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EXECUTIVE OFFICE OF THE PRESIDENT
Fg OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

FEB 2'8 ®715

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 1767 - Suspension of 0il Import

Tariff Authority
Sponsor - Rep. Green (D) Pennsylvania, and 19 others

Last Day for Action

March 4, 1975 - Tuesday

PurEose

Suspends for 90 days Presidential authority to adjust imports
of crude oil or products; negates any such action taken after
January 15, 1975; and rebates fee increases imposed after
that date.

Agency Recommendations

Office of Management and Budget Disapproval

Federal Energy Administration Disapproval
Department of the Treasury Disapproval .
Department of State Disapproval(Inforualds.
Council of Economic Advisers Disapproval
Department of the Interior Disapproval o
National Security Council Disapproval (Inforaally)
Department of Commerce Disapproval

Council on International .

Economic Policy Disapproval
Department of Justice Defers to FEA
Council on Wage and Price Stability Defers to FEA
Department of Defense
Office of Special Representative

for Trade Negotiations
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" Discussion

The first stage of the increase in fees on imported
petroleum was put into effect on February 1, pursuant

to your proclamation of January 23, 1975. That
proclamation took two actions: it eliminated the
scheduled phasing-in of certain fees, thereby increasing
them by several cents per barrel for most categories of
petroleum imports and by as much as 58 cents per barrel
for gasoline and other types of products imported from
Canada, and it added a temporary supplemental fee of

$1 per barrel effective February 1, $2 per barrel
effective March 1, and $3 per barrel effective April 1.
You have stated the Administration's intention to replace
these with a permanent $2 per barrel excise tax when
enacted by the Congress.

Basic Features of Bill

The enrolled bill would respond to these actions by:

1. suspending for 90 days Presidential authority
to increase fees or take any other action to
adjust oil imports;

2. negating any import adjustment action taken
between January 15, 1975, and the date of
enactment; and,

3. rebating any duties or import fees collected
pursuant to a negated action.

The bill further provides that the 90-day suspension will
cease if a national emergency occurs or if certain situations
involving the use of Armed Forces arise.

Administration Rationale

The Administration's statements have focused on three major
reasons for raising fees on imported oil:

-- the resulting higher prices will lead users to
conserve, thus reducing dependence on oil
imports, thereby lessening the outflow of
dollars to producer nations and reducing U. S. =
vulnerability to embargo; R RN



-- an action of this sort would demonstrate to
producer and consumer nations the strength
of our commitment to work toward energy
self-sufficiency; and,

-- use of Presidential authority would prompt
the Congress into long-overdue action on a
comprehensive energy program.

Arguments of Bill's Supporters

Proponents of the bill argue that while effective action to
reduce dependence on imports may be essential, the entire
package of energy taxes and fees, beginning with the oil
import fees, is likely to contribute substantially to
inflationary and recessionary pressures and that the degree
of import restraint likely to be gained by such actions is
small and not worth the costs. House and Senate committee
reports on H.R. 1767, for example, make reference to studies
which conclude that the impact on the rate of inflation may
be double that estimated by the Administration.

Those who disagree with your action also contend that:

-- if the approach of raising prices is to be employed,
any taxes or fees should be placed primarily on
gasoline, since it would be more difficult for
consumers to adjust to higher prices for heating
oil and other products; this would be especially
true for those States which are more dependent
on foreign petroleum products as a result of
long-established supply networks; and,

-- allowing the Proclamation to stand would not allow
the Congress the additional time needed to effectively
examine alternatives and develop its own approach.

Administration Rebuttal

In their letters recommending disapproval of the enrolled
bill, FEA, Treasury, and other agencies offer the following
points:

-- alternative proposals considered by the Congress and
rejected by the Administration, such as rationing,
would have economic impacts significantly more adverse
than the Administration's approach;
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-- any inflationary or recessionary pressures generated by
the raising of fees would tend to be offset by the tax
reductions proposed by the Administration;

-- action must be taken now to reduce imports, not only to
slow the outflow of capital and jobs but also to show
producer and consumer nations that the United States
will not continue to accept the political and economic
vulnerability of excessive dependence; enactment of
this bill would result in delays that the country cannot
afford and can be viewed as signaling a lack of commit-
ment to energy self-sufficiency;

-- you have directed the FEA to adjust product prices so
that the higher import fees will fall more heavily on
gasoline than on other products, and additional adminis-
trative and legislative actions can be taken if neces-
sary to counteract impacts on certain segments of the
economy .

Statement of Intention to Veto

Your February 20 statement of intention to veto H.R. 1767
summarized your position: "The issue before the Senate was
very simple -~ to vote for delay or to vote for doing something
about our growing energy vulnerability... I deeply believe a
prompt solution to our energy problems is essential to the
United States. I cannot be a party to further delay."

* * * % *

Given the margins of passage in the House (309-114) and in the
Senate (66-28), there is some question as to whether the veto
could be sustained. Even if it were not, however, the effect of
the proclamation has been to galvanize the Congress into action
on a comprehensive energy program, providing a possible basis
for future compromise solutions.

FEA and OMB staff are jointly preparing a veto message for your
consideration, which will be submitted to you with appropriate
revisions made by White House speechwriters.

Enclosure
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THE WHITE HOUSE ACTION

|
WASHINGTON . day - Tuesday, March 4

February 28, 1975

MEMORANDUM FOR: THE PRESIDENT

VIA: JIM CANNON
FROM: MIKE DUVAL §D
——
SUBJECT: Enrolled Bill: Suspension of 0il Import

Tariff Authority, H.R. 1767

Attached is the enrolled bill designed to negate your
proclamation of January 23 which increases oil import
fees over a three month period. You have repeatedly
announced your intentions to veto this bill. (See
enrolled bill memo at Tab C.)

STAFF AND AGENCY POSITIONS

All your advisors recommend disapproval. They include
Roger Morton, Bill Simon, Frank Zarb, Jack Marsh, Bill
Seidman, Alan Greenspan, Jim Cannon, State Department
and Justice.

DECISION - H.R. 1767

Sign (Tab A) Veto
(Sign veto message
at Tab B approved
by Paul Theis)
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EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL ON WAGE AND PRICE STABILITY
726 JACKSON PLACE, N.W.
WASHINGTON, D.C. 20506

February 21, 1975

Mr. J.F.C. Hyde, Jr.
Acting Assistant Director

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

Dear Mr. Hyde:

This is in reply to your request for our views on
H.R. 1767, an enrolled bill to suspend for 90 days
the President's authority to impose tariffs on
petroleum and petroleum products.

