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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE ACTION 
WASHINGTON 

Last Day - October 29 

October 25, 1974 

THE PREJ)DENT 

KEN co{!;./ 
Enrolled Bill H.R. 11251 

Duty-free Treatment for 
Methanol 

Attached for your consideration is House bill, H.R. 11251, 
sponsored by Representative Ullman, which provides for the 
duty-free entry of methanol when imported for use in pro­
ducing synthetic natural gas or for direct use as fuel; 
and contains tax riders relating to (a) transfers of 
accounts receivable to related Domestic International 
Sales Corporations (DISCs), and (b) rehabilitation ex­
penditures incurred with respect to low income rental 
housing. 

Roy Ash recommends approval and provides you with additional 
background information in his enrolled bill report (Tab A) • 

The Counsel's office (Chapman), the NSC, and Bill Timmons 
all recommend approval. 

RECOMMENDATION 

That you sign House bill, H.R. 11251 (Tab B). 

Digitized from Box 11 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

OCT 2 3 '4 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 11251 - Duty-free treatment 
for methanol 

Sponsor - Rep. Ullman (D) Oregon and 15 others 

~ . 
~0 ~ ?-' Last Day for Action 

\~\ October 29, 1974 - Tuesday 

Purpose 

Provides for the duty-free entry of methanol when imported 
for use in producing synthetic natural gas or for direct 
use as fuel; and contains tax riders relating to (a) 
transfers of accounts receivable to related Domestic 
International Sales Corporations (DISCs), and (b) rehabili­
tation expenditures incurred with respect to low income 
rental housing. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Department of Commerce 
Department of the Interior 
Federal Energy Administration 
Federal Power Commission 
Council of Economic Advisers 
Department of Labor 
Department of Housing and 

Urban Development· 
Office of the Special 

Representative for Trade 
Negotiations 

Department of State 

Council on International 
Economic Policy 

Approval 

Approval 
Approval 
Approval 
Approval 
Approval_llilfor~ll") 
No objection( lnformdlil 
No objection {.Informally) 

No objection (In allt) 

No objection 
(Sections 1 and 2) 

No objection 
(Sections 1 and 2) 

No objection 
(Sections 1 ~· 



Discussion 

The enrolled bill contains the following provisions: 

Duty-free entry of methanol (Sections 1 and 2) 

Methanol (methyl alcohol) , which can be produced from 
natural gas by a relatively simple chemical process, 
may be used directly as a fuel or it may be converted 
to synthetic natural gas. 

2 

Recent research shows that, with the introduction of new 
technology coupled with increasing energy shortages, 
transporting natural gas in the form of methanol from 
remote gas-producing areas, such as Saudi-Arabia, Iran, 
and Indonesia, to u.s. energy markets is more practical 
than shipping it in the form of liquified natural gas 
(LNG), as is currently done. The existing statutory 
duty on imported methanol, however, precludes the 
economical importation of methanol to supplement domestic 
energy sources. 

Sections 1 and 2 of the enrolled bill would provide for 
permanent duty-free entry of methanol from countries 
granted most-favored-nation-tariff treatment when it is 
imported for use in producing synthetic natural gas or for 
direct use as a fuel (it should be pointed out that imports 
of natural gas and LNG are presently accorded duty-free 
treatment). The duty-free rate would not apply to methanol 
imported for other uses or from communist countries (except 
Poland and Yugoslavia which have MFN status). 

Since domestically produced methanol is used primarily in 
the synthesis of other chemicals and as a solvent, not as 
a fuel, .the enactment of sections 1 and 2 of H.R. 11251 
should not adversely affect domestic industry. The bill 
does contain a provision, however, that would permit parties 
affected by methanol imports to apply for trade adjustment 
or adjustment assistance should such relief become appropriate. 

Transfers of accounts receivable to related DISCs (Section 3) 

This section would amend the DISC provisions of the Internal 
Revenue Code to expand the definition of "qualified export 
assets" of a DISC to include accounts receivable and other 
evidences of indebtedness arising out of the transactions 
of a related DISC (i.e., a DISC that is a member of the 
same controlled group as the subject DISC). 



Under current law, such accounts receivable and other 
evidences of indebtedness are "qualified export assets" 
only if they arise from transactions of the DISC which 
holds them. 

Treasury stated no objection to similar legislative 
proposals (H.R. 5400 and Amendment No. 648 to H.R. 8214) 
in reports to the House Ways and Means Committee and the 
Senate Finance Committee. 

Rehabilitation ex enditures incurred with res ect to 
low J.ncome rental housing Section 4 

. 
This provision would extend the period for special tax 
treatment of certain low income housing rehabilitation 
expenditures. 

The Internal Revenue Code currently permits taxpayers to 
depreciate rehabilitation expenditures over a period of 
60 months, and is applicable only to expenditures made 
prior to January 1, 1975. 

Section 4 of H.R. 11251 would extend this cutoff date 
to January 1, 1978, provided that the expenditures are 
incurred pursuant to a binding contract entered into 
before December 31, 1974. 

Enclosure 

1t~tf~w<_ 
Assistant Director for 
Legislative Reference 

3 



ASSISTANT SECRETARY 

Dear Sir: 

DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

OCT L 81974 

This is in response to your request for the views 
of the Treasury Department on the enrolled bill H.R. 11251, 
which amends Subpart D, Part 2, Schedule 4, of the Tariff 
Schedules of the United States (TSUS) by striking out item 
427.~6. TSUS, and inserting in lieu thereof two new items 
427.96 and 427.97, to provide for the duty-free entry of 
methanol imported for use as a fuel. 

Proposed item 427.96 would provide for the duty-free 
entry under column 1 rates of duty of methyl alcohol imported 
only for use in producing synthetic natural gas (SNG) or for 
direct use as a fuel. The column 2 rate of duty would be 
18 cents per gallon. Proposed item 427.97 would provide 
for a column 1 rate of duty of 7.6 cents per gallon and a 
column 2 rate of duty of 18 cents per gallon for methyl 
alcohol used for any other purpose. 

Section 2 would provide that the duty free treatment 
for methyl be treated as having been proclaimed by the 
President as being required or appropriate to carry out 
foreign trade agreements to which the United States is a 
party, thereby permitting parties affected by methyl 
imports to apply for trade adjustment or adjustment assist­
ance. 

Section 3 would amend the Domestic Internal Sales 
Corporation (DISC) provisions of the Internal Revenue Code 
to expand the definition of "qualified export assets" of a 
DISC to include accounts receivable and other evidences 
of indebtedness which arise out of the transactions of a 
related DISC (i.e., a DISC that is a member of the same 
controlled group as the subject DISC). Under present law, 
such accounts receivable and other evidences of indebted­
ness are "qualified export assets" only if they arise by 
reason of transactions of the DISC that holds them. This 
provision is identical to Amendment No. 648 to H.R. 8214 
respecting which this Department gave a no opposition report 
on November 30, 1973 (copy attached). 
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Section 4 extends the applicability of the provi-
sions of section 167(k)(l) of the Internal Revenue Code 
of 1954 (relating to depreciation of expenditures to 
rehabilitate low income rental housing). Section 167(k)(l) 
is presently scheduled to expire at the end of this year. 
Under section 4, the provision would remain in effect for 
expenditures incurred before January 1, 1978, pursuant to 
a binding contract entered into before December 31, 1974. 
The Ways and Means Committee had tentatively decided to 
adopt a more general extension of 167(k)(l) until January 1, 
1978, and to liberalize the provision somewhat. We have 
supported that action and believe that section 4 of the 
enrolled bill is a desirable transitional measure pending 
adoption of the broader provision. 

Accordingly, the Treasury Department recommends that 
these provisions be approved by the President. 

Director, Office of Management 
and Budget 

Sincere~y OL 
Frederic W. Hickman 
Assistant Secretary 

Attention: Assistant Director for 
Legislative Reference, Legislative 
Reference Division 

Washington, D. C. 20503 



THE GENERAL COUNSEL OF HOUSING AND URBAN DEVELOPMENT 

WASHINGTON, D. C. 20410 

Mr. Wilfred H. Rommel 
Assistant Director for 

Legislative Reference 
Office of Management and Budget 
Washington, D. C. 20503 

Attention: Mrs. Garziglia 

Dear Mr. Rommel: 

Subject: H. R. 11251, 93d Congress, Enrolled Enactment 

This is in response to your request for our views on the 
enrolled enactment of H. R. 11251, an Act "To amend the Tariff 
Schedules of the United States to provide for the duty-free 
entry of methanol imported for use as fuel, and for other 
purposes." 

