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OcrounR 11, 1978.-Ordered to be printed

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

CONFERENCE REPORT

[To accompany H.R. 5268]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 5263) to
suspend until the close of June 30 1980, the duty on certain bicycle
parts, 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 amendment of
the Senate to the text of the bill and agree to the same with an amend-
ment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SECTION 1. SHORT TITLE; ETC.
(a) SHORT TITL.-This Act may be cited a8 the "Energy Tax Act of

1978"-
(b) AmvWDmHNT oF 1954 Cope.-Except a8 otAerwise ewpreaslJ pro-

vided, whenever in this Act an amendment or repeal i. e pressed in
terms of an amendment to, or repeal of, a sectiOn or other prove ison.
the .#.rence hall be considered to be made to a section or other promi-
*!on of the Internal Revenue Code of 1954.

(c) TABLE' OF (JONTAT-

Sie. 1. Short title; etc.

TITLE I-R DNTIAL ENERGY CREDIT
Soo. 101. Residentialetwrgy eredit.

TITLE fl-TRANSPORTATION

PAR I-GA GUZZLER TAg

Src. 301. Gas guzzler tax.



PARr 11-Mo Bo FUELB

SaC. 221.
SaC. 2.

Bempton from motor fuels ea'se taxes for certain alcohol fuel.
Denial of credit or refund for nonbusiness nonhigl 1ay use of gasoline,

spec al motor fuels, a" lubricating oil

PARr 111-PRovalsoNa RzAwAD TO BUSZV

Removal of exoise tax on buses.
Removal of emeise tam on bus parts.
Removal of exorse tag on fuel, oil, and tires used in connection with

integrity, local, and school bue.

PAT V-IN aN'o VBB FOR VAN POOLING

Sac. 241. Full investment credit for certain commuter vehicles.
Sze. 242. Erelusin from gross income of value of qualified transportation prq-

vided by employer.

TITLE Ill--HANGES IN BUSINESS INVESTMENT CREDIT TO BNYOOUR-
AGE CONSERVATION OF, OR CONVERSION PROM, OIL AND GAS OR TO
BNCOURAGB NBW ENERGY TBHNOLOGY

Sac. 801. CMenges in business investment credit.

TITL IM V-MISCBLLANBOUS PROVISIONS

Sa. 401.

Sao. 40*.

S a. .08.

Sac. 404.

Treatment of intangible drilling costs for purposes of the minimum
a.

Option to deduct intangible drilling coats is the case Of geot9henMn
depoalts.

Depletion for geothermal deposits and natural gas from geopresarized

Bore fined lubricating oil.



TITLE I-RESIDENTIAL ENERGY CREDIT
SEC. 191. RESIDENTIAL ENERGY CREDIT.

(a) GENERAL RUL.-ubpart A of part IV of subchapter A of
chapter 1 (relating to credits allowable) is amended by inserting after
section 44B the following ew section:
"SEC. MC. RESIDENTIAL ENERGY CREDIT.

"(a) GENERAL BoEu.-In the case of an individual, there shall be
allowed as a credit against the tax imposed by this chapter for the
taxabl year an amount equal to the sum of-

"(I the, qualify energy conservation expenditures, plus
Sthe qualified renewable energy source empenditurea.

"(b)QMUALrD EzNDruRnes.-For prposes of subsection (a)-
"(1) ENror COsBRVAvlON.-In the case of any dwelling unit,

the. qualified energy conservation empenditure. are 15 percent of
so muck of the energy conservation expenditures made by the tam-
payer during the ta able year with respect to such unit as does not
exceed $8,00.

"(2) RENEWABLE ENERGY SOVRc.-Itn the case of any dwelling
unit, the qualified renewable energy source ewpenditurea are the
following percentages of the renewable energy source eapendi-
tures made by the taxpayer during the taxable year with respect
to such unit:

"(A) 30 percent of so much of such empenditure. as does
not emceed $9,000, plus

"(B) 90 percent of so much of such expenditures as exceeds
$9,000 but does not exceed $10,00.

$'(3) PRIOR EXPENDITURES By TAXPA YFR ON NAME RESIDENCR TAKEN
INTO ACCOUNT.-If for any prior year a credit was allowed to the
taxpayer under this section with respect to any dwe In uat by
reason of energy conservation expenditures or re eswab energy
source expenditures, paragraph (1) or (2) (whichever is appro-
priate) shall be applied for the taxable year with respect to such
doellng unit by reducing each dollar amount contained in such
paragraph by the prior year expenditures taken into account
under such paragraph.

"(4) MINIMiUM DOLLAR ANOuT.-NO credit shall be allowed
under thii section with respect to any return for any tamable year
if the amount which would (but for this paragraph) be allowabZe
with respect to such return is less than $10.

"(5) APPLICATION WITH OTHER cRsDTs.-4'hfe credit allowed by
subsection (a) shall not emceed the tax imposed by this chapter for
the tamable year, reduced by the sum of the credits allowable under
a section of this subpart having a lower number or letter de&igna-
tion than this section, other than credits allowable by sections 31,
39, ad 43.



"(6) CARroveR OF UNUSED CREDIT.-
"(A) IN GENERAL.-If the credit allowable under subsec-

tion (a) for any taxable year emeted& the limitation imposed
by paragraph (5) for such tamable year, such ecess shall be
carried to the succeeing taxable year and added to the credit
allowable under mssection (a) for such succeeding taxable
year.

"(B) No CARRYOVER To rAXABLE YEARS BEGINNING AFTER
DECEMBER 81, 1987.-No amount may be carried under sub-
paragraph (A) to any taxable year begi nng after December
31,1987.

" C) DEFINITIONS AND SPECIAL Rurs.-For purpose of this
8eetin--

"(1) ENERGY CONSERVATION EXPENDrRv..-The term 'energy
coneervation expenditure' means an expenditure made on or after
April £0, 1977, by the taxpayer for insulation or any other energy-
conserving component (or for the original installation of such
insulation or other component) installed in or on a dwelling
unit-

" (A) which is located in the United States,
"(B) which is used by the taxpayer as his principal resi-

dence, and
" (C) the conrtrwtion of which was substantially completed

before April 0, 1977.
"(2) R SWAB K NhROY SOURCE EXPENDITURE.-

"(A) IN GENERAL.-The term 'ren able energy source ex-
penditure' means an expenditure made on or after April 20,
1977, by the taxpayer for renewable energy source property
installed in connection with a dwelling unit-

"(i) which is located in theUnited States, and
"(ii) which is used by the taxpayer as his principal

residence.
"(B) CERTAIN LABOR CoSrs I Ne nUD.-The term 'renewable

energy source e 6nditure' includes erpeditures for labor
coats properly allocable to the onsite preparation, assembly,
or original intallation of renewable energy source property.

"t(d) SWIMMING POOL, ETC., USErD As STORACr Atrv-6
term 'renewable energy source ezwvenditure' does not inrlide
any expenditure projrly allocable to a swimming pool used
as an enermqz storage medium or to any other enerQV storaqe
medium which has a primary function other than the function
of such storage.

"(3) IN$ULArTo.-The term 'insulation' Means any item-"(A) which is uvecifcally and primarily deined to ve-
duce when installed in or on a dwelling (or water heater) the
heat loss or gain of such dwneUlna (or water heater),

"(B) the original use of which begins with the taxpayer,
"(C) which can reasonably be expected to remain in op-

eration for at least 3 years, ar d
"(D) which meets the performance and quality standards

(if ani) which-
"(0 have been prescribed by the Secretary by regu-

ZaHn, and



" (i) are in elect at the time of the acquisition of the

"(4) OrarAr E'ARGY-CONSR vrNo OONAPONAT.-The term 'other
energy-conserving component' means any item (other than in-
sulation) -

"(A) which is--
"(i) a furnace replacement burner designed to achieve

a reduction in the amount of fuel consumed as a result of
increased combustion efficiency,

" (ii) a device for modifying flue openings designed to
increase the e='ency of operation of the heating system,

"(iii) an electrical or mechanical furnace ignition sys-
tem which replaces a gas pilot light,"(iv) a storm or thermal window or door for the em-
terior of the dwelling,

"Qv) an automatic energy-saving setback thermostat,
"(vi) caulking or weatheratripping of an exterior door

or window,
"(vii) a meter which displays the coat of energy usage,

or
"(viii) an item of the kind which the Secretary spei-

fies by regulations as increasing the energy efficiency of
the dwelliIg,

"' (B) t1e onhgnal use of whjch begins with the taxpayer,
(') ihich can reasonably be ex pected to remain in opera-

tion for at least 8 years and
"(D) which meets tXe performance and quality standards

(if any) which-
"(i) have been prescribed by the Seoretary by regula-

tions, and"(ii) are in effect at the time of the acquisition of theitem.
"(5) RENEWALS WnERGY SoURo PROPRTY.-The term 'renew-

able energy source property' means property-
"(A) which, when installed in connection with a dwelling.

transmits or uses-
"(i) solar energy, energy derived from geothermal de-

posits (as defted in section 613(e)()), or any other
form of renewable energy which the scretat y specifies
by regtatiOns, for the Purpose of heating or coolg swh
dwelling or providing hot water for use within suck
dwelling, or

"(ii) wind energy for nonbusiness residential purposes,
"(B) the original use of which begins with the tapa/er,
"(C) which can reasonably be expected to remain in

operation for at least 5 years, and
"(D) which meets the performance and quality 8tandards

(if any) which-
" (i) have been prescribed by the Secretary by regula-

tions, and
"(i) are in effect at the time of the acquisition of the

property.



"(6) REOULATION.-C4"(A) ROTERA; CrftIzWATzoN PROcrEDvRrs-Te Seontan/
Shall by regulations-h

"() establish the criteria which are to be used in (I)
prescribing performance and quality standards under
paragraphs (3), (4), and (5), or (II) specifying any
item under paragraph (4) (A) (vii) or any for of re-
newable energy under paragraph () (A) (z), and

"(ii) establish a procedure under which a manufac-
turer of an item may request the Secretary to certify that
the item will be treated, for purposes of this 8ection, as
inflation, an energy-conserving component, or renew-
able energy source property.

"(B) CONSULTAzoN.-Perfornmance and quality standards
regulations and other regulations shall be prescribed by the
Secretary under paragraphs (3), (4), and (5) and under this
paragraph only after consultation with the Secretary of En-
ergy, the Secretary of Housinq and Urban Development, and
other appropriate Federal officers.

"(7) WrEN EXPENDITUREs MADE; AMOUNT OP R.PENDITUREs-

"(A) IN GENERAL.-Ecept as provided in subparagraph
(B), an expenditure with respect to an item shall be treated
as made when original installation of the item is completed.

"(B) RENEWABLE ENERGY SOuRCE EXPNDITTrRE.--Iln the
case of renewable energy source expenditures in connection
with the construction or reconstruction of a dwelling, such
eapenditnre shall be treated as made when the original use
of the constructed or reconstructed dwelling by the taxpayer
beg~is.

"(0) AMOuN.-The amount of any ezpenditure shall be
the cost thereof.

"1(D) ALLOCATION IN CERTAIN CASS.-If We8 than 80 percent
of the use of an item is for nonbuSiness residential purposes,
only that portion of the" ependitures for such item which is
properly allocable to use for nonbuness residential purposes
shall be taken into account. For purposes of this subpara-
graph, use for a swwmwng pool shall be treated as ue which
is not for residential purposes.

"(8) PRINCIPAL rrsivE.cr.c-The determination of whether or
not a dwollinn unit is a tnpaer's pmin0hfl rnVRU ,ene shI7, be
made under principles similar to thoe applicable to section 1034,
except that-

"(A) no ownership requirement shall be imposed, and
"(R) the period for which a dwelling is treated as the

principal residence of the taxpayer shall include the 30-day
period ending on the first day on which it would (but for this
subparagraph) be treated as his principal rmidence.

"(d) SpErIA RuL.--For purpose of this section-
"(I) DOLAR AMOUNTS IN CASK OP JOINT" OCCUP.4fcY.-ln the case

of any dwelling unit which is jointly occupied and need during
any c&aendar year as a principal residence by 2 or more indi-
vidalg-

"(A) the amount of the credit allowable under subsection
(a) by reason of energy conservation ecopenditure8 or by



reason of renewable energy source expenditures (as the case
may be) made during such calendar year by any of such
individuals with respect to such dwelling unit shall be deter-
mined by treating all of such individuals as one taxpayer
whose taxable year is such calendar year; and

"(B) there shall be allowable with respect to such expendi-
ture to each of such individuals a credit under subsection (a)
for the taxable year in which such calendar year ends in
an amount which bears the same ratio to the amount deter-
mined under subparagraph (A) as the amount of such ex-
penditure made by suc individual during such calendar
year bears to the aggregate of such expenditures made by all of
such individuals during such calendar year.

"(2) TRNANT-STOCKHOLDR IN COOPERATIVE HOUSING COPPORA-
TIoN.-In the case of an individual who is a tenant-stockhoider
(as defined in section 916) in a cooperative housing corporation
(as defined in such section), such individual shall be treated as
having made his tenant-stockholder's proportionate share (as
defined in section 216(b) (3)) of any expenditures of such cor-
poration.

"(3) CoNDouIUM.-
"(A) IN GFNRAL.-In the case of an individual who is a

member of a condominium management association with re-
spect to a condominium which he owns, such individual shall
be treated as having made his proportionate share of any ex-
nendihtres of such association.

"C(B) CONDOMINIUM MANAGEMENT ARSOCIATION.-For pur-
poses of this paragraph, the term 'condominium management
association' means an organization which meets the require-
ments of paragraph (1) of section 528(c) (other than sub-
paragraph (E) thereof) with respect to a condominium proj-
ect substantially all of the units of which are used as resi-
dences.

"(4) 1977 EXPENDITURES ALLOWED FOR 197.-
"(A) No CREDIT FOR TAXABLE YEA RS BEGINNING BFORE 1978.-

No credit shall be allowed under this section for any taxable
year beginning before January 1,1978.

"(B) 1977 EXPENDITURES ALLOWED FOR 197S.-In the case of
the taxpayer's first taxable year beginning after December 31,
1977, this section shall be applied by taking into account the
period beginning April 20, 1977, and ending on the last day of
such first taxable year.

"(e) BAsis ADJTrSTMENTS.-Fo purposes of this subtitle, if a credit
is allowed under this section for any expenditure with respect to any
property, the increase in the basis of such property which would (but
for this subsection) result from such expenditure shall be reduced by
t.c amount of the credit so allowed.

"() TERMINATION.-TJMv section shall not apply to expenditures
made after December 31. 1985."

(b) TRCHIVICAL AND CLERCAL AMENDMENT.-
(1) The table of sections fOr subpart A of part IV of 8ubohap-

ter A of chapter 1 is amended by inserting after the item relating
to section 44B the following new item:



"Sec. 440. Residential energy credit."(9) Subsectio (c) oj section 56 (defnig ul 2ar d~duc-
io) i. amended by tnkng out "redit r r- and

all that follow. and insettnq in lie thereof "creit allowable
under subpart A of part IV other than under sections 31, 39, and

(8) ubsection (a) of seoion 1016 (relating to adjunts to
baai) is amended by inser aft paragraph (SO) thefolow-
ing new paragraph:

'(R1) to the extent provided in section 40(e), in the case of
property with respect to which a credit has been allowed under
section 440;". . .
. (4) Subsection (b) of section 6096 (relating to de nation of
income tam, payment to Presidential Election Campai7n Fnd)
is, amended by stiJg out "and ,rB" and inserting in lieu thereof
"44J, and 44'.

(e) EFProTJvA DAr.-The amendments made by this aeotion shall
apply to taxable years ending on or after April 90, 1977.



TITLE II-TRANSPORTATION
PART I-GAS GUZZLER TAX

SEC. 201. GAS GUZZLER TAX.
(a) GENERAL Rur.-Part I of aubchapter A of chapter 38 (re-

latinq to motor vehicle emoi8e taxes) is amended by adding at the
end tereof the following new section:
"SEC. 406. GAS GUZZLER TAX.