It would be in the interests of the Council on
Wage and Price Stability narrowly construed for
the President to sign the bill, since this would
forestall an increase in the prices of petroleum
products and other products related to them,
Nevertheless, we recognize that there are broader
considerations involved, including the need for
conservation of energy and the President's legis-
lative strategy for achieving congressional action
on a comprehensive energy program. We, therefore,
defer to the views of the Federal Energy
Administration,

Sincerely,

W&A

Albert Rees
Director



United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

FEB 21 19/5

Dear Mr. Lynn:

This responds to your request for the views of this Department
concerning enrolled bill H.R. 1767, "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 derived therefrom; to negate
any such action which may be taken by the President after January 15,
1975, and before the beginning of such ninety-day period; and

for other purposes.”

We recommend that the President veto the bill,

The bill would suspend for ninety days the President's recently
exercised authority under section 232 of the Trade Expansion Act
of 1962 increasing import fees on petroleum.

The President issued Proclamation Number 4341 on January 23, 1975,
to increase import license fees as a means of discouraging further
importation into the United States of petroleum, petroleum products
and related products in the interest of natural security, and
thereby to create conditions favorable to the development of
domestic petroleum resources needed for projected national security
requirements, This action was taken after thorough consideration,
including consultation of the Energy Resources Council, and is
essential to the Administration's comprehensive energy program.
Nullification of this action should not be permitted and enrolled
bill H.R. 1767 should be disapproved.

Sincerely yours,

ecgaz‘y of the Interior

Honorable James T, Lynn
Director

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

CONSERVE
AMERICA'S
ENERGY

Save Energy and You Serve America!




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

FEB 2 4 1975

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D. C. 20503

Attention: Assistant Director for Legislative Reference
Dear Mr. Lynn:

This is in reply to your request for the views of this Department
concerning H.R. 1767, an enrolled enactment

""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 derived there-
from; to negate any such action which may be taken by
the President after January 15, 1975, and before the
beginning of such ninety-day period; and for other

purposes. '

The purpose of H.R. 1767 is to suspend for a period of ninety days
the authority of the President to impose new fees or to make other
adjustments in the imports of petroleum or petroleum products. It
would, in effect, negate the provisions of Proclamation 4341 of
January 23, 1975, under which the President imposed a schedule of
higher fees on petroleurmn and petroleum products.

We regard the import fee provisions of Proclamation 4341 as a key
element in the President's economic and energy programs. Accord-

ingly, we recommend against Presidential approval of H. R. 1767,

Enactment of this legislation is not expected to involve any increase
in the budgetary requirements of this Department.

Sincerely,

N i <”,
Kenl €. Rakke o o
General Counsel ‘\J
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COUNCIL ON INTERNATIONAL ECONOMIC POLICY
WASHINGTON, D.C. 20500

February 24, 1975

MEMORANDUM FOR:

Mr. J. F. C. Hyde, Jr.
Acting Assistant Director for Legislative Reference - OMB

This is in refefence to your Enrolled Bill Request of February 2lst
regarding H.R. 1767,

CIEP recommends that the President veto this legislation for the
following reasons:

(1) The legislation is directly contrary to the President's energy/
economic proposals.

(2) The 90-day delay reduces the effectiveness of the oil import
tariffs. It is unclear how soon alternative legislation can be passed,
but it will probably take several months.

(3) The oil import tariff when coupled with decontrol of old domestic
crude oil and a windfall profits tax is preferable to alternatives presently
being considered in Congress (e.g., rationing, allocation, or import
ceilings). Other mandatory, non-market allocation schemes provide
no incentive to expand domestic production.

(4) The oil import tariff is preferable to alternative proposals in
that the tariff uses the marketplace mechanism to strike a balance between
supply and demand, which is far more desirable than a system requiring
arbitrary judgments necessary in the alternative programs being considered.

(5) There is at least an even chance that the veto can be sustained.




ASSISTAN"ATTOR‘[’QEY GENERAL
LEGISLATIVE AFFAI RS

. Bepartment of Justice
Washington, B.¢. 20530

FEB 241975

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D.C. 20503

Dear Mr. Lynn:

In compliance with your request, I have examined a
facsimile of the enrolled bill H.R. 1767, "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 derived therefrom; to negate any
such action which may be taken by the President after
January 15, 1975, and before the beginning of such ninety-
day period; and for other purposes.”

This bill, as the title indicates, would suspend
for ninety days any authority of the President under the
Trade Expansion Act of 1962 or any other act to adjust
imports of petroleum or petroleum products. Section 2 of
the bill would negate any such action taken by the President
after January 15, 1975 and before the date of enactment
of the bill.

The Department of Justice defers to the Federal Energy
Administration as to whether this bill should receive
Executive approval.

Sincerely,

. Mitchell/McConnel Jr.

General



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

February 24, 1975

Dear Mr. Rommel:

This is in response to your request to the Council
of Economic Advisers for comments on H.R. 1767.

The CEA urges veto of H.R. 1767 which suspends for
90 days the authority of the President to further adjust
imports of petroleum and which negates the import fee
imposed on February 1.

The import fee is the keystone of the Administration
energy program. For the short-run, it was designed to
induce a build-up in inventories to counter the threat of
an embargo even before the remainder of the program is in
place. For the long-run, it was designed to reduce energy
consumption and hence to reduce reliance on imported
petroleum.

If veto of the import fee is not sustained, it will
be very difficult to obtain further progress in putting the
other portions of the energy program into place and it is
important that the Administration be seen capable of action
during the important negotiations which lie ahead.

Mr. Wilfred H. Rommel i

Assistant Director for T
Legislative Reference

Office of Management and Budget

Washington, D.C. 20503 o
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FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

February 25, 1975

MEMORANDUM FOR: James F. C. Hyde

Acting Assistant for Legislative Reference,

Office of Management and Budget

FROM: Robert E. Montgomery, Jr,
General Counsel

SUBJECT: Enrolled Bill HR 1767, An act to suspend
for a ninety-day period the authority of
the President under Section 232 of the
Trade Expansion Act of 1962 ... and
for other purposes

This is in response to your memorandum of February 21,

1975, in which you requested the views of the Federal Energy

Administration on the subject enrclled Bill. The effect
of this legislation would be to rescind the increased
fees on imported petroleum imposed by the President on
January 23, 1975, pursuant to Proclamation Number 4341.
The Bill would also supersede for a ninety-day period the
President's authority to make any further adjustments in
the tariffs or fees on petroleum or petroleum products
pursuant to the Trade Expansion Act of 1962 or other law.

The Federal Energy Administration recommends that this
Bill be disapproved. The increased import fees are the
only existing portion of the President's program which
will reduce our consumption of imported petroleum. The
existence of these fee schedules will spur prompt legis-
lative action in other areas of the President's program.
Some of the dislocations associated with the import fee
program can be dealt with without rescinding the entirety
of the new fee schedule, and these areas of adjustment are
addressed in the attached draft memorandum of disapproval
to the House of Representatives.

Attachment




THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON, D.C. 20220

FEB 2 51375

Director, Office of Management and Budget
Executive Office of the President
Washington, D.C. 20503

Attention: Assistant Director for Legislative Reference
Sir:

Reference is made to your request for the views of this Department
on the enrolled enactment of H.R. 1767, which provides for a temporary
suspension of the President's authority under section 232 of the Trade
Expansion Act of 1962, as amended, to adjust imports of petroleum and
petroleum products. This suspension would begin on the date of enact-
ment and run for a ninety-day period thereafter.