This Department is concerned only with section 4 of H. R. 11251 
which would extend through December 31, 1977 that provision 
of the Internal Revenue Code, section 167(k), which permits 
a taxpayer to depreciate expenses for the rehabilitation of 
low- and moderate-income housing over a sixty month period, 
with no salvage value, and with the straight line method of 
depreciation. The extension would apply only to those 
rehabilitation expenditures incurred pursuant to a binding 
contract entered into prior to December 31, 1974. 

It is our understanding that section 4 was added to H. R. 12251 
in order to extend section 167(k) on an interim basis pending 
further consideration by the Congress of a general extension 
and similar tax incentives. This Department, insofar as 
section 4 of H. R. 11251 is concerned, has no objection to 
Presidential approval of the enrolled bill. 

Sincerely, 

~;)f 
. Elliott 



FEDERAL POWER COMMISSION 
WASHINGTON, D.C. 20426 

ENROLLED BILL 
H.R. 11251 - 93d Congress 

Honorable Roy L. Ash 
Director, Office of Management and 
Executive Office of the President 
Washington, D. C. 20503 

Budget 

Attention: Mrs. Louise Garziglia 
Legislative Reference Division 

oC'r 2 a 1974 

Room 7201, New Executive Office Building 

Dear Mr. Ash: 

This responds to Mr. Rommel's request for our comments 
on the subject Enrolled Bill. 

As we stated in our report on this bill submitted to 
the House Ways and Means Committee, in terms of economics 
and fuel supply, the advantages of methanol importation 
outweigh any possible disadvantag~s at-a time when domestic 
fuel supplies are :scarce. Methanol is a product which can 
be manufactured in large quantities from natural gas by a 
relatively simple process.' It can be transported by regular 
tanker and stored at atmospheric pressure. It would require 
separate storage facilities and special combustion equipment 
which could be adapted from existing equipment at reasonable 
cost. Storage costs of methanol would also be lower than 
that for natural gas or LNG. 

The use of methanol as a direct fuel would be preferable 
to the use of SNG derived from methanol primarily because 
its conversion to SNG requires a further input of energy. 
Additionally, the combustion of methanol produces smaller 
amounts of the nitrogen oxide pollutants than SNG. Methanol 
is, therefore, a eleaner burning fuel than SNG. This 
latter advantage facilitates the substitution of methanol 
for petroleum in steam-electric plants and for natural gas 



Honorable Roy L. Ash - 2 -

in those plants which are losing their gas supplies. Still 
a third possibility is its use as a substitute or supplement 
ta imported LNG in coastal areas. 

From an economic standpoint, the elimination or 
reduction of the tariff would make methanol more competitive 
with LNG, thus providing a short-term supplement to domestic 
energy supply. Importation of methanol would not substantially 
augment our domestic fuel supply, but is capable of providing 
short-term, 3-5 year, increments to domestic supplies. 

):'he Commission supports approval of H.R. 11251. 

os;~ere;~ 
;;o: ....... N. Nassikas 

Chairman 



U.S. DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 

WASHINGTON 

OCT 2 5 1974 

Honorable Roy Ash · 
Direc.tor, Office of 

and Budget 
Executive Office of 

. Washington, D. C • 

Dear Mr. Ash:· 

Management · 

the President 
20503 ' 

This is in response to: the ·reques:t of your Office 
for our views on the enrolled enactment of H.R. 11251, 
"To amend the· ·Tariff Schedules ·of the· United States 
to provide for the duty-free. entry of methanol 
imported for use as 'fuel, and for other purposes." 
This Department would have ·no objection to the · 
President's approval of this measure from the 
standpoint of its provisions relating to the duty-
free entry of methanol. · 

The Department defers ·to the Department of the· · 
Treasury regarding. views on sections 3 ·and 4 of 
the enrolled enactment. Section 3 'would amend 
section 993 (b) (3)' of the Internal Revenue Code ·.of 
1954 ·(relating to qualified eXport assets:.) Section 
4 concerns the ·application of section 167 (k) of the · 
Internal Revenue Code of 1954 with ·respect to reha­
bilitation expenditures incurred in connection with 
low income ·rental housing. 

Sincerely, 

f../ 

Secretary of Labor 
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NOV 3 0 1973 

. This if.! in respol'),.JSG to you.~ request for tha views of 
the Treanury D~}?<:rtLlBnt on tuuendnicnt Ha. 648 to H.n. B2l4 
Hhich hl~u boan int...~duced b~ .. Hr. '.t'unncy. 

The e.ment"!!"~Gnt would runand nact.ion ~~3 (b) ( 3) of the 
In.te.rnnl I~vm:tilG Cc>de to expwnd. t1'1~ dof:i.nition of the 
tct"m °CJU.<r.li fieu e"':port unset-a \f of n n:u;c to incl\>de 
accounts receivable ana oti1~r evidences of ind~btcdnoss 
which arise out of tre.nsn.cti<UJ.S of tho DISC or of any o~;har 
corporation which in a DIGC e.nu \vhi~~ is a li.Jembe~ of tho 
srurte controlled srol\P. an tim DISC. 

'Existing section- 993 (b) (:S) provides that or.t~Y nccounts 
recei vnble r-c...lld evidences of incobte&'"l.<Mls ,.,.hich arise by 
reo.son of; tir-a1sactions of t.lJa DISC itscilf are quttlified 
·export assets.. This enables the DISC t:o sell export property 
diroctl~l on credit or to act as a co~.ission e.gent witJ1 re­
spect to export property and to purchase from th¢ seller 
tl1e rec:ei vablcs the saller toolt from its customer on tha 
salos on \1hich. tho PISC recei vau cmmaissio:w. Under ai thor 
arran9entent, t.&'te DISC may aid in tha financing of export 
salas. The propos<..~ bill \'muld expand this use of tha DIBC 
by pen:uttin~; ~ DISC to acquiro obligations arisin~ out of 
export t.rrtnsa.ctiono in which <mother 1:\e.m.ber of the •;zroup 
which is u DJ:SC pt::.rticip~te<.l nl:i principal or sal.es. z.~gont. 

. Th~ Department of th~ Treasury does not oppose ti1is 
amend:n.snt • 

Tlia Offico of l'lant1-gor1~nt l\-.nd nua.gct has ndvizocl tha 
Treasury Dcpartuwnt that there is no objection from tho 

' 

' 
I 

.. 
t ~ 
i.. ...a. 

- ... i . 
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standpoint of ~~e Adndnistrution's program to tile presenta-
tion of thia report. " 

' . 

ThG Honorable· 
Russell n. I.cmq 
Chair:ruan, Commi tt<':e on Finance 
Unitecl Stat;.:~· Senaf:e 
t~ashington,. i.~.c .. 20510 

be: Dr. Woodworth 
Mr. William Gifford 

; ,-

) 

. ./ 

I"; .• 

. · 

. i 

.; . 

Sincerely yours, 

Frederic W. Hickman 
Assistant secretary 

• 
l 

. 
r ... 
i 

·, 



oc1' ?. l '\974 

Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. C. 20503 

GENERAL COUNSEL OF THE 
DEPARTMENT OF COMMERCE 
Washington, D.C. 20230 

Attention: Assistant Director for Legislative Reference 

Dear 'Mr. Ash: 

This is in reply to your request for the views of this Department 
concerning H. R. 11251, an enrolled enactment 

liTo amend the Tariff Schedules of the United States 
to provide for the duty-free entry of methanol 
imported for use as fuel, and for other purposes. 11 

H. R. 11251 would provide for the duty free entry of methyl alcohol 
(methanol) from countries accorded most-favored-nation tariff 
treatment and imported only for use in producing synthetic natural 
gas or for direct use as a fuel. The bill would also amend provi­
sions of the Internal Revenue Code of 1954 relating to the tax 
treatment accorded DISC's and low income rental housing. 