"(a) IMPOSITION or TA.-There is hereby imposed on the sale by
the manufacturer of each automobile a tax determined in accordance
with the following tables:

"(1) In the case of a 1980 model year automobile:
"It the fuel economy of the model

type in which the automobile falls is: The tax is:
At least 15 --------------------------------------------- 0
At least 14 but less than 15 ------------------------------ $200
At least 18 but less than 14 ------------------------------- 800
Less than 1 ------------------------------------------ 550

"(2) In the case of a 1981 model year automobile:
"If the fuel economy of the model

type in which the automobile falls is: The tax Is:
At least 17 --------------------------------------------- 0
At least 16 but less than 17 ------------------------------ $00
At least 15 but less than 16 --------------------------------- 850
At least 14 but less than 15 ------------------------------- 450
At least 18 but less than 14 ------------------------------- 550
Less than I ------------------------------------------ 650

"(3) In the case of a 1982 model year automobile:
"if the fuel economy of the model

type in which the automobile falls s: The tax is:
At least 18.5---------------- ------------------ -- 0
At least 17.5 but less than 18.5 --------------------------- $200
At least 16.5 but less than 17.5 -------------------------- 850
At least 15.5 but less than 16.5 ---------------------------- 450
At least 14.5 but less than 15.5 ---------------------------- 600
At least 18.5 but less than 14.5 ---------------------------- 750
At least 1.5 but less than 18.5 ---------------------------- 950
Less than 1.5 --------------------------------------- 1,200

"(4) In the case of a 1983 model year automobile:
"It the fuel economy of the model

type in which the automobile falls is: The tax Is:
At least 19 ----------------------------------------------
At least 18 but less than 19 ------------------------------ $350
At-least 17 but less than 18 -------------------------------- 500

(9)
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"If the fuel economy of the model
type in which the automobile falls is The tax is

At least 16 but less than 17_- $6s0
At least 15 but less than 16 -80
At least 14 but less than 155 , ON
At least 18 but lees than 144 -,-U
Less than 18. ..... 1, 55

"(5) In the case of a 1984 model year automobile:
"If the fuel eeonomyu of the model

type in which the automobile falls is: The tax It:
At least 19.5 ------------------------------------------ i
At least 18.5 but less than 195 --------------------------- $4
At least 17.5 but less than 18.5 ----------------------------- 600
At least 16.5 but tees than 17.5 ---------------------------- 75
At least 15.5 but less than 16.5 ---------------------------- 950
At least 14.5 but less than 15.5 ..------------------------- 1,150
At least 18.5 but less than 14.5 ------------------------- 1,450
At least 12.5 but less than 18.5 ------------------------ 1,750
Less them 19.5 --------------------------------------- , 150

"(6) In the case of a 1985 model year automobile:
"If the fuel economy of the model

type in which the automobile falls is: The tax is:
At least 1 -------------------------------------- 0
At least 20 but lees than 1 ---------------------------- $500
At least 19 but less than 20 ----------------------------- 600
At leapt 18 but less than 19 ------------------------------- 800
At least 17 but less than 18 ------------------------------ 1,000
At least 16 but less than 17 ---------------------------- 1,200
At least 15 but less than 16 ----------------------------- 1,500
At least 14 but less than 15 ------------------------------ 1, 800
At least 18 but less than 14 ------------------------------ 2, 200
Less than 18 ------------------------------- ---- 2,650

"(7) In the case of a 1986 or later model year automobile:
"If the fuel economy of the model

type in which the automobile falls is: The tax is:
At least 22.5 ----------------------- -------- 0
At least 21.5 but less than $2.5 ------------------- 0
At least £0.5 but less than £1.5 ----------------------------- 650
At least 19.5 but less than £0.5 ----------------------------- 850
At least 18.5 but less than 19.5 -------------------------- 1, 050
At least 17.5 but lets than 18.5 -------------------------- 1,800
At least 16.5 but tes than 17.5 ------------------------- 1,500
At least 15.5 but less than 16.5 ------------------------- 1, 850
At least 14.5 but less than 15.5 .------------------------- 2, WV
At least 18.5 but less than 14.5 --------------------- --- , 700
At least 12.5 but less than 1.5 -------------------------- ,200
Less than 1.5. - --------------------------------------- 8,850

b(b) DFINIvT IN .- For purposes of this section-
"(1) AUToMoBIL.-

"(A) IN GRlRA.-T-"he term 'automobile' means any 4-
wheeled vehicle propelled by fuel--,

"(i) wioh is ma-nufactured primarily for use on pub-
lic streets, roads, and ighway8 (except any vehicle op-
erded exclsively on a rail or ra'Zs), and



"(ii) which is rated at 6,000 pounds gross vehle.
weight or less.

"(B) EXCEPTION FOR CERTAIN vriHcLKs.-The term 'automo-
bil' does not include any vehicle which is treated as a non-
passenger automobile under the rules which were prescribed
by the Secretary of Transportation for purposes of section
501 of the Motor Vehicle Information and Cost Savings Act
(15 U.S.C. 2001) and which were in effect on the date of the
enactment of this section.

"(C) EXCEPTION FOR EMERGENCY VEHICLEs.-The term
'automobile' does not include any vehicle sold for use and
timed-

"(i as an ambulance or combination ambulance-
heare1

"(ii) by the United States or by a State or local govern-
ment for police or other law enforcement roses or

"(iii) for other emergency Uses prsribed by the Aec-
retary by regulations.

"(2) FUEL EcoNoM.-The term 'fuel economy' means the
average number of miles traveled by an automobile per gallon of
gasoline (or equivalent amount of other fuel) consumed, as de-
termined by the EPA Administrator in accordance with pro-
cedures established under subsection (a).

"(3) MODEL Typr.-The term 'model type' means a particular
clas of automobile as determined by regulation by the EPA
Administrator."(4) MODEL YEA.-The term 'model year', with reference to
any specific calendar year, means a manufacturer's annual pro-
duction period (as determined by the EPA Administrator) which
ineudes January 1 of such calendar year. If a manufacturer has
no annual production period, the term 'model year' means the
calendar year.

"(5) MANUFACTURER.-The terra 'manufacturer' includes a pro-
ducer or importer.

"(6) EPA ADMINISTRA Fo.-The term 'EPA Administrator'
means the Administrator of the Environmental Proteotion
Ag eny.

"(7) Fun.-The tr 'fue'r means gasoline and iesel fuel.The Secretary (after consultation with the Sqecretary of Traits-
portation) may,vby regulation, include any product of petroleumor natural gas within the maning of suck term if he determines

that such inlusion is consistent with the need of the Nati to
conserve energy.

"(c) DETERMINATION o FusrL Ecovoz.-For purposes of this see-
tion--

"(1) IN GENERAL.-Fuel economy for any model type shall be
measured in accordance iith testing, and calculation procedures
established bi, the EPA Administrator by regulation. Procedure,
so established shall be the vrocedures utilned by the FPA Ad-
minis8trator for mad year 1975 (weighted 55 percent urban cycle,
and 15 percent hahwa cycle). or procedures which yield com-
parable results. Procedures under this subsection, to the extent
practicable, shall require that fuel economy tests be conducted



in conjunction with eMSi 8one testsa conducted under section 206 of
the OleanAir Act. The EPA Admini s tor shall report any mer.
uremenft of fuel economy to the Secretwa.
" (B) SPECIAL BRLE FOR FUELS OM7ER THAN GAsOLzI.-The EPA

Administrator shall by regulation detertine that quantity of any
other fuel which is the equivalent of one gallon of gasoline.

11(3) TIME BY WHICH RJGU-A TIONS MUST BE ISSUED.-Teting aM
calculation procedures applicable to a model year, and any dmend,
mnt to such procedures (other than a technical or clerical ameni
ment), shall be 2rmukated not less than 19 months before the
model year to which su procedures apply.

U(d) SPECIAL Rvrzs FrOR SMALL MANUFACTURERS.-
"(1) IN OAERAL.-If, on the application of a email mnnu fa.

hirer, the Secretary determine. that it is not feasible for such
mawfacturer to meet the tam-free fuel economy level for the mod
year with respect to all automobiles produced bv such manufac-
turer or with respect to a model type produced by suc manu-.
facturer, the Secretary may by egulan pre bbe an alternaterate schlw ae for suck model .year for all automobiles produced by
suck manufacturer or for suck model t.pe, as the case may be. Theal~teae rate scheul shall be based on thte mawmu feasib
fuzel economy level to hick such manufacturer canz meet for suck
model year wih respect to all utomobiles or with respect to suc
model tMpe, as te case may be.

"c(B) APLCATION TO INCLUDE NECESSARY INFORMA TION.- ap.
plication under this subsection for any model year a/tall omnisuch inforato as the Secre~ta may by reg presre

" (S) DzPIRxalnAnIow To BE MADE ONrLY AFTER CONSULTATION.-
Detenninatknt under paragraph (1) shall be made b.y the See-
tryj only after consultation with the Secretary of Energ., the
Secrtr of Trans porain and other appropriate Federal

"(A) 1w GEEAL .- For, purpose. of this subsection, them'smal manfacurer' means any manfacture--
"(i) who manufactured (whether or not in te Unite

States ) fee than 10,00 automobiles in the second moeyear preceding the model year for which the detennina-
in under paragraph (1) is being made, and
"(ii) whlo can ,reasonably be eapeoted to manufacture

(whtethter or not in th~e United Stare.) fee than 10$)auton obile. in the model year for which the d eoni-
tion under paragraph (1) is being madee."(B) SPECIAL RLES.-For purposes of subpaagrpch

U (i) mANUFAcTURER Oed AUTOMOBILES PRODUCED ABROAD
Stt e WITHOUT REGARD tO IMPORT TION.-T h

yearreing the erm earfore awhach2tbe determin-

'witho)t regard to m ecea on (e 4 (5).
"(ii) eTOD tntoUPs.-Perons it o are member

aotmie cnteol er forpoaih sha eria

das one maufature. For purposes of tepr
ed sen nce, th term 'onRrOturped gralp of coera-



tiona' has the meaning given to such term by section
1563(a); except that 'more than 50 percent' shall be sub-
stituted for 'at least 80 percent' each place it appears in
section 1563(a)."

(b) REDUCTION i BAsis op A UToMoILs ON Waicar GAs GUZZLER TAX
WAS Imposl.-eotion 1016 (relating to adjustments to basis) is
amended by dsignati subsection (d) as subsection (e) and by
inserting after subsection (c) the following new subsection:

11 (d) RE)UCTION¢ B sS OF AUTOMOBILE ON Walcza GAS GUZZLER TAXWAB IMPosX'.-If-
"(I) the taaeaye* acquires any automobile with respect to

,,hich a tam was imposed by section 4M64, and
"(B) the use of such automobile by the taxpayer begins not more

than 1 year after the date of the first sale for ultimate use of such
automobile,

the basis of such automobile shall be reduced by the amount of the tam
imposed by section 4064 with respect to such automobile. In the case
of importation, if the date of entry or with wal from warehouse for
consumption is later than the date of the flrst sal for ultimate use,
tuch later date shall be substituted for the date of such first sale in the
preceding sentence."

(c) D AL or CRnAnr ExE mTzovS AD RrFrvs.-
(1) TAx-ARv SALrEs.-Subseection (a) of section 45l (relating

to certain tam-free sales) is amended by adding at the end thereof
the following new sentence:

"Paragr phe (4) and (6) shall not apply to the tax imposed by sec-

(B) UNITED STATES AND POSSRSSIoNs.-Section 42393 (relating to
ezemPtion for United Stotes and possessions) is amended by
striking out "tax imposed by section 421" and inserting in lieu
thereof "tames imposed by sections 4064 and 41 1".
(3) DENAL op R uNDs FOR CERTAIv uss.-Paragraph (9) of

section 6416(b) (relating to ta payments considered overpay-
meita in the case of apeotfled uses and eoales) is amended by add-
in q at the end thereof the follooinq new sentence:
"Subpargraph. (0) and (D) shal not apply in the case of any
tamn paid under section 4064."

(d) PAYMeNT OF TAX IN CASE OF LrASFD AUTOMOBILES.--Setion 4917
relain to leases) is amended by adding at the end thereof the fol-

loin new subsection;
"(e) LEAsrs OP AuTomoHEs Susrcr To GAs Guzzrit TA.-

(1) IN or.NNRAL.-In the case of the lease of an automobile the
sale of which by the manufacturer would be taxable under section
A,064., the foreoivnr proVIaos of this section shall not apply, but,
for purposes of this chapter-

"(A) the first lease of suck automobile by the manufac-
turer shall be considered to be a soale. and

"(B) any lWese of such, automobile by the manufacturer
after the first lease of such automobile shall 'not be considered
to be a sale.



"(B) PAYMENT o TAX.-In the case of a lease described in para-graph (1) (A)-
(A) thre shal. be paid by the manufacturer on each leasepayment that. portion of the total gas guzzler taw which bear,

the samre rat io to such total gas guszle ta as suck paymefi
bears to the total amount to be paid under such lease,

"(B) if such le is canesed, or the automobile iY sold or
otherwise disposed of, before the total gas guzzler ta is pay
able, there shall be pai by the manufacturer on such cancer
ltion, sale, or disposition the difference between the tar im-
posed under subparagraph (A) on the lease payments and
the total gas roler tax, and

"(0) of th automobile is sold or otherwise disposed of
after the total gas guzzler tax is payable, no tax. shall be im-
posed under section 4064 on such sale or diposition.

"(3) D'rlrvNvoNs.-For purposes of this subsection-
"(A) MANUPA rUor.-The term 'manufacturer' inludea

a producr or importer.
"(B) TOTAL GAS GUZZLER rA-The term 'total gas guzzler

taw' means the tam imposed by section 4064, computed at the
rate in effect on the date of the first lease."

(e) AuTHoRITY To EXTEND REGISTRAR TION SYSTEM To Ex'prnox op
EMEorRC VEHIcLtr.--Subetion (d) of section 420f relatingo to
registration in the case of certain other exemptions) is amended by
inserting "4064(b) (1) (0)," after "4063(b),".

(f) CZnRICAL AMRNDmNr.-The table of *ection for part I of sub-
chapter A of chapter 3B is amended by adding at the end thereof the
following new item:

"See. 4064. G s guzzler taw."

(g) EF cretvr DATr.-The amendments made by this section shD
anphi with respect to 1.980 and later model year automobiles (as de-
fined in section 4064(b) of the Internal Revenue Code of 1954).

PART lI-MOTOR FUELS

SEC. 221. EXEMPTION FROM MOTOR FUELS EXCISE TAXES FOR CER-
TAIN ALCOHOL FUELS.

(a) GAsorr M m, Wura ALCoHo.-
(1) IN GFNERA.-&CtWR 4081 (relating to imposition of tax

on gasoline) is amended by adding at the end thereof the follow-
inq new subsection:

"(c) GASOLVNE MIxo Wir Aicoor.-
"(1) IN GENRALz.-Under regulations prescribed by the See-

tary no tax shall be imposed by this section on the sale of any
gasoline--

"(A) in a mixture with alcohol, if at least 10 percent of th
mi ,tre is alcoh &I, or

"(B) for use in produing a mixture at least 10 percent of
inhinh is alcohol.

"1(2) LATER SEPARATION OF GASoLIN-Jf any person separates
the gasoline from a mixture of gasoline and alcohol on which tax



was not imposed by reason of this subsection, such person shall be
treated as the producer of such gasoline.

"(3) ALCOHoL DEFINED.-For purposes of this subsection, the
term 'alcohol' includes methanol and ethanol but does not include
alcohol produced from petroleum, natural gas, or coal."

(2) EFrcrTVE DArx.-The amendment made by paragraph (1)
shall apply to sales after December 31,11978, and before October 1,
1984.

(b) ALCOHOL MixErD WITH SPECIAL Fux.-
(1) IN GENERAL.-SeCtOn 4041 (relating to imposition of tax

on special fuels) is amended by adding at the end thereof the fol-
lowing new subsection:

"(k) FuLs CoNTAINING ALcooL.-
"(1) IN GENERAL.-Under regulations prescribed by the Secre-

tary, no tax shall be imposed by this section on the sale or use of
any liquid fuel at least 10 percent of which consists of alcohol
(as defined by section 4081 (c)3)).

"(2) LATER SEPARATON.- f any person separates the liquid fuel
from a mixture of the liquid fuel and alcohol on which tax was
not imposed by reason 61 this subsection, such separation shall be
treated as a sale of the liquid fuel."

(2) EFFECTIVE Art.-The amendment made by paragraph (1)
shall apply to sales or use after December 31, 1978, and before
October 1, 1984.

(c) REPORTS.-
(1) ANNUAL RAroRT.-On April 1 of each year, beginning with

April 1, 1980, and ending on April 1, 1984 the Secretary of
Energy, in consultation with the Secretar 0t/ the Treasury and
the Secretary of Transportation, shall sub mat to the Congre.s a
report on the use of alcohol in fuel. The report shall include-

(A) a description of the flrms engaged in the alcohol fuel
industry,

(B) the amount of alcohol fuels sold in each State, and
the amount of gasoline saved in each State by reason of the
use of alcohol fuels,

(C) the revenue loss resulting from the exemptions from
tax for alcohol fuels under sections 4041(k) and 4081 (c) of
the Internal Revenue Code of 1954, and

(D) the cost of prodution and the retail cost of alcohol
fuels as compared to gasoline and special fuels before the
imposition of any Federal excise taxes.

(2) REPoRT.-The report submitted to the Congress on April 1,
1984, shall contain, in addition to the information required under
paragraph (1), an analysis of the effect on the alcohol fuel indu8-
try of the termination of the exemption from excise taxes pro-
vided under sections 4041 (k) and 4081(c) of the Internal Revenue
Code of 1954.

(d) EXPEDITION OF C mTAIN ETHANOL PoDUCTioN APPLI CArON.-
The Secretary of the Treasury shall expedite, to the maxmm extent
possible, action on the application of any person with respect to the
production of ethanol for use in prodtwAn.w gasoline described in sec-
ton 4081(c) (or in prodtcinq liquid fuel described in section 4041 (k))
of the Internal Revenue Code of 1954. Within 6 months after the date
of the enactment of this Act, the Secretary shall furnish to the Corn-



mittee on Finwe, United States Senate, and to the Committee on
W/s.1 andMeans, United States House of Representatives, recommen-
dations for legislation necessary to provide for change in the
provsiots of -chapter 51 of the Internal Revenue (ode of 1954 to pro-
vide a simple, expeditious pracedure for processing such application
and to simplify the regulation of such persons for purposes of such
chapter consistent with adequate safeguards against the use of such
applications to avoid or evade compliance with the provisions of such
chapter relating to distilled spirits procured, dealt in, or used for other
purposes.
SEC. 222. DENIAL OF CREDIT OR REFUND FOR NONBUSINESS NON.

HIGHWAY USE OF GASOLINE, SPECIAL MOTOR FUELS,
AND LUBRICATING OIL.

(a) IN GE NRAL.-
(1) GASOLINE.-

(A) So much of the first sentence of section 6421 (a) (relat-
ing to nonhighway uses) as precedes "the Secretary" it
amended to read as follows: "Except as provided in eub8ec-
tion (1), if gasoline is ued in a quaifie business we".