The Department of the Treasury is very strongly opposed to enactment
of the enrolled bill.

The President's proclamation is an integral part of the Administra-
tion's comprehensive energy program. It was issued for the express
purpose of reducing domestic consumption and, thus, the unacceptably high
current import levels. With. the rest of the program, it will promote
energy conservation, encourage development of alternative sources of
supply, and reduce our reliance on foreign oil. This proclamation also
signifies the United States' determination to assume leadership among o0il
consuming nations in a cooperative effort to encourage world-wide energy
conservation and thereby bring downward pressures on oil prices.

The oil import question has been extensively studied and debated by
Congress, the Administration and others. The situation demanded decisive
action and President Ford took it by. imposing the increased oil import
license fees using the authority given him in section 232 of the Trade
Expansion Act of 1962. In enacting section 232, Congress clearly con-
templated this type of action by the President. It would be unreasonable
and unwise to rescind the President's action without providing an
alternative plan to deal with the problem.

Furthermore, the drastic action contemplated by this bill is
unnecessary at this time because the actual economic impact of the
license fees will not begin to be felt by the consumer or the economy
during the next several weeks. Specific measures to alleviate any impacts




which do occur are already available to the Administration under
existing law and administrative regulations. This includes the
authority to restrict the pass through of increased costs attributable
to the fees to certain products, including gasoline. The President
has promised to use this authority to prevent undue hardships and
inequitable results.

Finally, the bill fails to provide the President with sufficient
authority to waive its prohibitions in periods of national emergency.
While the bill does preserve the right of the President to act during
periods of war or under circumstances involving United States armed
forces engaged in hostilities, it seriously limits the President's
authority to adjust petroleum imports in circumstances short of armed
warfare.

In view of all of the foregoing, the Department recommends that
the enrolled enactment be vetoed by the President.

Sincerely yours,

R =1/

General Counsel
Richard R, Albrecht
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

DATE: 2-28-75
%0: ° Bob Linder

FROM: Jim Hyde

Attached are 3 views letters on

H.R 767 and 1 views letter on

H.R. 2634) for inclusion in the enrolled
1 1les.
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DEPARTMENT OF STATE

Washington, D.C. 20520

FEB 2¢€ 1975

Honorable James T. Lynn
Director

Office of Management and Budget
Washington, D. C.

Dear Mr. Lynn:

The shock of the Arab embargo nearly a year and
half ago demonstrated graphically our vulnerability
to excessive dependence on imported oil.

The U.S. simply cannot continue to accept the
political and economic vulnerability which is an in-
evitable consequence of our excessive dependence.

The economic costs are obvious: huge balance of pay-
ments deficits, the intensification of inflationary
pressures, and a serious adverse impact on economic
growth and employment. The international political
costs are equally high: constraints on our ability to
exercise world leadership and serious strains on the
Western alliance.

The prompt establishment of an effective U.S.
conservation program is particularly essential in
the international area. For the first time, we face
an effective producers' cartel capable of controlling
the flow of a factor vital to the economies of the
industrialized world. Our international response to
this situation has concentrated on the creation of a
framework for close consumer country cooperation.
We have already made solid progress through:

-- The creation of the new International
Energy Agency which provides an insti-
tutional framework for cooperation;

-- the basic decision to establish a finan-
cial solidarity fund among the major
industrialized countries; and b
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-- the development in the International Energy
Agency of continuing cooperation in energy
conservation and the accelerated development
of new energy supplies.

These efforts will succeed only if the U.S. can
provide dynamic and constructive leadership. This
leadership can be expressed through diplomatic initi-
atives, but it must rest on concrete progress by the
U.S. in conservation and the development of alterna-
tive energy supplies. We cannot realistically expect
other consuming countries to respond to our urging to
conserve o0il and develop new energy supplies if we fail
to demonstrate that we ourselves are prepared to take
similar actions.

The U.S. consumes roughly one half the total oil
consumed by the seventeen countries of the International
Energy Agency, and we possess far more than half of the
group's present alternative energy resources. Clearly
our efforts will have an overwhelming impact on the
IEA's total posture. If we fail to take the initiative
and make the hard decision to dramatically curb our
dependence on imported energy, effective consumer nation
cooperation will be almost impossible to achieve.
Conversely, if we take these decisions and act now to
reverse the trend toward greater dependence on imports,
we can expect the other consumers to follow our lead.
The major advantage of immediate imposition of oil
import license fees is that it will produce rapid and
substantial results, especially in the area of conser-
vation. We will be seen by other consuming countries
and o0il exporting countries to be firmly committed to
a policy of reduced import dependence and greater
economic and political self reliance.

Meaningful national action by the U.S. is also
central to our objective of creating a mutually
beneficial equilibrium of interests between consumers
and producers. However, in order to prepare for a
constructive dialogue with producers, the consumers
must act through conservation and firm commitments to
develop new supplies and create the objective conditions
in the world energy market which will demonstrate our
determination to reduce dependence on imports. These
are essential pro-conditions for an effective consumer-
producer dialogue.
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Therefore, it is our considered opinion that the
proposed bill, H.R.1767, which would delay the imposi-
tion of oil import license fees, will by the nature of
that delay, make more difficult efforts of the United
States Government to create an effective consumer group
able to enter into a meaningful and productive dialogue
with the producers. We conclude that under the present
circumstances such a delay would not be in the best
interests of the country nor of international economic
stability, and therefore recommend that the President
veto H.R.1767.

Sincerely,

G, Ml

Robert J. McClo
Assistant Secretary
for Congressional Relations




OFFICE OF THE SPECIAL REPRESENTATIVE
FOR TRADE NEGOTIATIONS

MEMORANDUM February 26, 1975

TO: J.F.c. Hyde
Acting Assistant Director
for Legislative Reference (OMB)

FROM: John D. Greenwald

SUBJECT: H.R. 1767, An Act to suspend the authority
of the President to take certain actions
under section 232 of the Trade Expansion
Act of 1962.

This office has reviewed the above-mentioned
legislation, and recommends that it be vetoed by the
President. '




GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
WASHINGTON, D. C. 20301

28 February 1975

Honorable James T. Lynn _
Director, Office of Management and Budget
Washington, D. C. 20503

Dear Mr. Lynn:

This is in response to your request for a report from the Department
of Defense on H. R. 1767, 94th Congress, enrolled enactment.

H.R. 1767 would, for a period of ninety days after its enactment,
suspend the authority granted to the President under Section 232(b),
Trade Expansion Act of 1962 to adjust imports of petroleum or its
derivatives. The Act would also terminate the application of any
duty, tax or fee on petroleum imports, imposed by the President after
January 15, 1975 under authority of Section 232(b), Trade Expansion
Act, and provides for rebates of any duty, tax or fee paid pursuant to
such Presidential action.

