) of this section. 

16 (b) No action covered by the provisions of subsections 

17 (a) ( 1) through ( 3) may be undertaken unless: 

18 ( 1) such action is specifically authorized by law 

19 enacted after the date of enactment of this joint resol'ti-

20 tion; or 

21 ( 2) the specific action proposed to be taken is sub-

22 mitted to both Houses of the Congress. Each House 

23 then shall have the opportunity to disapprove of such 

24 action within thirty days of the reeeipt of the proposal, 

25 pursuant to the procedures provided for in sections 906 



4 

1 (a)', (b), and (c), 908, 909, 910, 911, 912, and 913 

2 of title 5, United States Code, except that for the pu:r-

3 poses of this joint resolution, 

4 (A) the period of congressional revww and 

5 opportunity shall be thirty calendar days rather 

6 than sixty calendar days; 

7 (B) any reference in such sections to "reor-

8 ganiza tion plan" shall be deemed to be a reference 

9 to ''petroleum pricing actions" which for the pur-

10 poses of this joint resolution shall mean all actions 

11 referred to in subsections (a) ( 1) through ( 3) of 

12 this joint resolution; and 

13 (C) such thirty-day review period shall begin , 

14 on the sixtieth day after enactment or when such 

15 action is submitted to the Congress if it is submitted 

16 after the sixtieth day. 

17 If such action is disapproved by either House within the 

18 thirty-day review period, no officer or agency shall have 

19 authority to take any action inconsistent with the pro-

20 visions of subsection (a) of this joint resolution. 
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94TH CONGRESS s J RES 12 1ST SESSION • • • 

JOINT RESOLUTION 
To prohibit for a period of sixty days the imposition of 

tadfrs, fees, and quotas on oil imports and the lift· 
ing of all price controls on domestic oil, and to 
thereafter require the submission to, and the right 
of approval of the Congref¥'1 of any such action 
within thirty days. 

By Mr. KENNEDY, Mr. JACKSON, Mr. ABOUBEZK, Mr. 
BATH, Mr. BENTSEN, Mr. BIDEN, Mr. BROOKE, Mr. 
BUMPERS, Mr. BURDICK, Mr. ROBERT C. BYRD, Mr. 
CHILES, Mr. CHURCH, Mr. CLARK, Mr. CRANSTON, 
Mr. CULVER, Mr. EAGLETON, Mr. EASTLAND, Mr. 
FORD, Mr. GLENN, Mr. GARY W. IIART, Mr. PHILIP 
A. IIABT, Mr. HARTKE, Mr. HAsKELL, Mr. HATFIELD, 
Mr. IIATHAW.AY, Mr. HOLLINGS, Mr. HUDDLESTON, 
Mr. HUMPHREY, Mr. LEAHY, MT. McCLELLAN, Mr. 
McGOVERN, Mr. MciNTYRE, Mr. MAGNUSON, Mr. 
MANSFIELD, Mr. METcALF, Mr. MoNDALE, Mr. MoN· 
TOYA, Mr. Moss, Mr. ·MUSKIE, Mr. NELSON, Mr. 
PASTORE, Mr. PELL, Mr. PROXMIBE, Mr. RANDOLPH, 
Mr. RIBICOFF, Mr. STAFFORD, Mr. STEVENSON, Mr. 
STONE, Mr. SYMINGTON, Mr. TUNNEY, Mr. WEIOKEB, 
and Mr. WILLIAMS 

JANUARY 23, 1975 

Read twice and ordered to be placed on the calendar 
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H.R. 2166 
TAX REDUCTION ACT OF 1975 

The bill provides the following tax reductions: 

Refuml tm 1.911,. ta:n liabifity.-Tha bill provides a refund on 1974 
ta."t hability to be paid in one installment beginning in l\[ay 197'5. It 
will generally equal 10 percent of tax liability up to n maxinmm of 
$200. Howc~n·r. all inxpayt>1·s willrecein• n rt>fuml of at h~11st $100 (or 
tl1~ nmonnt of t'hei1· adtml tax liahilitv if less tlwn $100). Tht:> refund 

' will bE> plmS<"d dpwn fz-om tlw mnxiumin of $200 to $100 ns u t~lxpa:v(·r's 
income rist•s from $20,000 to $ilO.OOO. Tim ren•uue loss of the 1914 l'C-
fnnd is t•XpPcted to hf' $::1.1 billion. . 

lturre"se in. the standard declucfion.-Thc bill raises tl1e minimum 
21hmdnrd cl!:'duction f1·om $V100 to $l.!lOO for sinl!lc persons and $2.:>00 
for joint returns. It also increases the percentage standard dednction 
from 15 percent of adjusted gross income with n maximum of $2,000 

·to }(> pen·l'nt with a maximum of $~.!\00 fol' sin;rh~ pN-sons :md $2.000 
for joint returns. These changes hwolve a re•enne loss of $.;.1 billion, 
nnd is expC'ctecl to t'<'SttJt in n shift of almost 10 million t·ettu·Jt.<; from 
itemb:t•<l flNlnrtions to tlte stnnrl:n·d dt>duction. 

Kejundablt1 m·edit O'n. earned income.-The bill provide;; for a re
fumlable credit of 5 percent of en,rned income up to n mnsimnm of 
$200-closely matching tlle social security tax on tl1e first $+,000 of 
income. The credit will be phased ont :&:om tlle maximum $200 to zero 

. as adjtistccl gross income rises from $4,000 to $6,000. This change in-
voh·es n l"CY<'llUe loss of $ll billion. . . 

/ncrMse in· the investment tar.c cre(lit.-:-The invl'stment fax credit 
rnte is increased for all taxpayers (induding public t~tiJities) to 10 
percent f1·om 7 percent {from 4 percent in the cnse of certnin public 
utilities). (Th~ nclclitionul el'eclit for puhlic utilitirs is limited to $100 
million for nu~· one- tnxpnym·.) In addition. in the case of public utili
ties tl1e limitation on t1u~ nmotmt. of tnx liabilitY tlmt m:w be offset bv · 
t1te investment tux credit in n wnr is increust'fffrom aO pen·ent to 100 
pt-reent for a 2-;reat· period mid then is ~rnclnnlly rerlnced hnck to the 
50-lX'rrent lt·V~} over a 5-y<'nr pt'I'i?cl. In the rase of long 1E>Iicl-tinu! __ 
pmJlt'ttY. thnt ts, propeth· tJmt r-eqtures mot-e t1uu12 venrs to ronsh·nct, 

·tbe bilffnrther provi<les'thnt the investment tnx ct·cdit is to he avail
able to the extent tlmt progt"('SS pu~rmeuts are mnde during the construC'
tion pt't'iocl (rathe-r tlum in th<' Yf'IH' when t1re rwop<>rtv is ttltimnh•iy 
placed .in service). with nn initial a-year transitional ri1le to plmse in 
!he n<'W .s.Ystt>m. Fin:! H.~·· t)tr- nmonnt of n&'d pro)wr·_t)· t'li!!ih1<' for t.he 
mve.stmflnt tax crerltt 15 mrrensed from $i'i0,000 to $75,000. ThB m
cren..~:erllO-percent: crNlit is to he nvai1nhle for property plnrerl in serv
ice after .Tannary 21. 1!l'r:>, and before .T:muary 1. 1!Jift (In tlu~ case 
of lll"OP~rty aeqnired pm'!'-lnnnt to nn Ol'oer pln<'cd hefore .January 1, 
~fi7fLt!n• 10-pN·N•nt r1wlit_.is to h~ 1Wailnhlr if tht> prop~rtr is pln~ecl 
m S£"1'\"tee hr thf' Pnd of J0t6, :1ml m the rnsP of eonstrnchon of'cnrrmg 
nftPl' .Tammr~· 21. 1 !lii'i. thli' 1 0-pt>l'('tmt crf•dit i~ to l>f' nvnilnlllt' for the 
portion of tl1<> ronstt·u~'tion O~"rnnhw hl'fore .TnnmHT 1. Hli6 refT!u·d
lPss of wlu•n t}u-., JwopettJ· is plnrerl i~ sPt·,·iee.) ThC' l"('\·enne lo~sft·om 
tl1P~ "l'n~!~s !n t!w innshn<'nt rt·<'rli! is Pstimntefl nt ~.9 billion (of 
wh,«>ll ~L· ht ll10n 1~ (lXJWf'tPrl to orrur tn 197i1f. · 

lm:t'P.n:te in f.'he rm·pm·nle RU.?'fnm f!me.m.'!>Hrm.--To aid small busi
nesses, the smtnx PXPnmtion (to ''"hich tlw 22-perctmt corporate tax 
rate rntlui!r tlum tlu• 48-pet·cent t·ate npplies) is inrrenspd from tl1e 
Pft'St"nt B~a.OOO to ~;mo.ooo. This is e~p<'cteii to rPdnro revenue by 
$1.2 hill ion. · • 

Ef!eF-f.h·e rlnft>.~-In ,2E'neral. tlle provisions inelmlecl in t1H~ Tnx Re· 
. clnchon A.rt of ~~'Til nr~ f? npply for a ?n<';;t·~:n- pPnod (for !l1e 
cal-=:ndnr '.:('rtr l~w). TJns 1s bf'r.nn;::e tlte htll 1s mtE>ndPd to provHle 
!in ?~meclmte ~fl~mlns for the Pronom;l· .nt this timf'. Tn the case of 
md1vtclunls. tlnP: lS a lump snm r<'bnte of lfl74 tnx liability plns in· 
C'PnSt>cl h1)n .. -homp p:n· ns n rf'snlt of 1mr<'r withho1f1inrr t•t•flertin!! th-e
cllnll!!t'S Hl the stnndnr~ cle(htf'tion nncl tlw Jl('W fllll'nerJ ineome credit. 
In th~ <'liS<" of ro:-p~rntoons. th{' stimnlns 1s tl1e irH·c>ntirt- to pnn·lu~sl" 
mae~unpr:r ~1d eqnm;n<>nt as :1 rc~ult of tJH-· itwt·<';l:;ed inve.f!hnent 
C'l'('Cht f!llcl aJ .. o J:e>!lllr'<'H tnx<'s. pl·tm:n·;l.'· fonmutll hn~hw;::sp;;:. n!-1 a r<'~ult 
of the lllt'1'~<1Sf' lll t1H' ::n;rtnx ~-'":llPt!on. Tn tax IP!ri;::intion to l1~: nPtP£1 
on later· tins ;renr·. dPnhn7 \nth ener~'Y and tax reform. t1H' cormflit
tee e~p.erts to make thes~? rl1:m.z~>s permanent and pro.-ide further tn.x 
recluctlons and structural changes,. . · · • 

. . . . , -
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(1) Overall Effect of Bill 

ESTIMATED OEC!!EASE IN INDIVIDUAL AND CORPORATE INCOME TAX LIABiliTY UNDER H:R. 2166, 
THE TAX l!UUCTIOH .ACT Of 1975, AS APPROVED BY THE COMMITIEE ON WAYS AtiD MEA/iS-CALENDAR 
YEARS 1974-16 . 

IDollar amounts in millionsJ 

Provision 

Tltlel: Granting a lOO.pe:eent rebate ol1974 individual income 
lax liability ul) h $1W ·Nith no pflase<Jut and a 10-petcant 
f4!bate of tax above $1,000 with a maximum reb2le of $200 

1974 

Decrease in tax liability 

1974-76 

19751 19161 Amount 
Percent 
of total 

• wllb the rebste !)hased out bet ... ~n S2uJM:O and $30,000 of 
adjusted gross ir.come but not lalow $100>................ $8,125 •••••••••••••••••• :. $8,125. 38.2 

Title II: 
Sees. 201-202: Converting tile minimum standard deduc· 

lion 11om $1.300 tu SI.SOO lor single person teturns and 
$2,500 lor joint returns; the vareentage standard dedut• 
ti9n from lS J)en:ent to 16 P~l"ellr.l; and tht maximum 
standard ~edu!:IIDn lr<:!-"1'1 $2.COO to $2,500 for single 

' person returns and ~.Wl !Qt joint returns ••••••••••••• ,......... $5,192 ·-······· 5,192 24.4. - Sec. 203: Grznling a refunaab!etax cr*it ol5 percent wage 
and selt-emj)loyment income with 3 ~200 mHimum _ 
credit with a pha5eo~t of the credit between $4,000 and 1> 
$6,000 of adjusted gross income•............................... 2,89• .......... 2,8!M 13.6 

totalforlitlell............................................... 8,086 ........................ "----· 
TotaiiOf lilies I and II Individual:!; nonbllsines&...... 8,125 8,086 .......... 16,211 16.2 

Title Ill: · 
Sees. 301-302: lnaeasinJ t.~e rate of !be investmetlt credit 

to 10 percent; increasmg the amount of used property 
eligible lor t:!e i!westment cre-Jit_to $15,000; allowing 

· tilt Investment ct!Git on prcgress payments$; and limit· 
lng the inaease in the uedit to SlOO,OOO,OOOl ......................................................... ~ 
· lndivillu<IS, business........................................ 435 $250 685 3. 2 

CotporaliOII$............................................... 1,937 1,250 3,187 15.0 

, - Tolallnvestmentcredit.................................... 2,372 1,500 3,872 18.2 
See. 303: Increasing tl:e cOfporate surtax uemjl!ion from 

$25,000to$.."0,000............................................ 1,200 .... ~..... 1,200 5.6 
----------------------------------Total fOf liUe 111.............................................. 3. 572 1, 500 5, 012 23.8 

-Tilles 1,11 and Ill ........................................ ==.=,1;==2s=""ll~. 6"'sa==1"", soo"'==z""t"', 28=3====100==. 0 
==~==~~~~~~==~ 

Individuals............................................... 8,125 8,521 250 16,8116 79.4 
Corporations....................................................... 3, 137 1. 250 4, 387 20.6 
Individuals, nonbusiness................................... 8,125 8,086 •• ,....... 16,211 76.2 
Business (individuals and ~rp01ation.s)................................ a, 572 1, 500 5, 072 23. 8 

•nemsln this column are at estimated 1975 income levels. 
t Items in this column are at estimated 1976 income levels. 
t Under the langeage cf title I lilh item is vie woo as a rebate of a payment deemed to have been made on 1974 indi

vidual in..-ome tax rather than a de<:rease in tax tiabilit,. 
• Includes tax cre·1ils and or payments, the latter going to tax returns where the tax liability before the credit is not 

b~ enough to absorh the credit and to specially designed returns wnere there is no In liability and no tax return. 
i The permanent provisl~n for an investment credit on progress paymenb will cooUnue to have effect en lax lia!;)ililies 

after 1976 at present law investment credit percentages. 
Note: Details may not add to tolals because of roundipt.. 

' • 
i 

I 



(2) Effect of Titles I and II 

(a) Distribution Table 

IBY adjwt.~raross Income class-1974 income levelsJ 

Number of returns affected (thousands) Decrease In tax liability 

~ Number Percentage distribulion of 
Total shifting total decreue 

number tlumber to the 
Adjusted gross income with tax made non· standard Amounts By income Cumu- By 

c"'ss (thousands) decreases taxable deduction (millions) class !alive segment 

0 to $3 ••••••••••••••••• 16,543 4,000 99 $1,665 10.5 IO.S}. $3 to $5·-··"·····-···-· 8, 697 •• 710 546 2,654 16.7 27.2 ss. i $5 to $7 ................ 8,484 697 I, 287 1,934 12.2 39.4 
$7 to $10 ••••••••••••••• 11, 428 88 2,674 2,494 15.7 ~5.0 
$10 to $15 .............. 15,952 f 2,663 3,136 19.7 74.8} 34.4 $15 to $20 .............. 9,855 1) 1, 546 2,337 14.7 89.5 
$20 to $50 .............. 9,00& 1) 1, 016 1,566 9.9 99.4} $50 to $100 ............. 655 ~I) 18 78 0.5 99.9 10.5 
$100 and over .......... Ito 1) 2 18 0.1 100.0 

Total-.......... 80,687 9,497 9,851 15,882 100.0 100.0 100.0 

I For a more detailed description of t.~ese provisions see Table 1. 
t Does not include returns representing beneriCiaries of the earned income credit who are nonfilers under the 1970 filir.g 

requirements. · . 
• Does not include an edditioaal $275,{)';0,00& to cover the credit on 'tllge and salary and self-employment income of 

earners who are nonftlers underl970 filing_requirements. 
• Less than 500 returns. 

tlote: Details may not add to totals because of rounding. 

(b) Burden Table 

... ;,.: . 

·(Single person and married couple with no, 1, 2, and 4 dependents (assuming deductible personal expenses of 17 percent of income)) 

Married couple with 
Single person no dependents 

Under Under 
present Under Reduc· present Under Redut• 

Adjusted gross income law H.R.2166 lion law H.R.2166 lion 

$3.1!00 ......................... $138 -$20! $339t $28 -$178 $206 
$5,000 ......................... 491 177 314 322 -60 382 
$6.000 ......................... 681 467 214 484 190 294 

. $8.IJCO.J ........................ 1,087 865 222 837 520 317 
$10,000 ........................ 1,482 1,286 196 1,152 885 267 
$12,500'. ··-------------·"-----· 1,996 1, 796 200 1. 573 1,333. 24!1: 
$15.COO' ........................ 2,549 . 2,349 200 2. 029 1,829 200 
$17,5-?0 ........................ 3,145 2,945 200 2. 516 2.316 200 
$20,000 ........................ 3,784 3,584 200 3,035 2,835 200 
m.ooo ........................ 5,230 5,080 ISO 4,170 4,020 150 
$30,000 ........................ 6,850 6, 750 100 5,463 5.36i too 
$35,000 ........................ 8.625. a. 525 100 6,933 6, 838 100 
;w,ooo ........................ 10.515 10,415 100 8,543 8,443 100 

I Computed without reference to the tax tables for returns with adjusted gross incOfl"le under $10,000. 
J Fora more detailed desc:riptien.of these provisions see table 1 in. the Rewnue El!etts section ol 

tlais reporL 

.~. 

Tax liability 

Married couple with 
I dependent 

Married couple with 
2 dependents 

Under Under 
present Under Reduc- present Onder Re1uc-

law H.R.2166 lion law 2166 lion 

(). -$1~ $150 0 -$150 '$150 
$208 -16 37.3 $98 -198 296 . 
362 28f5 245 -30 275 
694 392 302 559 270 289 

1, 010 757 . 253 867 615 252 
1,408 1,.192 216 1,261 1,064 197 
1,864 1.678 186 1,699 1, 529 170 
2, 329 2,129 200 . 2,156 1,956 200 
2,848 2, 6-18 200 2,660 2,460 200 
3,960 3, 810 150 3, 750 3,600 150 
5,228 5,128 100 4,988 4,888 100 . 
6,668 6,568 100 6,398 6,298 100 
8,251 8,151 100 7,958 7,858 100 

Note: Details m'ay not add to totals because of rounding. 

l. 

I 

Married couple with 
4 dependents 

Under 
present Under Reduc· 

law H.R.210ii lion 

0 -$!50 $150 
0 -100 100 

$28 -28 56 
312 40 272 
586 350 236 

·97& 805 171 
1,371 1,234 137 
1, 826 1, 6-13 183 
2,235 2.0&5 200 
3, 330 3,13il 150 
4, 508 4,408 100 
5,858 5,758 100 
7,373 7,273 100 



.. ... 

(3) Effect of Title I 

(a) Distribution Table 

(By a4j11Sled 2l'O$S income class-19741ntome levehl 

'., . 'tiumbef of returns 
• alff!d.ed (tllousarods) Decrease in lax liability 

Adj.u.sted i!f()$$ 
Totti Percentage distribution of total decrease 

11um~r Num~r 
ncomtclaso will! tu m>de Amount By income: By 

(thousands) deer we nontaxable (millions) class Cumulative $egment 

0 to S3----------~------ 4,057 3,097 $230 u 2.n $3 to$!; ................ 7,579 1,280 685 8.4 lU 35.7 $5 to $7 ................ 8,273 339 795 !}.8 21.0 
$1 to $10 ............... 11.42.8 186 1,197 14.7 35.7 
$10 to $15 .............. 15,952 59 2,178 26.8 62.51 48.9 $15 to $20 ......... ____ 9,856 16 1.796 22.1 84.6 
$20 to $50 .............. 9..006 3 1,162 14.3 98.9} $50 to $100 ............. 655 g~ 65 o.s 99.7 15.3 
$100 and r-er .......... 160 16 0.2 99.9 

Total •••••••••••• 66.966 4,980 8,125 100.0 100.0 100.0 

&Len tfiH 500 relllms. 

Note: Details mar llllt add to IDt.ab because of roundina. ~ 

(b) Burden Table 

ISia&la pers1111 and married couple with no, l, 2. and 4 dependents (assuming deductible personal expenses of 17 pe~tent of income)) 

Sinile person 
Married couple with 

no de~ndents 

Under Undtr Und~ Under 
present H.R. RedllC• pmeat H.R. Raduc· 

Adjusted gr0$S income law 2166 tiOII law 2166 ion 

$3.000 ......................... $138 $38 $1CO $28 0 fog $5.00J •• --•••• ----· •••• - ••• - ••• 491 391 !CO 322 $22.2 
$$.GOO •••••••••• --·- ••••••••••• £81 ~~ 100 .tM 384 100 
$8,0J;l ......................... 1,087 97a 1()9 837 131 100 
$10.000 ••• ······-···-···-·····- 1,482 1.334 l.t.J 1.152 1,037 115 
$12.5!10 ........................ 1,9~6 1,737 29(1 1.573 1,415 157 
$15,000 ........................ 2,549 2.~3 200 2.(!29 1,829 200 
$17 ,5;)0- •• ···---···· •••••••• --· 3.145 2.9~5 200 2. 515 2. 316 200 m.ooo .....................•.• 3,784 3,584 2:1;) 3,035 2.835 200 
$2S,lYJO ••••••.•• ·····--···-·· •• 5,230 5. 03il tsa t 17:1 4,020 15G 
$30,0.:l0 •• ·····----~--. ·-··-···- 6,85(1 6. 75~ 100 5,4$3 5,3S8 100 
$3;,000 ........................ 8.625 8.525 100 5.933 6.838 100 
$43,000 •• ····-· ................ 10,515 10,415 100 S.iiU 8,443 100 

1 Computed wllhout rel~ence to the tax tables for returr.s with i!djus!'M ifCSS illCOIIIe.ullder $10,000. 
Note: Details may not adlf to totals because of rounding. 