(B) Subsection (d) of section 6421 (relating to deflhntions)
is amended by adding at the end thereof the following new
paragraph:

"(3) QUALIFIED BUSINESS USE.-
"(A) IN GENFRAL.-The term 'qualified bualness use' meas

any use by a person in a trade or business of such person or
in an activity of suck person described in section 915 (relat-
=to production of income) otherwise than as a fuel in a
highway vehic-

"(i) which (at the time of such use), is registered, or
is required to be registered, for highway use under the
laws of any Stat e or foreign country, or

"(ii) which, in the case of a highway vehicle owned by
the United States, is used on the /4qkway.

"(B) ErclPnow FoR USE IN ifoTfDa& rs-The term 'quai-
fied business use' does not include any use in a motorboat.

"(0) Omnzercial fishing vesels.-For provisions exempt-
ing from tax gasone, special motor fuels, and lubricating oil
used for comeria king vess, see-

"(i) subsections (a) (3) and (d) (3) of section 4221
(relatng to certain tax-froe sale.),

"(ii) section 6416( (5) (B) (relating to refund or
credit in case of certain uses), and

"(iii) scion 4/(g) (1) (rowating to eemptione from
tat on s fuels)."

ing to special motor fuels) is amended by striig out the secnd
and third sentences and inserting in lieu thereof the following:

used, in a quaifluuinea we, the tas imposed by paraygraph.(1) or
by paragraph (B) shall bet1 cent a galor& If aliguid on which tar
was imposed by paragraph (1) at the rate of B cents a gallon by reason
of the preceding sen tence is used otherwise than in a gyalifled busi-
hess use, a tao, of £ cents a gallon shall be imposed under paragraph



(5). For purposes of this subsection, the term 'qualifie business we'
has the meaning given to such term by section 641 (d) (3)."

(3) LUBRICATING OlL.-Subaectton (a) of acoton 6484 (relating
to lubricating oil not used in highway motor ehicles) is amended
by striking out "is used otherwise than in a highway motor 'vehi-
ose" and inserting in lieu thereof "i. used in a qvatiyted business
use (within the meaning of section el4' 1 (di) (3) )".

(b) EFrcrirsD rE.-Tha amendments made by subsetion (a) Mall1
applyj with respect to uses after December 31, 1978.

PART 111-PROVISIONS RELATED TO BUSES

SEC. 2l1. REMOVAL OF EXCISE TAX ON BUSES.
(a) GENERAL RoLm.-Paragraph (6) of section 408(a) (relating

to m on for local transit buses) i amended to read as follows:
"(6) Burs.-The taxa imposed under section 4061(a) shall not

bp y in the case of any automobile bus chassis or automobile bus

(b) FLOSrocKs REF US.-
(1) IN GENERAL.-Where, before the day after the date of the

enacmnw/t of this Act, a, ta-repeaZed article (as defned in sub-
section (e)) ha. been sod by the manufacturer, producer, or im-
porter and on such day is held by a dealer and has not been used
and it intended for sale, there 81a, be credited or refunded (with-
out interest) to the mansfacturer, producer, or importer an
amount equal to the tw paid by such manufacturer, Producer, or
importer on his. sale of the artio., if- .

(A) c7aim for such credit or refund is filed with the Seore-
tary of the Treasury before the frat day of the lOth calendar
month beginning after the day after the date of the enactment
of this Act based upon a request submitted to the manufac-
turer, produces or importer before the first day of the 7th
caendar month beginning after the day after th; date of the
enactment of this Act by' the dealer who held the article in
te ent of which the credit or refund is claimed; and

(B) on or before the first day of nrsli lOth calendar month
reimbursement has been matte to the dealer by the manufac-
turer, producer. or importer in an amount equal to the tax
paid on the article or written consent has been obtained from
the dealer to allowance of the credit or refund.

(8) LIMITATION ON ELIGIBILITY FOR CRNDIF OR REFTUN-NO man-
ufacturer, producer, or importer shall be entitled to credit or re-
fun nd prga (1) () heO
evidence of the ineorpl s wnth respect to wofch the credit orrefund is claimed us maui be requiredtby revfulatezs, presorlhed

by the Seoretary of the Treasury exer this subsection.
(rf OTHER sAWS APPLICABL.-AU proion of o y, ioohdingpenalties, applicable with respect to the toates imposed by 8ectton

07 1(a) of the Internal Revenue (lode of lOSS shal, insofar as
avvlicable and ntot inonsistent with nara graphs (1) ad (9$) of
this subsection, apply in respect of the credit. and. refunds pro-
vided for in paragraph (1) to the same extent as if the credits or
refunds constituted overpayments of the tarn.
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(C) REFUNDS WITH RERPrCT TO CERTAIN CONSUMER PURCHASE .-
(1) IN O NERAL.-Eept. as otherwise provided in paragraph

(B), where on or after April 20, 1977, and on or before the date
of the enactment of this Act, a tax-repealed article (as defied in
subsection (e) ) has been sold to an ultimate purchaser, there shall
be credited or refunded (without interest) to the manufacturer,
producer, or importer of such article an amount equal to the tax
paid by such manufacturer, producer, or importer on hik sale of
the article.

(B) LIMITATION ON ELIGIBILITY FOR CREDIT OR RnPUND.-No man-
ufacturer, producer, or importer shall be entitled to a credit or
refund under paragraph (1) with respect to an article unless-

(A) he has in hi. possession such evidence of he sale of
the article to an ultimate purchaser, and of the reimburement
of the tax to such purchaser, as may be required by regulations
prescribed by the Secretary of the Treasury under this
subsection1

(B) claim for such credit or refund is fild with the Sec-
retary of the Treasury before the jrst day of the 1Oth cal-
endar month begqining after the day after the date of the
enactment of ths Act based upon information submitted to
the manufacturer, producer, or importer before the first day
oZ the 7th calendar month beginning after the day after the
date of the enactment of this Act by the person who sold the
article (in respect of which the credit or refund is claimed)
to the ultimate purchaser; and

(O on or before the firet day of such loth calendar month
reimbursement has been made to the ultimate purchaser i
an amount equal to the taxn paid on the article.

(3).OrmrR LAWS APPL.lCABL.-A provisions of laws, including
pel , applicable with respect to the tawes imposed by section
4061(a) of such Code shall, insofar as a Uible and not in-
consistent with paragraph (1) or (2) of is subsection, apply
with respect to the credit. and refunds provided for in para-
graph (f) to the same extent as if the credits or refunds constiutd
overpayments of the tar.

(d) ;ERTAIN USES BY MANUFACTURER, Erc.-Any tax paid by reason
of section 4218(a) of such (ode (relating to use by manfacturer or
importer considered sale) on any tar-repealed article shall be deemed
an overpayment of such ta if the tax was imposed on such article
by reason of such section 4218(a) on or after April 20, 1977.

(e) D&rzrNrzoz.-For purposes of this section-
(1) The term, "dealer" includes a wholesaler, jobber, distrib-

utor, or retailer.
(B) An article shall be considered as "held by a dealer" if title

thereto has passed to such dealer (whether or not delivery to
him has been made) and if, for purposes of consumption, title to
ouch article or possession thereof has not at any time been trans-
ferred to any person other than a dealer.

(3) The term "tax-repealed article" means an article on which
a tam was imposed by section 4061(a) of such Code (as in effect on
the day before the date of the enactment of this Act) and which



is exempted from such tax by paagraph (6) of section 4063 (a)
of such Code (as amended by subsection (a) of this section).

(f) TECHimCAL AND CONFORMING AmrNRN rNs.-
(1) The heading for paragraph (1) of section 6412(a) (relat-

ing to floor stocks refunds) is amended by striking out ".AND
HUSES7 .

(9) Subsection (d) of section 4929 (relating to registration in
case of certain other exemptions) is amended by striking out
"4063(a) (6) or (7)" and inserting in lieu thereof "4063(a) (7)".

(g) ErnEcrIvr DAT.-
(1) The amendments made by subsections (a) and (f) shallr ly with respect to articles sold after the date of the enactment

o this Aot.
(2) For purposes of paragraph (1), an article shel not be con-

sidered sold on or before tAe date of the enactment of this Act
unless posession or right to possession passes to the purchaser on
or before such date.

(3) In the case of-
(A) a lease,
(B) a contract for the sale of an article providing that the

price shall be paid by installments and title to the article sold
does not pass until a future date notwithstanding partial pay-
ment by mntalment,

(0) a conditional sale, or
(D) a chattel mortgage arrangement providing that the

sale price shall be paid in installments,
entered into on or before the date of the enactment of this Act,
payments made alter such date with respect to theaticle leased or
sold shall, for p arposes of this subeotion, be covuidered as pay-
ments made with respect to an article sold after suck date, if the
lessor or vendor as tab lies that the amount of payments pwableafter such date with reapeot to such article ha been reduced by an
amoun equal to that portion of the ta applcale with respect tothe lease or sale of sucwh article which ia due an payable after suck
date. if the 1essor or vendor does not establish that the payment.have been no reduced, they Mall be treated as payments made i
respect of an article sold on or before the data of th enactment of
this Act.

SEC. 232. REMOVAL OF EXCISE TAX ON BUS PARTS.(a) EXePT SALes.-aubseotion (a) of sectio 41 (relating to
spectul rules for certain tn- free sale) is amended by adding at theend thh. foleowIg new paragraph: . .

0"(6) Bus PeARS AN ACCESsoRI&.- nder regulations preatei bed
by the Sqecretary, the taw imposed by sectio. 40O61(b) shall notapply to an8y part or accessory which sold for use by the pur-
chaser on or in connection with an automobile bus." -

(b ) ReFUND 'o FOR, nT 1fx SLSoF Bus P~ART.--Sub paragraph (I)of sction 6416(b) (i) (relating to refund for spected uses and re-
salea) is amended to read as follows:

"(1) in the case of any article tamable under setio 4061
(p , sold for use by the purchaser on or in connection with an
automobile bus;".



(c) EFECT!Vt DATe.-The amendment made by this section shall
apply to sals on or after the first day of the first calendarsmonth be-
ginning more than 10 days after the date of the enactment of this Act.
SEC. 233. REMOVAL OF EXCISE TAX ON FUEL, OIL, AND TIRES USED

IN CONNECTION WITH INTERCITY, LOCAL, AND SCHOOL
BUSES.

(a) REPAYMENT Or TAX ON GASOLINE AND OrmR MOTOR FurLs USED
B' INTERCITY, LOCAL, OR SCHOOL BusES.-

(1) GAsoLmr.-Subsection (b) of section 6421 (relating to
local transit systems) is amended to read as follows:

"(b) INTrcrr, LOCAL, OR SCHooL Busrs.-
"(1) ALLOWANC.-EZept as provided in paragraph (2) and

subsection (i), if gasoline is used in an automobile bus while en-
gaged in-

"(A) furnishing (for compensation) passenger land tran-
portation available to the general public, or

"(B) the transportation of students and employees of
schools (as defined in the last sentence of section 4291(d) (7)

the Secretary shall pay (without interest) to the ultimate pur-
chaser of such gasoline an amount equal to the product of the
number of gallons of gasoline so used multiplied by the rate at
which tax was imposed on such gasoline by section 4081.

t(2) LIMITATION IN CASE OP NONSCHEDULED IYTERC1TY OR LOCAL
ausss.-Paragraph (1) (A) shall not apply in respect of gasoline
used in any automobile bus while engaged in furnishing trans-
portation which is not scheduled and not along regular routes
unless the seating capacity of such bus is at least 0 adults (not in-
cluding the driver).'

(2) Orni.. F E s.-ubseotion (b) of section 6487 (relating to
local transit systems) is amended to read as follows:

"(b) INTERCITY, LOCAL, OR ScHooL Buss.-
"(1) ALLOWANC.-EZCept as provided in paragraph (t) and

aubection .(g) if any fuel on the sale of which tax was imposed
by subsection (a) or (b)of section 4041 is used in an automobilebus while engaged i--

"(A) furnishing (for compensation) passenger land trans-
portation available to the general public, or

"(B) the transportation of students and empoyees of
asools (as defined in the last sentence of section 4221(d)

the Secretary shall pay (without interest) to the ultimate pur-
chaser of such fuel an amount equal to the product of the number
of gallons of such ful so used multiplied by the rate at which tax
was imposed on such fuel by subsection (a) or (b ) of section 4041.

"(2) LIMITATION IN CASE OF NONSCHEDULED IVTERCITY OR LOCAL
nusrs-Pararavh (1) (A) shall not apply in respect of fuel used
in any automobile bus while engaged in furnishing transportation
which is not scheduled and not along regular routes unless the
.veati., capacity of such bus is at least £0 adults (not including
the der)."



(3) TrcnmvCAL 4MEMNDMENT.-
(A) Subsection (d) of section 6421 is amended-

(i) by striking out paragraph (2) . and
(i) by rdeaignatng paragraph (3) (as added by

section 20 (a) (1) (B)) as paragraph, (B).
(B) The last sentence of section 404(6) (as added by

section 222(a)(2)) is amended by striking out "6421(d)
(3)" and inserting in lieu thereof "641( d) (9) ".

(0) Subsection (c) of section 4483 is amended by inserting
"(as in effect on the day before the date of the enactment of
the Energy Tax Act of 1978)" after "section 6421(b) (5)".

(b) REPAYMENT op TAX ON LunltwArvcs OIL USA'D iN INeR0'y,
LocAL, oR S&nooL BEons.-

(1) IN GENERAL.-SUbSeetot& (a) of section 6494 (relating to
lubricating oil not wed in highway motor vehicles) is amended
to read as follows:

"(a) PAYrMX's.-Ewcept as provided in subsection (f ), if lubricat-
ng oil (other than cutting oils, as defined in section 4090(b), and

other than oil which has previously been used) is used-
"(1) in a qualifed business use (as defined in section 6421(d)())or
t(2) in a qualified bus (as defined in section 4221 (d) (7)),

the Secretary shall pay (without interest) to the ultimate purchaser
of such lubricating oil an amount equal to 6 cents for each gallon of
lubricating oil so used."

(2) TECHNVWAL AND CONFORMING AMENDMENTS.-
(A) The section heading for section 6424 is amended by

striking out "NOT USED IN HIGHWAY MOTOR VEHICLES" and
inserting in lieu thereof "USED FOR CERTAIN NONTAXABLE
PURPOSES'.

(B) The table of sections for subehapter B of chapter 65
(relating to rules of special application) is amended by strik-
ing out "not used in hghway motor vehicles', in the item relating
to section 6424 and inserting in lieu thereof "'used for certain
nontawable purpose .

(C) Paragraph (3) of section 39(a) (relating to certain
uses of gasoline, specialuel, and lubricating oil) is amended
by striking out "otherwise than in a highway motor vehicle"
and inserting in lieu thereof "for certain nontamableptnroaes".,

(D) Sections 6504(9) and 6675(a) are each amended by
8triki out "not used in highway motor vehicles" and in-
serting in lieu thereof "used for certain nontaxable purposes".

(if) Paragraph (3) of section 209(f) of the Highway Rev-
enue Act of 1956 is amended by striking out "Zubrioatng oil
not used in highway motor vehicles" and inserting in lieu
there "lubricating oil used for certain nontaxable purposes ".

(c) TiREs, TURES, AND TREAD RUBE.-
(1) IN oGEnAL.-Paragraph (5) of section 4221 (c) (relating

to school buses) is amended to read as follows:



"1(5) TiEa, TUBES, AND TREAD RUBBER USED ON INTERCITY, LOCAL,
AND SCHOOL 8UES.-Under regulations prescribed by the See-
retary-

"(A) the taxes imposed by paragraphs(1) and (3) of
section 4071 (a) shall ot app4 in the case of tires or inner
tubes for tires sold for use by the purchaser on or in connec-
tion with a qualifed bus, and

"(B) the tax imposed by paragraph (4) of section 4071
(a) shall not apply in the case of tread rubber sold for use
by the purchaser in the recapping or retreading of any tire to
be used by the purchaser on or in connection with a qualified
bus."

(2) QUALIFIED BUS DEirNED.-Subsection (d) of section 4221
(relating to definitions) is amended by adding at the end thereof
the following new paragraph:

"(7) QUALIFIED BUS.-

"(A) IN GENERAL.-The term 'qualifi bus' means--
'(i) an intercity or local bus, and
"(ii) a school bus.

'5(B) INTERCITY OR LOCAL Bis.-The term 'intercity or local
bus' means any automobile bus which is used predominantly
in furnishig (for compensation) passenger land transporta-
tion availab to the general public if-

"(i) such transportation is scheduled and along reg-
ular routes, or

aii) the seating capacity of such bus i at least £0
a(not including the driver).

"(C) SCHOOL Bus.-The term 'school bus' means any auto-
mobile bus substantially all the use of which is in transport-
ing students and employees of schools. For purposes of the
preceding sent e, the term 'school' means an educational
organisatio which normally maintains a regular faculty
and u ium and normally has a regularly enrolled body
of pupils or students in attendance at the place where its edu-
cational activities are carried on."

(3) TE NI'CuAL AMENDMENT.-Poragraph (2) of section 6416(b)
(relating to specified uses and resales) is amended by striking out
the period at the end of subparagraph (K) and inserting in lieu
thereof a semicolon ard by inserting after subparagraph (K) the
following new subparagraph :

"(fL) in the case of any tire or inner tube taxable under
paragraph. (1) or (3) of section 4071(a), sold to any person
for use as described in section 42 (e) (5) (A) ; or

"(M) in the case of tread rubber taxable under paragraph
(4) of section 4071(a), used in the recapping or retreading
of a tire sold to any person for use on or in connection with
a qualified bus (as defined in section 421 (d) (7))."

(d) EFFECTIVE DArTE.-The amendments made by this section shall
take efect on the first day of the first calendar month which begins
more than 10 days after tAe date of the enactment of this Act.