The Department of Defense continues to adhere to the views expressed

in memorandum of 9 January from the Assistant Secretary of Defense
(Installations and Liogistics) to the Assistant Secretary of the Treasury
(Enforcement, Operations, and Tariff Affairs). That memorandum
stressed the need for control of oil imports to minimize the adverse
effect on national security of growing dependence on insecure oil sources.
In addition it was recognized that the United States, as the world's lar-
gest oil importer, should take the lead in reducing growth of total world
0il demand if there is to be a reasonable prospect of world oil price
stability and adequate energy supplies for NATO allies.

The controversy over the method to be employed in controlling the nation's
oil imports, which led to passage of H. R. 1767, appears to be essentially
economic in nature. All parties to the controversy appear to share the
conviction of the Department of Defense that unrestrained growth in oil
imports is inimical to the national security. In the meantime, the
depressed state of the economy has temporarily reduced petroleum demand
below forecast levels and slowed the growth in imports.



In light of these circumstances, the Department of Defense defers to
other concerned Executive Departments and Agencies on the course

of action which the President should take concerning approval or veto
of H. R. 1767.

Sincerely,

4{ wili, ()

Martin R. Hoffm










) . THE WHITE HOUSE
" ACTION MEMORANDUM j WASHINGTON © LOG NO.:

Date: February 27, 1975  Time: 12:30 p.m.

FCR ACTION: Mike Duval cc (for information): Warren Hendriks
Max Friedersdorf Jack Marsh
Phil Areeda ' Jerry Jones
NSC/S . Robert Hartmann

FROM THE STAFF SECRETARY

DUE: Decte: Thursday, February 27 Time: 3:30 p.m.

SUBJECT:

Enrolled Bill H.R. 1767 - Suspension of 0il Import
Tariff Authority

ECTION REQUESTED:

For Necessary Action %X FPor Your Recornmendations

B

Drait Reply

X

Draft Remarks

For Your Comments

REMARKS: - | S

Also attached is the draft veto message for your _
comments and recommendations. I understand that you
may have already received a copy of the message.

foned P Plss P hal a

Please return to Judy Joh ston, Ground Floor West Wing - . -7
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have cny quesiions or if you anticipate a
delay in submilting the required mcterial, please RN )
teleplhione the Staff Sezretary immediately. R 2 ST



VETO MESSAGE -- H.R. 1767

-

-

To tne Hduse of;Representatives:

Iam re{'urning without my approval H.R. 1767, an act which would B
‘rescind the increased fees oﬁ importéd petroleum thai{l imposed pursuant to
Froclamation No. 4341 of January 23, 1975,

I am deeply ;disappoir;ted that the first action by the ,COngAress on my
cofnprehé?zsive energy and ggoncmic progra*mﬁdoe‘:s nothing to meet Amerig:a.‘s
serious problemé. I‘;To;:' does it deal with .’che hard quéstioﬁs that m;zst be 're—;
solved if we are to carry out our résponsibilities to the America’nAp’eo;ple.

'VDuring the month that my energy proposals havé byeen bg%dre the‘ |
American peoplé, we have heard many alternatives to the A&fninistraﬁonfs
- prog:;-am. All of these were cogxsidered thoroughiy before my econémic ahd
energy propo'sals were submitted to the Congress. The'altérhatives, such as
rationing and allocation, xvouid have had significantly more adverse ecoﬁomic
ifnpact than the critics ascribe‘ to my program, Wduld‘ses‘rerely' 1irﬁit tzlacij.‘ciénal
freedoms, or simply v&ould not work.

Though some alternatives may see‘rﬁ less painful, they si'mpl.y will
not get the jog done. And the dangerous precedent that nvouldﬂbe set by th:,s TESN
bill is the clear signal to the Americén people that their govermnént,‘ ;v.ilen |

, ':* N
faced with hard decisions, chooses to do nothing. e

-

That course is unacceptable. Recent history has demonstrated the

threat to America's security caused by our significant and growing reliance

on imported pé@f\nd incx

L —

Qbs, at a time when un

ing our imports merx Xports more

ployment already is atdnacceptable levels.

-




- L -
Though nothing is gained by delaying the start of my energy

-

program, some legitimate concerns have been raised since my program

vwams announced in Janvary. I am now convinced that it is possible to achieve

-~

my import goals while reducing the problems of adjustment to higher energy
prices. Accordingly:

-- I have directed the Administrator of the Federal Energy

-
-

Administration to use existing legal authorities to adjust .

the price increases for petroleum products so that the
added costs of the fees will increase gaséline prices more

-

than other petroleum products, such as heating é.ﬁd.residual
fuel oils. These i v om-gasoline -will not be permahéﬁt,
and will be phased out.

--1 am'pr'oposi;ng a further tax measure that will febate.al,l

of the increased fuel co?ﬁufrom the new import fees for off-

.’Jfﬂah o - -

road farm use.. Thi program will also be phased out over

three years. This proposal, which would be retroactive

threugh the date of the new import fee schedule, will sub-
stantially lessen the adverse economic impact on agriéulmxw
: . & .

PARFEES

production, and will reduce price incredses in agricultunal

jut

products.

~

*

These actions are designed to lessen the impact of the new import
fees in critical industrial sectors of the nation while still achieving the

nscessary savings in petroleum imports,



"Some have critized the cost of my program, but this over-
looks several offsetting factors. One is that to the extent

that the program achieves its purpose of deterring con-
sumption of foreign petroleum, either through conservation

or substitution of domestic alternatives, both industry and
consumers will avoid the increased costs. Second, the
increase in costs from the oil tariff would be minor compared to
the cost of continuing to erode the purchasing power of the
dollar abroad, which affects the entire economy, not just the
_cost of energy. Third, the entire cost of added import fees
would be returned to the economy if Congress acted on the

$46 billion in tax cuts and rebates I proposed as part of my
comprehensive program. These dollars would go to support
jobs at home, and help to finance the shift to domestic sources
of energy. In real terms, this will reduce costs, in contrast
to the inflationary increase in real costs through dependence
on imported oil, with which we are already too familiar, "



-3 .
Sorne have criticized the impact of my program and called for
delay. But the costs of fhe added import fees would be more than offset

- s

if Congress acted ox the $46 billion in tex cuts and rebates I proposed as
d .

/
4 . .
part of my comprehensive program.
/

The costs of failure to act can be profound. The 90-day delay
alone will resﬁl{: in almost $200 million r‘nore spent on petroleum irr;port;
during that périod alone. Delaying enactment of my comprehensiveprograrn‘-
will result in spending nearly $2.5 billion more on petroleum imporkts ‘this
year alone, |

Some insist that spending more on imports is thé easy \;ay torx"n‘eet_
our nation's critical energy needs. But @he easy_way is as dangerous é. -
course as the homeowner who economizes by neglecfing.to.buy‘ fire -i.ﬁsx.lraﬁcé-..
If we do nothing, in two or tﬁree years we may have doubled our wlnéfabiiif} .