This Department recommends approval by the President of 
H. R. 11251. 

Enactment of this legislation will not involve the expenditure of 
funds by this Department. 

Sincerely, 

General Counsel 



United States Department of the Interior 

Dear Mr. Ash: 

OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 

OCT 2 2 1974 

This responds to your request for our views on the enrolled bill 
H.R. 11251, "To amend the Tariff Schedules of the United States to 
prqvide for the duty-free entry of methanol imported for use as fuel, 
and for other purposes." 

We recommend that the President approve the enrolled bill. 

H.R. 11251, as enrolled, amends the Tariff Schedules of the United 
States by allowing the duty-~ee import of methanol when this commodity 
is to be used for the production of synthetic natural gas or for 
direct use as a fuel and when imported ~om a country accorded most­
favored-nation status. The enrolled bill also amends the Internal 
Revenue Code by allowing a Domestic International Sales Corporation 
(DISC) to divide its sales operations and financing operations into 
separate corporations and still retain special tax benefits whereby 
profits of a DISC are not taxed to the DISC but are taxed to the 
shareholders when distributed to them. The enrolled bill amends another 
part of the Internal Revenue Code by extending the period for special 
tax treatment of certain low income housing rehabilitation expenditures 
from expenditures made prior to January l, 1975 to those made prior 
to January l, 1978. 

Neither amendment to the Internal Revenue Code affects the tariff 
schedules for imported methanol, the original purpose of H.R. 11251, 
nor do they affect the policies of this Department. We therefore have 
no comment on their inclusion in the bill. 

Since we reported on the bill, three amendments have been made to the 
portion eliminating the tariff on certain imported methanol. However, 
all three amendments are technical and do not affect our position on 
the legislation. The bill is therefore in accord with Departmental 

Save Energy and You Serve A me rica! 



policy of encouraging the use of alternate sources of energy whenever 
and wherever such sources are available. 

Hon9rable Roy L. Ash 
Director 
Office of Management and 
Washington, D. C. 20503 

Sincerely your:::;. 
/-~ 

~nt 

Budg~ 

2 



FEDERAL ENERGY ADMINISTRATION 
WASHINGTON, D.C. 20461 

October 21, 1974 

MEMORANDUM FOR: Wilfred H. Rommel 
Assistant Director for 
Legislative Reference 

Office of Management and 
Budget 

FROM: Robert E. Montgomery, Jr. 
General Counsel 

SUBJECT: Enrolled Bill Report on H.R. 11251 "To 
amend the Tariff Schedules of the United 
States to provide for the duty-free entry 
of methanol imported for use as fuel." 

This is in response to your request for the views of the Fed­
eral Energy Administration on the subject enrolled bill. 

H.R. 11251 would permanently eliminate the 7.6¢ per gallon 
duty on methanol imported from a country accorded most fa­
vored nation treatment by the United States. Duty-free 
treatment of methanol would help alleviate some of the cur­
rent shortages for energy materials, particularly, natural 
gas. Since methanol can be produced from natural gas, in­
creased methanol imports would help make more natural gas. 
available for other uses in the United States. In addition, 
H.R. 11251 would encourage industries in certain petroleum­
producing countries to capture natural gas which might other­
wise be flared off, process it into methanol, and transport 
it to the United States. Without duty-free treatment, the 
development of this alternative energy source would not be 
economically feasible. 

In view of the above discussion, the Federal Energy Adminis­
tration recommends that the President sign H.R. 11251 into 
law. 



.. 

OFFICE OF THE SPECIAL REPRESENTATIVE 
FOR TRADE NEGOTIATIONS 

EXECUTIVE OFFICE OF THE PRESIDENT 
WASHINGTON 

W. L. Rommel, Esquire 
Assistant Director for 

Legislative Reference 

20506 

Office of Management and Budget 
Washington, D. c. 20503 

Attention: Mrs. Garziglia 

Dear Mr. Rommel: 

October 21, 1974 

Reference is made to your request of October 17, 
concerning enrolled bills, H.R. 11452, H.R. 11251, 
H.R. 13631, H.R. 12035, H.R. 7780, H.R. 6191, H.R. 6642, 
H.R. 11830, and your request of October 21 concerning 
H.R. 12281. 

This Office considers that the import duty 
suspensions provided by these bills provide no reason 
for withholding Presidential signature. We would, 
however, yield to the Treasury Department as to the 
advisability of the Administration's concurrence 
with the tax riders to each of these duty suspension 
bills • 



DEPARTMENT OF STATE 

Washington, D.C. 20520 

Honorable Roy L. Ash, Director 
Office of Management and Budget 
Washington, D.C. 205.03 · 

Dear Mr. Ash : 

OCT 1 G 1974 

The Secretary has asked me to reply to your communica­
tion {Office of Management and Budget Memorandum, dated 
October 17, signed by Mr. Rommel) requesting our views 
on H.R. 11251, an enrolled bill providing for the duty 
free entry of methanol (methyl alcohol} imported for 
use as fuel. 

The Department of State has no objection, from the stand­
point of the foreign economic relations of the United 
States, to the enactment of the proposed legislation. 
In so concluding, we note that the text of the bill also 
includes provisions amending the Internal Revenue Code 
and defer to other executive agencies on the effects of 
th.e proposed amendments on our tax policy. 

Cordially, 



MEMORANDUM 

COUNCIL ON INTERNATIONAL ECONOMIC POLICY 

October 21, 1974 

FOR MR. W. H. ROMMEL, Assistant Director for Legislative 
Reference, OMB, Room 7201- New EOB 

FROM Skip Hartquist ~ 
SUBJECT: Enrolled Bill Request - H. R. 11251 

We have no objections to Sections 1 or 2 of H. R. 11251. 

However, Sections 3 and 4 relate to changes in the Internal Revenue 
Code and we defer to the Treasury Department for their views on 
those sections. 



THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

October 22, 1974 

Dear Mr. Rommel: 

1he Council of Economic Advisers has no objections 
to the President's signing H.R. 11251, an Act "To amend 
the Tariff Schedules of the United States to provide for 
duty free entry of methanol imported for use as fuel, . 
and for other purposes." 

Mr. w. H. Rommel 
Assistant Director 

for Legislative Reference 
Office of Management & Budget 
Washington, D. C. 