Tax liability 

Mnrried couple with 
1 dependent 

Married couple witll 
· 2 dependents 

Under Under Under Under 
present H.R. Reduc· present II.R. Reduc· 

law 2166 tiOII law 2166 ti011 

0 0 0 0 0 0 
$208 $108 $100 $98 0 $98 
362 262 100 . 245 $14S too 
694 594 100 559. 459 lOll 

1,010 909 101 867 767 100 
1,408 1,267 141 1,261 1,135 126 
1,854 1,678 186 1,699 1,529 ·170 
2,329 2,129 200 2,15S 1,956 200 
2;84& 2,648 200 2,G60 2,460 200 
3,960 3,810 150 3, 750 3,600 150 
5,228 5,128 100 4,988 4,688 100 
6.668 6,568 100 6,398 6,298 100 s. 251 8,151 100 7,953 7,858 100 

I ,. 
I 

I 
I 

Marri.ed couple with 

Undtr 
present 

law 

0 
0 

$28 
312. 
586 

·976 
1,311 
1,826 

. 2,285 
3,330 
4,503 
5,858 
1,313 

4 dependents 

Under 
H.R. Reduc· 
2166 tiOII 

0 0 
0 0 
0 $28 

$212 100 
486 100 
875 100 

1,233 137 
1.643 133 
2,085 200 
3,180 tSc>*" 
4,408 lOll 
5, 758 100 
1,273 100 

~ '- . _., 
~.:,~.; .-.··-..;,.-.:;..w 

' 
' I 
I 
l 

l 
I 
I 
L~ 
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(4) Effect of Title II 

(a) Distribution Table 

(By adjusted gross ineome class-1974 income levels! 

NumMI of r~urns affected (thousands) Decrease in tax liability 

Total 
Number PercentaRe distribution or 
shifting total decrea,. 

number Number to the 
Adjusted gross ir.t!)llle with tax made non- standard AmounP By income Cumu- By 
d~ (thousands) decrease 1 taxable deduction (millions) class I alive segment 

0 toP •••••••••••••••• 16,543 4,000 99 $1, 435 18.5 18.5} $3 to $5. _ -·--------··· 8,638 4,710 546 1, 969 25.4 43.9 75.3 $5 to $1--------------·- 8.158 697 1,287 1, 139 14.7 58.6 
S7 to l10 •• -------·-··· 9,194 88 2,674 1, 297 16.7 75.3 
$10 to $15c ••••• --·-···· 9.~1 (3) 2,663 958 12.4 87.7 } ·19.4 SIS to $20 •• ----·-----·· 4,G53 (3) 1, 546 541 7.0 94.7 
$20 to $50. __ --·-······ 1,m ~3) 1, 016 404 5.2 99.9} 
$50 to $100 •. ----·····-- 33 ') 18 13 0.2 100.0 . ~.4 $100 and ov-.r _________ 4 (') 2 2 (>) 100.0 

TotaL ••••••••••• 58,447 9, 497 9,851 7, 757 100.0 100.0 100;(1 

1 ~oes not include returns repres~nting b-.neficiaries of the earned Income credit who are nonmers under the 197() filing 
requ~raments. · 

1 Does not inc!ud-. an additioMI $175,000,000 to cover the credit on waae tnd salary and sell-employment iPCOme of 
earners who are 110nfilers under 19i0 ntin1 requirements. . .. • . .. . · 

a less than 500 returns or 0.05 percent. · .. ·- • 

ftote: Details may not add to totals because ol round!na. 

{b) Burden Table 

(Single persoo and married couple with no, 1, 2, and 4 dependents, (assuming deduclible11ersonel expenses of 17 percent of income)1 

Single p~rson 
Married couple with 

no dependents 

Under Under 
present Under Reduc· present Under Reduc-

. Adjusted gross income law H.R. 2166 tioo law H.R. 216& lion 

u.ooo. ----------------------·· $138 -$101 $239 $28 -$150 $178 
$5,000. -----. ·-···. -- --·- ------ ~91 277 214 322 40 282 
$5,000. ··------- --- -·----------· 681 507 114 434 290 194 
$3.000 .•••• - -· ---- --------·-·-- 1,087 974 113 837 620 217 
$10.000- ----------.------------- 1,482 1,43-t 48 1,152 1,000 !52 
$12,500. ---- ·- -·-·····------- •• 1,996 1.9% 0 1,573 1,490 83 
$15,000. ··-------···----------- z. 549 2. S-19 0 2. 029 2,029 0 
$17.500. -·- -- ----------· ------· 3,145 3,U5 0 2.516 2. 516 0 
$21,000. --·-- ---- ---·---·------ 3, 784 3,784 0 3.035 3,035 0 
szs.ooo_ ••• ·---·--------·-----· i.230 5.230 0 4.170 4,170 0 
$3:),000. ·- -- ------------ --·---- 6,850 6,850 05~ 5,408 0 
m.ooo. ···-·-·---------------- 8,625 8.625 0 • 6,938 6,938 0 
$40.000. ----------.-.---- --·--- 10,515 10,515 0 8,543 8,543 0 

a Computed without reference to the tax tables fill' returns with adjusted gross income vn4er 
$10.000. ' 

a For a more detailed description or these provisions see Table 1 in the Revenue Effects section of 
this report. 

•. 

Tax liability 

Married couple with 
1 dependent 

Married couple with 
2 dependents 

Under Under 
present Under Reduc- present Under Reduc-

law H.R. 2166 !ion law H.R. 2166 tion 

0 -$150 $150 0 -$150 $150 
$208 -65 273 $98 -·100 198 

362 178 185 245 70 175 
694 493 202 559 370 189 

1, 010 858 152 807 715 152 
1,408 . 1,333 75 1,261 1,190 71 
I, 864 I, 864 o. 1,699 1,699 0 
2,329 2,329 0 2,156 2,156 0 
2,848 2, 848 0 2,660 2,660 0 
3,960 3,960 0 3, 750 3, 750 0 
5,228 5,228 0 4,988 4,988 0 
6,668 6,668 0 6,398 6,398 0 
8,251 8,251 0 7,958 7,958 0 

Note: Details may not add to totals because of rounding. 

~· . 

Married coulle with 
4 depen ents 

Iinder 
present Unoer Reduc-

law H.R. 2166 tiort 

0 -$150 $150 
0 -100 100 

$28 0 28 
312 140 172 
586 450 136 
976 905 71 

1,371 1,371 0 
1, 826 1, 826 0 
2, 285 2,285 0 

. 3,330 3,33() 0 
.4,508 4,508 0 
5,858 . 5,858 0 
7,373 7,373 0 



CRITERIA FOR THE ENERGY PROGRAM 

1. CONSERVATION 

2. DEVELOPMENT OF NEW SOURCES OF ENERGY 

3. NATIONAL SECURITY 

4. EQUITABLE APPLICATION OF PROGRAM ON A 

NATIONWIDE BASIS 



,, . 

WHY AN ENERGY CRISIS? 

1. INCREASED CONSUMPTION BYTHE U.S, 

2. DEPLETION OF RESOURCES IN U.S, . 

3. INCREASED IMPORTS OF FOREIGN OIL 

4. LOSS OF U.S. SURPLUS IN LATE 60's OF CRUDE OIL 

5, GROWTH OF A CARTEL -- OPEC 

RESULT: U.S. LOST CAPACITY TO SET 

WORLD PRICE OF CRUDE 



OIL DOLLAR OUTFLOW 

1970 3~- BILLION 

1974 25 BILLION 

. 1977 32 BILLION 

PRESENT U.S. DEPENDENCE FOREIGN 

OIL 38% 
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ENCOURAGE ENERGY CONSERVATION 

1. IMPORT FEES (BY PRESIDENTIAL ORDER) 

2. EXCISE TAX AND IMPORT FEE ON OIL 

(CONGRESSIONAL ACTION) 

3, EXCISE TAX ON NATURAL GAS (37 CENTS 

PER THOUSAND CUBIC FEET 

4. PUBLIC EDUCATION 



ENCOURAGE DOMESTIC ENERGY PRODUCTION 

1. NEW NATURAL GAS DEREGULATION 

2. CRUDE OIL PRICE DECONTROL 

3. ELK HILLS NAVAL PETROLEUM 

4. CONVERSION TO THE USE OF DOMESTIC COAL 

5. ALASI<A AND OFF-SHORE SOURCES 



" . .. 

.RETURN OF $30 BILLION 

1. $16. 5 BILLION INDIVIDUAL TAX CUTS 

2. $2 BILLION TO NON-TAXPAYERS ($80 PAYMENT) 

3. $0. 5 BILLION HOME INSULATION TAX CREDIT . 

. 4. $6 BILLION CORPORATE TAX CUT (DROP RATE 4-8% TO 42o/o) 

5. $2 BILLION TO STATE AND LOCAL GOVERNMENT 

6. $3 BILLION FEDERAL COST OFFSET 

TOTAL: $30 BILLION 



ei •· •· • • 

' •' 

' ' . ' 
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' ; . ·I•' ,· '. . 
RATIONING 

1. . FIVE TO TEN YEAR PROGRAM 

2, 30o/o LESS GAS FOR INDIVIDUALS (9 GALLONS 

PER LICENSED DRIVER A WEEK} . 

3. lOo/o LESS FOR BUSINESS 

4. BUREAUCRATIC AND COSTLY. 

5. NO DEVELOPMENT OF NEW SOURCES 



THE PRESIDENT'S 1975 

STATE OF THE UNION MESSAGE 

including 

ECONOMY 

and I 
ENERGY 
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EMBARGOED FOR RELEASE 
UNTIL 1:00 P.M., EST 

EMBARGOED FOR WIRE TRANSMISSION 
UNTIL 10:00 A.M., EST 

JANUARY 15, 1975 

Office of the White House Press Secretary 
-------------------------------------------------------------

THE WHITE HOUSE 

TO THE CONGRESS OF THE UNITED STATES: 

Twenty-six years ago, a freshman Congressman~ a young 
fellow, with lots of idealism who was out to change the 
world, stood before Speaker Sam Rayburn in the well of 
this House and solemnly swore to the same oath you took 
yesterday. That is an unforgettable experience, and I 
congratulate you all. 

Two days later~ that same freshman sat in the back row 
as President Truman~ all charged up by his single-handed 
election victory~ reported as the Constitution requires 
on the State of the Union. 

When the bipartisan applause stopped, President Truman 
said: 

"I am happy to report to this Eighty-first Congress 
that the State of the Union is good. Our Nation is better 
able than ever before to meet the needs of the American 
people and to give them their fair chance in the pursuit 
of happiness. It is foremost among the na~ions of the 
world in the search for peace." 

Today, that freshman Member from Michigan stands where 
Mr. Truman stood and I must say to you that the State of the 
Union is not good. 

Millions of Americans are out of work. Recession and 
inflation are eroding the money of millions more. Prices 
are too high and sales are too slow. 

more 
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This year's Federal deficit will be about $30 billion; 
next year's probably $45 billion. The national debt will 
rise to over $600 billion. 

Our plant capacity and productivity are not increasing 
fast enough. We depend on others for essential energy. 

Some people question their government's ability to make 
the hard decisions and stick with them. They expect Washington 
politics as usual. 

Yet, what President Truman said on January 5, 1949, is 
even more true in 1975. 

We are better able to meet the peoples' needs. 

All Americans do have a fairer chance to pursue 
happiness. Not only are we still the foremost nation in 
pursuit of peace, but today's prospects of attaining it 
are infinitely brighter. 

There were 59,000,000 Americans employed at the start 
of 1949. Now there are more than 85,000,000 Americans who 
have jobs. In comparable dollars, the average income of 
the American family has doubled during the past 26 years. 

Now, I want to speak very bluntly. I've got bad news, 
and I don't expect any applause. The American people want 
action and it will take both the Congress and the President 
to give them what they want. Progress and solutions can be 
achieved. And they will be achieved. 

My message today is not intended to address all the 
complex needs of America. I will send separate messages 
making specific recommendations for domestic legislation, 
such as General Revenue Sharing and the extension of the 
Voting Rights Act. 

The moment has come to move in a new direction. We 
can do this by fashioning a new partnership between the 
Congress, the White House and the people we both represent. 

Let us mobilize the most powerful and creative 
industrial nation that ever existed on this earth to put 
all our people to work. The emphasis of our economic 
efforts must now shift from inflation to jobs. 

To bolster business and industry and to create new 
jobs, I propose a one-year tax reduction of $16 billion. 
Three-quarters would go to individuals and one-quarter to 
promote business investment. 

more 
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. This cash rebate·to individuals'amounts to 12 percent 
of 1974., .tax ·payments -- a total cut of $12 billion, ·with a 
maximum of $1,000 per return·., · · ~ ., 

.. · .. ,· 

I call today· :On the Congress to act by April 1 ~· If you 
do, the Treasury can send the first check· ·tor half the· rebate 
in May and the second by September . 

. -~ "': --·' 

· .·The.otherone~""'fourth of the"cut,·about $4···billi·o:n., ·will 
go to businesses, incl'ijding farms, ·to pr.omote e:ipansion···and 
create more jobs. The ·one-year reduct·ion ·for ·busin-esses· 
would be in the form or a liberalized investment tax credit 
increasing the rate to 12 p~rcent for all businesses. 

This tax cut does not include the more fundamental 
reforms needed _in our t.ax system-. - But it points us in the 
right direction .. -- allowing_. us··as taxpayers·rather than the 
Government .to spend our pay. 

Cutting taxe_s, now, is· .essential if we are to turn the 
econo_my around. A tax cut offers the best hope of creating 
mo,re. jobs. Unfort-unately, it will increase the size of the 
budget deficit. Therefore, it is more important than ever 
th~~ we take steps to control the growth of Federal 
expenditures. 

Part of Ot,lr trouble is that we have been self-indulgent. 
For decades, we have been voting ever-increasing levels of 
Government benefits -- and now the bill has come due. We 
have been adding so many new: programs that the size and 
growth of the Federal budget has taken. on a life of its 
own •. 

One characteristic of these programs is that their 
cost .increases automatically every year becaus.e the number 

·of people eligible for most of these benefi-ts increases 
every year. ·When these programs are enacted·:~ there· is no. 
dollar amount set. _No one knows_what-they wili'cost. All 
w~ know is' that whatever they cost last year, they will cost 
more next year. 

;_ .I ! . 
It is a question of simple arithmetic. Unless we check 

the excessive growth of Federal expenditures or impose on 
ourselves matching 1ncreases:1n taxes, we w111:continue to 
run huge inflationary deficits in the Federal budget~; ·\- · 

•'\ '- -.'t" t' -,,_'_:.-.. \ . . 

If we project tlile ,curre!;lt built-in momentum or~ Fede'ral 
spending through the next, 15 years ,--Fedet'al, State,: and 'local 
government expendituFes could easily·. comprise half Of· our 
gross. national product. This eQmpares .·with less·· thah a: third 
in 1975. · ' · - · ··- · 

-',; 
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, . I am now in th~ process or preparing the budget. sub
missiqns. for fiscal year 1976. · In that· buQget, I will. 
propose legislation to restrain th~ growth of a number of 
existing programs. I have also concluded that no new 
sp~nding pro~rams can be initiated this year, except those 
fqr energy. F.urther, I will not hesitate to vetoany new 
spendirtg programs adopted by the Congress. . 

Af? an ,additional step toward P"Ytting the Feder~l 
f?;over!fment's house in ordet", I recoriunend a five percent 

'limit on: federal' pay ,increases in 1975. · In all Government 
programs·· ti~d to the consum~r price index -- including 
sodial·sec~tity, civil service and military retirem~nt · 
pay, and food stamps~- I also propose a one-year maximtim 
increase of 5 percent. 

'. < 

· .· None of these recommended ceiling limitations, over 
which the ·Congress has final authority, are easy to propose, 
because in most cases they involve anticipate~ ~~yments to 
many deserv;ing people. . Nonetheless, it must :tbe ·done. I 

· must e~phasize that I am not· asking you to eli,minate, _ , 
~edi,lce or freeze these payments. I ammerely recommEmding 
'that we slow· down the rate at which these· payments. incr~ase 
and these programs·grow. 

Only a reduction in the growth in spending can keep 
Federal borrowing down and reduce the damage tptge private 
sector ·from' high interest rates. Only a· ne_d.uctio.n in 
spending can make it PQ~sible for the, Federal 1,1;es~rv~ · .. 
Systenl t9 avoid an inffationary growth in the·money supply 
and' tl;lus, restore bal~nce to our economy. A maJor reductis:m 
in th~ growth of Federal spending can help to· dispel the 
uncertainty that so many feel about our economy, and put 
us on the way to curing our economic ills. . .. 

M . 

If we do ho't' ··act to· slow "'<iown. the rate of increase in 
Federal spendi-ng, t}1e United States Treasury will be legally 
obligated to spend ~ore.than $360 billion in Fisca1'Year 
1976·~- even if no new programs are enacted. ~hese are 
not matters of conjecture or prediction, but again of simple 
arithmetic. The size or:· these numbers and their impliCe.tions 
~or our everyday_life and the health of our economic system 
are shocking. --~-

-· . ' ,. ·. .-. I:. 

I s"Ybmit~e~ t6~the last C~ngress a list of.~tidget 
deferrals· and recisions. There will be more cuts recom-. 
men.ped in tne budget I.wiJ-1 ~ubmit. Even so,, th~ level 
6f o~tlays.for fi~~~ly~ar 1976·is still m~ch too high~ 
Not only is it. too :•higb ·for this year. but. the deci~ions 
we mak,e now. inevitably· have a 'major and growing impact on 
'expenditure levels in future years. This is" a fundamental 
issue we must jointly solve. 

more 
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The economic disruption we and others are experiencing 
stems in part from the fact that the world :price of petroleum 
has quadrupled in the last year. But we cannot put all of 
the blame on the oil-exporting nations. We·in,the 
United States are not blameless. Our·growing dependence 
upon foreign sources has been adding to our vulnerability 
for years and we did nothing to prepare ourselves for an 
event such as the embargo of 1973.· 

During the 1960s, this country had·a surplus capacity 
of crude oil, which we were able to make available· to otir . 
trading partners whenever there was a disruption of supply. 
This: surplus capacity enabled us to influence both supplies 
and prices of crude oil throughout the world.·. Our excess 
capacity neutralized any effort at establishing an effective 
cartel, and thus the rest of the wo.rld was assured of 
adequate supplies of oil at reasonable prices. 

In the 19608 1 our surplus capacity vanished and, as a·' 
consequence, the latent power of the oil cartel could emerge 
in full force. Europe and Japan, ·both heavily dependent on 
imported .oil, now struggle-to keep their economies in 
balance. Even the· United. Stat.esf which· is far more self
sufficient than most other :i:ndustrial countries, has been 
put under serious pres:sure. ~ 

I am proposing a program whi-ch;will begin to restore 
our country's surplus capacity in t.otal energy. In this · 
way, we will be able to assure· ourselves reliable and·· 
adequate energy and help foster a new world energy stability 
for other major consuming nations. 

But this Nation and, in fact, the wottld must face the 
prospect of energy difficulties between now and 1985. This. 
program will impose burdens on all of us with the aim of 
reducing our consumption of energy and increasing pro
duction. Great attention has been paid to considerations 
of fairness and I can assure you that the burdens will not 
fall more harshly on those less able to bear them. 

I am recommending a plan to make us invulnerable to 
cut-offs of foreign oil .. It will require sacrifices. 
But it will work. 

I have set. the following national energy goals to 
assure that our future·isas secure and productive as 
our past: 

First, we must reduce oil imports by 1 million 
barrels per day by the end of this year and by 
2 million barrels per day by the end of 1977. 

more 
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Second, we must end vulnerability to economic 
dis_ruptic;m by .fo!le.ign supplier~ by .1985. 
'I ' ' ·~; ..._ • ~ : -· . 

. . . . ~ - . . ~ - . .} - . ~ 

, ~- .Thil?d~ ·we ·must·· develop our energy~ technology 
and resources so that the lJnited States has. :: 

);he aoi~ft.y . to supply.·~ significant :Share .o.f . 
. the. ~nex:gy needs of the Free, World. b;y> the, end 
' of this century~· . . . .. . . . 

To attain these objectives; we need immediate action 
tq . cut impc;>,~ts. ..Unfo:rtun.ate~y, in. the ,sqo:rt-:-:t,errn ~her.e 
are. only a limited number -of•;a-ctions wh:::f.ch can increas'e 
domestic. s.upply .: · I will ':Press for ali of :them. : ' 

<. :J:. urge -quick action on. legislation' t,Q allow commercial 
produot~on at_the El~-H:ills, Calif'Pr1)1a;~Nava1 Petroleum · 
Reserve. In '6rder that we make greater 'use of do.inestiq. ·coal 
resources, I am submitting amendmepts.;to the Energy SupplM 
and En~iro~ntal ·coordination Act ~h~,P-h will greatly · 
i.ncrease tlae ~-number of power .plants :that can be p!;'omptly 
converted to coal. . · 

Voluntary ·conservation· c~ri\;in~s to be,: essedttal, but , 
tov,gher programs are· also needed :--+ and. needed: no'w. •There.
for'~ ,~;::I am us1,ng P,residential· po\ttera ,to· ~ais~ 'th,e ·fee ·on: 
all :tmported crude oil· -arjd :petrol~um·;·pnp'ducts. · .. Crude oil1 · 
fee levels WiJll be increas·e'd $Jl pel:' barz',~J orf February 1, 
by $2 per barJrel on March· 1 and by $'3' pezt,.b·arrel on .April 1. 
I wi.ll. take action to reduce. undue hardship· o.n any g~o-- .. 
graphi<;q.l ·region.· The foregoing are interim adin.inistratiy~ 
actions. ·,Thew: will be rescinded when the nec,essary · · 
.Teg.isla'tion ·is, enacted. ·· 

... i--: 

To that ,endi _:I. am req.uest:ing ·:the;• c~9gress tp act .within 
90: days· ·on :a ;mo.re .C:ompreherisive energy' tax program. .·I.t 
includes: · · · 

, .I' 

Exci'se tax.es and· import f'~es total.ling $2 · pe:r:_, .· : · 
barrel on product import~ and' on :a.ll crude oil'••' . 
l : . • • ' . ·-.. . . ':.: '.. _i"' ;; .• 

dere~ulation of n~w natural gas·and·Jnactmerit·oi 
a natural gas excis~ tax. 