' to a future embéroo. The effects of 2 future embardo would be 1nf1n1tely more

ris in%

The nation deserves better than this, I will do all vﬁthin my power

s will conting

drastic than t-fft we experienced last winter

@ortj/ohyfme sorely nee

o

to work with the Congress so the people may have a solution and not me'i'ély"

a delay. - . .




THE WHITE HOUSE

WASHINGTON

February 27, 1975

MEMORANDUM FOR: WARREN HENDRIKS
FROM: MAX L. FRIEDERSDORF mk) )
SUBJECT: Action Memorandum -~ Log No.

Enrolled Bill H.R. 1767 - Suspension of
0il Import Tariff Authority.

The Office of Legislative Affairs concurs with the Agencies
that the enrolled bill H.R. 1767 should be vetoed.

Attachments
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- EXECUTIVE OFFICE OF THE PRESIDENT
"'_\.‘_f_n"- OFFICE OF MANAGEMENT AND BUDGET
N © WASHINGTON, D.C. 20503

FEB 2§ 1575

MEMORANDUM FOR THE PRESIDENT '
Subject: Enrolled Bill H.R. 1767 - Suspension of 0il Import

Tariff Authority
Sponsor — Rep. Green (D) Pennsylvania and 19 others

Last Day for Action

March 4, 1975 - Tuesday

Purpose

Suspends for 90 days Presidential authority to adjust imports
of crude o0il or products; negates any such action taken after

January 15, 1975; and rebates fee increases imposed after
that date.

Lgency Recommendations

’ 2 4 e A e de 2
Office nf Managceomaont and Bud

2vdgece-- - - - - -Di ayyx.u\raJ.

Federal Energy Administration Disapproval
Department of the Treasury - = Disapproval ~
Department of State : Dlsapproval\—“'““”‘“
Council of Economic Advisers Disapproval ' :
Department of the Interior - Disapproval . s
National Security Council Disapproval: Losodmdddy
Department of Commerce Disapproval
Council on International

Economic Policy ‘ Disapproval
Department of Justice Defers to FEaA
Council oh Wage and Price Stability Defers to FEA
Department of Defense -
Office of Special Representative

for Trade Negotiations

-".\SRD(/



Discussion

The first stage of the increase in fees on imported
petroleunm was put into effect on Februvary 1, pursuant

to your proclamation of January 23, 1975. That
proclamation topk two actions: it eliminated the
scheduled phasing-in of certain fees, thereby increasing
them by several cents per barrel for most categories of
petroleum imports and by as much as 58 cents per barrel
for gasoline and other types of products imported from
Canada, and it added a temporary supplemental fee of

$1 per barrel effective February 1, $2 per barrel
effective March 1, and $3 per barrel effective April 1.
You have stated the Administration's intention to replace
these with a permanent $2 per barrel excise tax when
enacted by the Congress. :

Basic Features of Bill.

The enrolled bill would respond to these actions by:

1. suspendlng for 90 days Presidential authority
to increase fees or take any other action to
- adjust oil imports;
2. negating any import adjustment action taken
between January 15, 1975, and the date of
enactment; and, .

3. rebating any duties or import fees collected
pursuant to a negated action.

4-Thé bill further provides that the 90-day suspension will
cease if a national emergency occurs or if certain situations
involving the use of Armed Forces arise.

Adnministration Rationale

The Administration's statements have focused on three major
reasons for raising fees on imported oil:

~— the resulting higher prices will lead users to
conserve, thus reducing dependence on o0il
imports, thereby lessening thz outflow of
dollars to producer nations and reducing U. S.
vulnerability to embargo;

-ia’\’[\



~- an action of this sort would demonstrate to-
producer and consumer nations the strength
of our commitment to work toward energy
self-sufficiency; and,

-- use of Presidential authority would prompt
' the Congress into long-overdue action on a
comprehensive energy progran.

nguments of Bill's Supporters

Proponents of the bill argue that while effective action to
reduce dependence on imports may be essential, the entire
package of enexrgy taxes and fees, beginning with the oil
import fees, is likely to contribute substantially to
inflationary and recessionary pressures and that the degree
of import restraint likely to be-gained by such actions is
small and not worth the costs. House and Senate committee
reports on H.R. 1767, for example, make reference to studies
which conclude that the impact on the rate of inflation may
be double that estimated by the Administration.

Those who disagree with your action also contend that:
if the gpproach ©of raising prices 1s tu be employed,
any taxes or fees should be placed primarily on
gasoline, since it would be more difficult for
consumers to adjust to higher prices for heating
0il and other products; this would be especially
true for those States which are more dependent
on foreign petroleum products as a result of
long-established supply networks; and,

-- allowing the Proclamation to stand would not allow
the Congress the additional time needed to effectively
examine alternatives and develop its own approach.

Administration Rebuttal

In their letters recoﬁmending disépproval of the enrolled
bill, FEA, Treasury, and other agencies offer the following
points: ' )

-- alternative proposals considered by the Congréss and
rejected by the Administration, such as rationing,
would have economic impacts significantly more adverse

than the Administration's approach; g;\\
o)

3
-
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-- any inflationary or recessionary pressures generated by
-+ the raising of fees would tend to be offset by the tax
reductions proposed by the Administration; -

-=- action must be taken now to reduce imports, not only to
slow the outflow of capital and jobs but also to show
producer and consumer nations that the United States
will not continue to accept the political and economic
vulnerability of excessive dependence; enactment of

. this bill would result in delays that the country cannot

— afford and can be viewed as signaling a lack of commit-~
ment to energy self-sufficiency;

-- you have directed the FEA to adjust product prices so
that the higher import fees will fall more heavily on
gasoline than on other products, and additional adminis-
trative and legislative actions can be taken if neces-
sary to counteract 1mpacts on certaln segments of tre
economy.

Statement of Intention to Veto

Your February 20 statement of intention to veto H.R. 1767

summarized your position: "The issue before the Senate was
very simple ~-- to vote for delay or to vote for doing something
about our growing energy vulnerability... I deeplyv believe a

prompt solution to our energy "problems is essential to the
United States. I cannot be a party to further delay."

* ¥ & % %
Given the margins of passage in the House (309-114) and in the
Senate (66-28), there is some question as to whether the veto
could be sustained. Even if it were not, however, the effect of
the proclamation has been to galvanize the Congress into action
on a comprehensive energy program, providing a possible basis
for future compromise solutions.

' FEA and OMB staff are jointly preparing a veto message for your
consideration, which will be submitted to you with appropriate
revisions made by White House speechwriters.