Sincerely yours, 

I 'It 
~~~~U..'tc...-~ 

William J.[Fellner 
Acting Chairman 



ACTION MEMORANDUM 

Date: October ~74 

FOR ACTION: ~f Shepard 
NSC/S 
Phil Buchen 
Bill Timmons 

FROM THE STAFF SECRETARY 

WASHINGTON ". LOG NO.: · 692 

Time: 12:00 Noon 

cc (for information): Warren K. Hendriks 
Jerry Jane 
Paul Theis 

DUE: Date: Friday, October 25, 1974 Time: 2:00 p.m. 

SUBJECT: Enrolled Bill H,R. 11251 - Duty-free treatment 
for methanol 

ACTION REQUESTED: 

__ For Necessary Action XX For Your Recommendations 

__ Prepare Agenda and Brief __ Draft Reply 

__ For Your Comments __ Draft Remarks 

REMARKS: 

Please return to Kathy Tindle - West Wing 

". 
I 

y:t 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any questions or if you anticipate a 
delay in submitting the required material, please 
telephone the Staff Secretary immediately. Warren K. Hendriks 

For the President 



THE WHITE Hb.VSE 

ACTION MEMORANDUM 

Date: October 23, 1974 

FOR ACTION: ~off Shepard 
~¢;s 
~llil Buchen 
~ill Timmons 

FROM THE STAFF SECRETARY 

WASHINGTON LOG NO.: 692 

Time: 12 00 Noon 

cc (for information): Warren K • Hendriks 
Jerry Jone 
Paul Theis 

DUE: Date: Friday, October 25, 1974 Time: 2 00 p . .m. 

SUBJECT: Enrolled Bill B.R .. 11251- Duty-4reetreatment 
lor methanof 

ACTION REQUESTED: 

-- For Necessary Action XX For Your Recommendations 

__ Prepare Agenda and Brief __ Draft Reply 

__ For Your Comments Draft Remarks 

REMARKS: 

Please return to Kathy Tindle - West Winq 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questior..s or if you anticipate a 
dela.y in submitting the required material, please 
telephone the Staff Secretary immediately. 

K. R. COLE, JR. 
For the President 



MEMORANDUM 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 
ACTION 

WASHINGTON 

Last Day - October 29 

THE PRESIDENT 

KEN COLE 

Enrolled Bill H.R. 11251 
Duty-free treatment for 
methanol 

Attached for your consideration is House bill, H.R. 11251, 
sponsored by Representative Ullman, which provides for the 
duty-free entry of methanol when imported for use in pro­
ducing synthetic natural gas or for direct use as fuel; 
and contains tax riders relating to (a) transfers of accounts 
receivable to related Domestic International Sales Corporations 
(DISCs), and (b) rehabilitation expenditures incurred with 
respect to low income rental housing. 

Roy Ash etc. ~ 

We have checked with !he Counsel's office (Chapman), the 
NSC, and Bill Timmons~ recommend approval. 

RECOMMENDATION 

That you sign House bill, H.R. 11251 (Tab B). 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

·WASHINGTON, D.C. 20503 

OCT 2 3 IS74 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 11251 - Duty-free treatment 
for methanol 

Sponsor - Rep. Ullman (D) Oregon and 15 others 

• 
Last Day for Action 

October 29, 1974 - Tuesday 

Purpose· 

Provides for the duty-free entry of methanol when imported 
for use in producing synthetic natural gas or for direct 
use as fuel; and contains tax riders relating to (a) 
transfers of accounts receivable to related Domestic 
International Sales Corporations (DISCs), and (b) rehabili­
tation expenditures incurred with respect to low income 
rental housing. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Department of Commerce 
Department of the Interior 
Federal Energy Administration 
Federal Power Commission 
Council of Economic Advisers 
Department of Labor 
Department of Housing and 

Urban Development· . 
Office of the Special 

Representative for Trade 
Negotiations 

Department of State. 

Council on International 
Economic Policy 

Approval 

Approval 
Approval 
Approval 
Approval 
ApprovalJinf o~::ally) 
No objection(Infor::allyl 
No objection t~nfor.:allj} 

No objection (Infori::ally} 

No objection 
(Sections 1 and 2) 

No objection 
(Sections 1 and 2) 

No objection 
(Sections 1 and 2) 



THE WHITE HOUSE 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

WASHINGTON 

October 24, 1974 

I 

MR. WARREN HENDRIKS\..~\ .• t--~ / 
WILLIAM E. TIMMONS~\ \II'"'' · 

· Action Memorandum - Log No. 692 
Enrolled Bill H. R. ll251 - Duty-free 
treatment for methanol 

The Office of Legislative Affairs concurs in the attached 
proposal and has no additional recommendations. 

Attachment 



THE WHITE Hi.)USE 

---.... __ .-. ACTION ~1E~10RANDC~I 

Date: October 23, 1974 
/ 

/ 

FOR ACTION: Geoff/~hepard 
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~ii Timmons 

FROM THE STAFF SECRETARY 

WASl!DiGTON .LOG NO.: 692 

Time: 12:00 Noon 

cc (for information): Warren K. Hendriks 
Jerry Jone 
Paul Theis 

DUE: Do.~: Friday, October 25, 1974 Time: 2:00 p.m. 

SUBJECT: Enrolled Bill H.R. 11251 - Duty-free treatment 
for methanol 

ACTION REQUESTED: 

-----For Necessary ~'\cHon X:X._ For Your Recommendations 

__ Prepare Agenda and Bd.e£ Draft Reply 

___ For Your Comments .... _ Draft Remarks 

REMARKS: 

Please return to Kathy Tindle - West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you hav•'= a:w qucsti;:n\s or i£ you anticipat.a a 
delay in submitting the l<?:quired lno.terio.l, please 
ble:pno:1.e iha Sto.H Se.cretc.:y immediately. Warren K. Hendriks 

For the President 
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Jerry Jone 
Paul Theis 

DUE: Da~: Friday, October 25, 1974 Time: 2:00 p.m. 

SUBJECT: Enrolled Bill H.R. 11251 - Duty-free treatment 
for methanol 

ACTION REQUESTED: 

---· For Necessa.ry Action .Z_X_ __ For Your Recommendations 

__ P:repc.rc Agenda. and Brie£ ____ Draft Reply 

--- For Your Comments ·- ____ Draft Remarks 

REMARKS: 

Please return to Kathy Tindle - West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have a:;:;.y qu:::stions or if you anticipate a 
delc.y in submitting ih~ required material, please 
telcpho:1e the Sta££ Secrc:tary immediately. Warren K. Hendriks 

For the President 
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93o CoNGREss } HOUSE OF REPRESENTATIVES { 
'Ed Session 

REPORT 
No. 93-998 

ELIMINATION OF DUTY ON METHANOL IMPORTED 
FOR CERTAIN USES 

APRIL 23, 1974.-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 

J\!Ir. ULLMAN, from the Committee on Ways and Means, 
submitted the following 

REPORT . 

[To accompany H.R. 11251] 

The Committee on Ways and Means, to whom was referred the bill 
(H.R. 11251) to amend the Tariff Schedules of the United States to 
provide for the duty-free entry of methanol imported for use as fuel, 
having considered the same, report favorably thereon with an amend-
ment and recommend that the bill as amended do pass. · 

The amendment is as follows: 
Page 1, strike out the matter appearing immediately after line 6 and 

insert the following: 

I Methyl I I 427. 96 Imported only for use In producing synthetic natural 
gas (SNG) or for direct use as a fueL_------------- Free_----------- 18¢ per gal. 

427.97 Other.------------------------------------------------- 7.6¢ per gaL_ ____ 18¢ per gal. 

PuRPOSE 

The purpose of H.R. 11251, as reported, is to provide for the duty­
free status of methyl alcohol (methanol), but only when imported for 
use in producing synthetic natural gas or for direct use as a fuel. 

GENERAL STATEMENT 

Methanol or methyl alcohol, the subject of H.R. 11251, is currently 
dutiable under item 427.96 of the Tariff Schedules of the United States 
(TSUS) at a rate column numbered 1 duty (applicable to countries 
accorded most-favored-nation treatment) of 7.6¢ per gallon and under 
rate column numbered 2 (applicable to Communist countries, except 
Poland and Yugoslavia) at 18¢ per gallon. The bill would make 
entries of methanol duty free under rate column numbered 1 (there 

99-006 



2 

would be no change in rate column numbered 2) when imported for 
use in producing synthetic natural gas or for direct use as a fuel. 

Imports of both natural gas and liquified natural gas (LNG) are 
accorded duty-free treatment. As noted above, methanol, which could 
serve as a supplemental energy source to both natrual gas and liquified 
natural gas, is dutiable as a 'chemical intermediate, methyl alcohol 
under item 427.96 of the TSUS. Until recently, widespread use of 
imported methanol has not been economically possible, although the 
development of liquified natural gas facilities in the Caribbean and the 
Mediterranea1_1 areas haye demonstrated the feasibility ?f processing 
~nd trll"!lsportmg long dista:tces natur.al gas presently bemg flared-off 
m certam petroleum-producmg countnes due to the absence of nearby 
markets. With increasing energy shortages and technological develop­
ments, it now appears that it is economically feasible in such countries 
as Saudi Arabia and Iran to process into methanol the natural gas 
which is presently being flared-off. However, the existing rate of duty 
of 7.6¢ per gallon on imports of methanol precludes any further 
development of such additional sources of energv for the U.S. market. 