PART IV-INCENTIVES FOR VAN POOLING
SEC. 241. FULL INVESTMENT CREDIT FOR CERTAIN COMMUTER

VEHICLES.
(a) IN GsNERnL.--Subection (c) of section 46 (relating to qualified

investment) is amended by adding at the end thereof the following new
paragraph:

"(6) SpCIAL RULE FOR COMMUTER HIGHWAY VEHiCLE$.-
"(A) IN GENERAL.-Notwithstanding paragraph (), in the

case of a commuter highway vehicle the useful life of which
is 3 years or more, the applicable percentage for purposes of
paragraph (1) shall be 100 percent.

"(S) fTINITION OF COMMUTER HIGHWAY VrHCL.-For pur-
poses of subparagraph (A), the term 'commuter highway
a'hiwle' means a highway vehicle-

"(i) the seating capacity of which is at least 8 adults
(not including the driver),

"(ii) at least 80 percent of the mileage use of which can
reasonabl/ be expected to be (I) for purposes of trans-
porting the taxpayer's employees between their reui-
dences and their place of employment, and (I) on trips
during which the number of employee transported for
Such purposes is at least one-h f o/ the adult seating
capacity of such vehicle (not inoludvg the driver),

"(iii) which is acquired by the taxpayer on or after
the date of the enactment of the Energy Tax Act of
1978, and placed in service by the taxpayer before
January 1, 1986, and

"(iv) with respect to which the taxpayer makes an
election under this paragraph on his return for the tam-
able year in which such vehicle is placed in service."

(b) AMENDMENTs OF THE RECAarE RuLes.-
(1) Subsection (a) of section 47 (relating to recapture in case

of certain dispositions, eto,, of section 38 property) is amended by
redeeignating paragraph (4) as paragraph (5) and by inserting
after paragraph (3) the following new paragraph:

"(4) SPECIAL RULES FOR COMMUTER HIGHWAY VEHICLES.-
"(A) USEFUL Lzn.-For Purposes of this subsection, 3 years

shall be treated as the useful life which was taken into ac-
count in computing the credit under section 38 with respect
to any commuter highway vehicle (as defined in section 46
(c) (6) (B)

"(B) CHANGE IN Us.-If less than 80 percent of the mile-
age use of any commuter highway vehicle by the taxpayer
Sning that portion of any taxable year which is within the
first 36 month. of the operation of such vehicle by the tax-
payer meets the requirements of section LG(c) (6) (B), then
the tax under this chapter for such taxable year shall be in-
creased by an amount equal to the aggregate decrease in the
credits allowed under section 38 for all prior taxable years
which would have resulted solely from treating such vehicle,
for purposes of determining qualified investment, as not
being a commuter highway vehicle. If the application of this



sub par graph to any property is followed by the application
of paragraph (1) to suC pr7pey,,proper adjustment shall
be made in apying paragraph (1).

() arraph (5) o section 7() (as redesigned by sub-
iaragraphn7A)) is amended by sti Ird g out "aaph ()" and

inserting in leu thereof "paragraph (9) or (4 ".
(3) BSubparagrakh (B) of section 47(a) (6) is amended by strik-

in ut~ararap(4) and inerting in lieu thereof "paragraph

SEC. 142. EXCLUSION FROM GROSS INCOME OF VALUE OF QUALI-
FIED TRANSPORTATION PROVIDED BY EMPLOYER.

(a) IN GEIAL.-Part III of subchapter B of chapter I (relating
to items apeeifvally exclud ed from qross income) is amended by re-
designating section 194 as 125, and by inserting after section 10 the
following new eotion:
"SEC. Id. QUALIFIED TRANSPORTATION PROVIDED BY EMPLOYER.

"(a) GENRAL Ruzr.--Gros income of an employee does not in-
elude the value of q'ua ifed transportation provided by the employer
between the employee's residence and place of employment.

"(b) QUAL FiED TnANSoORTArO.-For purposes of this section,
the term 'qualifd transportation? means transportation in a commuter
highway vehicle (as defined in section 48(c) (6) (B) but without re-
gard to clause (iii) or (iv) thereof).

"(c) ADDITONAL Rreurnrnsrs.-Rubection (a) does not apple
to the value of transportation provided by an employer unless-

"(1) such transportation is provided under a separate written
plan of the employer which does not discriminate in favor of
employees who are offers, shareholders, or highly compensated
employees, and
."() the plan provides that the value of such transportation

is provided in addition to (and not in lieu of) any compensation
otherwise payable to the employee.

"(d) DurINrioNs.-For purposes of this section-
"t(1) "PROVIDED By TEr E pLOYER.-Transportation shall be

considered to be provided by an employer if the transportation
is furnished in a commnater highway vehicle (described in tub-
section (b) ) operated bit or for the employer.

"(2) EnPmorr.-The term 'employee' does not include an
iniviua who is an employee (within the meaning of section
401(c) (1)).

f(e) Enprnve DATr.-Bubsection (a) applies with respect to
qv&'fZed transportation provided in taxable year. beginning after
Pember 31 1978. and before Januat 1,1986".

(b) CLERICAL AMENDMENT-The table of sections for such part iu
amended by striking out the last item and inserting in lieu thereof the
following:

"See. 124. QuaUifed transportation provided by employer.
"Sec. 15. Cross references to other Acts."

(c) TRANSITION Rurg.-The plan requirements of section IO4()
of the Internal Revenue Code of 1954 shall be considered to be met
with respect to transportation provided before July 1, 1979, if there
is a plan meeting such requirements of the employer in effect on
that date.



TITLE 11--CHANGES IN BUSINESS IN-
VESTMENT CREDIT TO ENCOURAGE
CONSERVATION OF, -OR CONVERSION
FROM, OIL AND GAS OR TO ENCOURAGE
NEW ENERGY TECHNOLOGY

SEC. SOl. CHANGES IN BUSINESS INVESTMENT CREDIT.
(a) AMOUNT OF CRrDIT ALLOWANCE OF ENvRoY PeracENrAo.-

(1) IN oENRAL.-Paragraph (B) of section 46(a (relating to
amount of credit for current tamable year) is ame e to read asfolloina:

"(2) AMOUNT OP cREi.--
"(A) IN ENRAL.-The amount of the credit determined

under this paragraph for the taxable year shall be an amount
equal to the sum o the following percentages of the gualfled
isnvetmnt (as determined under subsections (c) an d))

"(i) the regular percentage,
"(ii) in the case of energy property, the energy per-

centage, and
"(ii) the ESOP percent.

"(B) REGULAR PERCENTAOGE. ;for purposes of this para-
graph, the regular percentage i-N

"(i) 10 percent with respect to the period beginning on
January 91, 1975, and ending on December 31, 1980, or

"(ii) 7 percent with respect to the period beginning on
January 1, 1981.

"(C) ENERGY PERCENTAGE.-For purposes of this para-
graph, the energy percenage is-

"(f) 10 percent wItA 8 spect to the period beginning on
October 1, 1978, and ending on December 31, 1989, or

"(ii) zero with respect to any other period.
"(D) SPECIAL RULE FOR CERTAIN ENERGY PROPERTY.-For

pUrpoes Of this paragraph, the regular percentage 8h411 not
apply to any energy propertywhichbut for section 48(1) (1t
would not be section 38 property.

"(E) ESOP PERcArNTAG.-For purposes of this para-
graph, the ESOP percentage is-

"(i) with respect to the period beginning on Janu-
ary 21, 1976, and ending on December 31, 1980, 1 per-
cent and

"(ii) with respect to the period beginning on Janu-
ary 1, 1.977, and ending on December 31, 1980, an addi-
tional percentage (not.in excess of 1/2 of 1 percent) which

(25)
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results in an amount equal to the amount detewmined
under section 301(e) of the Tax Reduction Act of 1975.

This subparagraph. sha7l apply to a corporation only if it
meets the requirements of section 301(d) of the Tax Reduc-
tion Act of 1975 and onlv if it elects (at such time, in such
form, and in such. manner as the Secretary presribe) to have
this subparagraph apply."

(B) CONFORMING AMVNDMNTS.-
(A) Subparagraph (A) of section 46(c) (3) (trelting to

public utility propertyf) is amended ta read as follows:
"(A) For the period beginning on January 1, 1981, in the

ease of any property which is public utility property, the
amount of the qalified investment hall be % of the amount
determined under paragraph (1). The preceding sentence
shall not apply fer purposes of applying the energy
percenta"

(B) The first sentence of section 46(f) (8) (relating to vro-
hibition of immediate )tow through) iq amended by, striking
out "and the Tax Reform Act of 1976" and inserhng in lieu
thereof ", the Tax Reform Act of 1976, and the Energy Tax
Act of 1978".

(b)~ DEFINITONS AND TRANRITTONAL RuLRs.-Section 48 (relio to
definitions and special n&ls) i amended by ndeiqnating subsection
(1) as Subsection (n) and by inserting after subsection (k) the folloe-
ing new subsections:

"(1) EN RGY PsoPirr.-For purposes of this subart--
"(1) TREATMENT AS SKOTION is PROPrTr.-For the period begin-

ning on October 1, 1,978, and ending on Deember 31, 1982--
"(A) any energy property s8hol be treated as meeting the re-

quirements of paragraph (1) of subsetion (a), and
"(8) paragraph (3) of subsection (a) shall not apply to

any energy property.
"(f) ENERGY PR E rY PrNro.-Tha term 'energy property'

niean property-
"(A) which is-

"(i) alternative energy property,
"(ii) Solar or wind energy property,
"(iii) specially defined energy property,
"(v) sohalln equipment, or

(Vi) equipMent for producing ntural ga from ge-
presred brine,

"( B (i) the oontng.tion, reconatructirm, or erection of
which i. completed by the taxpayer after September 30,1978,
or

"(ii) which is acquired after September 30, 1.978. if the
ori final use of sumc property commences with the taxpayer
and cnrnmenes after such. da, and

"(C) with re8ret to which d'vrerAnion (or amortiation
in lieu of depreneieon) is aflomable. and tohirh has a useful
life (detenm ned as of the time such property is placed in
servie) of 3 year# or oe.



"(3) ALTERNATIVE ENERGY PROPXRTY.-
"(A) IN GENERAL.-The term 'alternative energy property'

mean-
"(i) a boiler the primary fuel for which will be an

alternate substance,
"(ii) a burner (including necessary on-site e ipment

to bring the alternate substance to the burner) or a com-
burner will be an alternate subs tane,

"(iii) equipment for converting an aZternate substance
into a synthetic liquid, gaseous, or 8olid fuel (other than
coke or coke am),

"(iv) equipment designed to modify emiting equip-
ment which uses oil or natural gas as a fuel or as feed-
stock so that such equipment wZl use either a aubstane
other titan oil and natural gas, or oil mimed with a sub-
stance other than oil and natural ga (where ouch other
8ubstance will provide not less than 25 percent of thefuel or feedstock), ..

"(v) equipment which use8 coal (including lignite) as
a feedatock for the manufacture of chemical or other
products (other than coke or coke ga8),

"('vi) pollution control equipment required (by Fed-
eral, State, or local requlatone) to be installed on or in
connection with equipment described in clamse (i), (ii),(iii), 1 00, or. (W) .

"(vii) equipment used for the unloading, transfer,
storage, reclaitmng from storage, and preparation (in-
cluding, but not listed to, washing, oMming, dryvng,
and weighing) at the point of use of an alternate tub-
stance for use in equipment described in clause (i), (i),
(iii), ( , (), or (vi),and

"(viii) equipment used to prodfe, diestribute, or use
energy drwved from a geothermal deposit (within the
meaning of section 613(e) (3)), but only, in the case of
electricity generated by geothermal power, up to (but
not including) the electrical transmission 8tage.

(B) ExcLU IoN FOR PUBLIC UTILITY PaOPrnr.-The terms
'alternative enerqy property', 'solar or wind energy prop-
erty', and 'recycling equipment' do not include property which
is public utility property (within the meaning of section
46(f) (5)).

I(') ALTERNATE fusuTANrE.-The term 'alternate sub-
stance' means any subtance other than--

"() oil and natural gas, and
"(ii) any product of oil and natural gas.

"(D) SPECIAL RULE FOR CERTAIN POLLUTION CONTROL EQUIP-
MNr.The term 'pollution control equipment' does not
include any equipment which-

"( is installed on or in connection with property
which, as of October 1, 1978, was using coal (including
lignite) , and



"(ii) was required to be installed by Federal, Stote, or
local regulations in effect on such date.

"(4) SOLAR OR WIND ENERGY PROPKRTY.-The term 'solar or wind
energy property' meant any equipment which uses solar or wind
energy-

"( fA) to generate electricity, or
"(B) to heat or cool (or provide hot water for use in) a

structure.
"(5) SPEALLY DEFINED ENERGY PROPFrrr.-The term '8peoially

defined energy property' means-
"(A) a recuperator,
"(B) a heat wheel,
"(C) a regenerator,

()a heat eohanger,
(E) a waste heat boiler,
(F) a heat ,

"(G) an automatic energy control system,
H)aturbulator,
2a preheatera combu8ti~Ie gas recovery system,(K ) an economiZer, or

(L) any other property of a kind specify by the Secre-
tary by regulations

the pricpal purpose of which £ reducing the amount of energy
consumed in any ertWing industrial or commercial process and
which is imstalle in connectionn with an e citing industrial or com-
meroial facility.

"1(6) RECYCLING EQUIPMENT.-
"(A) IN GENERAL.-Te teRm 'recycling equipment' mean

amy e 2 et which i8 used excluively-
. to sort and prepare wolad s te for recycling, or
i) n the recyclin solid waste.

"(B) CERTAIN EQUm I Nor NTcvDD.-The term 're-
cycling equipment' does not include-

() any equipment used in a process after the first
product is produced, or

"(ii) in the case of recycling iron or steel, any equip-
ment used to reduce the waste to a molten state and in
anq. process thereafter.

"(G) 10 PERCENT VIRGIN MATERIAL ALLoTvE.-Any equip-
ment used in the recroling of material Wichw inwhidea somne
vitrin materials shall not be treated as failing to meet the
elusive use requirements of subparagraph (A) if the amount
of such virgin material is 10 percent or less.
"(D) ChRTrA rquwrzsr iscLurvv.-Te term 'recycling

equipment' includes any equipment which is used in the Coner-
nion of solid waste into a fuel or into useful energy such as
steam, electricity, or hot water.

"(7) WALE orL U rPMEN-T1e term 'shae oil equipment'
means equipment for producing oxe eztractinq oil from oil-bearing
8ha/e rock but does not include equipment for hydrogenation, re-
flning, or other process subsequent to retorting.



"(8) EQUIPMENT FOR PRODUCING NATURAL GAS FROM GEOPRES-
MRED sRiN.-The term 'equipment for producing natural gas
from geopressured brine' mean equipment which is used exc As-
ively to extract natural gas described in section 613A (b) (3)

"(9) EQUiPpMrNT MUST MErT CERTAIN STANDARDS TO QUALIFY.-
Equipment qualified under paragraph (3), (4), (5), (6), (7), or
(8) only if it meeta the performance and quality standards (if
any) which-

"(A) have been prescribed by the Secretary by regulations
(after consultation with the Secretary of Energy), and

"(B) are in effect at the time of the acquigition of the
property.

"(10) EXIsTrNG.-For purposes of this subsection, the term
'exiatinq' means-

"(A) when used in connection with a facility, 50 percent
or more of the basis of tuh facility is attributable to con-
struction, reconstruction, or erection before October 1, 1978,
or

"(B) when used in connection with an industrial or com-
mercial prooess, suck process was carried on in the facility as
of October 1, 1978.

"(11) SPECIAL RULE FOR PROPERTY FINANCED BY INDUSTRIAL DE-
VELOPMrNT BoNDs.-Ifn the case of property which is financed in
whole or in part by the proeedS of an industrial development
bond (within the meaning of section 103(b) (2)) the interest on
which is exempt from tax under section 103, the energy percent-
age shall be 5 percent.

"(M9) INDusTrIAL INCLUDES AGRICULTURAL.-The term 'indus-
trial' includes agricultural.

"(m) ApPLCATION Or CEnTAI TRANSITIONAL RUzrs.-Where the
application of any provision of subsection (1) of this section or sub-
section (a) (f) or (o) (3) of section 46 is ewpremaed in terms of a period,
suh provision s/tll app y only to-

"(1) property to which section 46(d) does not apply, the oon-
atnction, reconwt or erection of which is completed by the
taxpayer on or after the first day of such period, but only to the
extent of the basis thereof attributable to the construction, recon-
atruactioia or erection dwnn such period,

"(2) property to which section 46(d) does not apply, ac uired
by the tarvayer during such period and placed in Bervwic by the
taxpayer dAring suck period, and

"(3) property to which section 46(d) applies, but only to the
extent of th qualified irvoetment (as determined under subsec-
tions (c) and (d) of section 46) with respect to qualifled progress
expenditures made during such period."

(c) SPECIAL RULER FOR APPLYING LIMITATION BASED ON TAr
LIARiLTr.-

(1) Subsection (a) of section 46 is amended by adding at the
end thereof the following new paragraph:



"(10) SPECIAL RULES IN THE CASE OF ENERGY PROPERTY.-UndOr
regulations prescribed by the Secretary--

"(A) IN ENERAL.--This subsection and subsection (b)
Shall be applied separatey-

"(s) first with respect to so much of the credit si-
lowed by section 38 as is not attributable. to the energy
percentage,

"(ii) second with respect to so much of the credit al-
lowed by section 38 as is attributatble to the application
of the energy perceWage to energy proper (other than
solar or wind energy property), and

"(iii) then with respect to so muck of the credit al
lowed by section 38 as is attributable to the application
o the energy percentage to solar or wind energy property.