Director

Enclosure



“ws. (Friedman -‘edit; . ’ | February 26, 1975

. VETO MESSAGE -- H.R. 1767

To th.e.House of Representatives:

I am returning without my approval H.R. 1767, an act which would
‘rescind the increased fees oﬁ impértéd petroleum that I imposed pursuant to
Proclamation No. 4341 of January 23, 1975. -

/I am deeply disappointed that the first action by the Congress on my
»comprehensive energy and economic program does nothing to rﬁeet America's
serious .problems,.» Nor cioes it deal wi';h\the hard questions that must be re-
solved if we are to carry oﬁt our résponsibilities to the American people.

During the month that my energy proposals have been before the

American people, we have heard many alternatives to the Administration's

'pro.gram.v All of t_heée were considered thoroughly before my economic and

'eneﬁrgy proposals were submitted to the Congfess. The alternatives, such as
rationing and allocation, would have had significantly more adverse economic

" impact thah the critics as'éribé to my pfograh, would severely limit traditic;nél ‘
freedorﬁs, or simply Qould not work.

Though some alternatives may seem less painful, they simply will
not get the job done. And the dangerous preced'ent that would be set by this
bill is the clear signal to the A"merican people that their government, when
faced with hard deéisions, chooses to do nothing. )

That course is unacceptable. Recent history has demonstrated the
threat to Arxierica's security caused‘ by our significant and growing reliance

on imported petroleum. And increasing our imports merely exports more.

jobs, at a time when uncmployment already is at unacceptable levels.



v . . -2 -

Though nothing is gained by delaying the start of my enérgy
program, some iegi_timate concerns have been raised since my program
was announced in January. I am now convinced that it is possible to achieve

my import goals while reducing the problems of adjustment to higher energy

prices. Accordingly:

-

- =-1 have _direc}fced the Aaministrator of the Federal Energy
| ;Adminiist.;x:atvion to use existing iegal authoritiés to adjust

the price increases for petroleum products so that the
added costs‘of the fees will increase gasoline prices more
than othe:.; petroleurh products, sﬁch as beatiﬁg and.‘x—'esidual-
fuel oils. These increases on gaso'l..ine 'will not bé‘ perm'anent,
and will be phased out.

-~ lam -p.ropo.f:‘ing a further rax measure .t'nat will rebate all
of the increased fuel costs from the new import fees for off-
road farm use. The progi'.am wﬂl also be phased out over
three -years. This proposal,r which would be retroactive
through the date of the new import fee schedule, will sub-
stantially.less.en the adverse economic impact on agricultural
p:oduction, and will reduce price increases in agricultural
products. .

These actions are designed to lessen the impact of the new import

- fees in critical industrial sectors of the nation while still achieving the <

necessary savings in petroleum imports.
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Some have criticized the impact of my prog:fam and called for
dela,y; But the costs of the. added ihport fees would be more than offset
.if Con;gres‘s act'ed on ;che $46 billion in tax cuts and rebates I propoéed as
part of my comprehensive program.
The costs of failure to act.can be profound. The 90-day delay

alone will result in almost $200 million more spent on petroleum imports

-

during that period alone. | Delaﬁng enactment of my comprehensive program
will result in spending nearly $2.5 billion more on petroleum imports this
year alone,

Some insist that spending more on i'mport's is -tﬁe"easy way to meet
ou.r nation's critical energy needs. But the easy way is a‘s dangerous a -
course as the homeowner who economizes by neglecting to buy fireﬂ insurance,
I \_{'e do nothing, in two or gn‘ee years we ‘ma'y haye _doytbl?d our \'ulnerabili?y
to a.future embargo. The effects‘c;f a future embargo would be infinitely more
drastic than that we experiencedvlast'winte:.- And rising imports will conti;lue
to export jobs tha t'ére sor.;ely needed at.home. |

| ‘The nafi'on deserves better than this. Iwill do a}l within my power
to work with the Congress so the people may have a solution and not merely

a delay,



FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

.. February 25, 1975

~

MEMORANDUM FOR:  James F. C. Hyde
- Acting Assistant for Legislative Reference,
Office of Management and Budget

- FROM: ' Robert E. Montgomery, Jr.
General Counsel :

SUBJECT: Enrolled Bill HR 176/ An act to suspend
: for a ninety-day period the authority of
. the President under Section 232 of the
Trade Expansion Act of 1962 ... and
for other purposes

This is in response to your memorandum of February 21,
1975, in which you requested the views of the Federal Energy
Administration on the subject enrolled Bill. The effect
of this legislation would be to rescind the increased
fees on imported petroleum imposed by the President on
January 22, 197L5, ourcuant to Praclamation Numher 43471,

The Bill would also supersede for a ninety-day period the
President's authority to make any further adjustments in
the tariffs or fees on petroleum or petroleum products

pursuant to the Trade Expansion Act of 1962 or other law.

The Federal Energy Administration recommends that this
Bill be disapproved. The increased import fees are the
-only existing portion of the President's program which
will reduce cur ccnsumption of imported petroleum. The
existence of these fee schedules will spur prompt legis—-
lative action 'in other areas of the President's program.
Some of the dislocations associated with the import fee
program can be dealt with without rescinding the entirety
of the new fee schedule, and these areas of adjustment are
addressed in the attached draft memorandum of disapproval
to the House of Representatives.

Attachment

™,
W



THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON, D.C. 20220

FEB 2 51375

Director, Office of Management and Budget
Executive Office of the Président
Washington, D.C. 20503

Atténtion: Assistant Director for Legislative Reference
Sir:

Reference is made to your request for the views of this Department
on the enrolled enactment of H.R. 1767, which provides for a.temporary
suspension of the President’s authority under section 232 of the Trade
Expansion Act of 1962, as amended, to adjust imports of petroleum and
petroleum products. This suspension would begin c¢a the date of enact—~ .
ment and run.for a ninety-day period thereafter.

The Department of the Treasury is very stron 151y opposed to enactment
of the enrolled blll. ~

The President s proclamation is an integral part of the Administra-
tion's~ comprehensive emergy pivgiam. 1t was iccwed for rhe_exnress o
- purpose of reducing domestic consumption and, thus, the unacceptably hlgh
current import levels. With the rest of the prograzm, it will promote
energy conservation, encourage development of alternative sources of
supply, and reduce our reliance on foreign oil. This proeclamation also
signifies the United States' determination to assucze leadership among oil
consuming nations in a cooperative effort to encourage world-wide energy .
conservation and thereby bring downward pressures on oil prices.

s B e e

The oil import question has been. extensively studied and debated by
Congress, the Administration and others. The situation demanded decisive
action and President Ford took it by imposing the increased oil import
license fees using the authority given him in section 232 of the Trade
Expansion Act of 1962: 1In enacting section 232, Congress clearly con- |
templated this type of action by the President. It would be unreasonable
and unwise to rescind the President's action without providing an Avyfggzj\
alternative plan to deal with the problenm. I “
Furthermore, the drastic action contemplated by this bill is
unneéessary at this time because the actual economic impact of the -
.license fees will not begin to be felt by the consumer or the econonmy e
during the next several weeks. Specific measures to alleviate any impacts




which do occur are already available to the Administration under
existing law and administrative regulations. This includes the
authority to restrict the pass through of increased costs attributable
to the fees to certain products, including gasoline. The President
has promised to use_this authority to prevent undue hardships and
inequitable results.