Your committee held public hearings on H.R. 11251 on March 4, 
1974. In the course of these hearings, witnesses called attention to the 
fact that in such petroleum-producing countries as Saudi Arabia, Iran 
and Indonesia, which are remote to major energy markets, large 
quantities of natural gas produced in association with petroleum 
production are simply being flared-off and wasted. Firms in energy­
consuming countries, including the United States, have been working 
on proposals to acquire this wasted natural gas and transport it to 
their energy markets. Until recently, it was believed that the only 
practical method of transporting natural gas from these remote 
producing areas was to liquify it by refrigeration. 

The production and transport of liquified natural gas (LNG) 
require elaborate and expensive liquid natural gas plants and special 
cryogenic tanke'rs to transport it. While this method is considered 
best for moving gas from such relatively near source countries as 
Nigeria and Venezuela, more recent research shows that a more 
practical and less expensive method of transporting natural gas from 
the more remote overseas sources is to change the gas into liquid 
methanol by a relatively simple chemical process. 

Methanol can be transported in any tanker or vessel suitable for 
transporting water or gasoline. Once it reaches the energy market, it 
may be used directly as fuel for gas burners modified to accommodate 
the liquid fuel, or it may be converted into synthetic natural gas 
(SNG) and used to supplement the domestic supply of gas in natural 
gas pipeline distribution systems. 

The planned process, which would remove sulfur and hydrocarbons 
heavier than methane from the wet natural gas, would yield 11crude" 
methyl alcohol. 11Crude" methyl alcohol would be further refined 
abroad or after importation into the United States to bring it to the 
level of purity of domestically-produced methanoL Crude methyl 
alcohol is not presently an article of trade in the United States. 
Refined methyl alcohol (also called methanol) is an important chemical 
intermediate. In 1972, United States production of refined methyl 
alcohol totalled 6 billion pounds valued at almost $120 million. About 
85 to . 90 percent of the production was consumed in the synthesis 
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of other chemicals; less than 10 percent was used as a solvent; and 
virtually none was used as a fuel. There are 12 domestic producers, 
including several of the largest chemical companies. · 

Your committee wishes to ~mphasize that the methanol covered by 
this legislation and which is included in item 427.96 of the TSUS by 
H.R. 11251 is expressly limited to that which is imported for use in 
producing synthetic natural gas or for direct use as a fuel. It does not 
apply to methanol imported for other purposes, such as for chemical 
uses, which would be covered by new item 427.97 of the Tariff Sched­
ules and would remain dutiable at the current rates of duty (7 .6¢ 
per gallon). Your committee calls attention to this because in the 
course of its public hearings, domestic producers of methanol for such 
?ther uses expressed some concern that the duty-free methanol 
Imports for . energy purposes be diverted to chemical use. In this 
regard, your committee cites general headnote lO(e) of the TSUS 
which '\\ill require that not only must the methanol imported duty 
~ree under item 427.96 be intended for the prescribed energy uses, but 
It must be actually so used and proof of such use furnished the U.S. 
Customs Senice within three years after entry. 

Your committee believes that this provision and its careful admin­
is.tration by ~he Customs Sendee will serve to adequately prevent such 
diversion. In order to assure appropriate surveillance of imports 
under this legislation, however, your committee directs the Customs 
Service to notify it of the initial duty-free entry of methanol under 
this legislation. Such entry is not expected for several years because 
of.plant construction and production lead times. Further, your com­
mittee directs the Customs Service to supply it specific information 
before January 1, 1978, relating to the volume of imports, and at that 
time, also to inform your committee of any difficulties or problems 
that may have arisen with respect to the administration and control 
of duty-free methanol under item 427.96. 
~n terms of the problems of stability of supply, the trends in relative 

pnces of energy sources and the potential diversion problem discussed 
above, your committee considered a temporary suspension of duty 
rather than the permanent provision for nnports of methanol as an 
energy ~ource. However, your committee is informed that a temporary 
suspension of the duty on imports of methanol for limited energy uses 
would not provide sufficient inducement either to the American in­
vestors in the processing plants or to the host governments. Thus, 
your committee believes that the proposed elimination of the duty on 
imports of methanol for use as a fuel is necessary, both in terms of 
cost and as an aspect of a long-term financial commitment to'obtain 
and process the natural gas in the producing countries. Your com­
mittee is of the opinion that the permanent tariff provision as provided 
in H.R. 11251 is warranted. · 

The executive departments all support the enactment of H.R. 11251. 
For example, the Department of Commerce, in its report to your 
committee,.stated as follows: 

The Department of Commerce stmngly favors enactment 
of H.R. 11251. The proposed elimination of duty on imports 
of methyl fuel will permit, in certain cases, an economically 
feasible and more practical alternative to the importation of 
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LNG as a means of supplementing domestic energy supplies 
with fuels from producing countries which are remote to the 
U.S. energy market. The duty-free treatment would apply 
only to imports of meth~nol used in producing SNG or di­
rectly as fuel. There is no domestic production of methanol 
for use as fuel. The enactment of the proposed legislation 
would not change the tariff treat~ent presently applicable 
to methanol imported for use in producing chemical prod­
ucts w~ich may be produced domestically and would not 
have an adverse effect on U.S. industry. 

Likewise, the Department of the Treasury, in its favorable report 
to your committee on December 17, 1973, advised: 

Methanol provides a source of clean energy which is 
critically needed in view of the present energy shortage. 
Currently, methanol is_ not produced in large quantities in 
the United States. There have practically been no foreign 
imports of methanol. In fact, the revenue collected from 
merchandise dutiable under item 427.96 for calendar year 
1972 was $17. Several companies have proposed to build 
methanol plants in the Middle East to produce methanol for 
importation into the United States provided that the tariff 
on methanol is removed so as to make such importation eco­
nomical. At a time when the United States needs all the 
clean fuel it can get, it seems sensible to remove a tariff which 
is prohibitive to imports of a clean fuel. 

The Department of Labor, in its favorable report to your com­
mittee, suggested " ... the employment situation might well be 
improved as a result of such imports, since they would tend to alleviate 
the current fuel shortage which threatens diminished industrial 
output." 

In addition to favorable reports from the above mentioned depart­
ments, favorable comment and testimony was also received from the 
Department of State, the Department of the Interior, the Office of 
the Special Representative for Trade Negotiations, the Cost of Living 
Council, the Federal Power Commission, and the Federal Energy 
Office. · 

EFFECT oF THE BILL oN THE REVENUEs AND VOTE oF THE CoMMITTEE 
IN REPORTING THE BILL 

In compliance with clause 7 of rule XIII of the Rules of the House 
of Representatives, the following statement is made relative to the 
effect on the revenues of this bill. Your committee estimates that no 
loss of revenue would result from enactment of H.R. 11251 in the 
first full year of its effectiveness. 

In compliance with clause 27(b) of rule XI of the Rules of the 
House of Representatives, the following statement is made relative 
to the vote by your committee on reporting the bill. This bill was 
unanimously ordered favorably reported by your committee. 
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CHANGES IN ExiSTING LAw MADE BY THE BILL, As REPORTED 

In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, change~;~ in existing law made by the bill, as 
reported,_ are shown as follows (existing law proposed to be omitted is 
encl?sed 1~ black brack~ts, new ma~ter is printed in italics, existing 
law m whtch no change 1s proposed 1s shown in roman) : 

* 

* 

Item 

* 