Enactment of a wlnd:fall profits ·ta)c· ~y Api-;11. 1 .. · 1 

to ensure that oil producers do not profit · 
unduil.y~ At. the s.qme titne, I plan to .t.ake ··, .. 
Presidential in1tia:tive· to· decontrol the. price .. 

·of domest.:ic ·crude oil on April 1. · ·· · · ·· .;; 

.mope ~ , I • t' 

. ~- . : 
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The sooner Congress acts, the more effective the oil 
conservation program will be and the quicker the Federal 
revenues.· can be returned to our people. 

I am prepared to use Presidential authority to limit 
imports, as necessary, to assure the success of this program. 

I want you to know that before deciding.on my en~rgy 
conservation program, I considered rationing and higher 
gasoli.ne taxes as alternatives. Neither would achieve 

_ the desir.ed results and both would produce ·unacceptable 
inequities. · 

A massive program must be initiated to increase energy 
supply, cut demand and provide new standby emergency 
programs to achieve ·the independence we want by· 19 85. 
The largest part of increased oil production must .. come 
from new frontier areas on the ·oute·r Continental Shelf 
and from the· Naval Petroleum Reserve No. 4 in Alaska. It 
is the intenti-on of this Adminii~t:r·atten· tc r:.o"~:·e a"::.eec~ '::ith 
exploration, leasing and produqtion on those :::r.pntier 
areas of the O•Uter Continental Shelf where t:he 'environ-
mental .risks are acceptable. · 

Use of our most abundant domestic resource -- coal -
is severely limited. We must strike a reasonable compromise 
on environmental concerns with coal.· I am subrtiittingj~~Lean 
Air Act amendments which will allow greater.coal use wfth
out sacrificing our clean air goais. 

I vetoed the strip mining legislation passed by th~last 
Congress. 'With appropriate changes, I will sign a_revise<;l 
version into law . 

. ·I am proposing a number of aetions to energize. ou~. 
nuclear power program: I will'~ubm1t legis).ation to 
expedite nuclear licensing ·and the· rapid selection of sites •. 

. ' <,' • t 
- ,. 

In recent months, utilities have cancelled or postported 
over 60 percent of planned nuclear expansion and 30 percent 
of planned additions to·non-nucl~ar capacity. ~inancin.g 
problems for that industry are 'gr6wi:hg worse. I am there
fore recommending that the one year investment tax credit 
of 12 percent be extended an additional two years to . 
specifically speed the construction of power plants that 
do not use natural gas or 0i1.· I ·am alsb submitting 
proposals for selective changes in State utility commission 
regulations. ' · 

more 
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To provide the critical stability for our domestic 
energy production in the face ofworld price uncertainty, 
I will. request ~-l~gislation to.·· authorize and require tariffs, 
import quotas or price floors to protect our energy prices 
at levels which will achieve energy independence. 

,Increasing energy supplies is· not enough. We must also 
take additional steps to cut long-term consumption. I 
therefore propose: 

Legislation to make thermal efficiency standards 
mand~tory fqr all new buildings in the United States. 
These standards would be set after appropriate 
consultation with architects, builders and labor. 

A new tax credit of up to $150 for those home 
owners who install insulation equipment. 

...... The establishment of an energy conservation 
program to help low income fa.Illilies purchase 
insulation supplies. 

Legislation to modify and defer automotive 
pollution standards for 5 years to enable us 
to improve new automobile gas mileage 40 percent 
by 1980. 

These proposals and actions, cumulatively,·can reduce 
our dependence on foreign energy supplies to 3-5 million 
barrels per day by 1985. To make the United States 
invulnerable to foreign disruption, I propose standby 
emergency ·legislation and· a strategic storage program of 
1 billion barrels of oil for, domestic ··needs and 300 million 
barrels for defense purposes. 

I·w:ill ask for the funds neede.d for energy research 
and development activities. I have.established ~goal of 
1 million barrels of synthetic fuels and shale oil production 
per day by 1985 together with an incentive program to achieve 
it. 

I believe iq America's capabilities. Within the next 
ten years, my program envisions: 

200.major nuclear power pl~nts, 

250 major ne:w coc;l mines, 

150 major coal-fired power plants, 

30 major new oil refineries, 

more 
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20 major new synthetic fuel plants, 

--- · the drilling of many ·thousands of new oil weJ,:I~, 

the insulation of' 18 million-homes, 

and construction of' milli-ons of new automobiles, 
trucks and'buses that use much less fuei. 

We can-do it. ·!n another crisis-- the· one in 1942 
President Franklin D. Roosevelt said this country would 
build 60,000 aircraft. By 1943, production had reached 
125,000 airplanes annually. 

If.the Congress and the American people will work with 
me to attiin these targets, they will be achieved and 
surpassed. 

From adversity, l~t us seize opportunity. Revenues of 
some $30 billion-from higher energy taxes designed to 
encourage conservation must be refunded to the American 
people in a manner which corrects distortions in our tax 
system wrought by inflation. 

People have been pushed into higher tax brackets_by 
inflation with a consequent reduction~in their actual 
spending power. Business taxes are similarly-distorted 
because inflation exaggerates reported profits resulting 
in excessive taxes. · 

Accordingly, I propose that future individuai income 
taxes be reduced by $16.5 billion. This will be done by 
raising the low income allowance and reducing tax rates. 
This continuing tax cut will primarily benefit lower and 
middle income t'axpayers. 

For example, a typical family of four with a gross 
income of $5,600 now pays $185 in Federal income taxes. 
Under this_tax cut plan, they-_would pay nothing. A family 
of four with a gross income of $12,500 now pays $1~260 in 
Federal taxes. My plan:reduces that by $300. Families 
grossing $20,000 would receive a reduction of $210. 

·Those with the very lowest incomes, who can least· 
afford higher costs, must also be compensated. I propose 
a payment of $80 to every person 18 years of age and 
older in that category. 

State and local governments will receive $2 billion 
in additional revenue sharing to offset their increased 
energy costs. 

more. 
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To offset inflationary, .distor.tfons· and to generate 
more economic activity,' the corporate tax rate~will be 
reduced from 4 8 perc$nt .to 4~ .pe~cent. · 

Now·, let . me turn· to the· international dimenston of. the 
present crisis,.·· At no t-ime in our peacetime history has 
the state of the Nation depended more heavily on the state 
of theworld. And seldom if ever has the state of the 
world depended more heavily on the state of our. Natiop..-. 

The e~onomic ~istress is· global. We will not sblve. 
it at hc::ne unless \ve help to remedy the profound economic 
dislocation f,':Jroad. World trade and monentary struct;ure 
prov::i.de:J markets, energy:,.food and vital.rawmaterials 
for all nations. This international system is now in 
jeopardy. 

' ... .. ,', 

This.Nation c;:ari be proqd.of significant achi~vements 
in recent ye::!J:··s in sol 'ir:~ ng problems and ·crises.. The Berlin 
Agre~ment, tl"H~. SAI/J.' agy·eE~ments, 1GU1" new relationship with· 
China, the unpl'ec·~-:dented efforts in the Middle East -- are 
immensely encouraging. But the world is not free from 
crisis. In. a world -of 150 nations.,· 'tlhere nuclear technology 
is proliferating arid regional conflicts continue, inta~
national secur;+ty cannot be· taken for granted .. 

So let there be no mistake about it: internat.ional 
cooperation .. is·a:v•ital fact of our lives today. This is 
not a moment for the American people· to .turn inwarQ.. 
i1ore than ever before, our own well-being depends on 
America's dete:t:"minatio.n and. leadersl)ip in tQ.e world. 

l. '. . '• . 

We are·Ya great Nation -- spiritually.,. politically, 
militarily, diplo:m2.tically and eccr~omically. America's 
com:1itment.. t? iqtornaticnal· secur:i.ty has .sustained the 
saf.:ty of allies e.nd friends in man.y arE::as -- in the 
Middle Ea..st, in Eu:eope, i.n. Asia. Our. turning away would 
unleash new instabilities,: apd danger.s. ·around tpe globe 
which would, in turn, threaten our own sec:urity. 

At the end of World War II, we turned a similar 
challenge into an historJ.c. achievement. · ,An old order was 
in disarray; pol+ tical a.nd econom:l;c· institutions ~·mre 
shattered~. In that period, this-- Nation·and its partners 
built new institutions, new mechanisms of; mutual support 
and cooperation. Today, as then, we face an historic 
opportunity. ·If we act, imaginatively and boldly, as we 
acted then, this· period w.ill in ret·rof!pect· be seen as one 
of the great creative moments of our history. 

The whole world is watching to see how we respond. 

more 
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A resurgent American economy would do more to restore 
the confidence of the world in its own future than anything 
else we can do. The.program that this Congress will pass 
can demonstrate to the world that we have started to.put 
our own house in order. It can show that this Nation is 
able and willing to help-other.nations meet the c:ommon 
challenge. It can demonstrate that the United States· 
will fulfill its responsibility as a leader among·nations. 

At stake is the :future of the industrialized democracies, 
which have perceived their destiny in common and sustained 
it in common for 30 years. 

The developing nations are also at a turning point. 
Th.e poorest nations see their hopes of feeding their hungry 
and developing their societies shattered by the ecqnomic · 
crisis. The long-term economic future for the producers 
of raw materials also depends on cooperative ·solutions. 

·Our relations with the Communist countries are a basic 
factor of the world environment. We must seek to build a 
long-term basis for coexistence. We will stand by our 
principles and our interests; we will act firmly·when 
challenged. The kind of world we want depends on a broad 
poltcy of creating mutual incentives for restraint and 
for coope_I,"ation. 

As we move forward to meet our global challenges and 
opportunities, we must have the tools to do the job. 

Our military forces are strong and ready. This 
military strength deters. aggression against our allies, 
stabilizes our relations with former adversaries and 
protects our homeland. F~lly a~equate conventionalJand 
strategic forces cost many billions, but these dollars 
are sound insurance for our safety and a more peaceful 
world. 

Military strength alone is not sufficient·. Effective 
diplomacy is also essential in preventing conflict and 
building world understanding. The Vladivostok negotiations 
with the Soviet Union represent a major st.ep in moderating 
~Jtratesio a:rma competition. My recent discussions with· .. 
leaders of the Atlantic Community, Japan and South Korea 
have contributed to our meeting the common challenge. 

But we have serious problems before us that require 
cooperation between the President and the Congress. By 
the Constitution and tradition, the execution of foreign 
policy is the responsibility of the President . 

. I 

more 
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In recent y~ar:~, under th~ stress of the Vietnam,War, 
legislative. restrictions on. the. President's capability to 
execute foreign an9milttar¥ decisions }).ave proliferated. 
As a m~mber of t~e Congress, I oppos~d some and approved 
other~. ·As President, .r welc.ome the :advice and cooperation 
of tb~:House:ap~ ~enate. · · 

. B:tft., if. our. foreign policy is ,-to. be S!lccessful we 
cannot,~rigidiy: .~estrict ·in legislation the abilitY. of the 

·President to act. The conduct of'negotiations is ill . 
suited to such limitations. For my part, I pledge this 
Administration will act in the close~t.ponsultations with 
the Congress as we face delicate situatiqns and troubled 
times, throughout. ·· tl'le globe. · 

When I became ?resident only .five montl'lf? ago, I promised 
the '·last Congress a policy of conimunication, conciliation, 
compromise and qooperation. _I renew tha~ pl~dge to the new 
memb~rs of thisc Congress. 

To sum up: 

America needs·. a new 'direc.tion which I have sought to 
chart here today _:_ a change of course which will: 

put the_unemployed back to wqrlc; 
I . 

increase real income and production; 

restrain the growth of government spending; 

achieve energy independence; and · 

advance the cause of world understa.nding. 

We have the ability. We have the know-how. In part
nership with the American people, we will .achieve_ these 
objectives. 

. . As our 200th anniversary approaches, w.e owe it to . 
ourse1 ves., and. to. pa.ster,i.ty, to ...rebuild Q.\,lr political.· and 
economic strength. Let us make America, once again, and 
for centuries more.to COJ!le, what it has s~ lqng been-- a 
stronghold and beacon-light of liberty for the world. 

THE WHITE HOUSE, 

January 15, 1975 . 
• 

GERALD R. FORD. 

# # # # 
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The President's State of tne Union Address.outllned the 
nation's current, economic situation ~nd outlo6k, and'his 
economic and tax program which··are designed to wage ·a. 
simultaneous three-front cat:rpaign against rec~ssion, in- . 
flation and enEfrgy deperidencEL. · .. ' · . ' . .. .., .. 

BACKGROUND 
\ .. ;. 

The U.S. economy is faced with tQ.e c.losely linked problems 
of inflation andrecession~ Durihg 1974, the economy 
experienced the .hiehest rate of inflation since Horld 
~-.Jar II. Lat~ 'in 1S7l}, ~~hen a recession set in·, unet!lploy
ment rose sharpJ;y· to over 7, ·percent:',· the highest _level 
in 13 years. · · · · · · 

Accelerated inflation had its roots in the policies of the 
past and several recent developmen-ts not subject· ·to U.S~ 
control. Specifically: , . 

. . - ~- ' ' ._ 

Excessive Federal spending.ti:nd lending for-oyer 
a decade' and too .'mtich .rioney and ch;edi t grQ'If7th. 

Unusua~lY. poor harvest_s contri,but:ed heav.,ily" to 
world-wi:d~ food· shortages. and es·calating fooq_ 
prices. . . , , . . . . 

Uorld petroleun product prices increased·· · 
dramatically due to the Arab nations' enbargo 
on shipments of oil to the U.S., the quadru
pling of the price of crude oil by the OPEC 
nations, and their sharn reductions in 
crude oil production to·· maintain higher prices. 
:.Ugher energy prices ,;-1ere passed through in 
the prices of other products and services. 

The decline in U.S. domestic production of oil 
and natural gas that be~an in the 1950's also 
contributed to higher enerr,y prices. 

more 
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An economic boom occurred simultaneously in 
the industrialized nations of the world. 

There were two international devaluations of the 
dollar. 

!n.flat:ion contributed strongly to the forces of recession: 

The real purchasing power of workers! pay.checks 
was reduced. ->-

Inflation. also -·reduced consumer confidence, 
cont:r:.tbuting .to the · mo~.t . severe s_l ump in . 
c,onsumer purchasing _since World War: II .. 

Infi;S:tion forced ·.interest: _rates 'to verY': high leve~;S '· 
draining funds out of financial institutions that 
supply most mortgage ,J.oans·· and thus sharply reduc~~g 
construction of home~;' 

Feder a~: GOvernn1ent spending an4 .lendlng ·programs, 
accounting for over hal£ the funds raised in 

. capital markets.,. reduced the. amount of money 
·available· for capital • investments needed t6 raise 
productivity and.increase living-standards. 

The economy is now in a full-fledged recessionand unemploy
ment will rise further.. Inflation continues at. a rapid pace 
and the need itp take immediate steps to· conserv-e· .en~rgy will 
further complicate the problem initially. 

There are ·no in-stant cu.r~·s. A.' car~ful' and balanced policy 
approa~h is required. It will take· time -·to yield full results. 
There l.S, however, no prospect of .a 1ong __ and deep economic 
downturn on the .scale of the. l9JD• .. s. . . ./ 

• ' . ' . . • i • . ---_ .. 

.. J 

..... · more .. c 
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HAJOR ELEl1ENTS OF THE PRESIDENT'S ECONOHIC AriD TAX PROGRAM 

I. .A $16 ~illio~ fetnporacy~.· A.t\~1,-Reces.sion !!!_ 
· R'eCiii"Etlon. · · ~~s maJor reduction ln taxes proposed 

<Eor Individuals and businesses is,designed to 
· restore · consumer.· c:onfldence and promote a recovery 
.of production and employmen~. The. recession is 
deeper and more widespread than expected earlier, 
but the tax reduction -- together with t~e easing 

· of monetary. condi.tions that:. has already taken 
place -- wi~l s;up'port a healthy economic recovery. 

'The tax reduct.ton mtist. be tempprary to avoid 
.excessive stimulus resulting.in· a new. price 
explosion and congested capital tna1"kets. The 
t·entporai:'y nature pf the reduction is· cbn'ststent 
wi·th the ·1ong-teX'm economic. goals of acht~ving 
and maint'aining reasonab.le price &ttability and 
raising the share·of national output devoted to 
saving and capital formation. 

II. Eneray Taxes and Fees. Energy excise taxes and 
fees on petroieum-anQ natural gas will reduce use of 
these energy sources and reduce the nation's need 
for importing expensive and insecure foreign oil. 
Removal of price controls from domestic crude oil 
(together with other energy actions) will encourage 
domestic oil production. A windfall profits tax 
would recover windfall profits resulting from 

III. 

crude oil decontrol. Energy taxes and fees are 
expected to raise $30 billion in new Federal 
revenues on an annual basis. 

Permanent Tax Reduction Hade Possible !}y Energy 
Taxes and Fees. The $30-or!lion annuar-revenue 
from ener~y conservation excise taxes and fees 
and the W1ndfall profits tax on crude oil would 
be returned to the economy through a major tax 
cut, a cash payment for non-taxpayers, and direct 
distribution to governmental units. Tax reductions 
are designed to go mainly to low-and middle-income 
taxpayers. 

more 
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IV., One Year Moratorium Q!!..New -Federal Spending Programs. 
The mo;oator+um on new sp,end1ng programs proposed by 
the·President will permit the Federal:Government to 
mover toward long-term budget; responsibility and to 
avoid refueling inflation.wnen the economy begins 
rising again. 

V. Budget Reductions. The President will propose 
·significant spending reductions in his Fiscal 
Year 1976 Budget. The reductions .total· more than 
$17 billion, including $7.8 .billion savings from 
reductions proposed last. year and $6.1 billion 
from the 5 p'ercent ceiling to be proposed on 
Federal employee pay increases and on Federal 
benefit pr.9grams that rise automatically with 
the Consumer Price Index. 

',• 

more 
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SPEC.J:FIC PROPOSAL$ ANNOUNCED BY THE PRESIDENT; . 

I. ·! Temporary, Anti-Recession Ta·x :cut of $16 ., ·· · 
,l~illion. The. President proposed a tetnpor'A.ry; · 
~ax reductiori of ~pproximately $16 billion ~9 
provide prompt stimulus to consumer spending .. 

.. · •:. 

. and business investment. The' tax cut is 

: ! 

divided 75 percent to indivi~Uals and 25 pe~cent 
to corporations, which is apptoximately the. 
ratio that individual income.~axes bear to 
corporate income taxes. The cuts would be:, 

A. A Tax Reduction for Individuals of $12.Billion. 

1. Individuals will receive a cash refund 
equal to 12 percent of their 1974 tax · · 
liabilities, as reported on their 1974 tax 
retu~ns nO.}'/ being filed, Up to a limit of 
$1 ,Obo. · ·Married couples filing separately 
would receive a.maximum-refund of $500 each. 

2·. The temporary reduction will be a uniform 
12 percent .for all taxpayers up .·to about the 
$41,000 income level where the $1,000 maximum 
takes effect, and will then be a progres
sively .. smaller· p-ercentage .for. taxpayers above 

. that leve 1 • · 

3. The z.-efund will be paid in two equal 
installme.nts in 19 7'!>' wi'th payments of the 
first installment beginnin:g iri May and the 
s,econd in September~ ' 

4·. ',,The ._proposal does n-ot affect in any way 
the' :{11.8.nner in which taxpayez•s complete and 
f.ile ~their 19-7;4 tax returns .• ;. Th'ey will file 
and pay-their tax in accordance with existing 
law.,. ,:without regard to .the tax reduction. 
Later,they will ·receive their refund checks 
front the Internal Revenue Service. Because 
nQ changes·in deductions and other such items 
are ir1Volved, the Internal Revenue Service 

. will b~, able to determine the amount of the 
r.efl.tnd·:~rid rnail the checks 'Without requiring 
further rorms· and computations-from taxpayers. 

more 

(OVER) 



Adjusted". 

10 
5. The effect of the tax refund can be 
illustrated for a family of four as follows: 

Present Proposed Percent 
Gross Income Tax Refund Saving_ 

$ 5,00Q. 
7~000 

10,.000 
12,500 
15,000 
20,000 
40,000 
50:;000 
60,000 

100,;)000 
200,000 

----
$ 98 ' $ 12 -12.0% 

402 48 -12.0% 
867 '104 -12.0% 

1,261- 151 ~ 1 : "-12. 0% 
-1,699· 204 -12.0% 

2j660 319 ·-12.0% 
7,958 955 -12.0% 

11,465 1~000 - 8.7% 
15,460 1~000 - 6.5% 
33~340 1,000- .. 3. 0% 
85,620 1,000 - 1.2% 

Although the taxpayer will not figure his own 
refund, it is a simple matter for him to 
anticipate how much the Internal Revenue 
Service will be sending him~ by calculating 
12 percent of his tota~ tax liability for the 
year (on Form 1040 for 1974, it is line 18, 
page 1" and on Form-104~A, l~ne 19). 