"(8) RULES OF APPLICATION FOR ENERGY PROPERTY OTHER
THAN SOLAR OR WIND ENERGY PROPERTY.-In applying this sub-
section and subsection (b) for taxable years ending after
September 30, 1978, woit& respect to so much of the credit
allowed by section 38 as is described in subparagraph (A)

"() pazraph (3) () shall be applied by substitut-

ing '100 percent' for '50 percent',
"(ii) paragraphs (7), (8), and (9) shall not apply,

and
'.(iii) the liability for tax shall be the amount deter-

mined under paragraph (4) reduced by so much of the
credit allowed by section 38 as is described in subpara-
graph (A) (i).

1(), RFUNDABLE CREDIT FOR SOLAR OR WIND ENFROY
PROPRT.-In the case of so much of the credit allowed by
option 38 as is described in Subparagraph (A) (ii)-

"(i) paragraph (8) shall not apply, and
"(ii) for purposes of this title (other than section 38,

this subpart, and chapter 63, such credit shall be treated
as if it were allowed by section 39 and not by section 38."

(B) Section 6401 ,(relating to amounts treated as overpayments)
is amended by adding at the end thereof the following new sub-
section:

"(d) CRosS REFERENCE.-
"For rule allowing refund for excess investment credit attributable

to solar or wind energy property, see section 46(a)(I0)(C)."
(d) DENIAL OF INVESTMENT TAx CREDIT FOR CrRTAzW PROPeRTY.-

(1) AzR CONDITIONING, SPA CE HEA TERS, irc.-&bparagrzph (A)
of section 48(a) (1) (defing section 38 property) is amended to
read as follows:

"(A) tangible personal property (other than an air condi-
tioning or heating unit), or'.

(B) BeoLES FUELED BY OIL OR GAs.-Subae ton (a) of section
48 (defining section 38 property) is amended by adding at the end
thereof the following new paragraph:

"(10) BOILERS FUELED BY OIL OR GA.-
"(A) IN GENERAL .- T he term 'section 38 property' does

not include any boiler primarily fueled by petroleum or petro-



leum products (including natural gas) unless the use of coal
is precluded by Federal air pollution regulations (or by State
air pollution regulations in effect on October 1, 1978) or un-
less the use of such boiler will be an exempt use within the
meaning of subparagraph (B).

"(B) EXEMPT USE DPIN.-For purposes of subpara-
graph (A ) , the term exemptt use' means-

"(i) use in an apartment, hotel, motel, or other residen-
".(ii) use.in a vehicle, aircraft, or vessel, or in transpor-

tation by pipeline,
"(iii) use on a farm for faring purposes (within the

meaning of section 640(c)),cc(io) use in--,1(1) a sho~rpp*' center,
'fl) no1w building'

"III) a wAhodeale or retail establishment,
"(IV) any other facility which is not an integral

part of manufacturing, processing, or mining, or
"(V) any facility for the production of electric

power having a heat rate of less than 9,500 Btu'8 per
kilowatt hour and which is capable of converting to
synthetic fuels (as certified by the Secreta/),

"() .use in the eploration for, or the deve opment,
extraction, transmission, or storage of, crude oil, natural
gas, or natural gas liquids, and

"(1vi) use in Hawaii.
Except as provided in clauses (iv) (Y) and (vi) of the preced-
ing sentence, the term 'exempt use' does not include use of a
boiler which is public utility property (within the meaning
of section 46(f) (51))."

(3) DENIAL OF RAPID DEPRECIATION FOR BOILERS fELED BY OIL
OR oAS.--Section 167 (relating to depreciation) is amended by
neieegnating Subsection (p) as subsection (r) and by inserting
after subsection (o) the following new subsection:

"(P) STRAIGHT LINE METHOD FOR BOILERS FuLED By OIL OR GAs.-
'n the case of any boiler which, by reason of section 48(a) (10), is not
action 38 property-

"(1) subsections (b), (I), and (1) shall not apply, and
"(,) the term 'reasonable allowance' as used in subsection (a)

shall mean only an allowance computed under the straight line
method using a useful life equal to the class life prescribed by the
Secretary under subsection '(m) which is applicable to such prop-
erty (determined without regard to the last sentence of subsec-
Nn(m) (1))."1

(4) EFFECTIVE DATE.-
(A) I G NFRAL.-The amendments made by this subsec-

tion shall apply to property which is placed in service after
SBetember 30, 1978.

(b) .BINDIN OoTRACT.-The amendments made by this
section shall not apply to property which is constructed,

reconstructed, erected, or acquired pursuant to a contract



which, on October 1, 1978, and at all times thereafter, was
binding on the taxpayer.

(e) DEPREczAT o N ALLOWANCE IN 67SK OF RErIREMENT OR RePLACE-
MENT OF CETAN OIL AND GAs BoILrzs, Erc.-

(1) IN GENERAL.-Section 167 is amended by inserting after
subsection (p) the following new subsection:

"(q) RETIREMENT OR REPLACEMENT OF Cra TAiN BomLels, ETC., FuELED
BY OIL OR GAS.-

"(1) IN ENERAL.-If-
"(A) a boiler or other combustor was in use on October 1,

1978, and as of such date the principal fuel for such combustor
was petroleum or petroleum products (including natural gas),
and

"(B) the taxpayer establishes to the satisfaction of the
Secretary that such combustor will be retired or replaced on
or before the date specifed by the taxpayer,

then for the period beginning with the taxable year in which sub-
paragraph (B) is satiafwe, the term 'reasonable allowance' as
used in subsection (a) niludes an allowance under the straight
line method using a useful life equal to the period ending with the
date established under subparagraph (B).

"(B) INTEREST.-If the retirement or replacement of any com-
bustor does not occur on or before the date referred to in para-
graph (1) (B)-

"(A) this subsection shall cease to apply with respect to
such combustor as of such date, and

"(B) interest at the rate determined under section 6621 on
the amount of the. tax benefit arising from the application of
this subsection with respect to such combustor shall be due
and payable for the perwd d4&4ng which suwk tao beefit was
available to the taxpayer and ending on the date referred to
in paragraph (1) (B)..

(2) EFFECTIVE vir.-The amendment made by paragraph
(1) shal apply to taxable years ending after the date of tMe en-
actment of this Act.



TITLE IV-MISCELLANEOUS PROVISIONS
SEC. 401. TREATMENT OF INTANGIBLE DRILLING COSTS FOR PUR-

POSES OF THE MINIMUM TAX.
Subsection (b) of section 308 of the Tax Reduction and Simplifica-

tion Act of 1977 is amended by striking out ", and before January 1,
1978".

SEC. 402. OPTION TO DEDUCT INTANGIBLE DRILLING COSTS IN THE
CASE OF GEOTHERMAL DEPOSITS.

(a) IN GENRA.-Subsection (0) of section 263 (relating to in-
tangible drilling and development costs in the ca8e of oil and gas wells)
is amended-

(1) by adding at he end thereof the following new sentence:
"Such requlatlons shall al8o grant the option to deduct as expenses
intangible drilling and development costs in the case of wells
drilled for any geothermal deposit (as defined in section 613(e)
(,)) to the same extent and in the same manner as such expenses
are deductible in the case of oil and gas welle., and

(2) by amendilzn the subsection heading to read as follows:
"(c) INTANGIBLE DRILLING AND DrVELOPMENT COSTS IN THE CASE OF

OIL AND GAS WELLS AND GEOTHERMAL WELLS.-"1.
(b) MINImuM TAX ON INTANGIBLE DRILLING COSTS Iv THE CASE OF

GEOTHERMAL WELZS.-
(7) Paragraph (11) of section 57(a) (relating to intangible

drilling costs) is amended by striking out "oil and gas properties"
each place it appears (including in thA. heading of subparagraph
(C)) and inserting in lieu thereof "oil, gas, and geothermal
properties.

(2) Claue () of section 57(a) (11) (B) is amended by striking
out "oil and gas wells" and inserting in lieu thereof "oil, gas, and
geothermal wells".

(3) Paragraph (11) of section 57(a) is amended by adding at
the end thereof the following new subparagraph:

"(D) PARAGRAPH APPLIED SEPARATELY 'WITH RESPECT TO
GEOTHERMAL PROPERTIES AND OIL AND GAS PROPERTES.-Thi
paragraph shall be applied separately with respect to-

"(i) all oil and gas properties which are not described
in claume (ii), and

"(ii) all properties which are geothermal deposits (as
defined in aertion 613(e) (8))."

(c) GAIN FROM DisPoSrroN OF INTERESTS IN GEOTHERMAL WELLS.-
(1) ParaGravhs (1) and (B) of section 1954 (a) (relating to gain

from disposition of interest in oil or qa* property) are each
amended bv striking out "oil or qas property" each place it appears
and inserting in lieu thereof "oil, gas, or geothermal property".

(38)
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(9) Paragraph (3) Of section 154(a) (defining oil or gas prop-
erty) is amended to read as follows:

" (3) ,01, GAS, OR GliOTHRRMAL PROPRI .- TWe term 'oil, gas, or
geothermal property' means any property (within the meaning of
section 614) with respect to which any expenditure. described in
paragraph (1) (A) are properly chargeable."
(3) The section heading of section 1254 is amended by striking.

out "OIL OR GAS'! and inserting in lieu thereof "OIL, GAS, OR
GEOTHERMAL.

(4) The table of sections for part IV of subchapter P of chapter
1 is amended by striking out "oil or gas" in the item relatintg to
section 1254 and inserting in lietu thereof "W9, gas, or geothermal".

(5) Subsection (c) of section 751 relatingq to unrealized re-
cezvable8) iR amended by striking out "oil and gas property" and
inserting in lieu thereof "oil, gas, or geothermal property".

(d) APPLICATIoN OF AT RISK RULES TO GROTH'RAL Dreposirs.-
(1) Paragraph (1) of section 16.5(c) (deining activities to

which at risk rules apply) is amended by strtleng out "or" at the
end of subparagraph (C), by adding ", or" at the end of subpara-
graph (D),, and by inserting after subparagraph (D) the follow-
ing new subparagraph:

" (E) exploring for, or exploiting, geothermal deposits (as
defined in section 613(e) (3)) ".
( Paragraph (9) of section 465(c) is amended by striking

out or" at the end of subparagraph (C), by adding Ior" at the
end of subparagraph (D), and by inserting after subparagraph
(D) the following new sub paragraph.:

"(E) geothermal property (as determined under section
614),".

(e) EFFrcnvr DATE.-
(1) IN GENERAL.-The amendments made by this section shall

apply with respect to wells commenced on or after October 1, 1978,
in taxable years ending on or after such date.

(B) Eecrvox.-The taxpayer may elect to capitalize or deduct
any costs to which section 263(c) of the Internal Revenue Code of
1954 applies by reason of the amendments made by this section.
Any such election shall be made before the expiration of the time
for fZling claim for credit or refund of any overpayment of tax
imposed by chapter I of such Code with respect to the taxpayer's
first tamable year to which the amendments made by this section
apply and for which he pays or incurs costs to which such section
W63(c) applies by reason of the amendments made by this section.
Any election under this paragraph may be changed or revoked
at any time before the expiration of the time referred to in the
preceding sentence, but after the epiration of such time such
election may not be changed or reved.

SEC. 02. DEPLETION FOR GEOTHERMAL DEPOSITS AND NATURAL
GAS FROM GEOPRESSURED BRINE.

(a) GrorrAz DEPOSIS-
(1) IN. GRNEARAL.-Section 613 (relating to percentage de-

pletion) is amended by adding at the end thereof the following
ne to subsection:



"(e) PnfiwrvTAo DEPLETION FOR GEOTHERMAL DEposirs.-
"(1) IN G KENRAL.-In the case of geothermal deposits located

in the United States or in a possession of the United States, for
purposes of subsection (a)-

"(A) such deposits shall be treated as listed in subsection(b), and
.NB) the applicable percentage (determined under the

table contained in paragraph (2)) shall be deemed to be the
percentage speoifled in subsection (b).

"() APPLCARBLE P'lCENTAGs.-For purposes of paragraph
(1)-

"In the case of tarable years The applicable
beginning in calendar year- percentage is-

1978, 1979, or 1980 --------------- ------------------ f 2
1981 -------------------------------------- 20
1982 -------------------------------------- 18
1988 -------------------------------------- 16
1984 and thereafter ----------------------------- 15

"(3) GRoTHERMAL DEPOSIT DEFINED.-For purposes of para-
graph (1), the term 'geothermal deposit' means a geothermal
reservoir' consisting of natural heat which is stored in rocks or
in an aqueous liquid or vapor (whether or not under pressure).
Such a deposit shall in no case be treated as a gas well for pur-
poses of this section or section 613A, and this section shall not
apply to a geothermal deposit -which is located outside the United
States or its possessions.'

(2) TrcmNvICAL AME 'DMENATS.-
(A) Paragraph (1) of section 613(c) defyingg gross in-

come from the property) is amended by inserting 'and other
than a geothermal deposit" after "oil or gas weUl".

(B) Paragraph (1) of section 613A (b) is amended-
(i) by inserting "and" at the end of subparagraph

(A),
(ii) by striking out "and" at the end of subparagraph

(B), av2

(iii) by striking out subparagraph (C).
(C) Subsection (b) of section 614 (relating to special rules

as to, operating mineral interest in oil and gas wells) is
amended-

(i) by inserting "on GEOTHERMAL DEPOSITS" after "GAS
WeLz s" in the aub8ection heading, and

(ii) by inserting "or geothermal deposits" after "gas
wells" in so much of the text as precedes paragraph (1)
thereof.

(D) Subsection (c) of section 614 is amended by striking
out "oil and gas wells" each place it appears and inserting in
lieu thereof "oil and gas wells and geothermal deposits".

(b) NATURAL GAS FRoM GOPRRSsURED BRINE.-
(1) IN GENERAL.-Subsection (b) of section 613A (relating to

exemption for certain domestic gas wells) is amended by redesig-
nating paragraph (B) as paragraph (3) and by inserting after
paragraph (1) the following newo paragraph:

"(2) NATURAL 6AS FROm GEOPRESsURED nRIT.-The allowance
for depletion under section 611 shall be computed in accordance
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with section 613 with respect to any qualified natural gas from
geopressured brine, and 10 percent shall be deemed to be 8pecifled
in subsection (b) of section 613 for purposes of subsection (a) of
such section."

(B) QUALIFIED NATURAL GAS FROM GEOPREKSURED BwA.-Para-
graph (3) of section 613A (b) (as redesignated by paragraph (1))
is amended by adding at the end thereof the following new sub-
paragraph:

"(C) QUALIFIED NATURAL GAS FROM CEOPRESSURED BRINK.-
The term 'qualified natural gas from geoprmsured brine'
means any natural gas-

"(i) which is determined in accordance with section
503 of the Natural Gas Policy Act of 1978 to be produced
from geopresured brine, and

"(ii) which is producedfrom any well the drilling of
which began after September 30, 1978, and before Janu-
ary 1, 1084"

(o) EFrerrv DATF.-The amendments made by this section shall
take effect on October 1, 1978, and shall apply to taxable years end-
ing on. or after such date.
(d) OoozNA loN WIrH Oxw Paoflsros.-Any allowance for de-

pletion allowed by reason of the amndments made by subsection (b4shall not be treated as a credit, ezemtio& deduction, or comparable
adjustment applicable to the computation of any Federal tax whichis specificallallllowable with respect to any high-coat natural gas (or

category thereof) for purposes of sectwn 107(d) of the Natural Gas
Policy Act of 1978.
SEC. 404. REREFINED LUBRICATING OIL.

(a) IN GE EAL.-Section 4093 (relating to exemption of sales to
producers) is amended to read as follows:
"SEC. 1093. EXEMPTIONS.

"(a) SALES TO MANUFACTURERS OR PRODUCERS FOR RESAL.-Under
regulations prescribed by the Secretary, no tax shall be imposed by sec-
tion 4091 on lubricating oils sold to a manufacturer or producer of
lubricating oils for resale by him.

"(b) USe IN PRODUcm RnREFoND OIL.-
"(1) SAtES TO RErEFNRS.-Under regulations prescribed by

the Secretary, no tax shall be imposed by section 4091 on lubricat-
ing oil sold for use in mixing with used or waste lubricating oil,
'which has been cleaned, renovated, or rerefined. Any person to
whom lubricating oil is sold tax-fre under this paragraph shall
be treated as the producer of such lubricating oil.
" (2) Usr IN PRODUCING RA'REFINED o .- Under re.qulatiOns pre-

scribed by the Secretary, no tax shall be imposed by section 4091
on lubricating oil used in producing rerefined oil to the extent that
the amount of such lubricating oil does not exceed 55 percent of
such rereised oil.

"(3) REREFI/NE OIL DEFINED.-For purposes of this subsection,
the term 'rerefined oil' eans oil 25 percent or more of which is
used or waste lubricating oil which has been cleaned, renovated,
or rerefined."



(b) CONFORMING AMrDMENr.-Section 4092(a) is amended by
str king out "4093" and inserting in lieu thereof "4093 (a) ".

(C) CLERICAL AMHND E .- The table of sections for subpart B of
part III of subehapter A of chapter 38 is amended by striking out the
item relating to section 4093 and inserting in lieu thereof the fo lowing:

"See. 4093. Exemptions."
(d) EFFECT vn DATr.-The amendments made by this section shall

apply to sales on or after the first day of the first calendar month
beginning more than 10 days after the date of the enactment of this
Act.

And the Senate agree to the same.
That the House recede from its disagreement to the amendment of

the Senate to the title of the bill and agree to the same.
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JOINT EXPLANATORY STATEMENT OF THE COMMITTEE
OF CONFERENCE

The managers on the part of the House and the Senate at the
conference on the disagreeing votes of the two Houses on the amend-
ment of the Senate to the bill (H.R. 5263) to suspend until the close
of June 30, 1980, the duty on certain bicycle parts, submit the follow-
mi joint statement to the House and the Senate in explanation of the
effect of the action (other than action of a technical nature) agreed
upon by the managers and recommended in the accompanying con-
ference report. General Explanation

House bill
The House bill suspends the duty on certain bicycle parts until

June 30, 1980.
Senate amendment

The Senate amendment strikes out all of the House bill after the
enacting clause and inserts two titles. Title I contains certain tax and
other provisions related to energy and is in reality the Senate position
on the matters decided in this conference. In order to bring the House
energy tax provisions into conference, the Senate added a title 11
which is the text of title II of H.R. 8444 (the National Energy Act)
as passed by the House.