TARIFF SCHEDULES OF THE UNITED STATES 

* * * * * 
SCHEDULE 4.-CHEMICALS AND RELATED PRODUCTS 

* * * * 

Articles 

PART 2.-CHEMICAL ELEMENTS, INORGANIC 
AND ORGANIC COMPOUNDS, AND MIXTURES 

* * * * 
Subpart D.-Organic Chemical Compounds 

* 
Rates of duty 

* 

* 

• 

2 

* 

* * * * * * * [;;·:I tJ:f~Jl~~~-~~~-~~;:~~~-~~~~~~;~-~~~~-~t~~-~~~~r~~-~7.6¢ per gaL ____ I18¢ per gal.] 

427 7 
gas (SNG) or for direct use as a fUeL_______________ Free_----------- 18¢ per gal. 

. 9 Other-------------------------------------------------- 7.6¢ per gal ______ 18¢ per gal. 

* * * * * * * 
0 

lt.R. 998 
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~dSe.~8ion } SENATE 

Calendar No. 1017 
{ REPORT 

No. 93-lOoO 

ELIMINATION OF DUTY ON :METHANOL HfPORTED 
FOR CERTAIN USES 

AuGUST 1, 1974.-0rdered to be printed 

~Ir. Loxo, :from the Committee on Finance, 
submitted the :following 

[To accompany H.R. 11251] 

The Committee on Finance, to which was referred the bill (H.R. 
11251) to amend the Tariff Schedules o:f the United States to provide 
:for the duty-free entry o:f methanol imported :for use as :fuel, having 
considered the same, reports :favorably thereon with amendments and 
recommends that the bill as amended do pass. 

I. Sul\:t::M:ARY 

House bill.-The House bill would provide :for the duty-free treat­
ment of methanol when imported for use in producing synthetic 
natural gas or for direct use as a fuel. Duties on methanol imported 
for other than use as a fuel would remain unaffected. The committee 
bill does not substantially modify the House bill, but includes an 
amendment unrelated to the subject matter of the House bill. 

Committee amendment.·-The committee amendment makes a 
change in the DISC provisions relating to export transactions. This 
provision specifies that a financing corporation is not to be prevented 
from qualifying as a DISC if it holds accounts receivable or evidences 
of indebtedness which arise by reason of the export-related trans­
actions of a related DISC. The present tax law requires that at least 
95 percent of a corporation's assets be export-related in order to qual­
ify as a DISC. These export-related assets include accounts receivable 
or evidences o:f indebtedness which arise in connection with the export 
transactions of the corporation. This corporation can retain these 
accounts receivable or evidences o:f indebtedness as its only as,sets and 
continue to qualify as a DISC. However, if these accounts receivable 
or evidences of indebtedness are transferred to another corporation, 
which retains these as its only assets, this transferee corporation can-
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not prPsently q~mlify. as a. DISC. Tht; committee provision would 
allow the transferee financmg corporatiOn to hold these accounts re­
ceivable or evidences of indebtedness and qualify as a DISC if they 
arise by reason of the export-related transnctions (whether as princi­
pal or agent) of a related :QISC. 

II. GENERAL STATEJ\IEXT 

A DUTY-FREE TREATM:ENT OF METHANOL 

Methan:ol or methyl alcohol, the subject of H.R. 11251, is currently 
dutiable under item 427.96 of the Tariff Schedules of the United States 
(TSl~S) at a rate column numbered 1 duty (applicable to countries 
accorded most-favored-nation treatment) of 7.6¢ per gallon and under 
rate column numbered 2 (applicable to Communist countries except 
Poland and YugoslaYia) at 18¢ per gallon. The bill would make 
entries of methanol duty free under rate column numbered 1 (there 
would be no change in rate column numbered 2) when imported for 
use in producing synthetic natural gas or for direct use as a fuel. 

Imports of both natural gas and liquefied natural gas (LNG) are 
seiTe as a supplemental energy source to both natural gas and _liquefied 
accorded duty-free treatment. As noted above, methanol, winch could 
natural gas, is dutiable as a chemical intermediate, methyl alcohol, 
under item 427.96 of the TSUS. Until recently, widespread use of 
importe,d methanol has not been economicalJy possible, although the 
developnwnt of liquefied natural gas facilities in the Caribbean and the 
MediteJTanean areas have demonstrated the feasibility of processin~ 
and trnnsporting long distances natural gas presently being flared-oft 
in certain' petroleum-producing cotmtries due to the absence of nearby 
markets. ·with increasing energy shortages and technological develop­
ments, it now appears that it is economically feasible in such countries 
as Saudi Arabia and Iran to process into methanol the natural gas 
which is presently being flared-off. However, the existing rate of duty 
of 7.6¢ per gallon on imports of methanol precludes any further 
denlopment of such additiOnal sources of energy for the U.S. market. 

Dunng public hearings on H.R. 11251 on March 4, 1974, before the 
House 1Yays and Means Committee, witnesses called attention to the 
fact that in such petroleum-producing countries as Saudi Arabia. Iran 
and Indonesia, which are remote to major energy markets, 'large 
quantities of . natural gas produced in association with petroleum 
production are simply being flared-off and wasted. Firms in energy­
consuming countries, including the "Gnited States, have been working 
on proposals to acquire this wasted natural gas and transport it to 
their energy markets. "Gntil recently, it was believed that the only 
practical method of transporting natural gas from these remote 
producing areas was to liquefy it by refrigeration. 

The production and transport of liquefied natural gas (LNG) 
require elaborate and expensive liquid natural gas plants and special 
cryogenic tankers to trnnsport it. ·while this method is considered 
best for moving gas from such relatively near source countries as 
Nigeria and Venezuela, more recent research shows that a more 
practical and less expensive method of transporting natural gas from 
the more remote overseas sources is to change the gas into liquid 
methanol by a relatively simple chemicnl process. 
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Methanol can be trnnsported in any tanker or vessel suitable f~r 
transporting water or gasoline. Once it reaches ~he energy market, It 
mav he used directly as fuel for gas burne:r:s modified t<? accommodate 
the' liquid fuel, or it may l!e converted mto synthetic n~tural gas 
( SNG) and used to supplement the domestic supply of gas m natural 
o-as pipelines distribution systems. 
"" The planned process, which would remove sulfur and hyclro,~arbon~ 
heavier than methane from the , .. ;et natural gas, would ywld crude 
methyl alcohol. "Crude" methyl alcohol would be fur~her. refined 
abroad or after importation into the United States•to brmg 1t to the 
level of purity of domestically .produced me!hanol. 9r~1de methyl 
alcohol is not presently an article of trade .m th.e Umted State~. 
Refined methyl alcohol (also called methanol) Is. an Important chemi­
cal intermediate. In 1972, "Gnited States productiOn of re!h:ed methyl 
alcohol totaled 6 billion pounds valued at almost $129 m1lhon. Ab01~t 
85 to 90 percent of the production was consumed m the synthesiS 
of other chemicals; less than 10 percent was used as a .solvent; and 
virtually none was used as a fuel. ~'here are 1~ domestic producers, 
includinO' several of the largest chemical compames. 

The c~mmittee wishes to emphasize that the methanol covered by 
this legislation and whicl~ i~ included in ite.m 4~7:96 of the TSUS ~y 
H.R. 11251 is expressly hmtted to that ~hiCh IS Imported for use m 
producing synthetic natural gas or for direct use as a fueL It does ?-ot 
apply to methanol imported for otheT_' purposes, such as for. chetmcal 
uses which would be covered by new Item 427.97 of the Tanff Sched­
ules' and would remain dutiable at the c;urrent ra~es of duty. (7.6¢ 
per gallon). The com~ittee calls ~ttentwn to this because m the 
course of the public hearmgs, domestic producers of methanol for such 
other uses expressed some concer,?- that the duty-free methan?l 
imports for energy purposes be diverted to chemiCal use. In tl~1s 
regard, the committee cites general headnote 10(e) .of the TSUS 
which will require that ~ot only must the met~anol 1mported duty 
free under item 427.96 be mtended for the prescl'lbed energy uses, but 
it must be actually so used and proof of such use furnished the U.S. 
Customs Service within three year~ after "?1:try. . . 

The committee believes that this provision and 1ts careful admm­
istration by the Customs Service will serye to adeq~ately prev~nt such 
diversion. In order to assure appropriate surveillance of Imports 
under this legislation, however, your committee directs the Customs 
Servic.e to notify it of the initial duty-free entry of methanol under 
this legislation. Such entry is not expected for several years because 
of plant construction and prod':ction lead till_leS. F1~rth~r, the c~m­
mittee directs the Customs ServiCe to supply It specific mformatwn 