B. . ! TemporarY... Increase i~ Investment Tax Credit 
for Business and Farmers ~f j4 billion. 

1. There will be an increase for one year in 
the-investment tax credit to 12 percent for 
all taxpayers;; including utilities (which 
presently have·, in effect~ a 4 percent credit). 
Utilities will continue to receive a 12 percent 
credit for two additional years for qualified 
investment in electrical pow·er plants other 
than oil- or gas -fired facilities. 

2. This increase in the credit will provide 
benefits of $4 billion in 1975 to immediately 
stimulate job-creating investment. (In view 
of,the need for speedy enactment and the 
temporary nature of the increased credit, 
this change does not include the basic re-

. structuring of the credit as proposed on a 
permanent basis in October~ 1974-.) 

more 
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. ' 
·· ~· :· ,: ·J. ·<With" respect to utilities·~ it includes a 

, . temporary -increase in the ainount of credit 
which ~y-be used to offset' income tax. 

· ,, ... : · · ·' Under -current law.:> not more ·thp.n 50 percent 
. or·: the income tax liability. for. the year 'may 

. . b-e offset by the investment credit. Since 
·· "··'·'~~c: )-:J' many util-ities have c'redits• they have been 

:unable to use because· of th1s'·•·limitationJ 
:under this· proposal ut·ilit'fes ·w,.ll be permit-

=: ted· to use the credit to; i:>ffset up to 75 per-
·. 'cent. of. their tax 1iab11ity-· for" 1975, 

70 percent for 1976~ 65 percent· for 1977, and 
so on, until 1980) when they will in five 
annua1.steps have returned to the 50.pe~~nt 

; -. j 

.,. , ;!" lim.~t.ation applicable~ to :industry .. g~1;1erally. 
• # • • •' ' • : 

*'- ., 
I. 

'' '· 
. . ·, . 

. '·· 

I. 

more 
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4. The 12 nercent credit 'frTill apply to 
property placed in service during 1975 and 
to property ordered during 1975: if placed 
in service before the end of 1976. The 
credit will also be available .. to the extent 
of construction, reconstruction or erection 
of property by or_ for a taxpayer during 
.1975, without regard to the date ultimately 
placed in seryice. Similar x:ules will apply 
to investment in.electrical power plants other 
than oil~ _or_ gas-fired facilities, for which 
the 12 perc~nt credit will continue through 
1977 •. 

II. Enerfy Conservation Taxes and Fees .. Energy taxes 
and ees, !n conjunction 'frTfdi domestic crude oil 
price decontrol and the proposed windfall profits 
tax, would raise about $30 billion on an annual 
basis. The fees and taxes and related actions 
(discussed more fully in Part Two of this Fact 
Sheet) include: 

A. Administrative Actions. 

1. Import Fee -- The President is acting 
immed!ately~thin existing authorities to 
increase import fees on crude oil and 
petroleum products. These new import fees 
will be modified upon passage of the 
President's legislative package. 

(a) Import fees on crude oil and petroleum 
products will be increased by $1 effective 
February 1, 1975; an additional $1 effective 
t1arch 1; and another $1 effective April 1, 
for a total increase of $3.00 per barrel. 
Currently existing fees will also remain 
in effect. 

more 
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(b) FEA's "Old Oil Entitlements 11 program will 
be utilize4 to spread price increases on crude 
among all .. reffnerS::,. and to le$sen dispropor
tionate regional elfects, such as· .New England, 

. or; in any specific :industries or ~reas of 
human need where oil is essential: 

(c) As of February 1975, product imports 
will cease to be covered by FEA's "Old Oil 
Entitleme11ts". program. ··In .order to overcome 
any sever~ regional impacts that could be 
caused by large fees in· import dependent 
areas, imported products will receive a fee 
rebate ~orresppnding to the benefit which 

. would have·:been' obtained' .. under that program. 
The.rebate should be approxim8tely $1.00 in 

. February, $l.l•Q in March, and $1.80 per 
barrel thereafter. ·· · · 

(d) The import fee program will reduce 
imports by an estimated 500 000 barrels 
per day and generate about $400 million 
per month in revenues by April. 

2. Crude Oil Price Decontrol -- To stimulate 
domestic product1on and further cut demand, 
steps will be~.taken to remove price controls 
on domestic crude oil by April 1, 1975, 
subject to congressional disapproval as 
provided by §4(g) of the Emergency Petroleum 
Allocation Act of 1973. 

3. Control of Imports -- The energy conservation 
measures to oe imposed administratively out- · 
lined above, the energy conservation taxes 
outlined below and other energy conservation 
measures covered in Part Two below, will be 
supplemented by the use of Presidential power 
to limit oil imports as necessary to fully 
achieve the President's goals of reducing 
foreign oil imports by one million barrels 
a day by the end of 1975 and by two million 
barrels before the end of 1977. 

more 
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B~, -'Taxes Proposed-~ the Congre.ss. The President 
asked the c·~gress .·to ·pass Within 90 days a 
'Comprehensive ·energy conservation tax program 
which 't'Till raise an ·estimated' $30 billion in 
re"enues on an ··annual basis.' , The taxes proposed 
are: 

1. · Petroleum ·Excise Tax and t!ort Fee -- An 
eJt'Cise tax on all dooestic crue oiler $2 per 
barreL and a fee on imoorted. crude oil and 
product inports·' o.f. $2 per ·barrel·. 

2. ·.Natural· Gas:.Excise Tax ,__ An·rexcise tax 
· on natural eas:-o£ 37¢ per thousand cubic feet 
. '(mcf), ·the equivalent' on a Btu ·basis to the 

· · $2 per: barrel petroleum excise 'tax and import 
fee. ~ . 

. •. ·-

~· ' . ' ,. 
·.. ~' 

more 
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3. l~indfall Profits Tax -- To ensure that 
the end of controls on-crude oil prices 
does not result in one sector of the 
economy benefitting_unfairly at the expense 
of other sectors, a windfall profits tax 
will be levied .on the profits realize? by 
producers of domestic oil. This tax ~s 

. . intended to rec-apture excessive profits 
which.would otherwise be realized by 

_producers as a result of the rise in 
international oil .p.ri·ces. This tax does 
not itself cause price increases, but simply 
recaptures the profits from price increases 
otherwise induced. · It .. will, together with 
the income t~x on such profits, pr?duce 
revenues of .approximately $12 bill~on. 
In aggregate, the windfall profits tax is 

··sufficient to. absorb all the profits that 
.wo~ld otherwlse,flow from decontrolling oil 
prices, plus an .additional $3 billion. t1ore 
specifically the tax will operate as follows: 

(a) A windfall prpfits tax_ at rates graduated 
from 15 percent to 90 percent will be imposed 
on that portion of the price per barrel that 
exceeds the producer's adjusted base price 
and therefore represents a windfall profit. 
The initial "adjusted base price" will be 
the producer's ceiling price per barrel on 
December 1, 1973 plus 95 cents to adjust for 
subsequent increased costs and higher price 
levels generally. Each month the bases will 
be adjusted upward on a specified schedule, 
which will gradually raise the adjusted base 
price to reflect long-run supply conditions 
and provide the incentive for new investment 
in petroleum exploration. Percentage deple
tion will not be allowed on the windfall 
~refits tax liaLility. 

(b) The windfall profits tax rates will be 
applied to prices per barrel in excess of 
applicable adjusted base prices as follows: 

more 
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Portion o!' price per 
barrel in excess of 
ba~ and subject ~.tax 

Amount of tax --

Less than $0.20 '1'5% of amount 
· ·within bracket 

$0~20, under $0:5o 

$0.50:; under $L.:20 

$1.20, under.$].00 

$3.00 and over 

$0~03' plus 30% of 
amourtt within bracket 
$0.12 plus 60% of 
amoun:t within bracket 
$0.54 plus 80% of 
amount within bracket 
$1.98 plus 90% of 
amotint within bracket 

(c). The, windfall profits tax does not include 
a '·'Plowback'1 pr'ovis'iori, n.or qoes it contain 
exemptions 'for classes .of production or 

. produge.rs. It does:~ however,,. include the 
limita:tion that the amount stibject to tax may 
not exc.eed 75 pep.c;:en,; p:f th~ 'het income from 
the b'arrel of crude· oil·. · The tax will be 
retroa~'tive to January. l~ ~9.75. 

_(d) . The windfall pro,£it$ tax reduces the 
. q·a.se fcir the dep'letion allowance. 

· .. !. ' .•. ' 

., . 

:. •. 

more 
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III. Permane!!! Tax RecluctJo.n.s. at1d. ~ayments.. !9. i.'!on.~ 
Taxpayers Hade Possible.~·· Energy Coh~erviffOn Taxes. · ·. . ... , · · · · · · 

. o£· the '$3o· biiiioi1 in. revEmue raised annualfy ~by 
the proposed conservation taxes outlined above, 
about- $5 billion i~ ·paid by governments through·· 
the higher costs of·energy in the~r purchases .. 
This $5 ·billion includes: · .. . . . r . . . 

. .. . · $3 billion ·l.>Y the Federal government. 
·· $2 billion by state and local government~. 
' . 

The.P;-esident is p:reposing to the·Congress that 
$2 l:)ill.:i,on of the ~eyenues be paid ·.to State and·. 
local .. governments, pursuant to th~ di~tribution 
formu.las applicable·to·general revenue sharing. 
The other ~25 billion will be returned to the 
economy mostly iii the form of ·ta..1{· cd\:s·. cAs iri· 
the case of the .. temporary tax reduction, . t:his 
permanent ·change will be di'\td.de<l'·bet~4'een~ itidi'.,.;. 
viduals and corporations on a· ·75-25 percent· 
basis, about $19 billion for individuals and 
al;Jo,n.:t ~ $6 billion for corporati6t1s. Specifically, .. 
thj_~ JV"ould includ.e.; ·. · · ·· · 

A. .Reductions for Individuals in 1975 
Tax cuts for individuals will beiichieved in two 
ways~· · (1) through an increase in the Lm11 Income 
Allowance and (2).a cut in the schedule of tax 
rates~-' In this iNay, tax-paying individuals will 
receive a reduction of approxi~~tely $16·1/2 
billion, l'li th proportionately l~rger cuts ~going 
to low-and middle-income families. The Low 
Incooe Allowance will be increased fron the 
present $1,300 level to $2,600 for joint returns 
and 02,000 for sine+e returns. That will b~L~ 
the level at which~·:.returns are nontaxable to: . 
l-lhat is approxit'lately the current ''pdv~!.t.i:' level" 
of $5,600 for a family of 4. In addition/ the· 
tax rates applicable to y{lrious brackets of in
come t4'ill be reP,P,ced. . 'Il:ie aggregate effects. of. 
these. changes are as· follows: · · · · · 

more 
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Adjusted 
Gross Income 

Class 
($000) 

0 - 3 
3 - 5 
5 - 7 
7 - 10 

10 - 15 
15 20 
20 - 50 
50 - 100 

18 
(1975 Levels) 
($billions) 

Income Tax 
Paid Under 
Present Law 

3 
1.<3 
4.0 
8.9 

·Amount of 
Income Tax 
Reduction 

~25 
- 1.20 
.. 1.96 
- 3.30 
- 4.72 

2. 70 ... 

Percentage 
Reduction in 

Income Tax 
( ••• -. • • • • % 

-83.3% 
-66.7 

:-49.0 
-38.0 
~21.6 
-11.8 
- 4.8 
- o.o 

. . . . . . . . . . ) 

100 and over 

21.9 
. 22.8 
44.4 
13.5 

.J:.3. 3 

- 2.15 
.11 
.03 - 0;2 

Total 130.9 -16.50* -12.6 

*Does not include-payments to nontaxpayers 

The effect of these tax changes can be illustrated: 
for a family of 4, a~ follows: 

Adjusted Present lle'tv Tax· Percent 
Gross Income Tax 1/ Tax Savin8. .Saving 

$ 5,600 $ 185 $ o· $185 . 100.0% . . 

7,000 . 402 liO 292 72.6 
lO,OQO 867 518 349· . 40.3 
12,500 1,261 961 .300 23.8 
1.5,000 1,699 1,478 221. 13.0 
20,000 2,660 .2,450 210- 7.S 
30,000 4,988 4,337 . 151 ' 3. 0 
40,000 7,958 7,328 130 1.6 

!7 Calculated. assuming LO'tJ Income Allowance or 
itemized deductiqns equal to 17 percent of 
income, 'til;lichever is· greater. 

-B. Residential Conservation Tax Credit (Discussed 
in the Energy Section of this-rict Sheet). The 
President seeks legislation to provide incentives 
to homeowners for making thermal efficiency improve
ments, such as storm 't'lindo'tvS and insulation, in 
existing homes. This measure, along with a stepped-up 
public information program, could save the equivalent 
of over 500,000 barrels of oil per day by 1985. Under 
this legislation: 

more 
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1 .. ···A 15 perc·ent tax, credit re~roactive 
to·· January ·1~ 1975 for· the cost of certain 
improvements in thermal efficiency in 
residences would be provided. ·Tax credits 
would apply to the first $1,000 of 
expenditures and can _be claimed during 
the·next three.years~ 

-:.:- .. 
. . 

· 2~-- At least 18 million homes ~ould qualify 
for these tax benefits, estimated to total 
about $500 million annually in tax credits. 

Payments to Nontaxpayers of $2 billion. 
The final component of the $19 billion . 
distribution to~ individuals is a distribu
tion of nearly.$2 billion ·t6 nontaxpayers 
and certain.low-income taxpayers. For this 
low-income, group, a special distribution of 
$80 per adult·will be provided, as follows: 

1. .Adults who :would pay ·no ·tax ;even without 
the tax reductions in A above~ will receive 
$80. 

2 .. Adults who receive less than $80 in such 
tax reductions will receive approximately the 
difference. 

3· · Persons not •_otherwise filing returns but 
eligible for th~s~ ~pecial distributions 
will make application on simple forms provided 
by the Internal Revenue Service on which they 

· . would furnish their name J address" social 
security number, and income. 

4. For purposes of the special distribution, 
"adultsa are- individuals who during the 

._year are at least ·18 years old and who 
are not eligible to be claimed as a 
dependent under the Federal income tax laws. 

5 .. ·Since most taxpayers will receive their 
1975 income tax reductions in 1975 through 
reductions ·in. withholding on wages and 
estimated tax payments:; the special distribu
tion to non-taxpayers and: low-income 

more 
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taxpayer~w.ill also begin in 1975. 
It .. is anticipated that disbursement, 
based on 197~ income can be made in 
the. summer of 1975. 

p. Tax Reductions for Corporations. The 
corporate rate will be reduced by 6 
percentage points~ effectively lowering 

-the corporate rate from 48 percent to 
42 percent for .. 1975. The resulting 
bepefit in 1975-is estiinated·at about 
$6 billion. 

., ; <-, 

IV.· Moratorium on New Federal Spending Programs. 
The.fresident announced that he would propose 

· , no new Federal :spending. programs except for 
energy. He.· als·o indicated that he would not 
hesitate :t<o veto any new spending programs 
passed by the Congress. The need for the 
moi'ator;l.um.isdemonstrated by preliminary 
FY 1976 Budget estimat.es: · 

Fiscal Years Percent 
1974 '1975. 1976· 75/7~ 

~ 

Revenues 264.9 280 303 5.7% 

Outlays· 268 .• 4 . 314. 349 17 % 
Def-icit -3.5 32..;..34 45-~7 

Change 
. 7"6/75 

8. 2% 

11.1% 

NOTE: Esti:mates for 1915 and 1976 are subject to 
a. variation o.f $2 billion in the f.inal budget. 

V. Budget Reductions. 
·The budget figures shown ·above assume that 
significant.· budget reductions proposed by 
.the President·are effected.· Including re
ductions proposed in a series of special 
messages sent to the·last session'of·Congress, 
these budget reductions total more than $17 
billion. Of this total; over $6 billion will 
result from the proposed 5% ceiling on Federal 
pay increases and on those Federal benefit 
programs that rise automatically with the 
Consumer-Price Index. 

more 
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The followingsummar{tes·redUctions in 1976_spending 
to: cbe included in th'e 'upcoming budget:. 

'E;f~~ct_Q_f' J>udget reductions .. 
·.. proposed last year (ihcluding · 

administrative actions) • • •. ;. .• 

Amounts overturned by the 
Congress • • • • ·• • • • • • • 

Remaining savings • . . . . 
Further reductions to be propos:ed: 

Ceiling of 5% on Federal pay 
and programs tied to the 
CPI . •.. . • . • .... • • . 

Other actions planned • 

Total reductions . . . . 
·', 

l ~ " 

. ' more . ' 

(Outlays 
in billions) 

. .:- ) ·)_·1!:: 

.., $8; 9 ' 

- 1 . 

•1.1 'l 

':7 .a 

6.1 

3.6 

i7 .• 5· 

! . 
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The following lists those programs to which the 
5% ceiling will apply and shows spending. amounts 
for them: · 

Effect of 5% Ceiling on Pay Increases 
· · and Programs Tied t-o. CPI: ·· · 

(Fiscal year ·'estimates: Dollars in. btl lions). 

~~-fl::u~~1~~ith Difference 
1975 1975-1976 

Programs Affected Outlays ceiling · · ceiling (with ceiling) 
~ 

Social security 64·.5 t4.3 71.8 .· +7 .3 

Railroad 
retirement • • • • 3.0· 3-.4 3.3 +0.3 

Supplemental 
Security 
Income ••••••• . 4.7 5.5 5.4 +0.7 

Civil service 
and nilitary 
retirement 

:- ' 

payments . . . . . 13.5 16.2 14.9 +1.4 
.. 

Foreign Service 
* retiremen't ••• •. 1 ..• 1. '·:.1 

Food stamp 
-0.1 program ...... 3.7 3.9 -3.6 

Child 
nutrition . . . . 1.3 1.8 1.6 +0.3 

Federal salaries: 

£1ilitary . . . . . 23.2 23.1 22.5 -0.7 

Civilian ..... 35.5 38.9 38.0 +2.5 

Coal miner 
benefits 1.0 1.0 1.0 * • • • • • 

Total ••••• 150.5 163.2 162.1 +11. 7 

* Less than $50 million. 

Tiie 5% ceiling will take into account increases 
th.:lt h..::."'.'"" :;,1.:ready occurred since January 1, 197 5. 
Un<.~:'i.:' tx:: ;' ~ .. ::;::;., after Jun.e 30, 1976, adjustments 
v10'l!.~~. d be: :-:·::s\:,;·:·:ed in the same way as before the 
establisinnent of the 5% ceiling. However, no 
catchup of the increases lost under the ceiling 
would take place. 
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SUMMAR~ OF THE BUDGET INPACT OF THE-NEW TAXES AND FEES 
AND THE TAX CUTS -------
The f~llowing table summarizes th'~. estimated direct budget 
impact:~ on a· full-year-effect;ive basi·s, of the tax and related 
changes prop·osed by the President to' deal with th~ ·economic 
and energy situations: 

Revenue Rai.sing Measures 
• !"-

Oil excise tax and import fee 
Natural gas excise tax 
Windfall Profits tax 

Total 

·.· 

more 

Estimated Amounts ---rr billions) 
+ 9 1/2 
+ 8 1/.2 
+12 .. ' 
+Jq . 

.•. 
-··· 
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Revenue Disbursing. Measures 

Energy rebates: 
Income tax cuts, individuals 
Residential tax credit 

·uontaX:.payer 4i,st;ribution 
Corporate tax'cut · 
State and local governments 
Federa.l government costs 

Subtotal 

Temporary 'economic stimulus: 
Individual tax refunds 
Investment credit increase 

Subtotal 

Total Revenue Disbursing Measures 

Estimated Amounts 
($ billions) 

-16 1/2 
. 1/2 

- ,2. 
- .6 
- 2 
- 3 

-30 

-12 
- 4 

-16 

46 

The tax and related changes will go into effect at different 
times, but all of them during the year 1975: 

The energy conservation taxes are proposed 
to go into effect April 1. 

The increase in import fees would go into 
effect 

$1 per barrel February 1. 

To $2 per barrel Harch 1. 

To $3 per barrel, if the energy taxes 
have not been enacted, April 1. 

The windfall profits tax on crude oil would 
be effective as of January 1, 1975. First 
payments of the tax would be made in the 
third quarter. 

The permanent tax cuts for individuals and 
corporations made possible by the revenues 
from the energy conservation taxes would be 
effective as of January 1, 1975. The changes 
in withholding rates for individuals are 
expected to go into effect on June 1. The 
withholding changes will be adjusted so that 
12 months reduction is accomplished in the 
7 months from June through December. 
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The tax credit for. energy-·saving improvements 
to existing re~idences would go into effect 
as of January 1, 1975. 

The special distrib.utlon to nontaxpayers is 
expe·cted to be paid out in the summer of 
1975. . 

The $2 billion distribution to State and 
local governments would b~ effectiye with 
the second ·quart~r of 1975. ·· ·· · ; · · 

. . 

The tempora,ry anti-recession tax cut for 
individuals will be ·paid out in -two 
installments:. in the s~cond and third 
quarters. 

The one-year increase in'the investment 
tax credit becomes eftective~etroactively 

,_to January 1 ~ 1975. 

The timing of ·the various changes suggests a patt~rn of 
direct'.budget changes as follows .. ~-The timing of .the 
economic ·stimulus or restraint wi1;1 depend.., as w~ll:~ on.··· 
such factors as .the indirect effects of the budget changes" · 
the timing of the pass--through :of higher energy costs ·to 
final us·ers, . the extent to which the·· changes are ant.icipated) 
and a variety of monetary and financial developments that · 
arise out of these changes. 