Finally, the bill fails to provide the President with sufficient
authority to waive its prohibitions in periods of national emergency.
While the bill does preserve the right of the President to act during
periods of war or under circumstances involving United States armed
forces engaged in hostilities, it seriously limits the President's
authority to adjust petroleum imports in circumstances short of armed
warfare. .

In view of a1l of the foregeing, the Department recommends that:
the enrolled enactment be vetoed by the President. :

Sincerely yours,

<L OL E ?,QMJJ

‘General Counsel
Richard R. Albrecht




. THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

February 24, 1975

Dear Mr. Rommel:
a /“\\Thls is in response to your request to the Council
of Economic Advisers for comments on H.R. 1767.

The CEA urges veto of H.R. 1767 which suspends for
90 days the authority of the President to further adjus
imports of petroleum and which negates the import fee
imposed on February. 1.

The import fee is the keystone of the Administration
energy program. For the short-run, it was designed to
induce a build-up in inventories to counter the threat of
an embargo even before the remainder of the program is in
place. For the long-run, it was designed to reduce encrgy
consumption and hence to reduce reliance on imported
petroleum.

If veto of the import fee is not sustained, it will
be very difficult to obtain further progress in putting the
other portions of the energy program into place and it is
important.that the Administration be seen capable of action
during the important negotiations which lie ahead.

o~

Alan Greenspan

Mr. Wilfred H. Rommel ' v
Assistant Director for ' e

Legislative Reference : _ A
Office of Management and Budget . ?}
washington, D.C. 20503 &/




United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

FEB 21 1975

fwar Mr, Lynn: - | .
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iher purposes.

+o recommend that the President veto the bill,

e bill would suspend for ninety days the President's recently
rwercised authority under section 232 of the Trade Expansion Act
¢® 1242 increasing import fees on petroleun.

Tne President issued Proclamation Number L2L1 on Taﬂﬁﬂvy 23, 1075,
to incrcase import license fees as a means of discouraging further
izreortaiion into the United States of petroleum, petroleum prcducts

nd related products in the interest of natural security, and
thereby to create conditions favorable to the development of
dezestic petroleum resources needed for projected national secu *11:
regiirements., This action was taken after thorough consideratio
‘ncluoﬂng consultation of the Energy Resources Council, and is
ecscential to the Administration's comprehensive energy rrocraz.
Wwallification of this action should not be permitted and enrolled
t411 4.R, 1767 should be disapproved.

Sincerely yours,

St Wb oo
crgary of the Interior A

Honorable James T. Lynn
Director

Offlice of Management and Budget
Washington, D. C. 20503

CONSERVE
ANERICA'S
ENERGY

Save Energy and You Serve America!
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GENERAL COUNSEL OF THE
DEPARTMENMT OF CONVIMERCE
Washington, D.C. 20230 '

FEB % 4 175

e o 38

Honorable James T. Lynn
Director, Office of Management
"and Budget

Washington, D. C. 20503

Attention: Assistant Director for Legislative Reference

Dear Mr. Lynn:

-~ .

This is in reply to your request for the views of this Department
concerning H.R. 1767, an enrolled enactment

"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 derived there-
from; to negate any such action which may be taken by
the President after January 15, 1975, and before the
beginning of such ninety-day period; and for other
purposes. ' ' -
The purpose ot H.R. 1767 is to suspend for a period of ninety days
the authority of the President to impose new fees or to make other
adjustments in the imports of petroleum or petroleum products. It
would, in effect, negate the provisions of Proclamation 4341 of
January 23, 1975, under which the President imposed a schedule of
higher fees on petroleum and petroleum products.

We regard the import fee provisions of Proclamation 4341 as a key
element in the President's economic and energy programs. Accord-
ingly, we recommend against Presidential approval of H.R. 1767.

Enactment of this legislation is not expected to involve any increase
in the budgetary requirements of this Department,

Sincerely, | : : .

General Counsel

Q_C‘OLUFO‘I‘{-‘ 5

<
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"COUNCIL ON INTERNATIONAL ECONOMIC POLICY
' WASHINGTON, D.C, = 20500 -

February 24, 1975

MEMORA NDUM FOR:

Mr. J. F C. Hyde, Jr.
Acting Assistant Director for Leclsl ative Reference - OMD

—

-

This is in reference to your Enrolied Bill Request of Febfu:xry 21
'.rcgnrdixg H.R. 1767,

CIEP recommends that the Pres;ldent veto this legislation for the
following reasons:

(1) The legislation is directly contrary to the President's cneroy/
economic proposals.

(2) The 90-day delay reduces the ef,fectiveness_ of the oil import
tariffs. It is unclear how soon alternative legislation can be puassed,
- but it will probably take several months. -

(3) The oil import tariff when coupled with decontrol of old domestic
crude oil and a windfall profits tax is preferable to alternatives presently
being considered in Congress (e.g., rationing, allocation, or import
ceilings), Other mandatory, non-market allocation schemes provide
no incentive to expand domestic production.

(4) The oil import tariff is preferable to alternative proposals tn
that the tariff uses the marketplace mechanism to strike a balance Ixtweesn
supply and demand, which is far more desirable than a system requirin:

arbitrary Judﬂments necessary in the alternative programs being considered.

(5) There is at least an even chance that the veto can be sustained.

it

é)(id A. Haltqmst Ve

G

eral Couqéel | N\
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Washington, 0.€. 20330
FEB 241975

tionocable James T. Lynn

Lyrector, Office of Management
and Budget

rishington, D.C. 20503

xeay Mr. Lynn:

In compliance with your request, I have exanmined a
facsimnile of the enrolled bill H.R. 1767, "To susgena for
a ninety-day period the authority of the President under
scetion 232 of the Trade Expansion Act of 1962 or any
other provision of law to increase tariffs, or to take
ny other import adjustment action, with respect to
petroleum or products derived therefrom; to negate any
such action wnhich may be taken by the President aifter
January 15, 1975, and before the beglnnlng of such ninet
day period; and for other purposes.”

This bill, as the title indicates, would suspenc
for ninety days any authority of the President under
Trade Expansion Act of 1962 or any other act to adjus
imports of petroleum or petroleum products. Secticn
the bill would negate any such action taken b} tho Erca.

fter Januvary 15, 1975 and before the date of enactzcen
of the bill.

304
iU

ho et rr

.

The Department of Justice defers to the Federal
Atministration as to whether this bill should ruceive
Lxeccutive approval. -

s

Sl

d A Mitchell: McConnell, <
Actlng Assistant Attorndy o

Sincerely, .
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EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL ON WAGE AND PRICE STABILITY
726 JACKSON PLACE, N.W,
WASHINGTON, D.C. 20506

February 21, 1975

Mr. J.F.C. Hyde, Jr.
Acting Assistant Director

for Legislative Reference
‘0ffice of Management and Budget
Washington, D.C. 20503

Dear Mr. Hyde:

This is in reply to your request for our views on
H.R. 1767, an enrolled bill to suspend for 90 days
the President's authority to impose tariffs on
petroleum and petroleum products.