Conference agreement
The conference agreement does not include any provision relating to

the duty on bicycle parts. In order to explain the action agreed upon
by the conference, in the remainder of this statement, title I of the
Senate amendment will be referred to as the "Senate amendment" and
title II of the Senate amendment (embodying the text of title II of
H.R. 8444 as passed by the House) will be referred to as the "House
bill."



A. RESIDENTIAL ENERGY CREDITS

1. Residential Insulation and Other Energy-Conserving Compo-
nent Credit

House bill
Under present law, no special tax credit or deduction is allowed for

the installation of insulation or other energy-conserving components
in or on a taxpayer's residence.

The House bill provides a nonrefundable income tax credit for
insulation and other energy-conserving component expenditures for
installations in or on the principal residence of the taxpayer. The
credit is 20 percent of the first $2,000 of qualifying expenditures, for
a maximum credit of $400. The credit would be applied against the
taxpayer's liability, and no carryover is provided to the extent the
credit exceeds the amount of tax liability.

The credit would be available only with respect to pnneipal resi-
dences the construction of which was substantially completed before
April 20, 1977. Owners and renters would be eligible for the credit;
moreover, an individual who owns stock in a cooperative housing
association or who is a member of a condominium management
association would be eligible for the credit.

The credit would apply to qualifying insulation and other energy-
conserving components. Insulation is defined as any item specifically
and primarily designed to reduce, when installed in or on a dwelling
or water heater, the heat loss or gain of the dwelling or water heater.

The term "other energy-conserving component" means any item
(other than insulation) which is:

(1) a furnace replacement burner designed t achieve a reduction
in the amount of fuel consumed as a result of increased combustion
efficiency;

(2) a device for modifying flue openings designed to increase the
efficiency of operation of the heating system;

(3) an electrical or mechanical furnace ignition system which
replaces a gas pilot light;

(4) a storm or thermal window or door for the exterior of the
dwelling;

(5) a clock thermostat;
(6) caulking or weatherstripping of an exterior door or window; or
(7) an item of a kind which the Secretary of the Treasury specifies

by regulations as increasing the energy efficiency of the dwelling.
The House bill applies to taxable years ending on or after April 20,

1977, for expenditures made on or after that date and before January 1,
1985.

Senate amendment
The Senate amendment is generally the same as the House bill

except in the following material respects: (1) the credit would be re-
fundable; (2) the termination date of the credit would be one year

(42)



later than the House bill (December 31, 1985); (3) individuals whose
residences are the subjects of weatherization grants under the nontax
energy provisions would not be entitled to the credit, (4) the amount
of any loan made under the nontax energy provisions would be reduced
by the amount of the credit allowed; and (5) additional energy-con-
serving components qualifying for the credit would include replace-
ment furnaces, automatic energy-saving thermostats (as well as the
clock thermostats included in the House bill), heat pumps, energy
usage display meters, replacement fluorescent light systems, evapora-
tive cooling devices, hydrogen-fueled residential equipment, and wood
or peat-fueled residential equipment.

Conference agreement
The conference agreement follows the House bill with the followin

chane.. First, the credit is to be 15 percent of the first $2,000 o
qualifying expenditures, for a maximum credit of $300. Second, the
credit is to be available for expenditures made on or after April 20,
1977, and before January 1,.1986. Third, a credit carryover is provided
to the extent that the credit exceeds the taxpayer's tax liability; the
carryover is to extend for two years beyond the termination date of the
credit, i.e., through taxable years ending before January 1, 1988.
Fourth, a credit relating to qualifying expenditures made during 1977
is to be claimed (along with any credit relating to 1978 qualifying
expenditures) only. on the taxpayer's 1978 tax return and, subject to
the carryover provision, only against the taxpayer's 1978 tax liability.
Fifth, the credit would be available for automatic energy-saving
thermostats (as well as clock thermostats) and energy usage display
meters. Sixth, the credit is applicable to replacement burners on either
oil-fired furnaces or boilers.
2. Residential Renewable Energy Source Equipment Credit

House bill
Under present law, no special tax credit or deduction is allowed for

solar, wind, or geothermal energy equipment installed in connection
with a residence.

The House bill provides a nonrefundable income tax credit for
qualifying solar and-wind energy equipment expenditures for installa-
tions in connection with the principal residence of the taxpayer. The
credit would be 30 percent of the first $1,500 of qualifying expenditures
and 20 percent of the next $8,500 of qualifying expenditures, for a
maximum credit of $2,150. The credit would be applied against the
taxpayer's tax liability, and no carryover would be provided to the
extent it exceeds the amount of tax liability.

The credit would be available with respect to existing, newly con-
structed and reconstructed principal residences. Owners and renters
would be eligible for the credit; moreover, an individual who owns
stock in a cooperative housing association or who is a member of a
condominium management association would be eligible for the
credit.

The House bill applies to taxable years ending on or after April
20, 1977, for expenditures made on or after that date and before
January 1, 1985.



Senate amendment
The Senate amendment is generally the same as the House bill except

in the following material respects: (1) the credit would be refundable;
(2) the credit would be 30 percent of the first $2,000 and 20 percent
for the next $8,000 of qualifying expenditures, for a maximum credit
of $2,200; (3) the termination date of the credit would be one year
later than the House bill (December 31, 1985); (4) the amount of
any loan made under the nontax energy provisions would be reduced
by the amount of the credit allowed; (5) the credit would apply to
"passive" as well as "active" solar systems; 1(6) the credit would apply
to leased (as well as purchased) solar energy equipment; (7) the credif
would apply to equipment using solar energy in the production ot
electricity; (8) the credit wou d apply to equipment using wind energy
for transportation (as well as residential) purposes; (9) the credit
would apply to equipment using geothermal energy; (10) the Secretary
of Treasury, under regulations, may add to the list of qualifying prop-
erty equipment items which rely on "renewable energy resources.;
and (11) in determining whether an item is eligible for the credit,
onsite inspections which are not already authorized in the assessment
and collection of income taxes would be prohibited unless the resident
claiming the credit consents to the inspection.

Conference agreement
The conference agreement follows the Senate amendment, deleting,

however, items (1), (4), (6), (7), (8) and (11) listed above under the
Senate amendment section. In addition, certain other changes are
made. First, the credit is to be nonrefundable, and, instead, a credit
carryover is provided to the extent that the credit exceeds the tax-
payer's tax liability; the carryover is to extend for two years beyond
the termination date of the credit, i.e., through taxable years ending
before January 1, 1988. Second, a credit relating to qualifying ex-
penditures made during 1977 is to be claimed (along with any credit
relating to 1978 qualifying expenditures) only on the taxpayer's 1978
tax return and, subject to the carryover provision, only against the
taxpayer's 1978 tax liability.

I An "active solar system" is based on the use of mechanically forced energy
transfer, such as the use of fans to circulate solar generated energy. "Passive solar
systems" are based on the use of conductive, convective, or radiant energy trans-
fer, such as the use of portions of a residential structure which serve as solar
furnaces so as to add heat to the residence. However, expenditures for labor,
materials and components which will serve a significant structural function in
the dwelling (e.g., extra-thick walls) would not be eligible for the credit.



B. TRANSPORTATION TAX PROVISIONS

3. Gas Guzzler Tax and Use of Proceeds
House bill

Ag as guzzler tax would be imposed on a manufacturer on the sale or
initial lease of automobiles whose fuel economy fails to meet certain
fuel efficiency standards. The fuel efficiency standards below which an
automobile will be taxed would generally start from 3 to 5.5 miles
(depending on the year involved) below the fleetwide average stand-
ards of the Energy Production and Conservation Act ("EPCA").

The tax would apply to 1979 and later model year automobiles
weighing 6,000 pounds or less. The tax would not apply to trucks with
a cargo capacity of 1,000 pounds or more or to vehicles which are
equipped with 4-wheel drive and other significant features designed to
equip them for off-highway operation.
Tax rates range from $339 to $553 in 1979, $245 to $1,216 in 1981,

$345 to $2,134 in 1983, $371 to $2,638 in 1984, and $397 to $3,856 in
1985 and later years.

The exemption from the manufacturers excise taxes generally pro-
vided for State and local governments and nonprofit educational
institutions would not be available in the case of the gas guzzler tax.
Also, the Secretary of the Treasury would not have the authority to
waive the gas guzzler tax in the case of sales or leases to the United
States.

Purchasers of vehicles subject to the tax would have to reduce the
basis of the vehicles by the amount of the tax.

Proceeds of the gas guzzler tax would be placed in a trust fund to be
used for the purpose of reducing the national debt.

Senate amendment
No provision.

Conference agreement
The conference agreement generally follows the House bill with

several modifications.
First, under the conference agreement, no tax is imposed on 1979

model year automobiles. Second, the mileage standards, and generally
the tax rates, applicable to each model year from 1979 through 1985
are deferred one year under the conference agreement. Thus, the
mileage standards which the House bill would apply to model ear 1979
are applied to model year 1980; the standards that-the House bill
would apply to model year 1980 are applied to model year 1981, etc.
Beginning with model year 1983, the fuel efficiency standards below
which a passenger automobile will be subject to tax are reduced onemle per gallon. Under the conference agreement, the fuel efficiency
standards below which a passenger automobile will be subject to
tax will generally start from 4 to 6.5 miles per gallon (depending on
the year involved) below the fleetwide average standards of EPCA.



The rates of tax are rounded to the nearest $50, and the lowest two
rates of tax for the 1980 model year and the lowest rate of tax for the
1981 and 1982 model years are reduced. Thus, the tax rates for model
year 1980 passenger automobiles would range from $200 (for a pas-
senger automobile with a mileage rating of at least 14, but less than 15,
miles per gallon) to $550 (for a passenger automobile with a mileage
rating of less than 13 miles per gallon). For the 1986 model year and
later model years, the tax rates would range from $500 (for a assenger
automobile with a mileage rating of at least 22.5, but less than 23.5,
miles per gallon) to $3,850 (for a passenger automobile with a mileage
rating of less than 12.5 miles per gallon).

The conference agreement also narrows the group of vehicles which
are subject to the tax. As under the House bill, the automobiles to
which this tax a plies generally include any 4-wheeled vehicle pro-
pelled by fuel (1 which is manufactured primarily for use on public
streets, roads and highways (except any vehicle operated exclusively
on a rail or rails), an (2) which is rated at no more than 6,000 pounds
gross vehicle weight.

However, the conference agreement excludes from the application of
the tax any vehicle which is treated as a nonpassenger automobile
under the rules which were prescribed by the Secretary of Transporta-
tion for purposes of section 501 of the Motor Vehicle Information and
Cost Savings Act (15 U.S.C. 2001) and which were in effect on the date
of the enactment of this provision.' Thus, even if these rules are later
changed, a vehicle which is described as a nonpassenger automobile
under the rules currently in effect would not be subject to the gas
guzzler tax. Also, as in the House bill, vehicles which are equipped
with 4-wheel drive and other significant features designed to equip
them for off-highway operation would not be subject to the gas
guzzler tax.

'These rules provide as follows:
§ 523.5 Nonpassenger automobile.

(a) A nonpassenger automobile is an automobile either designed for off-highway
operation, as described in paragraph (b) of this section, or deigned to perform
at least one of the following functions:

1 Trans port more than 10 persons;
12) Provide temporary living quarters;
a Transport property on an open bed;
4) Provide greater cargo-carrying than passenger-carrying volume; or
5) Permit expanded use of the automobile for cargo-carrying purposes or

other nonpassenger-carrying purposes through the removal of seats by means
installed for that purpose by the automobile's manufacturer or with simple
tools, such as screwdrivers and wrenches, so as to create a flat. floor level
surface extending from the forwardmost point of installation of those seats
to the rear of the automobile's interior.

(b) An automobile capable of off-highway operation is an automobile-
(1) .i) That has 4-wheel drive; or

(i) Is rated at more than 6,000 pounds gross vehicle weight; and
(2) That has at least four of the following characteristics (see Figure 1)

calculated when the automobile is at curb weight, on a level surface, 'With
the front wheels parallel to the automobile's longitudinal centerline, and the
tires inflated to the manufacturer's recommended pressure-(I) Approach angle of not less than 28 degrees.

( U) Breakover angle of not less than 14 degrees.
(fli) Deparure angle of not less than 20 degree.
(iv) Running clearance of not less than 8 inches.
(v) Front and rear axle clearances of not less than 7 inches each.

(49 C.F.R. § 523.5.)



Another modification exempts emergency vehicles from the gas
guzzler tax. This exemption covers any vehicles sold for use and used
(1) as an ambulance or combination ambulance-hearse, (2) by the
United States or by a State or local government for police or other
law enforcement purposes, or (3) for other emergency uses prescribed
by the Treasury Department by regulations. The first category of
this exception, which applies to ambulances and combination am-
bulance-hearses regardless of ownership, does not include vehicles used
solely as hearses (since they do not require acceleration for emergency
use). The second category exempts vehicles used by the United States
or by a State or local government for police or other law enforcement
purposes. It does not include vehicles used by private law enforcement
organizations. The third category, which exempts vehicles used for
other emergency uses prescribed by Treasury Department regulations,
is intended to give the Treasury Department the discretion to add
vehicles used for emergency purposes. This could include, for example,
vehicles used by the cief of a fire department if substantially all of
the use of the vehicle is for fire department purposes. In promu gating
regulations under this provision, the Treasury Department is intended
to have the discretion to make distinctions based on ownership of the
vehicle and the amount of use for emergency purposes, as well as on
the nature of the purposes.

Another modification of the House bill provides special rules fo
small manufacturers. These rules, which are generally patterned on
the special rules for small manufacturers in EPCA, provide that a
small manufacturer (that is, a manufacturer of less than 10,000
automobiles per year) may apply to the Secretary of the Treasury for
special treatment with respect to all of the automobiles manufactured
by the manufacturer during a model year (or with respect to a model
type). The term "manufacturer" for this purpose does not include an
importer; however, a manufacturer who manufactures some or all
vehicles abroad is eligible to apply for this treatment.

If the Secretary determines that it is not feasible for the manufac-
turer to meet the tax-free fuel economy level for the model year with
respect to all of its automobiles, or a particular model type, the Secre-
tary can provide by regulation an alternate rate schedule for such
model year automobiles or model type. The alternate rate schedule,
which is to be determined by the Secretary only after consultation
with the Secretary of Energy, the Secretary of Transportation, and
other appropriate Federal officers, is to be based on the maximum fuel
economy level which the manufacturer can meet for the model year
for all the manufacturers automobiles or a particular model type, as
the case may be. In determining an alternate rate schedule, the Secre-
taryhmay vary the rates of tax, the mileage standards, or both.

T he conference agreement omits the House bill provision which
would require placement of the gas guzzler tax proceeds in a trust
fund to be used for the purpose of reducing the national debt.
4. Repeal of Personal Deduction for State and Local Taxes on

Gasoline
House bill

The House bill repeals the deduction for State and local taxes im-
posed with respect to gasoline, diesel fuel, and other motor fuels which



are purchased by a taxpayer for nonbusiness use after December
31, 1977.

Senate amendment
No provision.

Conference agreement
The conference agreement does not include this provision.

5. Extension of Current Rate of Federal Taxes on Gasoline and
Other Motor Fuels

House bill
Under present law, a retailers excise tax of 4 cents a gallon is im-

posed on diesel and other special motor fuels sold for use (or used) in a
highway vehicle. Also, a manufacturers excise tax of 4 cents a gallon
is imposed on gasoline sold by the producer or importer. These taxes
are scheduled to be reduced to 1% cents a gallon on October 1, 1979
(as the Highway Trust Fund-to which the revenues now go-is
scheduled to expire as of September 30, 1979).

The bill extends the current 4-cents-a-alon excise taxes on gaso-
line, diesel fuel, and other motor fuel (which are scheduled to drop to
13 cents per gallon on October 1, 1979) for 6 years-that is until Sep-
tember 30, 1985.

Senate amendment
The Senate amendment contains a provision which is the same as

this provision in the House bill.
Conference agreement

The conference agreement does not include these provisions of both
the House bill and the Senate amendment because the excise taxes on
gasoline and other motor fuels would be extended by other legislation

.R. 11733) which has been approved by both the House and the
Senate. This other legislation also deals with extension of the Highway
Trust Fund and of the current rates of other highway-related excise
taxes.
6. Exemption From Motor Fuels Excise Taxes for Certain Alco-

hol Fuels
House bill

No provision.
Senate amendment

Gasohol (i.e., fuel which is a blend of gasoline, or other motor fuel,
and alcohol) that is at least 10 percent alcohol (including ethanol,
methanol or other alcohol) made from agricultural or forestry products
would be exempted from the Federal excise taxes on motor fuels on or
after January 1, 1978, and before October 1, 1985.

Gasohol that is at least 10 percent alcohol made from other products
(such as urban wastes), but not from petroleum, natural gas, or coal, is
also exempted from the Federal excise taxes on fuels for this period.
The Secretary of Energy is directed to make annual reports to Con-
gress from 1979 through 1985 on the use of alcohol in fuels.

Also, the Secretary is directed to expedite the applications for per-
mits to distill ethanol for use in the production of gasohol and to report



to the Senate Finance Committee and the House Ways and Means
Committee on a simplified manner of regulating the distilling opera-
tions of gasohol producers who distill ethanol.