Timing of Direct Budget Impact 

($ billions) 

Calendar Ye'ars 
--,-.----..;;...; 1975 1976 

Energy Taxes 
I · :II III IV ~ II III 

-+--=o,-:;;; . ..,...2 +a +12.6 +r:rJ ··+7.6.+7.5 +7.5 

Return of Energy 
Revenues to Economy 
Tax Reduction .o -3.2 ·- 9.0 -9.0 ,;.:5.6 -7.9 -6·3 
Non taxpayers - 2.0 -2.0 
S&L Gov 'ts ·· .. 0 -0.5 - 0.5 ··0. 5 . -0.5 -0.5 ·-o.5 
Federal Govt. . 0 .o - 0.8 -0.7 -0.8 -0.7 -0.8 

Temporary ']:ax Cut rO -6.1 -.'7·9 -OA) -0.8 -0.9 0 

Net Effect +0.2 -5.7 - 7.6 -3.2 -0.1 -2.5 -2.1 

more 
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-6.4' 
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~0.7 
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INFLATION IMPACT 

Both major parts of the tax package require inflation 
impact analysis. The excise taxes on crude oil and 
natural gas,' combined with the tariff and decontrol of 
prices of both 11 old" oil and new natural gas,~ will add 
to the general price level immediately. The consumer 
price index is expected to rise by about two percent 
when these tax and price increases go into effect. 
However:. this 'increase has a one-time impact on the 
price level that~ with exceptions in some areas~ should 
not add materially to inflationary pressures in future 
years. 

The inflationary impact of the $16 billion anti·-recession 
tax cut is more difficult to assess. While some eco
nomists may argue that a tax cut will add to the rate 
of inflation during the year ahead) others would contend 
that under present economic conditions, with ,unemploy·~ 
ment high and many factories operating wel.l below 
capacity, the predominant effect of the tax cut will 
be to stimulate spending, and that additional spending 
will have only a slight impact on prices. 

Whatever the precise price impact of this $16 billion 
tax cut during 1975, the most important fact about it 
from the standpoint of inflation is that it is temporary. 
With the recession still under way. the rat~ of irtflation 
will be coming down -- it will be too high;. but never-~ 
theless moving in the right direction. After the economy 
gets well into recovery:J however, too much stimulus would 
be sure to reverse the slowing of the inflat~on rate and, 
indeed, start a new acceleration. Thus., the tax stimulus 
must be temporary rather than permanent. 

The President has declared a moratorium on new Federal 
spending programs for this same reason. Budget expen
ditures are rising rapidly this year) in part) because 
of programs to aid the unemployed. That:is acceptable 
and highly desirable in a recession to relieve the 
burden on workers who are affected. It is also 
desirable because spending under those programs 
phases out as the economy recovers and unemployment 
falls. The increased Federal spending is only tempor·ary. 

Over the long-term, however) both Federal spending and 
lending have been rising much too fast> a fact that 
accounts for a substantial part of our current economic 
problems. A new burst of expenditure programs cannot 

1110re 
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help the Nat;l.on.recpver from.the current recession-- the 
impact would. come much too late' ,.. ... but it wo\,lld surely do 
much inflationary harm as the economy returns to prosperous 
conditions in the years ahead. Therefore:~ at the same 
time that taxes are being redu9e<;l to support a healthy 
recovery, policies"that would revive.inflationary pressures 
must be avoided after the recovery is underway. The size 
of currently projected Federal budget deficits precludes 
introduction of ne;w ~pending programs now that would raise 
inflationary pressures later. For~this reason) .the President 
requested that,,no new spending programs, except .as, needed 
in the energy area,. be.enacted so tnat we can regain control 
of the budget over .the long-run and permit a gradual return 
to reasonable price stability. 

PRESIDENTIAL PROPOSALS o:E_ ocTOBER ~ 1974 RESUBMITTED FOR 
CONGRESSIONAL ACTION 

In addition to the comprehensive set of economic and 
energy policies discussed in the State of the Union 
Message, the President asked that the new Congress 
pass quickly certain legislative proposals originally 
requested in his October 8, 1974, message. Those 
proposals would: 

1. Remove restrictions on the production of 
rice, peanuts, and extra-long-staple cotton. 

2. Amend P.L. 480 to waive certain restrictions 
on shipments of food under that Act to needy 
countries for national interest or humanitarian 
reasons. 

3. Amend the Antitrust Civil Process Act to strengthen 
the investigation powers of the Antitrust Division 
of the Department of Justice. 

4. Eliminate the U.S. Withholding tax on foreign 
portfolio investments to encourage such 
investment. 

5. Allow dividends paid on qualified preferred 
stock to be an authorized deduction for de-
termining corporate income taxes to increase 
incentives for raising needed capital in the 
form of equity rather than debt. 

6. Create a National Commission on Regulatory 
Reform and take prompt action on other reforms 
of regulatory and administrative procedures 
that will be recommended in the future. 

more 
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Strengthen our financial institutions and.. 
provide a new 'tax incentive fQr inves<tment 
iri residential rr.o~tgage~. · 

Permit more compet,it1on between dif:.fel-ent 
·modes of surface 't:ranspoi'tation (Th:e s·u.rface 
Transportation Act)~ · 

.. 
9·. Amend the Employment Act ·of 1946 to ·make 

explicit the goal of price -~tability. · 
(SU:bsti tute ;'to promote maximum employ
ment:. maximum. produc tJon > and s tabili:ty: 
of the general pric·e level 14 in pl~ce of 
the present language, i

1to ·promote maximum 
_employment~ product:t.on and purch~sing 
power~ '1') . 

. ~ ' 

more 

. ' 



.-~ : . 

... ~h~ .. President's Energy· Progran 
{~ncJ.udin0 ener:;y taxes and f~es) 

The President's State of the Union !~ddress- 'outlined the Nation's 
energy ou~look, set forth national energy policy objectives, 
and d~scr~Qed actions.he·is taking imnediately and indicated 
proposals h~ is asking the Congress to··pas.s. 

BACKGROUllD 

Over the past ~~70 years, progress has been made· in conserving. 
energy, e:xpand~ng enel:'gy. R(;;!J and improving Federal government .. 
energy organization. Despite such accomnlishments,. ue ;have · · 
not succeeded in solving fundamental problems and o~r :.::ational 
enerr.;y situation .is critical~ ... Our reliance on fore~en sources 
of petroleum is contributing· to· both inflationary. an.d reces
sionary press-ures in the United States .. t~orld economic 
stability is threatened and several industrialized nations 
dependent upon u~ported oil are facine severe economic 
disruption. . . . ·· • . 

~-lith respect to :the U.S. energy situation:· 

Petroleum is re'adily available from fore;gn 
sources -- but at arbitrarily hif,h prices, 
cau,sin[; mat;sive outflow of .. dollarl;l •. ~d a~-. 
the risk of increasino- our IJation • s vulnera
bility· to severe ·eci:mouic disli'Uption s~1ould 
another embargo be i~~osed. 

Petroleum imports remain at high level~ .• 
even at present hirh prices. 

., 
Domestic oil production contin~es to · 
decline as older ·fields ··are depleted and. 
ne~7 .fie"lds are :Ye.ars from' pro~uc tiop j. n. n ' 
million barrels per.day,in 1974 cocpared 
to 9.2 million in 1973. 

Total U.S.·· petroleuni corisumptiort. is · · · 
increasing, althoU;gh at slower rates · 
due to higher prices. 

H~tural gas shortages are forcing curtailment of 
supplies to Llany industrial firms arid denial of 
service to new residential customers. (14% 
eJ~pected this tvinter vetsus 7% last year.) This 
is resulting in unemployoent, reductions in the 
production of fertilizer needed to increase food 
supplies, and increased denand for alternative 
fueis /-·prinarily imported oil. 
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Coal production is at about the same level as in 
the 1930's. 

Nuclear energy accounts for only 1 percent of total 
energy supply and rie1r1 plants are being delayed} 
postponed or cancelled. 

Overall energy consumption is beginning to increase 
again. · · · · 

u.s. vulnerability to economic and social impact 
from an embargo increases with higher imports and 
will continue to do so until we reverse current 
trends, ready standby plans" and increase petroleum 

. storage. 

Economic impacts of the four-fold increase in OF'~C o:l,.l 
.prices include: -

Heavy outflow of u.s._ dollars ·(and .. in effect, 
'jobs)· to pay for growing oil imports ·-- about 
$24 billion in 1974 compared to $2.7 billion 
in 1970. 

Tremendous balance of payments deficits and 
possible economic collapse for those nations 
of Europe and Asia that must depend upon · 
expensive importeq.oil as a primary energy, 
source . 

. Accumulation of billions of dollars of sw-plus 
revenues in oil-exporting nations-- approxi .. 
mat ely $60 billion irt 1974 al.one. 

U.S. ENERGY OUTLOOK 

I. Near~Term (1975~1977): In the next 2~3.years. there are 
only.a few steps th~t can be taken to increase domestic 
energy supply ·particularly due to the long lead time for 
new production. Oil imp'orts will thus. continue to rise 
unless demand is curbed. 

II. Mid-Term (1975-1985): In the next ten years~ there is 
greater flexibility. A number.of actions.can be taken 
to increase' domestic supply J conver.t. from.foreign oil 
to domestic coal and nuclear energy" and reduce demand 
if the Nation_ takes tough actions. Vulnerability to an 
embargo can be eliminated • 

. more 



31 

III .• Long-Term (Be.yond: 198"5.) :: - Emet>ging energy sources can 
play a bigg·er,.role ln.suppX;Y"lhg u.s. needs -- the results 
of the Nation's expartde'O.''e·nergy research and development 
program. u :s. irtdei>t::!hdehce': · q'an be maintained. New 
technologies are the-'m6'st ·aigriificarit opportunity for 

_ other consuming nat_ions with limit.ed domestic resources. 
"•' : ' , .. - ; ;,j_.,_ : ~ •. ~•.,.J.,.'- '' ,- __ ~ '. ~-- -_. • ,. . 

,._ .:_; .! .• c' ~ ··: ~~-~. ~-

,., . ~ ,.. . ~. ~- ;... •if ' ' . . ---~. ;.. 

NATIONAL ENERGY POLICY''GOALS.AND PRINCIPLES .ANNOUNCED BY 
THE PRESIDENT -· . - . -

I. - Near-Term :(1975.;.19_77) :_ . Reduce oil imp9rts by 1 million 
;!< ~)' _ barrels per day by -the end of 1975 and 2 mi;J.lion barrels 
l' ;r'' _y.t by the end of 1977, through iminediate actions to 

~ J if~'- Ju~ ---reduce energ;y ~en;Iand and inc~ease domest~e supply. 

} '/-.. I{' (A) With no action, imports would be about 8 million 
~ ' barrels per .day by the end of 1977., more than 

20 percent above the 1973 pre-embargo levels. 

(B) Acting to meet the 1977 goal will reduce imports 
below 1973 levels, assuring reduced vulnerability 
from an embargo and greater consumer nation 
cooperation. _ 

(C) More drastic short-term reductions would have 
unacceptable economic impacts. 

II. Mid-Term (1975-1985): Eliminate vulnerability by 
achieving the capacity for full energy independence 
by 1985. This means 19e5 imports of no more than 
3-5'milliori barrels of oil per day, all of which can 
be replaced immediately from a strategic storage 
system and managed with emergency measures. 

(A) With no action, oil :imports by 1985 could be 
reduced to zero at prices of $11 ~er barrel or 
more -- or they could go substan~ially higher 
if world oil prices are reduced (e.g., at $7 

. per barrel, U.S. consumption could reach 
_24 milliqn barrels per day with imports of 
-above 12 million, or above 50% of the total.) 

,· -. . 

(Br ,~he u.s. anticipates a reduction in world oil 
prices over the _.n,ex~ several years • _ Hence, 
plans and poiic~ies must be established to 
achieve energy independence even at lower 
prices -- countering the normal tendency to 
increase imports as the price declines. 
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(C) Actions to meet the 1985 goal will hold imports 
to no more than 3-·5 million barrels per day;, 
eyen at $7 per barrel prices. Protection against 
an. embargo of the remaining imports ·can then be 
handled most ecpnornically with storage and 
.standby emergency measures. 

·rr':t'. ·Long-Term (B~yond 1985): Within this century J the u.s. 
should strive to develop technology and energy resources 
to enable it to supply a significant share:: of the .. · 
Free World's energy ·needs • ··· · · · 

(A) Oth~r. con~uming nations have insufficient fossil 
fuel resources to reach domestic energy 
s~lf-sufficiency. 

(B) The U.s. can again become a world energy supplier 
and foster world energy price stabili.ty -- much 
the same· as t.he,nation did prior. to the 1960's 
when it W'as .a major· supplier of world oil. 

IV. Principles: Actions to achieve the above national 
energy goals.must b'e based upon the following 
principles : · · · · · 

Provide energy to the American consumer at the 
lowest possib.le cost consistent with our need 
for secure energy supplies. 

Make energy depisions consistent with our overall 
economic goals. · 

Balance environmental goals with energy require·
.. ments. 

Rely upon the private sector and market forces 
as the most efficient means of achieving the 
Nat.ion 1 s goals.... but. act through the government 

_where the private sector.is unable to achieve 
our go~ls. 

Seek equity among all our citizens in sharing 
of benefits and costs of .. our energy program. 

Coordinateou]:' energy pqlicies with.those of 
other consuming.nations,to promote interde
pendence~ as well as independence. 

more 



33 

ACTIOHS AUHOm!CED '!.O'JA'Y l>Y TI~ PP..ESID~ITT ----- ...... ________________ , __ .. _ .. -· .. __ -----------
I. ACTIONS AHl10U~1CED BY TEE PRES IDEr~T TO l1EET 

HEAR-:_TE~1 ~OAL~\19/5 :.:r,-77} ___ --- -- ---

To oeet the national Goals, tne ·President ot1tlined a con·· 
prehensive program· of legislative· proposals to 'the Conr;ress 
~1hich he requested be· enacted vTithin 90 days and administra
tive actions that he l;lill begin inplenenting it.vJediately. 
The legislative package is nore effective and equitable than 
the administrative program, but the President indicated that 
the seriousness of the situation deuanded immediate action. 
These actions uill reduce overall energy denand, increase 
domestic production, increase conver'sion to coal, and reduce 
oil inports. They include: · · 

(A) ~dtlinist~C!_~iv~ ~ctions 

1. ~T-~,rt Fee ~·- Because of the ser:i.ousness o t,ieproolem and because time· is required 
for Conr;ressional action on his legislative 
proposals, the l,resident is acting ir:n:.tediately 
within eJdsting authorities to increase the 
import fees on crude oil and -r>etroleun 
products. These new ir.1port fees ·Hould be 
Ll.odified upon passage of the :?resident's 
legislative pacl:age. 

(a) Iruport fees on crude oil and petroleum 
products under the authority of. the Trade Expan·· 
sion Act of 1962, as an1ended, ~Till be increased 
by $1 effective February l, 1975> an additional 
$1 effective 'i"Iarch 1; and another $1 effective 
April 1, for a total increase of·$3.00 per 
barrel. Currently existing' fees \'Till also 
rer.:1ain in ef.fect. 

(b) FI.:A' s 'lOld Oil ::ntitleoents'.' prop;ran 
will be utilizec;l. to spread price increases 
on crude· at:1ong all refiners and. to lessen 
disproportionate regional effects, par· 
ticularly in the northeast. 

(c) As of February 1975, product inports 
will cease to be covered by FEA' s '10ld Oil 
Bntitler.:ents:• progran. In order to overcome 
any severe regional inpacts that could be 

· caused by larze fees in iaport dependent 
areas, inported products ~Jill ·receive a 
reqate corresponding to the benefit 'tJhic~1 
\-7ould. have been obtained under that 
Rrogran. 7he rebate should be approxinately 
..,1. 00 :in February, $L 40 in ·!arch, and Ql. SO 
per barrel in April: · 

(d).· This imr.>ort iee prosran would reduce 
imports by about 500,000 barrels ~er da~ .. 
In April it t70uld generate about .,40~ r.alll.on 
per nonth in revenues. 
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2. Backup Import Control Program-- The energy 

conservation measures and tax pJ>oposals : 
will be supplemented by the use of Presidential 
power to limit oil impo~ts as necessary to 
achieve the near-term goals. 

'· 

·3. Crude Oil Price Decontrol -- To stimulate 
production and .further cut demand~ steps 
will be taken to remove price controls 
on domestic crude oil by Aprit· 1, 1975, · 
subject to congressional disapproval as 
provided by ~4(g) of the Emergency 
Petroleum Allocatiori Act of 1973 . 

. 4. Incl:'ease Public 'Education on Energy 
Conservation -- Energy·. Resources Council 
will step·UP its efforts to provide infor
mationon'energy conservation methods and 
benefits. · 

(B) Legislative Proposals · 

1. Comprehensive Tax and Deconb:•ol Program -
The President asked the Congress to pass 
w.ithin · 90 days a comprehensive .:legislative 
package which couid lead to reduction of 
oil imports of .. 900 :~ 000 ·barrels per day 
by.1975 and 1~6~milli6h barrels by 1977. 
Average oil prices ··would rise about $4. oo 
per barrel of $.10 per gallon~ The package 
which will raise $30 billion· in revenues 
on an annual basis includes: 

(a) Windfall Profits Tax -- A tax on all 
domestic crude oil to c~pture the windfall 
profits resulting fro~'prfce dedontrol. 
The tax would take 88% of the windfall 
profits on crude oil and would phase out 
over several years. The tax would be 
retroactive to January 1, 1975. 

')'' 

(b) Petroleum· Excise Tax and Import Fee 
An ex·cise tax on all domestic crude oil 
of $2 per barrel and a fee on imported 
crude ~il and product imports of $2 per 
barrel. The new, administratively established 
import fee of $3 on crude oil would be reduced 
to $2.00 and $1 ~· 20 fee. on products would be 
increased to $2.00 when the tax is enacted. 
The product import fee would keep the excise 
tax from encouraging foreign refining and 
the· related.loss of jobs to the U.S. 
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(c) . New Rat·ural Gas· Deregulat-ion -- Remove 
Federal; interstate price regulation on new 
natural gas .to .i-ncrease· domestic production 
and reduce. d'ernand · for scarce ·n.at,ural gas 
supplies·.. · '· · 

( a) -Natural Gas Excise Tax --·An excise 
tax on. natural gas of-37~ per ·thousand 
cubic feet (mcf), which is equivalent 
on a Btu basis.tq_the $2 per, barrel petroleum 
excise tax and fee. This will,_,discourage 
attempts' to swit'ch to 'natural gas and a~t.,s'. 
to reduce natural gas demand curtailments. 
Since the usual results of gas curtailments: ··; · 
is a switch to oil, t'his will limit the ". 
growth of oil imports. 

Elk Hills Naval.Petroleum Reserve. The 
Pr.esident iS· askin.g . the Congress ·to permit 
production of the Elk Hills Naval Petroleum 
Reserve (NPR #1) under Navy control. 
Production could reach 160,000 ··barrels 
per day early in 1975 and 3'do,ooo barrels 
per day by 197_7. The oil prodqced would 
be used to top off ·Defense Depart,ment 
storage tanks, with the remainder sold 
at auction- or exchanged for refined 
petroleum Products used by the· Department 

. of Defense. Revenues would be used to 
finance f4rther exploration-,<development 
and production of the Naval;petroleum 
reserves and the strategic petroleum 
st~age·., ' · 

Conversion to the Use of Domestic Coal. 
The Pres"ident is askingthe. CongreSsto 
amend the Clean Air Act and the Energy 
Supply.and.Environrnental Coordination 
Act of 197'lJ to permit :a V:igorous program 
to make grea.ter use ~or domestic coal to 
reduce tpe need for oil. This program 
woUld reduce the -need £or oil imports 
by 100,000 barrels per day +in 1975 and 
300~ 000 barrels in 1977. Th.ese amend
ments would extend FEA's authority to 
grant prohibition orders from 1975 to 
1977, prohibit powerplants early in the 
planning process from burning oil and gas 
extend FEA enforcement authority from 197B 
to 1985, and make clear that coal burning 
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installations that had originally planned 
to convert from coal to oil be eligible 
for compliance date extensions. It would 

. give EPA authority to extend· compliance 
dates and eli~inate restrictive regional 

•environmental limitations. A plant could 
convert as long as its own emissions do 
not e:lcceed ambient air quality standards. 

II. ACTIOHS AHNOUHCED BY TI:Z PRESIDENT TO I1EET HID-TEPJ-1 
GOALS (1975-1955). -- --- -- ----

These actions.are designed to meet the goal of achieving 
the capability for energy independence by 1985. The actions 
include measures to increase .domestic energy. production 
(including measures to cope with constraints and strike 
a balance betl-7een environmental and energy objectives), 
reduce energy demand,· and ·prepare for any future emergency 
resulting from an embargo. 

(A} Supply Actions 

Naval Petroleum Reserve No. '• (Lefislative 
8roposal) -- The President is ask ng the 

ongress to authorize the exploration, de
velopment and production of HPR-l:. in Alaska 
to provide petroleum·for the domestic economy, 

·With 15-20% earmarked for military needs and 
. strategic storage. The t'eserves in UPR-l~ 
which are now largely unexplored could pro
vide at least 2 million barrels of oil per 
day by 1985. Under the legislative proposal: 

(a) The President.would be authorized to 
explore, develop and produce rWR-4. 

(b) The Government·' s share of production 
(approximately 15-20%) would be used to 
help finance the strategic storage system 
and to help fulfill military petroleum 
requirements. Any other receipts go to 
the United States Treasury as miscellaneous 
receipts. 
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OCS Leas in~ }Admini.strative) . -- The President 
reaffirmed l.S intentiQn to continue an 
aggressive Out~r Continental Shelf leasing 
policy, includinr; lease sales in the Atlantic, 
Pacific, and Gulf of Alaska. Decisions on 
individual lease sales lrlll aT:7ait completion 
of appropriate environmental studies. In
creased OCS leasing could add domestic pro
duction of 1. 5 rJ.illion barrels of oil and 
additional SU?plies of natural gas by 19G5. 
There l·dll be close cooperation "'ith Coastal 
states in their Rlanning for possible increased 
local development. Funding for environmental 
studies and assistance to States for planning 
hasbeen increased in FY.l975. 