before January 1, 1978, relating to the volume of imports, and at that 
time also to inform the committee of any difficulties or problems that 
may' have arisen with respect to the administration and control of 
duty-free methanol under item 427.96. 

The executive departments all support the enactment of H.R. 11251. 
For example, the Department of Commerce, in its report to the com­
mittee, stated as follows: 

The Depaltment of Commerce strongly favors enactment 
of H.R. 11251. The proposed elimination of duty on imports 
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of methyl fuel will permit, in certain cases, an economically 
feasible and more practical alternative to the importation of 
LNG as a means of supplementing domestic energy supplies 
with fuels from producing countries which are remote to the 
U.S. energy market. Th~ duty-free treatment would apply 
only to imports of methanol used in producing SNG or di­
rectly as fuel. There is no domestic production of methanol 
for use as fuel. The enactment of the proposed legislation 
would not change the tariff treatment presently applicable 
to methanol imported for use in producing chemical prod­
ucts which may be produced domestically and would not 
have an adverse effect on U.S. industry. 

The committee approved two technical amendments relating to the 
changes in the Tariff Schedules of the United States effected by the 
House bill. The first amendment would indent the line item descrip­
tions so as to bring the heading "Methyl" immediately below the other 
categories of alcohol subscribed by the general alcohol superior head­
ing. The descriptions for items 427.96 and 427.97 would be indented 
below the Methyl heading. The second technical amendment would 
specify that the column 1 rates established by the House bill are 
to be considered rates proclaimed pursuant to trade agreement, in 
a manner consistent with the status of column 1 rates. 

The committee received no unfavorable comments from any inter­
ested party, nor any unfavorable reports from any executive agency 
on the methanol provisions of the bill. 

B. TRA.."'SFERS OF ACCOUNTS RECEIVABLE TO RELATED DISC'S 

Under present law, the profits of a Domestic International Sales 
Corporation (DISC) are not taxed to the DISC but instead are taxed 
to the shareholders when actually or constructively distributed to 
them. To qualify as a DISC, at least 95 percent of a domestic corpora­
tion's gross receipts must arise from export sale or lease transactions 
and other export-related investments or activities. In addition, at least 
95 percent of the corporation's assets must be export-related. Included 
in export-related assets are accounts receivable and evidences of in­
debtedness held by the corporation which arose in connection with 
qualified export sale or lease transactions (including related and sub­
sidiary services) of the corporation or the performance of managerial, 
engineering. or architectural services producing qualified export 
receipts by the corporation. 

Accounts receivable and evidences of indebtedness can only be 
treated as qualified export assets if they arise by reason of transactions 
in ·which the corporation itself acted as principal or commission agent, 
and a corporation can qualify as a DISC even though these accounts 
receivable are the only assets of the corporation making the export 
sale. However, if these accounts receivable and evidences of indebted­
ness are transferred to another related corporation, they would not be 
treated as qualified export assets in the hands of that transferee cor­
poration. Therefore, if these were the only assets held by the trans­
feree corporation, it could not qualify as a DISC. 
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It has come to the attention of the committee that a corporation 
may want to have its sales operations in one DISC and its financing 
operations in another DISC. A corporation might adopt this corpo­
rate structure because it believes it eases its ability to receive outside 
financing. In view of this, the committee has adopted an amendment 
which enables a financing corporation to qualify as a DISC by allow­
ing it to treat as qualified export assets the accounts receivable and 
evidences of indebtedness acquired as a result of the export related 
transactions (whether as principal or agent) of a related DISC. 

This amendment applies 'vith respect to taxable years beginning 
after 1'973, and at the election of the taxpayer (if the election is made 
,vi thin 90 days after the date of the enactment of this amendment) to 
any taxable year beginning after 1971 and before 1974. 

This amendment will have no direct effect on revenues. 

III. CosTs oF CARRYING OuT THE BILL AND EFFECT ox TIIE REvENUEs 
OF THE BILL 

In compliance with section 252 (a) of the Legislative Reorganiza­
tion Act of 1!.l70 the following statement is made relative to the costs 
to be incnrred ii~ carrying ont this bill and the effect on the ie":enues 
of the bill. The committee estimates that the temporary suspensiOn of 
duties on methanol imported for use as fuel provided by the bill will 
not result in any additional reven_ne.loss or administrative costs .. 

Similarly, the amendment permittmg transfers of accounts receiv­
able to related DISCs \Yill have no direct effect on revenues. 

IV. VoTE OF CmmniTTEE oN REPORTING THE BILL 

In compliance 'Yith section 133 of the Legislative Reorganization 
Act as amended the following statement is made relative to the vote 
of the committee' on reporting the bill. This bill was ordered fav~rably 
reported by the committee without a roll call vote and without 
objection. 

V. CnANGES IN ExiSTIXG LAw 

In the opinion of the committ~e, it is n~cessary, in ~rder to expedite 
the business of the Senate, to dispense with the reqmrements of sub­
section 4 of rule XXIX of the Standing Rnles of the Senate ( re~ating 
to the showing of changes in existing law made by the bill, as 
reported). 

0 
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93o CoNGREss } HOUSE OF REPRESENTATIVES { REPOR1.' 
~d Session No. 93-1402 

DUTY-FREE ENTRY OF METHANOL 

OcTOBER 1, 1974.-0rdered to be printed 

Mr. MILLS, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 
[To accompany H.R. 11251] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H.R. 11251) to 
amend the Tariff Schedules of the United States to provide for the 
duty-free entry of methanol imported for use as a fuel, having met, 
after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendments 
of the Senate numbered 1, 2, and 3, and agree to the same. 

The committee of conference report in disagreement the amend­
ments of the Senate numbered 4 and 5, and the amendment of the 
Senate to the title of the bill. 

W.D.MILLS, 
AL ULLMAN, 
JAMES A. BURKE, 
H. T. ScHNEEBELI, 
HAROLD R. COLLIER, 

Managers on the Part of the House. 
RussELL LoNG, 
HERMAN E. TALMADGE, 'v ALLAcE F. BENNETT, 

Managers on the Part of the Senate. 



. 
JOINT EXPLANATORY STATEMENT OF THE 

COMMITTEE OF CONFERENCE 

The managers on the part of the House and the Senate at the con­
ference on the disagr~eing votes of the two Houses on the amendments 
of the Senate to the bill (H.R. 11251) to amend the Tariff Schedules 
of the United States to provide for the duty free entry of methanol 
imported for use as fuel, submit the following joint statement to the 
House and the Senate in explanation of the effect of the action agreed 
upon by the managers and recommended in the accompanying con-
ference report : . • 

Amendment Nos. 1, 2, and 3: The House bill provides for the duty­
free entry of methyl when imported (from free world countries) only 
for use in producing synthetic natural gas (SNG} or for direct use as 
a fuel. Senate amendments numbered 1 and 2 make a technical and 
a conforming change to the House . provision. Senate amendment 
numbered 3 provides that the duty free treatment for methyl under 
the House bill shall be treated as not having the status· of a E;tatutory 
provision enacted by the Congress, but as having been proclaimed 
by the President as being required or appropriate to carry out foreiw1 
trade agreements to which the United Stat~s is a party. The Senate 
amendment would permit parties affected by methyl imports to apply 
for trade adjustment or adjustment assistance should such relief be~ 
come appropriate. The House recedes with respect to Senate amend­
ments numbered 1, 2, and 3. 

Amendment No.4: The Senate amendment specifies that a financing 
corporation is not to be prevented from qualifying as a DISC if it 
holds accounts receivable or evidences of indebtedness which arise by 
reason of the export-related transactions of a related DISC. The pres­
ent tax law requires that at least 95 percent of a corporation's assets 
be export-related in order to qu!tlify as a DISC. These export-related 