Conference agreement
The conference agreement generally follows the Senate bill; however,

under the conference agreement, the exemption would apply only to
sales of fuel after December 31, 1978, and before October 1, 1984,1 and
the Secretary of Energy is directed to make annual reports on the use
of alcohol in fuels only from 1980 through 1984.
7. Exemption From Agricultural Set Aside Requirements for

Acreage Used for Commodities for Production of Alcohol
Fuels

House bill
No provision.

Senate amendment
The amendment authorizes the Secretary of Agriculture to use any

set-aside acreage (that is, acreage that would otherwise be withheld
from production) for the production of any agricultural or forestry
product that is to be used or sold for primary use in the manufacture
of alcohol fuels.

Conference agreement
The conference agreement does not include this provision of the

Senate amendment. However, it is the intent of the conferees that,
in determining the need for acreage set-aside programs for particular
commodities and the extent of the acreage set-aside programs (under
sections 105A and 107A of the Agricultural Act of 1949, as added by
sections 402 and 502 of the Food and Agriculture Act of 1977), the
Secretary of Agriculture take into account the demand for these com-
modities by producers of alcohol fuels (including fuels which consist
of gasoline-alcohol blends) and other fuels.

Reducing the amount of acreage set aside for purposes of the set-
aside program by the amount of acreage needed to provide commodi-
ties for use in alcohol fuels and other fuels will have the same general
effect as allowing set-aside acreage to be used to provide raw materials
for alcohol fuels-it will allow the use of "surplus" agricultural land
to produce fuel crops. In addition, this approach will alleviate the
need to trace production from set-aside acreage to use in alcohol fuels.

'The conference agreement follows the Senate bill In providing that, if a
mixture of gasoline and alcohol has been sold tax-free by the producer under the
provisions added by this section and if a person later separates the gasoline
from the mixture of gasoline and alcohol, such person shall be treated as the
producer of the gasoline. Generally, such treatment means that a tax would be
imposed on the sale or use by the producer of such separated gasoline. Similarly,
if a mixture of special motor fuel and alcohol has bene sold tax-free (under
new see. 4041(k) and a person later separates the special motor fuel from the
mixture of special motor fuel and alcohol, the separation will be treated as a
sale of the special motor fuel which will be subject to the normal rules relating
to the imposition of tax on such motor fuels (sec. 4041 (b)). These provisions will
apply to any separation of the gasoline (or special motor fuel from the mixture
of gasoline (or other motor fuel) and alcohol regardless of the manner in which
the separation is accomplished.



Since the conferees understand that the Secretary of Agriculture
is required to take into account all sources of demand for arcultural
commodities in determining the need for, and the extent o, set-aside
programs for agricultural commodities, no statutory changes appear
necessary to achieve the result intended by the conferees.
8. Removal of Refund or Credit for Excise Taxes on Motor Fuels

and Lubricating Oil for Nonbusiness, Offhighway Uses
House bill

As of October 1, 1977, the current law 2-cent reduction (or credit or
refund) of the Federal excise taxes on gasoline or special motor fuels
used for nonhighw ay purposes would not be available if the gasoline
or special motor fue is used in a motorboat.

Senate amendment
As of January 1, 1978, the Senate amendment repeals the 2-cents-a-

gallon reduction (through refund, credit, or exemption) of the excise
taxes on gasoline and special motor fuels, and the refund (or credit) of
the 6-cents-a-gallon tax on lubricating oil, with respect to gasoline,
special fuels, and lubricating oil used (1) for nonbusiness, off-highway
purposes (such as lawnmowers, snowmobiles, etc.) and (2) in motor-
boats (whether or not such use is business use).

However, the 2-cents-a-gallon reduction in the tax on gasoline is
to continue to apply to gasoline used in a commercial fishing vessel for
business use.

Conference agreement
The conference agreement generally follows the Senate amendment,

but the provisions apply only to fuels used after December 31, 1978.
However, the provision relating to the availability of the 2-cents-

a-gallon refund of the gasoline tax for commercial fishing vessels is
replaced by appropriate cross references to other provisions of present
law which ma~e it clear that articles sold as supplies for vessels em-
ployed in the fisheries or whaling business are not subject to the
excise taxes on fuels or lubricating oil (see. 4041(g)(1) and sec. 4221
(a) (3) and (d) (3)). Where the sale of these items is made other than
by the manufacturer, producer or importer, the Code provides for a
refund (or credit) of the tax when the item is sold for use or used as
supplies for such vessels (sec. 6416(a) and (b) (2) (B)). The Internal
Revenue Service has ruled that fis vessels are employed in the
fisheries or whaling business when used (1) exclusively for the pur-
pose of catching shnmp and other types of aquatic life for sale com-
mercialy as bat or (2) on specific tps exclusively for catching fish
all of which are to be sold commercial (Rev. Rul. 65-134, 1965-1
C.B. 492). These cross references make it clear that no change is in-tended with respect to these exemptions for commercial fishing vessels.
9. Repeal of Excise Tax on Buses

House bill
The House bill would repeal the 10-percent manufacturers excise

tax imposed on the sale ofbuses having a gross vehicle weight of more

than 10,000 pounds effective for sales on or after April 20, 1977.



Senate amendment
The Senate amendment contains a provision which is identical to

this provision in the House bill.
Conference agreement

The conference agreement follows this provision of the House bill
and the Senate amendment.
10. Repeal of Excise Tax on Bus Parts

House bill
The House bill would repeal the 8-percent manufacturers excise

tax on bus parts and accessories for sales on or after the first day of the
first calendar month beginning more than 10 days after the date of
enactment.

Senate amendment
The Senate amendment contains a provision which is the same as

this provision in the House bill.
Conference agreement

The conference agreement follows this provision of the House bill
and the Senate amendment.
11. Removal of Excise Tax on Certain Items Used on or in Con-

nection With Intercity, Local, or School Buses
House bill

Presently, privately owned and operated buses are subject to the
manufacturers excise taxes on tires, tubes, tread rubber, gasoline and
lubricating oil, as well as the retailers excise taxes on diesel fuel and
other special motor fuels. Complete exemption is provided from these
excise taxes for State and local governments and for tax-exempt edu-
cational organizations. A partial exemption (2-cents-a-gallon refund or
credit) is available from the tax on gasoline and other motor fuels for
use by a privately owned local transit system for the portion of its
total tare revenue represented by "commuter fare revenue."

The House bill removes the excise taxes on highway tires, inner
tubes, tread rubber, gasoline, other motor fuels, and lubricating oil for
private intercity, local and school bus operations, effective on the first
day of the first calendar month which begins more than 10 days after
the date of enactment.

Senate amendment
The Senate amendment contains provisions which are the same as

the provisions of the House bill.
Conference agreement

The conference agreement follows the provisions of the House bill
and the Senate amendment.
12. Tax Credit for Certain Commuter Vehicles

House bill
No provision.



Senate amendment
Under the Senate amendment, if an employer purchases a new van

with a useful life of at least 3 years, seating nine or more persons
(including the driver), and substantially all the use of the van is for
transporting employees to and from work, the employer is entitled to
the full 10-percent investment credit and the additional 10-percent
business energy investment credit. These credits are available for ve-
hicles purchased after April 19, 1977 and before January 1, 1986 and
placed in service by the taxpayer before January 1, 1986.

Conference agreement
The conference agreement generally follows the Senate bill in allow-

ing the full 10-percent investment tax credit for certain vehicles used
in van pooling, b t it does not allow the additional 10-percent business
energy credit for any of these vehicles. The full credit would apply
only to vehicles acquired by the taxpayer after the date of enactment
and placed in service prior to January 1, 1986.

Several changes are made in the definition of eligible vehicles. The
eligible vehicles are redesignated as "commuter highway vehicles,"
the passenger seating capacity of which is at least 8 adults (not includ-
ing the driver) and at least 80 percent of the mileage use of which is
for vanpooling. Generally, use for vanpooling means use for the purpose
of transporting the taxpayer's employees between their residences and
their places of employment on trips during which the number of em-
ployees transported for this purpose is at least one-half of the adult
satg capacity of the vehicle (not including the driver). The mileage
use which qualifies as vanpooling use includes not only mileage
travelled on trips which transport the required number of employees,
but also use which is incident to such trips (such as "deadheading").

This revised definition is intended (inter aMia) to make it clear that
a bus, as well as a van, may qualify for the full investment credit under
this provision.

In dten whether employees are transported from their
homes to their p aces of employment, it is not necessary that the
employees be picked up at, and transported to, their homes. It is
sufficient to meet this requirement if the employees are transported
to and from some central pickup point (or points) or intermediate
location between the employees' residences and places of employment.

Under the normal investment credit rules, as applied to this pro-
vision, the credit will be recaptured if the commuter highway vehicle
is disposed of within 3 years after it is placed in service. The conference
agreement adds a recapture rule which provides, in effect, that recap-
ture will occur if the full investment credit is claimed under this
provision with respect to a vehicle, and within the first 36 months of
the operation of the vehicle, the vehicle ceases to be a commuter high-
way vehicle. In applying the 80 percent of mileage use test to deter-
mine whether a vehicle ceases to be a commuter highway vehicle, the
test shall be a pplied on the basis of the entire portion of the 36 month
period which falls within the taxable year. If recapture results from
a change in use from vanpooling to other business use, the amount of
credit which will be recaptured will be two-thirds of thq investment
credit claimed (assuming the vehicle has a useful life of 3 or 4 years).



If recapture results from a change from a vanpooling use to a personal
use, the entire amount of the investment credit will be recaptured.
13. Exclusion From Income of Certain Employer-Furnished

Transportation
House bill

No provision.
Senate amendment

In the case of a taxpayer who is an employee, gross income would not
include the value in excess of the employee's cost of transportation to
or from work furnished by an employer if such transportation is in
a communter van.

This provision applies to transportation furnished after January 1,
1977, and before January 1, 1986. (No inference is intended concerning
the taxability of transportation furnished during other periods.)

Conference agreement
The conference agreement generally follows the Senate amendment.

However, certain changes are made concerning the transportation to
which this provision applies.

In general to qualify (1) the transportation must be furnished under
a plan established in writing by the employer which meets the anti-
discrimination requirements generally applicable to tax-exempt
pension plans (sec. 401(a) (4)), and (2) the transportation must beCy a commuter highway vehicle (which could qualify for the special
investment credit if an election were made and the vehicle were
acquired during the period for which the full investment tax credit
is available).

Furthermore, the exclusion does not apply unless the plan under
which the transportation is furnished provides that the value of any
transportation is furnished in addition to, and not in lieu of, any com-
pensation otherwise payable to the employee and provides such means
of verification as the Secretary of the Treasury prescribes by regula-
tion. Also, the provision does not apply to self-employed individuals
(such as partner or proprietors) or former employees even though
such individuals or former employees are treated as employees for
certain other purposes under section 401(c) (1).

The plan under which transportation must be furnished must be
reduced to writing prior to the furnishing of transportation under the
plan, except that transportation under the plan will be considered
qualified for the exclusion if it is reduced to writing no later than
July 1, 1979. Thus, the plan will relate back to transportation fur-
nisbed for the first half of 1979 if the plan is reduced to writing on or
before July 1, 1979. There is no requirement that the plan be submitted
to the Internal Revenue Service for prior or subsequent approval.

For years beginning prior to the issuance of final regulations, the
employer will have been considered to have met the requirement that
the plan provides means of verification as the Secretary prescribes by
regulation if the plan provides for means of verification which are
reasonable under the circumstances.

The managers wish to make it clear that no inference is intended as to
whether gross income includes the value of transportation to and from
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work in other situations, such as where the transportation is furnished
by.a car or limousine. Also, no inference is intended as to the inclusion
in income of other types of "fringe benefits."
14. Tax Credit for Electric or Hydrogen Motor Vehicles

House bill
A nonrefundable tax credit (i.e., the credit cannot exceed the tax-

payer's tax liability) would be provided for the first $300 of the pur-
chase price of a new 4-wheeled electric motor vehicle (manufactured
primarily for use on public roads) purchased by an individual for per-
sonal use on or after April 20, 1977, and before January 1, 1983.
This credit applies only to new vehicles, not to used vehicles or
vehicles converted to electricity.

Senate amendment
Under the Senate amendment, the credit is generally the same as the

House bill except that it applies to vehicles purchased on or af ter
April 20, 1977, and before January 1, 1986. However, the credit applies
to electric motor vehicles even if they do not have 4 wheels (although
they must be manufactured primarily for use on the public roads).

Ih addition, under the Senate amendment, this credit applies to new
motor vehicles powered by hydrogen fuel systems and to the cost of
converting gasoline powered vehicles to the use of hydrogen.

Conference agreement
The conference agreement does note the provisions of the House

bill and the Senate amendment.

15. Alcohol Fuels Research and Demonstration Project
House bill

No provision.
Senate amendment

The Secretary of Energy is required to select a Federal agency to
operate 1 000 of its passenger vehicles on alcohol fuel as a test or
demonstration project; 900 of the passenger vehicles would be run on
alcohol blended with gasoline, and 100 would operate on straight
alcohol. Thisproject is to be operated for a period of up to 3 years,
and reports (including economic, technological, and environmental
information) are to be made by the Secretary of Energy to Congress
for each fiscal year through the fiscal year ending September 30, 1981.

For the fiscal years ending September 30, 1979, September 30, 1980,
and September 30, 1981, there are authorized to be appropriated
sums not to exceed $3 million in the aggregate for the 3 years as may
be needed to carry out this project.

Conference agreement
The conference agreement does not include this provision.



C. CRUDE OIL EQUALIZATION TAX AND REBATES; ENERGY
TRUST FUND

16. Crude Oil Equalization Tax
House bill

An excise tax would be imposed on the first purchase (generally by
the refiner) of price controlled, domestically produced crude oil. The
tax would increase the cost of all crude oil to the world price by 1980.
The termination date of the tax would be September 30, 1981.

The tax would be imposed in three stages. In 1978, a tax would be
imposed on lower tier oil (old oil under current regulations) equal to
one-half of the gap between the ceiling prices of lower tier and upper
tier oil for each classification of crude oil. In 1979, the tax would be
raised to equal the entire gap. In 1980 and for the duration of the
tax, the tax would equal the difference between the wellhead prices of
uncontrolled and controlled crude oil of the same classification. As a
result, the price of controlled oil plus the tax would be raised to the
world price of oil in 1980.

Exemptions from the tax are provided for crude oil used as feed-
stock to produce natural gas liquids and for crude oil and its products
used to extract natural gas or crude oil. Presidential authority is
wanted to suspend increases in the tax subject to veto by either
House.

The crude oil tax is applicable to first purchases of crude oil after
December 31, 1977, and before October 1, 1981.

Senate amendment
No provision.

Conference agreement
The conference agreement does not include this provision.

17. Natural Gas Liquids Equalization Tax
House bill

The tax would be imposed in three stages based upon the difference
(the price gap) between the controlled price of the liquid and the
wholesale price for No. 2 distillate fuel oil in the region, adjusted for
differences in Btu content. The tax would equal one-third of the price
gap in 1978, two-thirds of the gap in 1979, and equal to the entire gap
m 1980 and later years.

The tax would be imposed on the use or sale for use, and the retailer
(or user) would be liable for payment of the tax. Exemptions from the
tax would be provided for natural gas liquids used in a residence,
hospital, church, or school and for agricultural uses.

The natural gas liquids tax is applicable to sales to end users of
natural gas liquids after December 31, 1977, and before October 1,
1981.



Senate amendment
No provision.

Conference agreement
The conference agreement does not include this provision.

18. Heating Oil Refund and Other Home Heating Tax Credits
House bill

The House bill provides a refund of the crude oil equalization tax to
the retailer of heating oil for oil used in a residence, hospital church,
or school if the retailer passes on the refund to the user. The heating
oil refund is effective for sales after December 31, 1977, and before
October 1, 1981.

Senate amendment
The Senate amendment provides a refundable income tax credit

equal to 25 percent of the initial $600 of expenditures on home heating
oil and propane, phased out as adjusted gross income rises from $15,000
to $30,000. The amendment also provides a refundable tax credit up
to $150 for the increase in home electric heating and cooling costs
from one year to the next to the extent they result from increased
prices for imported residual fuel oil, phased out as adjusted gross in-
come rises from $15,000 to $30,000.

The heating oil credit is effective for taxable years beginning after
December 31, 1977, and ending before January 1, 1983. The electric
heating and cooling credit is effective for taxable years ending after
December 31, 1977.

Conference agreement
The conference agreement does not include either the House or

Senate provision.
19. Equalization Tax Rebates

House bill
The House bill rebates net proceeds from the crude oil equaliza-

tion taxes for 1978 only. The rebate is a fixed amount per taxpayer,
with a double rebate for single heads of households. (It is estimated to
be $22 per taxpayer.) The rebate, generally, would be provided as a
nonrefundable tax credit for all taxpayers. Those persons who do not
receive a credit for income tax purposes would receive a direct pay-
ment as part of their regular social security, SSI, railroad retirement
or AFDC payments. Persons not receiving their rebate under these
methods could file a claim with the Treasury (called the "roundup
payment").

Senate amendment
The Senate amendment provides generally that no new tax should

be imposed under the bill unless the bill also provides adequate tax
incentives for increased production and conservation of energy and for
conversion to alternate sources of energy, and also contains tax
mechanisms for mitigating undesirable consequences arising out of
the energy crisis.



Conference agreement
The conference agreement does not include any rebate provision.

20. Energy Cost Credit for the Elderly
House bill

No provision.
Senate amendment

The Senate amendment provides a refundable tax credit of $75 for
any taxpayer who maintains a household which includes someone age
65 or over, phased out between adjusted gross incomes of $7,500 and
$12,500. The elderly credit would be effective for taxable years begin-
ning after December 31, 1977, and ending before January 1, 1986.