Reducilg Domestic Enerr Price uncertaintt 
e"l.S atiVe ro osa -- Le~isiation wil 

e requeste aut or z pg and·-·requirine the 
President to use tariffs, import quotas, 
import price floors, or other measures to 
achieve domestic energy price levels 
necessary to reach self-sufficiency goals. 
This legislation would, enable the President 
t~ cope with possible large-scale fluctua
tions in world oil prices. 

Clean Air Act Amendments (LeRislative 
ro7.>osa -- In addition to the at:1endments 

out l.Ue earlier for short-term goals, the 
President is asking for other Clean Air 
Act amendments needed for a balance bet't"leen 
environmental and energy goals. These 
include: • 

(a) Legislative clarification to resolve 
problems resultin3 from court decisions 
with respect to sir.nificant air quality 
deterioration in areas already neeting 
health and welfare standards. 

(b) Extension of cm"lpliance dates through 
1985 to implelilent a new policy reearding 
stack gas scrubbers -- to allo"VT use of 
intermittent control systems in isolated 
power plants through 1985 and requiring 
other sources to achieve control as soon 
as possible. 
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(c), A P,ause for 5 years (1977-1981 model 
years) for nationwide ·auto· ·emission standards 
a.t ·the current California levels for hydro
carbons·(o.9 grams pet' mile) and carbon 
monoxide err'. grams .per mile)' and at 1975 
standards (3.1 grams permi]..e) for oxides 
·of nitr6geri (w~th ~he exception of California 
which·has adopted the 2.0 standard). These 
standards for hydrocarbons (HC). and carbon 
monoxi~e (CO) are more stringen_t than now 
required nationwide for-1976 model year's 

·cars. The c:tlangefrom the levels now 
·required for 1977-1981 niodel years in the 
law will have no s1gnificant. impact on 
airquality stapdards,.yet they will facilitate 
attainment of the goal of 40% increase in 
auto. ~~el efficiency by the 1980 model year . 

. { a) , EPA w+ll shortly begin comprehensive 
· hearings an· emission control~ and fuel 

economy which will provide more detailed 
· • ~at a .. for Congressional consideration. 

Surfac.e.Min~ng'(Legislative Broposal) --
The President is asking the. ~ongress to pass 

. a. ·surface mining bill which str1kes a balance 
between our desires for reclamation and 
environmental protection and our need to 
increase domestic·coal production substan
tial~i ove~ the next .ten years. The proposed 
legislation will correct the problems which 
led to. the President's veto .or a surface 
mining bill last year. 

Coal Leasing (Administrative) -~ To assure 
rapid production from existing leases and to 
make new,: low sulfur coal supplies available, 

;the President directed the Secretary of the 
·Interior to: · 

(a) ·Adopt legal dir'igence requirements to 
assure timely production from existing 
leases. · 

( o) Meet with. W~stern Governors· to explore 
regional·· questions on economiq, environmental 

· and social impacts associated wit.h new Federal 
co~l-le~ses. · 

(c) Design a program of new coal leasing 
consistent with timely development and 
adequate return on public assets, if proper 
environmental safeguards can be provided. 
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7. Electric Utilities --The President is asking 

the Congress for legislation concerned with 
utilities. In recent months, 60% 
of planned nuclear capacity and 30% of non
nuclear capacity additions have been postponed 
or cancel1ed by el.ectric· :.ut.ilities. Financing 
problems ·are worsening and<State utility 
commission practices have~c:not assured recovery 
of costs and :atiequate earriings. The transition 
from oil and gas-fired plants to coal and nuclear 
has been slowed greatly.~- 'contributing to 

·pressure for higher oil imports. Actions 
involve: 

(a) Uniform Inves·tment Tax C-redit (Legislative) 
an increase in the 'investment..·tax credit to 
eliminate the gap between utflities and other 
industries -- currently a 4% rate applies to 
utilities and 7% to others. 

(b) Higher Investment Tax Credit (Legislative) 
An increase in investment tax credit for all 
indust"!'y) including utilities, for 1 year --
to 12%. The 12% rate would be retained for 
two additional years for all power plants 
except oil and gas-fired facilities. 

(c) Preferred Stock Dividend Deductions 
(Legislative) -- A change ln tax laws applica
ble to all industries,·including utilities, 
which allows deductions of preferred stock 
dividends for tax purposes to reduce the 
cost of capital and stimulate equity rather 
than debt financing~ 

(d) Mandated Reform of State Utility Commission 
Processes (LegislativeT -- The legislation 
would selectively reform utility commis.sion 
practices by: (1) setting a .maximum limit 
of 5 months for rate or service proceedings; 
(2) requiring fuel adjustment pass-throughs, 
including taxes; (3) requiring that con
struction work in progress be included in a 
UtilityVS rate base; {4·) remOVing any ruleS 
prohibiting·· a utility from charging lower 
rates for'e1ectric power during off-peak 
hours·: and (5) allowing the cost of pollu-
tion control equipment to be included in 
the rate base. 

(e) Energy Resources Council Study 
(Administrative) -- Review and report to the 
President on the entire regulatory process 
and financial situation relating to electric 
utilities and determine what further reforms 
or actions are needed. ERC will consult 
with State utility commissions, governors, 
public utilities and consumers. 
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u. . ~~uc~~...¥.!'_ ~ower_ -·· To accelerate the gro"t-Tth of 
nuclear pm.rer \7hich supplies only one percent 
of our energy ne.eds, the Pres·ident is pro
posing, in addition to actions outlined above: 

9. 

(a) Expe_Q.iteit J..._i_c;ensing_ ~!ld ~!-~.!!l.? .. (Legislative) -
A Uuclear Facility Licens1;nr, Act to assure more 
rapid siting and licensing of nuclear plants. 

(b) 197_~- Budfet Increas~ (~.8.!.!3 .. !-_ative) ---
An· increase o $4lt.iillion in ap!1ropriations 
for nuclear safety,. safeguards, and \'Taste 
management. 

EnerEJ[ Facilities Siti~ (Le~islative) ~
LegislaFionooUld reauce ener';~y raciTity siting 
bottlenecks and assure sites for needed facili
ties u:i.th.proper land use considerations: 

(a) The legislation \~ould require that states 
have a cocprehensbre and coordinated process 
for expeditious revieu and approval of energy 
facility applications; and state authorities 
which ensure that final State energy facility 
d~cisions cannot be nullified.by actions of 

·.· of local governments . 

. (b) Provision for m.mers of eligible facilities 
or citizens to su~ States for inaction. 

(c). Provide no_Federal role in t.lB.kinz case by 
·case siting decisions for the States. 

~ner:gy Conservation !'.cti_o_!l_s_ 

The President announced a nunber of energy con·· 
servation ueasures to reduce decand, including: 

1. · Auto Gasoline J:1ilea~ Increases (Administrative) 
. The-Secre-tary. of Trarisi>ortal:Ton has 
obtained,written agreement,s with each of 
the najor domestic autonobile r.1anufacturers 
which will yield a 40 percent inprove·· 
'tlent in fuel efficiency gn a weighted 
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average for all new autos by 19&0 model year • 
. These agreements· are contingent. upon relaxation 
of Clean Air Act auto.emission standards. The 
agreement provides for interim goals, Federal 
monitoring and public re'port'ing of progress. 

'II- ••• • 

· Building Thermal Standards (Legislative) --
The President is asking Congress for legislation 
to establish national mandatory:thermal (heating 
and cooling) efficiency standards for new homes 
and·commercial_buildings which would save the 
equivalent of over one-half million barrels of 
oil I?er d~y by 19.85. . Under this legislation: 

.(a) The Secretary of Housing and Urban Develop-
·. ment 'sh~ll con:sult with engineering, architectural, 
·consumel'>, labor, industry,. and gpvernment repre
sentatives to' advise on development of efficiency 
standards. 

( ''6) Thermal standards· for one· and two-family 
dwel,lings will be developed and implementation 
would begin within one year. New minimum 
performance standards for energy in commercial 

· a!ld residential builQ.fngs would. be developed 
and implemented as soon thereafter as practicable. 

(~) Standards would be implemented by State 
and local governments through llocal building 
:codes. 

(d) The President also directed the Secretary 
of Housing and -Urban Devel~pinent' 'to include 
ener'gy conservation standards in new mobile 
home construction and safety standards • 

. 3~ Residential· conservation Tax :Credit --
The President is' asking Congress ·ror legislation 
t:o provi<;te· incentives to homeowners for making 
thermal ·efficiency 'improvements in existing 
homes. This ~easure, along ~ith a stepped-up 
public information program, could save the 
equivalent of over 500,000 barrels per day 
by 1985. Under this legislation: 

. 'I • 

(a) A-15 percent tax credit retroactive to 
January 1, 1975 for the· cost of.certain improve
ments in thermal efficiency in residences would 
be provided. Tax c~edits"~~ould apply to the 
first $1,000 o:f experiditu~es and can be claimed 
during the next three years. 

(b) Improvements such as storm windows, and 
insulation, would qualify :for the tax credit. 

more (OVER) 



42 

4. Low-Income Energy Conservation Program 
(Legislative) -- The President is proposing 
legislation to estab~ish a Low-Income Energy 
Conservation Program to offer direct subsidies 
to low-income and elderlY homeowners for certain 
energy conservation-improvements such as insula
tion. The program ls modeled upon a successful 
pilot program 1 in_ ·Maine. 

(a) The program would be administered by FEA, 
under new legislation, and the President is 
requesting supplemental appropriations in 1975 

.and $55 million in fiK~al y~a~'l976. - " . . . . ,. . ' . . ' 

(b) .Acting through the· States, Federal funds 
would be ~rovi~ed to pu~6h~ae materials. 
Volunteer~ orcommunity-groups could install 
the materials·. 

5. Ap-pliane·E{ Efficiency Standards· (Administrative) 
The-President: d~rected the Energy Resources 
Coun~ll to'devilop ~riergy efficiency goals for 

; major appliances. and':to obtain agreements 
within six months from the major manufacturers 
of these appliances to comply with the goals. 

· The ·goal is· a· 20% ·average improvement by 1980 
for all tnajbr appliances; including air condi
tioners~· ref:d:gerato_rs arid oth_er home appliances. 
J1chiev~mE!nt or·.rt·lieWe· :.:goats would save the 
equivalent of 'OVer orie-half.million barrels of 
~oil·· per' ·daY by 1985 :· If. agreement cannot be 
reached, the President will .. submit legislation 
to establish mandatdrf'appliance ~fficiency 
standa:t-ds.'· · .·· · ·. ~- '· . · 

6. Appliance;_ and Auto. Efficiency Labelling Act 
(Lee;islativ:eT ..... :- The Pre~~dent ._wtll ask the 
Congress to enact a mandatory labelling bill to 

·require·' that energ~. efficiency' labels be placed 
. on new ·appliances" and autos • . . 

(C) EmergericyPre£ared1;1ess 

The President anriourtced_that. comprehensive energy 
emergency· legislation· will be proposed,. encompassing 
two major components. i ·. . . 

. .... . ., 

1. Strategic Petroleum Storage· (Legislative) -
Development ·or &n energy storage system of one 
billion bar~els for domestic use ~nd 300 million 
b~rrels for ~ilitary use. The legislation will 
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· -.~autJ:lc:>~i~~ t~~· gpy~rnm_ent .. t.~ ~ur~n,ase and pre
p·are the ·storage> fac1-:J.ities (salt domes or steel 
tanks), while complejf ins~tttutional questions 
are ttesolved and ~before· 'Oil for ···storage is 
actually purchased. -FEA will-develop the over
all program. in coope·ration with·. the Department 
of the Interior and the Department of Defense. 

· All ·engineering, planning-, :arid envlronmental 
·studies wbuld be completed within one year. 
The 1-.3 ·billion barrels will·not be complete 
for some years, since· time· is required to 
purchase, prepare, and fill ~he facilities. 

. ~ - .. ' ~ ~ .. 

StandbY-~ Planning 'Authorities (Legislative) 
The President is~requesting a set of emergency 

. atandby- authorities to be used to deal with 
any significant future energy shortages. These 
authoritieswould also enable the United States 
to fully implement theagreetnent on an Inter
national Energy Program between the United 
States and other nations· signed on November 18, 

-1974. This legislation would-include the 
.·authorit-y to: 

(a) Implement energy censervation plans to 
reduce demand for energy; 

(b). allocate pet~oleumproducts and establish 
~rice ·controls-for-allodB:ted products; 

(c)· ration ruelsamong end users; 

(d) · allocate materials needed for energy 
·production where such materials niay be in short 
supply; 

(e) ·increase production ·or domestic oil; and 

(f) regulate petroleum inventories. 

III. ACTIGNS ANNOUNCED BY'THE PRESIDENT TO MEET LONG-TERM 
GOALS (BEYOND ~985"F .- - ---. 

The. expanded :r;-esea:iach and development program on which the 
nation is embarked will provide ·the basis for increasing 

·domestic energy suppliesandmaintaining energy independence. 
It will also make it possible iri the long run for the u.s. to 
export energy supplies ·and technology·to others in the free 
world. Important elements·are: 
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Synthetic Fuels Program Administrative -- The 
President announced a Uat1.ona ynt et c Fuels 
Commercialization Program to ensure at least one 
million barrels per day equivalent of synthetic fuels 
capacity by 1935, using technologies now nearing 
comcercial applicatiOn. . 

1. Synthetic fuel types to be considered will 
include synthetic crude from oil shale and a 
wide range of clean solid, liquid, and gaseous 
fuels derived from coal~ · 

2. The Program would entail Federal incentives 
(possibly including price guarantees, purchase 
agreements, capital subsidies, leasing pro
grams, etc.), granted competitively, and would 
be ainecl at.the production of selected types 
of gaseous and liquid fuels froc both coal and 
oil shale. 

3. The program will rely on existing legislative 
authorities, including those contained in the 
Federal Hon-Huclear Energy Research and Develop
ment Act of 1974, but new legislative authori
.ties will be requested if necessary. 

(B) Enerey Research and Develop~ent Program -- In the 
current fiscal year, ·the Federal Government has 
greatly increased its funding for energy research 
and development programs. These Federal programs 
are a part of a much larger national energy R & D 
effort and are carried out in cooperation ~-Tith industry, 
colleges and universities and others. The President 
stated that his 1976 Budget will continue to empha-
size these accelerated programs which include research 
and the development of technology for energy conserva
tion and on all forms of energy including fossil 
fuels, nuclear fission and fusion, solar and geothermal. 

(C) Energy Research and Development Administration -- (ERDA) 
The President has signed an Executive Order which 
activates, e:l:fective January 19, 1975, the Energy 
Research and Developnent Administration. ERDA will 
bring together in a sinele agericy the major Federal 
enerr;y R&D prograns which will have the responsibility 
for leading the national effort to develop technology 
to assure that the U.S. will have an ample and secure 
supply of enerey at reasonable prices. EP~A con
solidates najor R & D functions previously handled 
by the AEC, Depart!!lent of the -~nterior, r!ational . 
Science Foundation and Environnental Protection Agency. 
ErrDA will also continue the basic research, nuclear 
materials production and. weapons programs of the AEC. 

more 
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IMPACTS OP NEAR AND MID-TERM 

ACTIONS ON PETROLEUM CONSUMPTION AND IMPORTS 

NEAR TERM PROGRAM 
(l-IMB/D) 

CONSUMPTION IF NO NEW.ACTIONS 
IMPORTS IF NO NEW ACTIONS 

1975 
'llf:lf.· 

6.5 

1977 
!8.3 

8.0 

IMPORT SAVINGS 
Less Service Savings by Short~term 

Actions: 

Production from·Elk Hills 
Coal Conversiop-
Tax Package ' 

TOTAL IMPORT SAVINGS 

REMAINING IMPORTS 

tUD-TERM PROGRAt·i 

CONSUMPTION IF NO·NEW ACTIONS 
If.1PORTS IF NO NEW ACTIONS 

Less Savings Achieved by 
Following Action$·: 

OCS Leasing 
NPR-4 Development 
Coal Conversion . 
Synthetic Fuel commercialization 
Auto Efficiency Standards 
Continuation of Taxes 
Appliance Efficiency Goals 
Insulation Tax Credit 
Thermal Standards 

Total Import Savings by Actions 

Remaining Imports 

Less: 
Emergency Storage 
Standby Authorities 

NET IMPORT VULNERABILITY 

more 

1975 

0.2 
0.1 
0.9 

1.2 

5.3 

23.9 MMB/D 
12.7 MMB/0 

1985 IMPACT 
ON IMPORTS 

1.5 
2.0 
0.4 
0.3 
1.0 
2.1 
0.1 
0.3 
0.3 

,. 

3.0 
1.7. 

1977 

0.3 
0.3 
1.6 

2.2 

5.8 

8.0 

4. 7 . 

0 

(OVER) 
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INTERNATIONAL ENERGY POLICY AND ~INANCING_ ARRANGEMENTS 

BACKGROUND 

The cartel created by the Organization_. of Petroleum 
Exporting Countries (OPEC) has suc-cessfully increas_ed 
their governments' price for exports of oil from 
approximately $2 per barrel in mid·l973 to $10 per 
barrel today. Even after paying for their own increased 
imports, OPECnations will report a surplus of over~ 
$60 billion in 1974, which must be invested. Oil .. 
price increases have created serious problems for the 
world economy. Inflation pressures have been.inten .. 
sified. Domestic economies have been disrupted; 
Consuming nations have been reluctant to.borrow to 
finance their oil purchases because of current 
balance of payments risks and the burden o.f future 
interest costs and the repayment of massive debts. 
International economic. r.elations have been distorted 
by -the large flows of capital and uncertaintie~ 
about the future. · ·· 

u.s: POSITI6N 

The United States believes that the increased price of 
oil is the major international economiG p;rob,lem and has 
proposed a coniprehensi ve program for _red~cing the c,urrent;· 
exorbitant price.. Oil importing nations must cooperate ·· 
to reduce consumption and accelerate the development of 
new ·sources. of energy in order to create the economic 
conditions for .a lower oil price. ·However:· until the 
price of·oil dbe~ decline, international itability fuust 
be protected by financing facilities to assure o:J,.l 
importing natibns that financing will be available on 
reasonable terms to pay for their oil imports. The. 
United States is active in developing these financing 
programs. Once a cooperative· program for energy con·,· 
servation and resource development and the interim, .·. · 
financing arrangements are agreed upon, it will be 
possible to have constructive meetings with the oil 
producers. 

ACTIONS TAKEN BY OIL CONSUMING NATIONS 

The oil consuming nations have already created the . 
International Energy Agency to coordinate conservatiori· 
and resource development programs and policies for 
reacting to any future interruption of oil exports 
by producing nations. The four major· elements or · 
this cooperative program are: 

more 
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An emergency sharing arrangement to immediately 
reduce member vulnerability to actual or threatened 
embargoes by producers~ 

< • '; ' 

A long-term cooperative program to. reduce member·:: · 
nation dependence on imported oil; ·· ·· 

A comp~ehens'ive iriformation 'system 'designed ·to. 
improve.our knowledge about the world oil market 
and tO provide a basis for- con_sul tat ions ~among · ·. 
members and ihd1 vidual companies; and · · 

A framework for coordinating relations with producing 
nations and other less. developed .consuming countries. 

• .• • l . -

The Inter,nat:iC>nal Energy Agency has bee_~ established -~:s· 
an autonomous organization under the OECD. It is open·.· 
to all OECD :nations willing· and able to meet the. obli·-
gations created by the program. This international 
agreement, es,tablishes a number" of conservation" anc;I en~rgy 
resourc"es' development goals ·but each member "is left free 
to determine what domestic measures to use in·achieving 
the targets. This flexibility enables the United States 
to coordinate our national and international energygoals. 

OTHER U.S. ACTIONS AND PROPOSALS 

The United States has also supported p:r.ograms·rbr pro~ 
tecting international stability against distort·1ng- · ' · 
financJ,al_ flows created by the' sud'd.en increase _of·" oil 
prices.~ .. Although the· mas'sive· surplus of export earnings·· 
accumtil_ated by the prod·ucdng nations will ha,ve_ tq"be ·· 
invested in the oil consuming nations, it is un'li~~;LY' 
that these investments wilr .be distributed so as ·to · 
match exactly the financing needs of individual impor~- · 
ting nations. Fortunately the existing complex of 
private and official financial institut·ions has, :J:.n the 
case of the :lndustriali'Zed · countri~s, . been effective 
in redi~.tributing the masstve ·oil expqrt earnings to 
date.· However, there is concern· that· some· indiV'id~_al 
industrialized nations may not be able to con~.;1nue to 
obtain needed funds at reasonable interest-rates and . 
terms during the transition period until supplies are 
increased, conservation efforts reduce oil imports and 
the price of oil declines. Therefore, the United States 
has supported various proposals for 11 reshuf'f'ling" the 
recycled funds among oil cons.uming nations" including: 

more 
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:·· ot• 

l\1odification of International ·l\1onetary Fund' (IMF) · 
rules . to permitr. mor~, .exteAsi v,e rUS.e of. existing 
IMF resources without further ·delay : -~ · · ... -'' ·•' -·' . . - ·-" ': 

Creation of. a .·financial .solidarj.ty fac.ility .as 
a 01 safety netll. for participating, b_ECD. c<iuntries .. 
that are prepared to cooperate in an effort to · . 
increase conser.vation. and energy .res9urce deve~lop-
ment actions to create pressure to reduce the " 
present pr~ce :Of oil; 

Establishment of·· a special·· trust fund managed by 
the lMF 'wh,ich .woul,d ext,end balanc,,e of payment~ .· ·• .. 
assistance to the mq~t serious.ly .affe,qted dey¢lop--: 
ing nations on a conce.~s-ional bas:i:s 'not now possible 
under IMF . rules. · T~e ·tJni{ed .. States hopes tpat oil 
·exporting nations ~+ght contribute a maj o_r -~hare . 
of the trust·· fund and that .aQ.ditional reso:urces might 
be' provided through the sale. of a small' .portion of 
the IMF 1 s .. gold holdiJ.:).gs .. in whicl'l __ ,the.' di~fereritial 
betw~en the or:l,ginal cost of the. gold and the 
current market price would be added to the trust 
fund; and 

An ·increase ~n IMF quotas which.~p~l<l. make more 
resources availabl~·iR 1976i . 