It would be in the interests of the Council on
Kage and Price Stability narrowly construed for
the President to sign the bill, since this would
forestall an increase in the prices of petroleun
products and other products related to them,
Nevertheless, we recognize that there are broader
considerations involved, including the need for
conservation of energy and the President's legis-
lative strategy for achieving congressional action
“on-a comprehensive energy program. We, therefore,
defer to the views of the Federal Energy
Administration,

- Sincerely,

Albert Rees
Director .



THE WHITE HOUSE

WASHINGTON

February 27, 1975

MEMORANDUM FOR MIKE DUVAL
FROM: WARR

SUBJECT: Veto on the 0Oil Import Tariff

As you are aware, Phil Areeda madesome recommended changes
to the draft veto message on H.R. 1767. I have forwarded
those comments to Paul Theis' office and am attaching a
copy for your personal review.

Would you please prepare the cover memorandum for Jim's
signature which will be attached to Jim Lynn's enrolled
bill report. I would draft this memo, however, I believe
there might be information not contained in the enrolled
bill report which you would want included on Jim's
memorandum. Likewise, if the President has already

made his decision on the veto there seems to be no

need for all the options and background as is contained
in Lynr's memorandum.

Thanks.

cc: Jim Cavanaugh



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

/ M WASHINGTON, D.C. 20503
J)/ 1 FEB 28 ©15
1,
o - MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 1767 - Suspension of 0Oil Import

Tariff Authority
Sponsor - Rep. Green (D) Pennsylvania, and 19 others

Last Day for Action

March 4, 1975 - Tuesday

- Purpose
Suspends for 90 days Presidential authority to adjust imports
of crude o0il or products; negates any such action taken after
January 15, 1975; and rebates fee increases imposed after
that date. '

Agency Recommendations

Office of Management and Budget Disapproval
Federal Energy Administration Disapproval
Department of the Treasury Disapproval
Department of State Disapprovalipﬁ°n“dlY)
Council of Economic Advisers Disapproval
Department of the Interior Disapproval
National Security Council Dlsapproval(PﬁONMﬂ1Y)
Department of Commerce Dlsaporoval
Council on International )

Economic Policy Disapproval

Department of Justice

Council on Wage and Price Stability

Department of Defense
Office of Special Representative
for Trade Negotiations

Defers to FEA
Defers to FEA

n ?



" Discussion

The first stage of the increase in fees on imported
petroleum was put into effect on February 1, pursuant

to your proclamation of January 23, 1975. That
proclamation took two actions: it eliminated the
scheduled phasing-in of certain fees, thereby increasing
them by several cents per barrel for most categories of
petroleum imports and by as much as 58 cents per barrel
for gasoline and other types of products imported from
Canada, and it added a temporary supplemental fee of

$1 per barrel effective February 1, $2 per barrel
effective March 1, and $3 per barrel effective April 1.
You have stated the Administration's intention to replace
these with a permanent $2 per barrel excise tax when
enacted by the Congress.

Basic Features of Bill

The enrolled bill would respond to these actions by:

1. suspending for 90 days Presidential authority
to increase fees or take any other action to
adjust oil imports;

2. negating any import adjustment action taken
between January 15, 1975, and the date of
enactment; and,

3. rebating any duties or import fees collected
pursuant to a negated action.

The bill further provides that the 90-day suspension will
cease if a national emergency occurs or if certain situations
involving the use of Armed Forces arise.

Administration Rationale

The Administration's statements have focused on three major
reasons for raising fees on imported oil:

-~ the resulting higher prices will lead users to
conserve, thus reducing dependence on oil
imports, thereby lessening the outflow of
dollars to producer nations and reducing U. 8.
vulnerability to embargo;
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-- an action of this sort would demonstrate to
producer and consumer nations the strength
of our commitment to work toward energy
self-sufficiency; and,

-~ use of Presidential authority would prompt
the Congress into long-overdue action on a
comprehensive energy program.

Arguments of Bill's Supporters

Proponents of the bill argue that while effective action to
reduce dependence on imports may be essential, the entire
package of energy taxes and fees, beginning with the o0il
import fees, is likely to contribute substantially to
inflationary and recessionary pressures and that the degree
of import restraint likely to be gained by such actions is
small and not worth the costs. House and Senate committee
reports on H.R. 1767, for example, make reference to studies
which conclude that the impact on the rate of inflation may
be double that estimated by the Administration.

Those who disagree with your action also contend that:

-- if the approach of raising prices is to be employed,
any taxes or fees should be placed primarily on
gasoline, since it would be more difficult for
consumers to adjust to higher prices for heating
oil and other products; this would be especially
true for those States which are more dependent
on foreign petroleum products as a result of
long-established supply networks; and,

-- allowing the Proclamation to stand would not allow
the Congress the additional time needed to effectively
examine alternatives and develop its own approach.

Administration Rebuttal

In their letters recommending disapproval of the enrolled
bill, FEA, Treasury, and other agencies offer the following
points:

-- alternative proposals considered by the Congress and
rejected by the Administration, such as rationing,
would have economic impacts significantly more adverse
than the Administration's approach;
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-=- any inflationary or recessionary pressures generated by
the raising of fees would tend to be offset by the tax
reductions proposed by the Administration;

~=- action must be taken now to reduce imports, not only to

.- slow the outflow of capital and -jobs but also to show
producer and consumer nations that the United States
will not continue to accept the political and economic
vulnerability of excessive dependence; enactment of
this bill would result in delays that the country cannot
afford and can be viewed as signaling a lack of commit-
ment to energy self-sufficiency;

-~ you have directed the FEA to adjust product prices so
that the higher import fees will fall more heavily on
gasoline than on other products, and additional adminis-
trative and legislative actions can be taken if neces-
sary to counteract impacts on certain segments of the
€economy. -

Statement of Intention to Veto

Your February 20 statement of intention to veto H.R. 1767
summarized your position: "The issue before the Senate was
very simple -- to vote for delay or to vote for doing something
about our growing energy vulnerability... I deeply believe a
prompt solution to our energy problems is essential to the
United States. I cannot be a party to further delay."

* % % % %

Given the margins of passage in the House (309-114) and in the
Senate (66-28), there is some question as to whether the veto
could be sustained. Even if it were not, however, the effect of
the proclamation has been to galvanize the Congress into action
on a comprehensive energy program, providing a possible basis
for future compromise solutions.

FEA and OMB staff are jointly preparing a veto message for your
consideration, which will be submitted to you with appropriate
revisions made by White House speechwriters.

(Signed) James T. Lyna

Director

Enclosure