assets include accmmts receivable or evidences of indebtedness which 
flrise in connection with the export transactions of the corporation. 
Thus presently a corporation with whom the export transaction arose 
can retain these accounts receivable or evidences of indebtedness as· its 
only assets and continue to qualify as a DISC. However. if thf'se ac­
counts receivable or evidences of indebtedness are transferred to an­
other corporation, which retains these as its only assets. this trnnAferee 
corporation cannot presentlv qualify as a DISC. The Rmendment 
would allow. the transferee ·financing corporation to hold these ac­
counts receivable or evidences of indebtedness and qualify as a DISC 
if thev arise by reason of the exnort-related transactions ( whethl'r as 
principal or agent) of a related DISC. 

This amendment is reported in technicRl disflgreem<>nt. Tlw man­
agers on the· part .of the Honse will off<>r the following- motion : 

(3) 
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That the House recede from its disagreement to Senate amendment 
numbered 4, and agree to the same wi.th an amendment as follows: 

In lieu of the matter proposed to be mserted by the Senate amend­
ment, insert the following: 

SEc/ 3>( a r Secti6h · 993 (b)~ 3) '6£1 the Iritern~l Riwe<Rue 
Code of 1954 (relating to qualifi~? ·export·a~sets) .1s a~en~ed 
by striking out "such coreoratwn" and mser~mg m. he.u 
thereof "stich corporiition or' of another corporatiOn whic~ IS 
a DISC 'and which is•a member of a controlled group which 

. · ·inch:fd~s ·s~ich corporation". · ' · · · ·· . 
· · (b) The· amendment made by sub~ction (a) applies to 

taxable ye:trs'beginning .after December 31, 1973. The. arr,tend­
ment shall' at the electiOn of the taxpayer ·made w1thm 90 
days after\he date o:f enactment ·Of this Act, also apply 
to any tax~ble year beginning after December 31, 1971, and 
before ·January' 1, 1974. 

The effect of the motion is that the House recede from its disagree­
ment to Seni\te amendment numbered 4, and agree to the same with 
technical cha~g~s. , . ' ·· . ; ·· ; : · · . 

The managers .. on the part of the Senate will move to agree to the 
amendment. of the House to Senate amendment numbered 4. 

Amendment No. 5: The Senate amendment extends the period for 
special tax treatment of certain low' income housinO' rehabilitation 
e:ipei1ditures to expenditure~)nade prior. to January l, 1978. Section 
167 (k) of the Intemal :Revenue Code, adopted as part of the Tax 
Refqrm Act of 1969~ permits taxpaye1's to depreciate rehabilitation 
expenditures for low- and mode,rate-income rental housing over a 
period of 60 months. The provision only applies to expenditures made 
prior to January 11' 1?75. This provisio~ _is ~pplicable only where. at 
least $3,000 per umt IS spent for rehabihtatwn over a 2-year periOd 
and no more. than $15,000 per unit qualifies for,this special treatment. 
Th~ ame;nd:rpept: "iYO\lld extend ~J;i~sp~~i~l tax .treatment for rehabili­
tatiOn expenditures to 'tHose made _pr16r to .T anuary 1, 1978. 

This amendment is J.1eported in technical disagreement. The man­
agers on the part of the House will offer the· fo)lowing motion: 
· That the House recede from its disagreement to Senate amend­
ment numbered 5, and agree to the same with an amendment as 
follows : ' · · · . . . . . 

In lieu of the matter prot>Osed 'to. be inserted by the .Senate amenQ.-
ment, insert,the following:·. . , . . · · . , . . . 

SE·c. 4. Notwithstanding the provisi~ns of section_16'f(k) (1,) ofth~ 
Internal Reve'(l;ue Ovde :of 1954 ( relatzng to depreozatwn of empend·t­
tures to. reftflbfiitate Zow income rental housing), 1th~ provis~'ons o /Bec­
tion 167(k) shall apply 1.vith, fie~pf3Ct t,O rehabilitationexpenditur~S in­
curred 'with r'e8peet tb ·zot.p +rl.(}'ome 'roen1tal housing af.ter December 31. 
1974, and before January 1, 1.97$, if 81f,ch expertditures are incurred 
pursuant to a binding contract .entered into befor.e December 31,.191 4. 

The FJ;ouse substitvte forth~ Senate am~nd:rhe~t extends' the P.eriod 
for special tax treatment of such expenditures oilly to expenditures 
made under a binding contract entered into before December 31, 1974. 
This provision was limited at this time to cover only binding contracts 
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before the end of this year rather than an extension of section 167(k), 
as provided in the Senate amendment, because the House Committee 
on Ways and Means has provided in its tax bill, which it is presently 
marking up, for the extens!on of all the 60 month amortization pro­
visions which expire at the end of 1974. 

The managers on the part of the Senate will move to agree to the 
amendment of the House to Senate amendment numbered 5. 

Amendment to title: The managers on the part o:f the House will 
offer a motion that the House recede from its disagreement to the 
amendment of the Senate to the title of the bill, and agree to the same • 

W.D.MILLS, 
AL ULLMAN, 

JAMES A. BURKE, 
H. T. ScHNEEBEL: 

HAROLD R. Couni 
Managers on the Part of the HO'U8e 

RussELL LoNG, 
liERMAN E. TALMADGE, 
WALLACE F. BENmrrr 

Managers on the Part of the §enate. 

0 
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H. R. 11251 

JUntQ!~third «!ongrtss of tht llnittd ~tatts of 2lmtrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the twenty-first day of January; 
one thousand nine hundred and seventy-four 

an act 
To amend the Tarifl' Schedules of the United States to provide for the duty-free 

entry of methanol imported for use as fuel, and for other purposes. 

Be it enacted by the S&nate mui House of Representatives of the 
United States of America in Congress assembled, That subpart D 
of part 2 of schedule 4 of the Tariff Schedules of the United States 
(19 U.S.C. 1202) is amended by striking out item 427.96 and inserting 
in lieu thereof the following : 

"I I Methyl: \ I I 427. 96 Imported only for 1lS(l in producing synthetic natural gas 
(SNG) or for direct use as a fuel....................... Free 18¢ per gal. 

427. 'J'l Other.. . . .. .. . .. .. .. .. .. .. .. .. . . .. .. . .. .. . .. .. • .. .. . .. • .. 7.6¢ per gal. 18¢ per gal. ". 

SEc. 2. (a) The amendments made by the first section of this Act shall 
apply with respect to articles entered, or withdrawn from warehouse, 
for consumption on or after the date of the enactment of this Act. 

(b) The rates of duty in rate column numbered 1 of the Tariff 
Schedules of the United States (as amended by the first section of 
this Act) shall be treated as not having the status of statutory provi­
sions enacted by the Congress, but as having been proclaimed by the 
President as being required or •appropriate to carry out :foreign trade 
agreements to which the United States is a party. 

SEc. 3. (a) Section 993(b) (3) of the Internal Revenue Code of 
1954 (relating to qualified export assets) is amended by striking out 
"such corporation" and inserting in lieu thereof "such corporation or 
~ofJtnothe.c.:COL'pO!'ation which isa-Dl~ which isa Jll6m\>Qr of a 
controlled grF<tip which includes such corporation". 

(b) The amendment made hy subsection ('a) applies to taxable 
years beginning after December 31, 1973. The amendment shall, at 
the election of the taxpayer made within 90 days after the date of 
enactment of this Act, also apply to any taxable year beginning after 
December 31, 1971, and before January 1,1974. 

SEc. 4. Notwithstanding the provisions of section 167(k) (1) of the 
Internal Revenue Code of 1954 (relating to depreciation of expendi­
tures to rehabilitate low income rental housing), the :tJrovisions of sec­
tion 167 (k) shall apply with respect to rehabilitatwn expenditures 
incurred with respect to low income rental housing after December 31, 
1974, and before January 1, 1978, if such expenditures are incurred 
pursuant to a binding contract entered into before December 31, 197 4. 

Speaker of the House of Representatives. 

Vice PrelJident of the United States and 
President of the Senate. 



October 171 1914 

Dear Hr. Director: 

The following bills vere received at the Wh1 te House on 
October 17th: 

S.J. Res. 236'/ s. 284<>/ 
· S .J. Res. 25~v"' S. 3001 / 

s.J. Res. 251 s. 3234f' I 
s. 355/ s. 3473'/ / 
s. 6o5;; s. 369Bv 
s. 628 / s. 3792 
s. 1411~/ s. 3838 / 
s. 1412!/ s. 3979/ 
S. 1769/ H.R. 6624) 
S. 2348 H.R. 6642-. 

H.n. TI68 
H.R. TT8o 
H.R. 1122~ 1 
H.R. 1125~ 
H.R. 11452 1 
H.R. 11830~,.... 
H.R. l2035l.o' 
H.R. 1.2281/ 
H.R. 13561·/ 
H.R. 13631:. 

H-H . 
I I I I 
+tt1 
I I I 

H.R. 14225 
H.R. 14597/ 
H.R. 15148 
H.R. 15427 
H.R. 1554<>'/: 
H.R. 15643 rr / 
H.R. 16857~ 
H.R. 17027 

Please let the President have reports ar.d recommendations 
as to the approval of these bills as soon as possible. 

The Honorable Roy L. Ash 
Director 
Office of z.ia~gement and Budget 
llashington, D. C. 

Sincerely, 

R:>bert D. Linder 
Chief Executive Clerk 
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