These proposals wilf be discusse.d at. ridnist'eria.l le~el 
meetings of the Group.· of Ten,. the . IMF. Interim Comrriitte,e 
and the International· r1onetary Fun~/Int.ernational .Bank . 
for Reconstruction ap.q. Development .·committee in' 
Washington, D.C. January i4 to ,17: · · 

In these meetings, the, Unitcid States ·\.;ill 'continue to 
press its views·· concerning the fundamental ~mpor:tapce 
of international cooperation to.ac6iev~ necessary ~on
servation and energy. resour.ces de.velopment goals as .a. 
basis for p:rotect~ng our .nat.ional, · sec.uri ty and .underlyin·g 
economic strength.- · · · ·· - ·· -

' ' 
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BACKGROUND 

DATA HISTORY AND FORECASTS 

Q. Has demand for petroleum products increased since 
the embargo? 

A. Domestic consumption of energy is now beginning to 
increase again and is estimated to keep growing, · 
although at a ·slower rate than prior to the embargo. 
The latest figures show total domestic demand to be 
at 18.2 million barrels per day (MMB/D) as compared 
to 17.7 MMB/D at the close of 1973. Gasoline 
consumption dropped 3.4 percent during the first 9 
months of 1974 (as compared to 1973), but has 
increased since September .bu about 300,000 barrels 
per day. 

Q. What about production and import levels? 

A. 

Q. 

A. 

Q. 

A. 

Domestic oil procuction continues to decline as 
older fields have reached their peak. During the 
first eleven months of 1974, aomestic production 
averaged 8.8 MMB/D as compared to 9.2 MMB/D in 1973. 
A!3 .:J. result, imports continue to rise even with 
present high prices. We are now importing 7.3 MMB/D 
(average of 6.8 MMB/D in last quarter of 1974), as 
compared to 6.5 MMB/D in October, 1973, the month 
prior to the embargo. 

What about coal production? 

Coal (approximately 20 percent of domestic energy 
production) was the only major energy source that 
showed increased output during the first three 
quarters of 1974. Coal production in October was 
5 percent above its level for the same period in 
1973. However, the strike in November interrupted 
coal output and the industry has not yet regained 
former production levels. 

Do you foresee any shortages in the next 6 months? 

we do not expect shortages of petroleum products bu~ . 
we do project large shortages for natural gas, as h7gh 
as 14%. The greatest impact will be felt by electrJ.c 
utilities and industries that receive natu~al gas on an 
interruptible contract basis. These curtaJ.lments of 
natural gas have already had a serious impact on 
employment. 



Q. How high are current inventories? 

A. FEA figures indicate that December, 1974 crude oil 
stocks were about 20 million barrels higher (this is 
an adjusted figure to account for dispariti~s between 
the American Petroleum Institute and FEA reporting 
methods) than the same period of 1973. Similarly, 
stocks for refined petroleum products were higher in 
December 1974 than the corresponding month in 1973 due 
to reduced demand and increased imports. Coal stocks, 
however, are down as a result of the recent UMW strike. 

NEAR-TERM ACTIONS 



IHPORT FEE, TAX AND DECONTROL 

Q. Will the fee on imports create additional profits 
for the oil companies? 

A. 

Q. 

A. 

Q. 

A. 

Q. 

No, the import fee, by itself, will not increase 
industry profits. However, the fee will place 
an upward pressure on the price for crude. Since 
the price for uncontrolled domestic crude will rise 
to meet the world price, industry profits will also 
rise. This is why we are calling for a windfall 
profits tax as part of the energy proposals. It 
will be retroactive to collect any profits caused 
by Administrative actions. 

Won't certain areas of the country which are heavily 
dependent on crude oil or product imports suffer a 
disproportionate burden as a result of the tariff? 

No. The FEA is currently administering a program 
which substantially equalizes the cost of crude oil 
to all domestic refiners. This crude equalization 
program aids refiners with high crude costs at the 
expense of other refiners which have access to 
price-controlled domestic crude. Further, the 
product fees will be less than crude fees; there 
will be a $3 feenn crude and a $1.20 fee on refined 

products in April. · 

How does a tax or fee achieve our national energy 
goals? 

As a result of these measures, petroleum products 
will become more expensive relative to other goods 
and services, thereby encouraging conservation and 
disco.uraging consumption. Also, making imports 
more expensive than domestic supplies of petroleum 
encourages the production of domestic crude oil. 

.. 
Will . the fee help to lower world crude prices 
and protect us from another embargo? 

A. The fee program will help to reduce our imports 
of foreign oil by reducing our overall demand. 
As a result, we will have less demand for products 
from some OPEC nations • . To this extent, it may 
affect some prices being charged by certain OPEC 
nations. But overall, the fee will have a minimal 
effect on lowering world crude prices in the 
immediate future. 

Q. 

A. 

Q. 

A. 

Why didn't you tighten the mandatory allocation 
program which you already have authority to 
administer rather than raising prices? Why not 
rationing? 

The mandatory allocation program was designed in 
response to an emergency situation, and does not 
address the more basic economic issues. A tighter 
mandatory allocation program could necessitate a 

· significant increase in the Federal bureaucracy 
and could mean a return to the long gasoline lines 
we exp~rienced last winter. Additionally, rationing 
and pr1ce control programs are inevitably 
discriminatory against those who would enter the 
market and provide competition. 

While the Administration~ program, which relies on 
the market forces, is more effective, the President 
announced his intention to guarantee reaching the 
goals by using his authority to limit imports if 
necessary. 

How much more expensive will gasoline and other 
products be? 

On the average, if costs of acrude import $3 fee are 
spread evenly among all products, prices of gasoline and 
other petroleum products refined from the higher 
priced imported crude could rise as much as 5 cents 
per gallon (controlled domestic oil will stay at 
the same price). 

The total tax package and decontrol ~vould ultimately add 
about $4 a .barrel {10 cents per gallon) to the average 
costs of all produc·t3 .' 



Q. What are the lL11i ·ts to the President's power to 
institute a fee? 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

The President may impose a fee in response to a 
national security finding and should be established 
at that amount sufficient to offset the threat to 
national secu~ity. 

What additional actions are you asking from Congress? 

In conjunction with the establishment of the fee, we are 
asking Congress'f9r'--an-excise tax on domestic·crude oil 
(arid will maintain a fee on all -imports) 1 - the decontrol of 
old crude oil, d-eregulation of new natural gas, windfall 
~rofit~ - ~ax, and ~ natural gas excise tax. 

What are the differences between a tax, a fee and 
a tariff? 

All three are charges which can be used to produce 
revenue and all three have the effect of reducing 
demand. The differences lie in the source of 
authority to levy the charge. A tax must be levied 
by Congress for the purpose of raising domestic 
revenue. A tariff is a charge against imports and 
must also be authorized by the Congress. A fee is 
also levied on imported material but may be set for 
non-revenue purposes and need not be legislated. 

How much oil will the combined tax/fee program save? 

The overall tax-package will save an estimated 
1.6 MMB/D in 1977 and about 1.0 MMB/D in 1975. 

Will there be rationing? 

No, not unless another emergency embargo situation 

necessitates it. 

Why not? 

Rationing will not solve our long-term problems 
and will create severe energy disruptions in life
styles and would require a large bureaucracy to 
administer. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Wouldn't it be better to reduce demand by imposing 
import quotas instead of raising prices through a 
fee? 

No, it would not. Import quotas can cause disparities 
in the marketplace by mandating specific, allowable 
levels of products into the country. By raising 
prices via _a fee, the individual consumer can 
determine in what areas to conserve. While we are 
not considering the use of import quotas at this 
time, we will submit legislation requesting the 
authority to use tariffs, import quotas or other 
measures to achieve energy price levels necessary 
to reach our aoals. The Messaqe stated that Presidential 
power to limit oil imports would be used if necessary. 

· What is the effect of decontrolling domestic old 
oil? 

Prices on the domestic market will rise to meet 
world oil prices, and oil industry profits will· also 
rise. This is why we must have immediate enactment 
of a windfall profits tax - to preclude this from 
happening. 

Why are you req~esting the deregulation of 
natural gas prices? 

I want to let the free market work to the maximum 
extent possible. The deregulation of natural gas 
prices will greatly encourage higher production 
levels in the long run. As you know, we are 
currently faced with a natural gas shortage of 
14 percent for this winter. In the short run, 
higher prices will serve to lessen demand and will 
therefore mitigate the severity of this projected 
shortage. 

' Isn't the ultimate effect of this action going to 
be increased prices to the consumer? 

Yes, this will be the effect. We estimate that 
the typical monthly natural gas bill -to the 
consumer would increase by about $8 by 1985. The 
alternative to deregulation is less natural gas 
and higher costs for -other fuels, such as petroleum 
and electricity. 



Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

How much will natural gas prices rise in the next 
few years? 

We estimate that, as a result of deregulation, the 
average natural gas prices will rise from 31¢/mcf 
in the interstate market in 1974, to 35¢/mcf in . 
1975; 38¢/mcf in 1976; and 41¢/mcf in 1977. The 
average national natural gas price will be higher, 
because intrastate gas is not controlled. 

The estimated market clearing price for natural 
gas is 99¢/mcf, and would be reached by 1985. 

Why are you placing an excise tax on domestic 
natural gas? 

The excise tax on natural gas will approximate the 
excise tax and import fees on oil on a Btu equivalency 
basis. It will also inhibit preference for natural 
gas over oil. This tax will reduce the curtailment 
problem and lessen negative employment effects. 

How much will the production of qld oil be stimulated 
by price decontrol? 

We estimate that price decontrol could result in 
an additional 1-2 MMB/D of crude oil production in the 
next 3-4 y~ars. .. 

What are the advantages of an import fee over a 
gasoline tax? 

An import fee covers all crude and product imports 
and spreads the effects of demand reduction more 
evenly than a gas tax. The gasoline tax would have 
to be very large to save an equivalent amount of 
oil -- at least 30¢ per gallon -- and it would 
severely affect the already depressed automobile 
industry and numerous related industries. 

Why doesn't the Administration pr~vide pr~ority treatmen~ 
in domestic production of crude o~l relat~ve to the levy~ng 
of tariffs and excise taxes? For example, the fee on 
imported crude could be $2.00 per barrel, whereas, the. 
domestic excise tax would be at $1.50. Won't such a~t7on 
encourage domestic exploration as a result of an add~t~onal . 
financial incentive? 

The immediate import fees will raise the prices of imports 
relative to domestic production. In the long-run, and at 
the margin, decontrolled domestic crude would 7ise to ~he 
same selling price as foreign crude, and any d~fferent~al 
in taxes would probably only result in additional profits. 
Further, decontrol of old oil and higher prices should 
provide sufficient incentives to produce. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

NAVAL PETROLEUM RESERVES 

What is your specific proposal with regard to the 
Naval Petroleum Reserves? 

There are two ·proposals involved. We have asked 
Congress to permit production of the Elk Hills 
California, Naval Petroleum Reserve (NPR-1} under 
Navy control and are submitting legislation to the 
Congress to authorize the exploration, development 
and production of NPR-4 in Alaska. The oil produced 
from NPR-1 would be used to top off all Defense 
Department storage tanks with the remainder to be 
sold at auction or exchanged for refined petroleum 

· products used by the Department of Defense. The 
production from NPR-4 would orovide petroleum for 
the domestic economy as well as for defense needs. 

Wno will have Government authority for developing 
NPR #1? ' 

I have asked the Congress to permit production of 
the Elk Hills Naval Petroleum Reserve under Navy 
control. 

How quickly can NPR-1 and NPR-4 be brought onstream? 

NPR-1 can produce 160,000 barrels per day within a few 
months and 300,000 barrels per day by 1977. NPR-4 will 
take l~nger to produce as exploration and development 
must f~rst. take place. · 

Can we use the Trans-Alaska Pipeline to move NPR-4 oil? 

No. North Slope oil production will fill the capacity of 
the Trans-Alaska Pipeline and thus new transportation 
facilities will be needed for NPR-4. 

What is the time frame and cost involved in retrieving 
oil and gas from NPR-4 in Alaska? 

The development of NPR-4 will require several years 
and production is not expected before 1982 at the earliest. 
The cost would be more than $400 million if- explo'ratfon is 
done by the Government. If any part of NPR-4 is leased 
commercially, revenues could more than offset costs. rt 
is estimated that about two million barrels per day can be 
produced in NPR-4. 



MID-TERM PROGRAM 

OUTER CONTINENTAL SHELF PRODUCTION 

Q. How do you know there are sufficient quantities 
of oil and gas in the Outer Continental Shelf to make 
its development worthwhile? 

A. We don't know for sure that there are sufficient 
quantities for development although geological formations 
indicate that there may be. We are reaffirming our 
intention to continue an aggressive exploration and 
development policy. 

Q. What will be done to insure that the environmental impacts 
of oil and gas development in the OCS and other frontier 
areas will be kept to safe levels? 

A. We already have an extensive body of law desi0ned 
to protect the&e areas from unacceptable levels of 
environmental damag~ and a whole new level of technology 
(environmental monitoring protection) has been developed in 
response to these new laws. In the field of oil and gas 
developmenb technical procedures and equipment are now in 
use designed to prevent oil spills and to minimize and 
control them once they occur. In addition the development 
of environmental baselines and the requirement to monitor 
the sites under development insures that any adverse effects 
will be detected early to allow proper and effectiv e 
counteraction. 

The Council on Environmental Quality conducted an extensive 
study of oil and gas exploration in the offshore areas of 
the U.S. and concluded that with proper safeguards, these 
areas can be safely developed. The Department of the Interior 
has now adopted literally all of the recommendations of 
the CEQ report. 

In addition, new .funds are being requested for coastal 
zone management to investigate and develop further the 
additional safeguards needed to protect our environment. 
Of course, before any leasing of frontier areas is done, 
there . will be extensive public hearings and environmental 
impact statements to advise the public of th~ safeguards 
being taken. 



Q. 

A. 

Q. 

A. 

Q. 

A. 

DOMESTIC PRICE UNCERTAINTY 

How would you determine when our vulnerability to 
pressure from oil exporting countries is high~ . 
enough to make a price floor or other measure des1r~hle? 

our vulnerability becomes unacceptable when our e~pected 
level of imports could not be completely replaced_by 
emergency storage an~ standby_actions. If the pr1c7 
of imported oil decl1nes cons1derably, demand for_o1l 
would increase and import levels would get much h1gher. 

What is the difference between a quota and a price 
floor on imports? 

A quota is designed to restrict the actual amount of 
imports into the country while a price f~oor sets ~ 
minimum price for imports so that domest1~ fuels w1ll 
remain economically competitive with fore1gn sources. 

Wouldn't price floors maintain oil prices you have 
claimed are exorbitant? 

v~ would have no intention of setting a floor price at 
current world oil price levels ($11-12 per barrel). 
Rather, price floors could conceivably be set at a 
significantly lower level and still keep traditional 
domestic sources economic. 

Q. 

A. 

Q~ 

A. 

CLEAN AIR ACT AMENDMENTS 

Will the Clean Fuels Deficit be eliminated by Y?Ur 
proposed energy actions? 

Yes. The Clean Fuels Deficit is a term used to 
describe the potential shortage of low sulfur coal 
needed to meet emission limitations in 1975 and 
beyond. This shortage of low sulfur coal was at one 
point estimated to be as high as 200 million tons by 
mid-1975. The alternatives to these actions would be 
to curtail coal burning, thereby curtailing electric 
energy generation, or to import low sulfur oil to fill 
the ,low, sulfu,r::::~gal g~p~; thereby_ increasing _our oil l 
imports. The actions I propose include voluntary 
revision of State emission limitations, implementation 
of supplementary control systems and extensions of 
compliance deadlines to eliminate this problem. 

- .: 

By relaxing )auto emission requirements, aren't you 
letting the 'auto industry off the hook and at the same 
time lowering the quality of our air? 

No. We are actually moving to a tougher standard 
than now in force. I would like to emphasize that 
compliance with the legislative standards will still 
be required and cleaner air will thus be achieved. 
The interim standards set carbon monoxide and hydro
carbon emissions at the current California levels 
(9.0 grams and .9 grams per mile respectively) and 

NOx emissions at 3.1 grams per mile for all States 
except California, where 2.0 grams per mile will still 
be required. Thus, the quality of our air will not be 
significantly impaired nor will we be retreating to the 
uncontrolled emission levels allowed before the passage 
of the Clean Air Act. 

The proposal to extend the time required to comply 
with the original 1977 auto emission standards is 
based . on the need to balance fuel conservation with 
the Clean Air Act requirements; simply proceeding with 
the present schedule for emission controls would have 
involved the additional consumption of 1 1/2 to 5 1/2 

~billion gallons of gasoline per year by 1980. By 
extending the time required to comply with the final 
emission limitations we achieve fuel conservation in 
the form of a 40 percent fuel efficiency improvement . . 



Q. What are your plans for stack gas scrubbers? 

A. Certainly some types of scrubbers have not reached 
the level of effectiveness that other designs have 
reached. However, scrubbers will play an important 
role in our future expanded use of coal. By 1985, 
we expect that all plants which need scrubbers will 
have them. 

Q. Won't the Clean Air Act (CAA) and the Energy Supply 
and Environmental Coordination Act (ESECA) Amendments 
which you are proposing mean a retreat from our present 
efforts to clean the nation's air? 

A. No, it will not. There will -be a delay in achieving 
certain standards but the commitment remains firm. 

The purpose of these proposed amendments is to facilitate 
the use of coal thereby reducing our dependence on 
imported oil and to resolve the clean fuels shortage 
created by the unavailability of low sulfur coal and 
stack gas scrubbers. In no way are they intended to 
trade off our environmental needs for some quick energy 
solutions. 

Q. How will your plan to convert electric utilities from 
oil to coal affect air quality? 

A. There may be an absolute increase in air pollution 
as a result of converting from oil to coal but the 
burning of coal itself will not adversely affect air 
quality since all coal conversion candidates will 
have to develop plans for complying with primary 
air quality standards. These plans must be approved 
by the Environmental Protection Agency before con
version orders may be placed in effect. In certain 
instances, an oil burning facility required to convert 
to coal may have difficulty obtaining the necessary 
low sulfur coal or pollution control equipment. Such 
facilities will not be converted unless they can comply 
with ambient air quality standards which protect health. 

Q. 

A. 

It has J:>ee~ report~d that the delays you propose in 
auto 7mlSSlon requlrements represent .a deal with Detroit 
to galn your 40% fuel efficiency goal -- is this true? 

No, there is no deal involved. But this action is a 
~ecogn~tion of the \technical limitations that now exist 
ln trylng to meet bo~h the auto emission requirements 
as ~h7y presently exlst and the 40% increased fuel 
effl~l~ncy goal. By allowing for the delay we are 
provldlng for a m~re.gradual and less disruptive 
develo~ment o~ e~lSSlOn control equipment while at the 
same tlme achlevlng a 40% increase in fuel efficiency. 



Q. 

A. 

STRIP MINING LEGISLATION 

How will your proposed strip mining bill differ 
from the proposed· bill which Congress developed 
and you vetoed? 

On December 30,.1974, I gave my objections to the 
strip mining bill proposed by Congress. The 
Congressional bill would have resulted in a 
reduction in coal production, and. also contained 
too many vague and unclear requirements that could 
have led to an. extensive litigation between the 
Federal Government and various private interest 
groups. The bill I will propose will be similar in 

.many respects to the bill developed by Congress 
but amended to minimize these objections. 

Q. 

A. 

COAL LEASING AND PRICES 

Why do we need increased coal leasing in the 
United States? 

In order for the nation to meet the goals I have 
announced, we must act quickly to remove constraints 
and provide new incentives for domestic production. 
We must focus our production capability on coal as it 
is our most abundant domestic resource. The Federal 
Government owns over 200 billion tons of coal reserves, 
but only 6 billion tons are currently scheduled to 
support production by 1980. Thus, we should move 
ahead to design a new program of coal leasing and 
should speea up proauct1on trom these leases, pro
viding the environmental impact of these actions 
is acceptable. 

Q. What was the effect of the United Mine Workers strike 
on coal prices? 

A. Coal prices rose substantially on the spot market in 
anticipation of and during the UMW strike. The cost 

Q. 

.of the new UMW contract will add approximately $2-3 
to the price of a ton of coal in 3 years. Other factors 
continue to exert upward pressure on coal prices, the 
most notable of which is the return to the use ·of less 
expensive coal in place of higher priced oil by electric 
utilities. 

Even though the reserves are there, can the coal industry 
produce as much coal as we need in the short term? 

A. If we eliminate the uncertainties surrounding coal 
production, we can substantially close the gap between 
coal supply and demand. The program I have outlined 
addresses all these uncertainties (stripmining legis
lation, coal leasing, Clean Air Act implementation, 
oil import policy, natural gas pricing policy and 
electricity demand) and should serve to assure an 
increased production of coal. We may not, however, 
be able to assure that coal production meets our 
demands in the very near future due to the current 
high oil prices and the shortage of natural gas which 
heightens coal use. Increased coal production is also 
constrained by manpower and equipment shortages in 

~ the short term. 



Q. 

A. 

Q. 

A. 

Q. 

A. 

ELECTRIC UTILITIES 

What legislative · changes are you proposing for 
electric utility rate structures? 

The legislation we are proposing will require state 
regulatory authorities to permit the utilities under 
their jurisdiction to generate sufficient revenues 
to cover costs during a period of rapid inflation 
and heavy capital expansion requirements. 

Three of tpe provisions, including the cost of construction 
work in- progress in_ the · rat~. - base . mandating- fuel adjustment 
pass-tl)roughs, -and setting a .5 month ma~imum processing 
time for regulatory hearings, would require all - au~horities 
to adopt· procedures that are now being used in many 
jurisdictions. 

The off-peak pricing proposal would prevent authorities 
from limiting electric utilities in their efforts to 
increase revenues by selling more power· during slack 
demand periods. 

You said you would take further actions to aid electric 
utilities if necessary. What actions do you anticipate? 

At·this time, more than 60 percent of all planned 
nuclear plants have been delayed or cancelled. The 
Energy Resources Council will be working with the 
utilities and, if warranted, we will propose additional 
measures to get these plants going again. 

Many of these proposals will lead to increases in 
utility rates. .How large will these increases be? 

The inclusion of Construction Work in Progress in 
the rate base would add about 11 percent a year to 
prices and the limitation on rate decision delay 
would add about 5 percent next year, and probably 
less thereafter. The other proposals would add 
1 to 2 percent to rates. In all, for the first full 
year in which the charges would take effect, the 
additional increase would be almost 20 percent. 

Q. Why are you proposing rate increases in a time of 
double-digit inflation? 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

The increases in cost of elect ricity must be paid 
either directly by consumers, or indirectly through 
Government subsidy. Direct i n creases will cut back 
demand and reduce the overall increase required. 
A Government subsidy, on the other hand, means that . 
everybody pays, whether they use more or less. 
Therefore, price increases for electricity will 
assure that those who use more, pay more. 

I'm using less electricity but paying more. Why? 

Under last year's unusual circumstances (unprecedented 
oil price increases) the average per unit cost of 
electricity to industry rose 55 percent and 20 percent 
to residential consumers. This increase was so large 
that it offset most efforts to cut consumption. 
Rates should not increase as fast this year. 

Isn't the electric utility industry already making 
record profits? 

Profits did increase through 1973. However, in 1974, 
they began to decline. For the first three quarters 
of 1974, aggregate profits for the utility industry 
dec~ined by about 7 percent from those of the equivalent 
I?er1od of 1973. The critical issue, however, is that 
lnvestor-owned electric utilities are now earning 
less than thre7 ~i~es their total interest charges. 
A nu~ber of ut1l1~1es are only barely meeting statutory 
requ1rements for 1nterest coverage. 

How do you intend to monitor what electric utilities pay 
for f~el to make sure they are trying to be as cost
consclous as possible? 

Our pr~posal calls for the appropriate local regulatory 
a~thor1ty_to allow a justified fuel pass-through. It 
Wlll cont1nue to be the function of that authority to 
oversee these regulations. 



Q. 

A. 

Q. 

A. 

If investor-owned utilities are unable to remain 
solvent without Federal intervention, why aren't 
you proposing public ownership at the State/municipal 
level or nationalization? 

Public ownership as a solution implies that such 
ownership can solve the problem more cheaply. 
However, there is no consensus that publicly owned 
power is cheaper than privately owned power in the 
United States, except to the extent that it receives 
subsidization through cheaper capital and lower taxes. 
Such subsidy would tend to stimulate consumption 
relative to private ownership, and would be more 
expensive in the long run. 

Aren't you suggesting an infringement of states' 
rights? Isn't this unconstitutional? 

While regulation of utility rates has traditionally 
been under State jurisdiction, the interest of the 
country as a whole is at stake.· Specifically, the 
Interstate Commerce Clause gives the Federal Government 
the authority to regulate activities that affect 
interstate commerce - and it has been determined that 
consumption of electricity does affect interstate 
commerce. Most of these proposals are not new·and 
already exist in many states. What we propose will 
establish uniformity across the nation resulting in 
more equitable treatment of all public utilities. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

ENERGY FACILITY SITING 

What will the role of the States be in energy 
facility siting? 

Under the proposed facilities siting legislation, 
States will be required to develop and submit 
comprehensive management plans to the FEA for the . 
siting and construction of needed energy facilit~es 
within their boundaries. Each management plan w1ll 
have to be approved by the FEA before State implementation 
may begin. 

What if FEA .does not approve a plan? 

If a State fails to formulate an acceptable plan, 
the FEA Administrator may promulgate an energy facility 
management program for the State to administer. 

Can a State veto an FEA promulgated plan? 

No. 

Will the bill authorize FEA to overturn a State 
decision on a particular site application? 

No. If a State fails to comply with the plans 
requirements in a particular case, the applicant 
may seek relief in the courts. 



ENERGY CONSERVATION 

Q~ Arc the specific conservation measures you've proposed 
tough enough to provide the petroleum demand reduction 
necessary to achieve the import goal in 1977? 

A. 

Q. 

A. 

Q. 

A. 

Yes, they are. We are setting a goal to reduce imports 
by 2 MMB/D by the end of 1977. The savings from 
increased taxes and import fees amounts to 1.6 MMB/D 

· while coal conversion will bring an 0.3 MMB/D oil saving. 
The development of Elk Hills Naval Petroleum Reserve 
will allow us to cut another 0.3 MMB/D from our import 
needs and additional conservation programs (public 
information, auto efficiency standards, thermal standards, 
voluntary appliance standa~ds) will save even more. 

Why do we need long term conservation measures if; 
according to the Project Independence Report, 
accelerated development of our supplies alone will 
lead us to energy independence in 1985 if oil prices 
stay at $11 per barrel? 

We need long term conservation goals specifically 
because we do not expect that the future price of 
world oil will be ~ii ana we do not want prices that high. 
Since the world price may drop considerably below $11 
per barrel, we must make sure that the resulting 
increased demand will not increase our imports. We 
also need to stop using energy wastefully and to 
preserve our limited oil resources as much as possible. 

Will the conservation program you proposed result in 
attainment of the goal of one million barrels · per day 
savings in imports for 1975 that you established in 
your energy message to Congress in October, 1974? 

Yes. If it is all carried out -- higher prices 
resulting from the tariff and excise taxes, combined 
with the comparatively smaller immediate effects of 
specific conservation measures, such as the expanded 
conservation education program, the development of 
the Elk Hills Naval Petroleum Reserve, and coal 
conversion should provide us with at least one million 
barrels per day savings in projected imports by the 
fourth quarter of 1975. 

However, attainment of this very near term goal is 
not enough. Our attention must turn to the far tougher 
goals of reducing our vulnerability to foreign supply 
curtailments through 1977, and eliminating it by 1985. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

If energy efficiency improvements in the home 
effectively reduce fuel costs, why is a tax credit 
needed for thermal improvements? 

More and more Americans are highly mobile and do 
not remain in the same house for long periods of time. 
Because of this factor, and because it may take a few 
years to m~ke ~hermal insulation pay off economically, 
a tax cred1t w1ll encourage homeowners to insulate now 
regardless of how long they reside .-in. the same house. 

Secondly, because the economics of insulation do 
not pay off quickly, homeowners will have to pay 
higher first costs. In this period of recession 
many will find it difficult to pay higher first costs 
and a tax credit will help. 

Has the 55 m.p.h. speed limit been effective? 

Yes. Lower speed limits are directly attributable 
to lower death rates on our highways and is a 
factor in reduced gasoline consumption. As you 
know, the President just signed into law a bill 
making the 55 m.p.h. speed limit a national 
mandatory limit for interstate highways and urges 
all State Governors to vigorously enforce this 
limit. 

What steps are you taking to assure that conservation 
goals are met by industry? 

Members of the Administration have been meeting with 
industrial leaders on a regular basis to work out 
programs of industrial conservation. Y-Te are receiving 
commitments from these industries to conserve more 
energy and I am con.fident that industry is prepared 
to conserve as much as possible. If savings are 
not achieved by voluntary means, however, mandatory 
m~asures will be considered. 



Q. Will the mandatory thermal standards delay recovery 
for the construction industry anticipated during the 
second half of 1975? 

A. Since the mandatory thermal standards proposed will 
take six months to formulate, and subsequently will 
be implemented in a phased program over three years, 
this conservation action should have no impact on 
the recovery of construction expected during 197?. 

Q. Why did you decide against mandatory appliance 
standards? 

A. As in the case of automobile efficiency standards, 
before the Government should intervene in the market
place, industry should be provided an opportunity 

Q. 

to demonstrate that it can act responsibly and responsively 
to the higher value on energy. For this reason, we 
have allowed a short period for industry to voluntarily 
institute measures to increase energy efficiency in 
appliances and have asked the Energy Resources Council 
to work with industry to establish the voluntary standards. 

Why haven't you initiated any new public transportation 
programs? 

A. We are already doing a number of things to stimulate 
use of mass transit, including a rapid increase in 
funds for its development. Additional actions have 
not been taken because they would only result in small 
additional savings of energy. 

Q. Do you think your total energy program places as much 
emphasis on conservation as it does on resource 
development? 

A. Yes. The program being proposed is a tough mandatory 
energy conservation program and relies heavily on conser
vation to reduce imports in the short-term. 

EMERGENCY PLANNING MEASURES 



Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

EMERGENCY STORAGE 

What kind of specific authority are you requesting 
with regard to emergency storage? 

We are requesting authority to create and maintain 
a strategic reserve capacity of more than 1 billion 
barrels of petroleum and petroleum products and the 
authority to determine under what circumstances and 
to what extent those reserves should be used during 
emergency situations. This is sufficient to provide 
3 million barrels of oil per day for a full year. 

What is the benefit of a storage program to safeguard 
against an embargo if it won't be operational until 
1980? 

While it is true that a storage program won't be 
fully operational before 1980, it will provide some 
protection between now and then as stocks are 
gradually accumulated. Further, we will need the 
protection provided by a storage program after 1980, 
as the nation will continue to be dependent upon 
foreign imports to meet some portion of its energy 
needs. During this interim period, we will continue 
our efforts toward stringent conservation by all 
consuming nations. 

How will the program be financed and will the owner
ship be public or private? 

We have not firmly established yet how the program 
will be financed or who will own the storage facilities. 
These questions will be fully explored later in the 
planning and engineering stage. 

What products will be stored - crude as well as refined 
products? 

A. We currently anticipate that we will store predom
inantly crude oil, although there will probably be 
some storage of petroleum products, mainly for the 
needs of the Northeastern part of our country. The 
specific amounts of each type of storage will be 
determined in the planning stages. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Why would oil be stored in salt domes located in 
the Gulf Coast, when other regions are heavily 
import dependent? 

Suitable salt domes provide inexpensive storage 
facilities and are located near crude oil distri
bution centers, refineries, and transportation
facilities. Thus, during an embargo, oil stored 
in salt domes will be readily available to all 
sections of the country at equitable cost. 

How will the military be provided for in the event 
of another embargo? 

Of the 1.3 billion barrels of petroleum emergency 
storage capacity, 300 million barrels will be reserved 
for national defense needs in case of an emergency. 

Won't petroleum for storage have to be purchased 
from high priced foreign oil? 

No. We will not purchase significant quantities 
of oil for at least a couple of years, at which 
time prices may have broken. In addition, our 
strategic reserves will be partially filled from 
domestic sources. 

Will we store all the oil in salt domes, or will some 
be stored in conventional tanks? 

The type of storage facility, location c:-nd the mix . 
of crude oil and product to be stored w1ll be determ1ned 
in a report to Congress one year after enactment of the 
Strategic Reserve Bill. However, preliminary studies 
indicate that crude oil will comprise the majority of 
the reserve and will be stored in salt domes, although 
there will probably be selected product storage in 
steel tanks. 



STANDBY AUTHORITY 

Q. What kind of standby authority are you asking for? 

A. The main features of the proposed legislation to 
deal with emergency situations are: 

to allocate and control the price of domestic oil; 
to ration end use of energy directly if necessary; 
to implement energy conservation programs; 
to increase domestic oil production and allocate 
supplies of critical materials. 

to regulate and control petroleum inventories. 

This legislation will also contain authority for 
the U.S. to comply with the International Energy 
Program requiring international sharing of oil in 
times of emergency. 

Q. Why are you asking Congress for standby energy 
emergency authorities? 

A. In an emergency situation, such as an embargo, the 
President should have the authority to act quickly 
and effectively to minimize the impact on this 
country. Furthermore, standby conservation authority 
is one of the requirements of the International Energy 
Plan. I must emphasize, however, that this is "standby" 
authority to be activated only in a time of crisis. 

LONG-TERM ACTIONS 



Q. 

A. 

Q. 

A. 

RESEARCH AND DEVELOPMENT 

What are you doing about solar energy development? 

Federal funding for solar energy R&D has climbed from 
approximately $3 million in FY 1972 to approximately 
$50 million in FY 1975. The recently enacted Solar 
Heating and Cooling Demonstration Act of 1974 provides 
an additional $60 million over five years for 
developing and demonstrat~ng solar heating and cooling 
technology. Planning is well underway to implement 
this program. The Solar Research and Development Act 
which was also just recently enacted authorizes another 
$75 million in FY 1976 for solar energy R&D. The 
Administration is continuing to review the requirements 
of the program to determine the appropriate level of 
funding that can be usefully spent over the next five 
years to develop solar energy technology. 

What are your specific proposals with regard to 
increasing nuclear R&D? 

Nuclear energy holds great promise in satisfying our 
energy demand. Unfortunately, it now accounts for only 
1% of our energy needs due to technical problems, 
construction delays, and other bottlenecks which have 
slowed its progress. We are markedly increasing the 
budget appropriation for nuclear waste disposal and 
for continued improvements in safeguards. 

Q. Will your Synthetic Fuels Commercialization Program 
encourage oil shale development at the expense of the 
environment? 

A. No. The program could lessen environmental impacts 
if we can learn to commercialize cleaner types of 
production, such as in-situ processing of oil shale. 
In addition, one of the important purposes of this 
program will be to investigate and determine the 
environmental problems associated with synthetic fuels 
development and to identify the solutions. 

Only when we have developed commercially useable 
technologies which are environmentally acceptable 
~will we proceed to the final step of full commercial 
implementation. 

Q. 

A. 

Many environmentalists are concerned about the 
development and use of the nuclear breeder reactor 
what is the Administration's position on this issue? 

We have continued support of an expanded R&D program 
for breeder reactors and will spend over $500 
million in FY 76 to answer some of these questions. 

All projections indicate that nuclear power will 
become an increasingly important source of electric 
power generation. However, for such growth to occur, 
nuclear fuel will need tp be readily available, for 
our supply of economicaliy available domest~c nucl~ar 
fuel .is limited. Thus, we must supple~ent this domestic 
supply by developing other supply sources. 

The breeder reactor is one such supply source. 
Other sources of nuclear fuel and other methods for 
nuclear power generation are also being investigated. 

Q. What role will ERDA play in achieving these goals? 

A. ERDA's mission is to develop ways of using solar 
energy, geothermal energy, nuclear power, coal 
gasification and other new or undeveloped energy 
sources and will play a major role in achieving our 
long-term goals. 



ECONOMIC IMPACT 

ECONOMIC IMPACT 

Q. What impact will be made on the Federal budget by 
those programs proposed within the energy message? 

A. There will be very small budget impacts in FY 75. 
In FY 76 these programs could increase Federal · 
obligations by 100-200 million dollars, mostly for 
conservation and facility siting programs, but of 
course those are more than offset by the revenues 
raised by the conservation tax measures. 

Q. 

The emergency storage program will be financed from 
a special fund which will utilize revenues from Naval 
Petroleum Reserve production.: 

The Administration expects prices of energy and 
energy-intensive goods to rise, and plans to 
offset the impact by reducing income taxes. Won't 
this affect individuals and income groups differently? 
Will low-income households tend to be affected more? 
How does the Administration plan to assist low-income 
households? · 

A. Individuals and income groups will be affected 
differently by these proposals. What we can do and 
are doing is to provide a level of tax relief that 
will stimulate the entire economy for the benefit 
of all citizens. These tax cuts proposed by the 
Administration will provide relief to low-income 
households. In addition a rebate of $80 per adult 
will be provided to individuals whose incomes are 
so low that th~y do not pay taxes. 

Q. What are the long run and short run effects of the 
President's program on the regional costs of energy? 

A. While there will be some significant fuel price increases 
in the Northeast, the uneven regional effects will be 
dealt with through the existing cost equalization program 
and lower product import fees. In the longer term, 
regional effects will be handled by decontrolling the 
price of crude oil and thus eliminating any-petroleum 
price differentials. 



Q. What will the effects of the program be on the economy 
in terms of inflation and recession? 

A. This program contains the balancing elements essential 
to meet the problems inherent in the existing economic 
environment. It will reduce our balance of payments, 
increase domestic resource development, and encourage 
recognition of the need for energy conservation and the 
fact that energy is no longer abundant. This program 
will produce higher prices in the short run which will 
result in a one-time increase in inflation, but will 
prepare us for dealing with future energy disruptions 
which could be devastating to our economy. 

Q. How much will all your programs increase the average 
family's bills in a year? 

A. This program is estimated to increase the average middle
income family's energy budget by about $250 in 1975. 

Q. What will be the effect of this program on the dollar 
outflow for oil? 

A. The United States spent $2.7 billion on petroleum 
imports in 1970. This dollar outflow rose to 
$23.6 billion in 1974. If no new actions are 
initiated, we estimate the petroleum revenue 
outflow to reach $32.1 billion in 1977 and $32.4 
billion in 1985. With this program, we estimate 
outflows to be $21.3 billion in 1977 and $12.0 
billion in 1985. 

INTERNATIONAL 



INTERNATIONAL 

Q. How do you expect the OPEC producing -countries to 
react to your energy program? 

A. Most ?f the OPEC governments have urged on several 
occas1ons that the U. S. and other consumer countries 
adopt policies to encourage conservation and more 
rational energy use. Many of them have also suggested 
that the industrial countries accelerate the develop
ment of alternative energy sources to reduce demands 
on their non-renewable petroleum reserves. We believe 
t~ese features of the President•s program will be 
Vlewed favorably by the producing countries as well 
as by other importing countries. 

Q. Will we get any North Sea oil? Mexican oii? 

A. While the United States will strive to achieve energy 
independence, we will still have to import some oil and 
will try to import from relatively secure sources. We 
will pursue negotiations with Mexico and with North .Sea 
oil producers to add imports from these areas. 

Q. Regarding Canada•s decision to phase out exporting 
crude to the U.S., what effect will this have on the 
U.S., particularly on the Upper Midwest supply and 
demand situation? 

A. Domestic refiners in the upper Midwest will be obliged 
to obtain their crude oil from alternate sources. This 
will probably require the construction or expansion of 
pipeline capacity. Marketers in this region may be able 
to obtain refined products from Canada should a crude 
shortfall develop in the interim. Demand will be 
unaffected unless a severe product shortage arises, 
with its attendant gasoline lines and other inconveniences. 
Careful planning and timing should enable the change in 
supply patterns to take place with a minimum of 
disruptions in product availability or price. 

GENERAL 



Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

GENERAL 

Do you believe that the National Environmental Policy 
Act (NEPA) is a hindrance to the development of domestic 
energy production? 

No, I do not. NEPA was promulgated to insure that 
environmental concerns were considered in Government 
decision making. Because of this new, major consideration, 
decision making will in many instances take more time and 
require more detailed review than was required in the past. 
However, this process should ensure that the energy projects 
selected will maintain the quality of the environment. 

~hat would be the projected profit picture for the oil 
1ndustry this year if a windfall profits tax were enacted? 
If one were not enacted? 

Either way, we estirrate that profits will be relatively 
constant this year. If we maintain price controls but 
do not enact a windfall profits tax, we can expect industry 
profits to remain stable. If we decontrol old oil and 
enact a tax, we can expect a small decrease in profits from 
last year's levels. · 

What are you going to do about getting New England 
to build refineries? 

The'Administration intends to encourage refinery 
construction in all areas of the country and particularly 
in those in which there is a significant refining deficit. 
In New England, for example, it would be beneficial to 
have refining capability now and particularly if Atlantic 
OCS production begins. Refineries in that area could 
offset New England's extensive reliance on product imports 
and could create jobs. 

Why do we say that independence and self-sufficiency can 
now be attained in l985 rather than 1980 as was earlier 
announced by President Nixon? 

After a thorough review of potential domestic supply 
and demand for all fuels, on a regional basis, we have 
concluded that independence by 1980 cannot be attained~ 
The lead-times for exploring and producing oil from new 
sources and for constructing new facilities is too great 
to expand domestic supply sufficiently. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

How can you propose great i n creases in resource 
development when it is a fact that there are acute 
shortages of materials and equipment throughout the 
economy? 

At present, many categories of steel products, plate 
and tubular goods are in short supply. There is little 
that can be done to accelerate supply in the next 2-3 
years and that is why this program concentrates on 
reducing demand. Within the 1975-1985 time period, 
however, new capacity will come on-stream and the 
problem will be eased. 

In compiling your energy message, whose statistical data 
did you rely on -- industry or government? 

ours. One of the real achievements in the last year 
was growth in the capability ~f the Federal go~ernm~nt 
to provide its own energy data. The analyses 1n th1s 
program were developed by the government using its own 
reporting systems and analytical tools. 

What can the public do to contribute to the success 
of your program? 

I am hoping that all Americans wil~ s~p~ort this p~ogr~m 
in every way possible. The most s1gn1f1cant contr1but1on 
the average consumer can make is in the are~ ~f en~rgy 
conser .·ation --by installing thermally eff1c1ent l~s~la
tion in their homes, by lowering thermostats, by d r1v1ng 
55 MPH and by driving less. The greatest contributions 
will come when we all learn how to conserve which is why 
I have requested an increase of $4 milli~n in the govern~ 
ment's public information program. We w1ll try to ex~la1n 
the rationale and effects of this program to all Amer1cans 
in the next several weeks. 

What is the effect of the Trans Alaska Pipeline on 
domestic supply plans and will it help the situation? 
Are there any plans to speed up construction? What 
about a second pipeline? 

The Trans Alaska Pipeline will supp l y more than 2 MMB/ D 
o f d ome stic crude production, almost 20 p erc ent above 
curre nt production l e v e ls. To a ssure r apid c ompletion 
of,the pipeline, the Administration has already g iven 
priority to its requirements of e q uipment and materials. 
A second pipeline could be constructed later if necessary. 
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EFFECTS OF MID-TERM PROGRAM 
11985) 

DEMAND WITH NO NEW ACTIONS 23.9 MMB/D 
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1985 IMPACT 
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