Conference agreement
The conference agreement does not include this provision.

21. Small Refiners Study
House bill

The House bill provides that the Treasury Department will make a
study of the effect of the imposition of the crude oil equalization tax
and the entitlements program on small refiners. The results of the
study are to be given to Congress within 90 days of enactment.

Senate amendment
No provision.

Conference agreement
The conference agreement does not include this provision.

22. Oil Pricing Amendments for Stripper Wells
House bill

No provision.
Senate amendment

Under present law oil from stripper wells is exempt from price con-
trols. Stripper wells are those from properties on which the average
daily production per well is less than 10 barrels. The definition of
stripper oil is amended to include water and other injection wells in
computing the average daily production per well.

Conference agreement
The conference agreement does not include this provision.

23. Energy Production, Conservation, and Conversion Trust Fund
House bill

No provision.
Senate amendment

The Senate amendment establishes an Energy Production, Con-
servation, and Conversion Trust Fund. It appropriates to the Trust
Fund a portion of the net revenues not refunded to consumers and
not otherwise rebated, from any new taxes (not including extended
existing taxes) added by the bill as enacted. The Trust Fund consists



of two separately managed and administered accounts: (1) the Energy
Financing Program Account, to encourage conservation of energy,
conversion to energy sources other than oil and gas and domestic pro-
duction of energy (other than conventional production of oil and na-
tural gas), and (2) the Energy-Efficient Transportation Account, to
encourage energy-efficient forms of transportation. Any expenditures
from either Trust Fund account would require authorization and
appropriation acts.

Conference agreement
The conference agreement does not include this provision.

24. Payments to States
House bill

No provision.
Senate amendment

If there is a crude oil equalization tax, the Senate amendment
authorizes an appropriation of up to $400 million in each of the fiscal
years 1978, 1979, 1980 and 1981 for payments to States for repair of
Federal-aid highways.

Conference agreement
The conference agreement does not include this provision.



D. TAX ON BUSINESS USE OF OIL AND NATURAL GAS;
CREDITS AGAINST THE TAX

25. Excise Tax on Business Use of Oil and Gas and Credits Against
Oil and Gas Use Tax
House bill

A tax would be imposed on the use of oil and natural gas as fuel in
a trade or business. Three levels of tax would be imposed: Tier I would
generally apply to process uses, Tier 2 would apply to boilers, turbines,
and other internal combustion engines, and Tier 3 would apply to
electric utilities, industrial cogenerators, and industrial producers of
electricity using boilers with a total rating of at least 100 megawatts
per plant.

The tax on Tier 1 oil would start at $.30 per barrel in 1979 and would
rise gradually to $1.00 per barrel for use in 1981 and thereafter. The
tax on Tier 2 oil would start at $.30 per barrel and would rise gradually
to $3.00 per barrel for use in 1985 and thereafter. Tier 3 oil would be
exempt through 1982 and would be taxed at $1.50 per barrel in 1983
and thereafter. Beginning in 1981, the tax rates would be adjusted
annually for inflation that occurs after 1979.

With respect to the industrial use of natural gas in Tier 1 and Tier
2 categories, the tax would be determined on a variable tax basis by
subtracting a cost differential, which would be reduced annually from
$1.35 to $.30 for Tier 1 and from $1.05 to zero for Tier 2 by 1985, from
the user acquisition price per million Btu of gas from the natural gas
target price per million Btu for the region in which the gas is used.
The basis for determining the natural gas target price is the average
regional price of all No. 2 grade distillate oil sold during the preceding
calendar year in the region, adjusted for differences in energy (Btu)
content between such oil and natural gas.

Tier 3 gas would be exempt through 1982 and would be taxed at
$.55 per million Btu in 1983. The rate would rise gradually to $.75 for
use in 1985 and thereafter. The tax would not exceed the amount
necessary to make the firm's cost of gas (including the tax) equal to
the cost of residual oil (including the tax) in the region where the gas
is used.

The following uses of oil and gas would be exempt from the tax:
(1) Industrial process use would be exempt from the tax when the

use of fuels other than oil or natural gas would materially and ad-
versely affect the manufacturing process or the quality of the manu-
factured goods, or when the use of such alternate fuels would not be
economically and environmentally feasible.

(2) An exemption from the tax would be provided to nonindustrial
uses of oil and natural gas in residential facilities, in transportation
(including pipelines), on a farm for farming purposes, in nonmanu-
facturig commercial buildings, and in the exploration, development
and production of crude oil and natural gas.



(3) Oil and natural gas would be exempt from taxation if used in a
facility that was in existence or under construction on April 20, 1977,
and which is precluded from using coal by State air pollution regula-
tions in effect on that date or by Federal air pollution regulations.
State regulations in effect after that date would also be grounds for
exemption if such regulations were necessary to meet a requirement
of Federal law. A regulation of a local afency having jurisdiction
over a facility under an approved State Implementation Plan also
would be the basis for an exemption.

In addition to oil or natural gas employed in exempt uses, firms
would also be able to exempt from taxation the Btu content of 50,000
barrels of oil per year (i.e., 300 billion Btu). In cases of a regional
competitive disadvantage, the Secretary of the Treasury may provide
additional exempt amounts for individual plants, and he is required
to publish the identification of taxpayers and plants which receiveadditions to their exempt amounts.

The Secretary of the Treasury would establish a procedure for re-
classifying uses to a category which is taxed at a lower rate or which
is exempt from tax. Reclassification would depend on the extent to
which reduction in oil and natural gas use could be achieved as a result
of the tax.

The President could suspend the tax for a period up to one year, if he
believes it would have an adverse economic effect. A suspension plan
would have to be submitted to Congress, and it would be subject to a
veto by either House before the end of 15 days.

A taxpayer could elect a credit against the use tax of $1 for each dol-lar of qualified investment, up to 100 percent of the taxpayer's oil and
natural gas use taxes, made after April 20, 1977. If the amount of ivestment is in excess of the amount of use taxes for the year, a carry-
forward is permitted against use taxes in future years and a carry-
forwa1r d to 1981 is provided for use taxes incurred in 1979 and 1980.

Utilities would be allowed to carry for ard.qualifying investment
expenditures for offset against use tax liabilities that would be in-
curred beginning in 1983. Utilities would be allowed a credit to the
extent that old oil and gas boilers are replaced or phased down for
peakload or standby use (1500 hours or less a calendar year).

Where a phased-down old boiler is used between 1500 and 2000
hours in a calendar year, a penalty equal to the use tax would be
imposed. Taxes paid in such cases would not be available for offset
by qualified investment expenditures. Where old boilers would be used
more than 2000 hours in a calendar year, there would be a recapture of
credits against tax.

The taxpayer who elected to apply the credit against the user tax
would receive the regular investment tax credit on his qualified energy
investment expenditures only to the extent that a credit against the
use tax was not claimed for the same investment outlay.

The credit would not be available after 1990, except for qualified
property on which construction had begun. I

Qualified energy investment which could be a credit against the
use tax includes the cost of alternative energy property (as defined
below in the section on Business Credits) placed in service during the
year or, if the taxpayer elects, the progress expenditures made for that
property during the year.



Senate amendment
The Senate amendment provides for an excise tax on business use of

oil and natural gas in existing coal-capable facilities and in new electric
powerplants and major fuel burning installations. The tax would
apply only to units capable of consuming at least 100 million Btu/hour
or a combination of units at the same site capable of consuming at least
250 million Btu/hour.

The tax rate for oil used in new industrial and utility facilities would
be $6.00 per barrel beginning in 1979. For existing installations, the
tax would start at $.60 per barrel in 1979 and would rise gradually to
$6.00 per barrel for use in 1985 and thereafter. The tax rates would
be adjusted for inflation in the same manner as in the House bill.

The tax on industrial and utility use of gas would be the same as the
Tier 2 tax in the House bill, except that the target price includes the
oil users tax and the target price for gas is the full Btu equivalent for a
comparable facility using oil (instead of a phase-in).

In addition to the exempt uses provided in the House bill the Senate
amendment exempts all process uses and the environmental exemption
applies to all facilities and takes all State regulations into account.
The Senate amendment also provides that any combustor qualifying
for an exception or exemption from the requirement of using coal under
any law or regulation is exempt from the tax.

The amendment also provides that the Secretary shall grant
temporary exceptions for up to five years where alternate fuel trans-
portation, pollution control equipment, or other necessary equipment
is not available. In addition, the Secretary is to suspend the tax if he
determines that the taxpayer is proceeding as expeditiously as possible
to convert from the use of oil or gas.

Use in Hawaii is exempt under the Senate amendment.
The credit against the oil and gas user tax is generally the same as

the House bill except that the credit is allowed only for the conversion
of existing coal-capable facilities. In addition, the firm is eligible both
for the investment credit and the user tax credit, and there are no
special rules governing the eligibility of utilities for the credit.

The propertywhich qualifies for the credit is generally the same as the
House il except that it includes equipment to convert an alternate
substance to synthetic liquid fuel, but does not include nuclear,
geothermal and hydroelectric equipment and does not include equip-
ment for modifying existing boilers so that an alternate substance is
at least 25 percent of the fuel.

Conference agreement
The conference agreement does not include this provision.



E. BUSINESS ENERGY TAX CREDITS

26. Additional investment tax credit for alternative energy property
House bill

The bill provides for an additional 10-percent investment credit
which is not available to taxpayers who claim credit against the user
tax. The credit is limited to 100 percent of tax liability, and this
additional credit rate is 5 percent for property financed with tax-
exempt industrial development bonds. Utilities will receive the credit
for new boilers only to the extent that an existing oil- or gas-fired
boiler is phased down to less than 1,500 hours of use per year. The
credit is available only to persons engaged in a trade or business, and
the credit is recaptured according to the rules for the regular invest-
ment credit.

Qualiyg property includes equipment which uses a fuel or feed-
stock ot er than oil or gas or their products, i.e., an alternate sub-
stance. Equipment must be new and must be used in connection with
a building or structure located in the United States and is eligible
even if considered a structural component or used in connection with
lod~mng facilities.

Alternative energy property includes:
(I)- Boilers;
2) Burners for combustors other than boilers;

tur) Nuclear and hydroelectric power equipment, not including
rines or generators;

(4) (a) Geothermal power equipment, not including turbines or
generators;

(b) Geothermal equipment to provide heating, cooling and elec-
tricity used in connection with an existing building and an existing
commercial or industrial process;

(5) Equipment for producmig synthetic gas;
(6)(a) Equipment for modifying existing equipment so that an

alternate substance is at least 25 percent of the fuel or feedstock;
(b) Equipment for modifying an existing boiler in an existing

electric generating facility so that an alternate substance is at least 25
percent of the fuel; the rate of credit depends on fuel savings percent-
age;

(7) Pollution control equipment required by Federal, State, and
local regulations to be installed in connection with equipment in
categories (1), (2), (5), and (6);

(8) Equipment used to handle, store, and prepare an alternate
substance, at the point of use as a fuel or feedstock, for use in equip-
ment in categories (1), (2), (3), (4)(a), (5), (6) and (7); facilities to
manufacture coke are excluded;

(9) Equipment which uses solar and wind energy to provide heat,
cooling or electricity in connection with an existing building and
existing industrial or commercial process, and



(10) Plans and designs for equipment in the above categories.
The credit is available for investments after April 19, 1977, and

before January 1, 1983.
Senate amendment

The Senate amendment follows the House bill with several modifica-
tions. The Senate amendment provides a refundable, additional 15-
percent investment tax credit. The credit rate is 7.5 percent for prop-
erty financed with tax-exempt industrial development bonds. Bio-
conversion property financed with industrial developments bonds,
however, would receive the 15 percent credit. Utilities would receive
credit for new boilers only to the extent that an existng oil-or gas-
fired boiler is phased down to less than 2,000 hours of use per year.
The credit is available to persons engaged in a trade or business, to
educational, religious, charitable and scientific organizations (tax-
exempt under Code sec. 501 (e) (3)), to electric utility cooperatives
(tax-exempt under Code sec. 501 (c)(12)), and to State and local gov-
ernments. The credit is recaptured if property is disposed or if con-
verted to nonqualifying use before one-half its useful life has elapsed.
Trvestment qualifying for the credit is reduced to the extent that
equipment is financed with Federal grants.

Alternative energy property is generally the same as the equipment
included in the Rouse bill, except that the equipment must meet
performance standards prescribed by the Secretary. The Senate also
added the following equipment to the list of eligible property:

(1) Dams, turbines and generators used in hydroelectric power
facilities;

(2) Geothermal equipment to produce, distribute, or use geothermal
energy but only, in the case of electrical generation, equipment up
to the electrcal transmission stage; there is no existing building
or industrial process requirement;

(3) Equipment for producing a synthetic gaseous, liquid or solid
fuel, for producing chemicals from coal or lignite, and for producing
coke or coke gas;

(4) Handling equipment but not equipment used in conjunction
with hydroelectric or geothermal equipment; handling equipment at
facilities that process coal into coke or its byproducts would be
eligible;

(5) Solar and wind energy equipment installed in connection with
a new structure;

(6) Equipment to convert ocean thermal energy or tidal power into
useful forms of energy, and

(7) Equipment used in construction of, and in research and develop-
ment on, electric highway motor vehicles.

These provisions would be effective for investments after April 19,
1977, and before January 1, 1986.

Conference agreement
The conference agreement follows the House bill with the following

modifications.
The eligible equipment irneludes the Senate provision of equipment

for producing synthetic liquid, gaseous or solid fuel, but not coke or
coke gas, and equipment which uses coal (including lignite) as a feed-



stock forthe manufacture of chemicals or other products, except coke
or coke gas. Geothermal equipment is defined as in the Senate bill.

Hydroelectric and nuclear equipment, structures and dams are
excluded.

Solar and wind energy equipment are included, as defined in the
Senate amendment, and are eligible for a refundable credit. The
definition of solar equipment does not include so-called "passive solar"
equipment.

The additional investment credit for alternative energy property is
not available to the tax-exempt organizations that were included in the
Senate amendment: State and local governments and organizations
exempt under sections 501(c) (3) and (12). In addition, the credit is
not available to public utility property, as defined in section 46(f) (5) :
property used predominantly in the trade or business of the furnishing
or sale of:

(i) electrical energy, water, or sewage disposal services,
(ii) gas through a local distribution system,
(iii) telephone service, telegraph service by means of domestic

telegraph operations or other communication services, or
(iv) steam through a local distribution system or the trans-

portation of gas or steam by pipeline.
The additional credits, except those for solar and wind energy

equipment, are not refundable, but may be used to offset 100 percent
of tax liability. The rules for applying the limitations based on tax
liability to the use of the investment credit in combination with the
energy credits provided in the conference agreement will operate under
the following stacking order. A taxpayer first will apply the credits
attributable to section 38 property (not including the energy credits
provided in this agreement) against tax liability to the extent allowed
under current law. The first-in-first-out rule of section 46(a) will con-
tinue to apply with respect to the stacking of credits within the
limitation. Next, a taxpayer will apply the credits attributable to the
application of the energy percentage to energy property to the remain-
ing tax liability, up to 100 percfknt of that tar liability. Finallv, if
the energy credits exceed tax liability and any of the excess is attribut-
able to solar and wind energy credit, these latter amounts will be
treated as an overpayment of tax i.e., as if the amounts were allowed by
section 39.

The credits are available for eligible property acquired and placed in
service after September 30, 1978, and before January 2, 1983, to the
extent of basis attributable to this period.
27. Specially Defined Energy Property Tax Credit

House bill
An additional 10-percent investment credit is provided for this

category of energy property. The credit is limited to 50 percent of tax
liability. Qualifying property is required to be new depreciable prop-
erty, with a useful life of at least 3 years, used in connection with a
structure located in the United States. All categories of qualifying
property must satisfy performance and quality standards prescribed by
the Secretary. The recapture rules under the regular investment credit



also apply to this credit. The credit is reduced to 5 percent for property
financed by industrial development bonds.

Eligible property includes: (1) a recuperator, (2) a heat wheel, (3), a
regenerator, (4) a heat exchanger, (5) a waste heat boiler, (6) a heat
pipe, (7) an automatic energy control system, (8) a turbulator, (9) a
preheater, (10) a combustible gas recovery system, (11) an economizer,
or (12) any other property of a kind spec ified by the Secretary by
regulations, the principal purpose of which is reducing the amount ofenergy consumed in any existing industrial or commercial process and
which is installed in connection with an existing industrial or com-
mercial facility.

The additional credit a applies to investments in qualifying property
after April 19, 1977, and before January 1, 1983.

Senate amendment
The Senate made available the same 10-percent credit as the House

bill, but amended the House bill in several other respects.
The credit is refundable, under the same terms applicable to alterna-

tive energy property (No. 27 above).
The list of eligible property was expanded to include industrial heat

pumps; energy efficient repcement electric motors; fuel cells, gas
turbines and external combustion engines with demonstrated fuel
efficiency; fluorescent replacement lighting systems; and silicone con-
trolled rectifier units.

In addition, the Secretary's administrative authority has been ex-
tended to equipment that reduces the amount of heat wasted, and
equipment in this category of energy property may be installed in
connection with utility and agricultural facilities.

This credit applies to investments in qualifying property after
April 19, 1977, and before January 1, 1986.

Conference agreement
The conference agreement generally follows the House bill, but the

credit may be applied against 100 percent of tax liability as in the
Senate amendment. The Secretary is authorized to specify other
similar items of energy conservation equipment eligible for this credit,
including modifications which are made to existing industrial processes,
the principal purpose of which is the reduction in the amount of
energy consumed or heat wasted. The conferees expect the Secretary
to consult with Department of Energy and the Bureau of Standards
in determining additional items to be eligible as specially defined
energy property. The credit will be available for qualifying property
placed in service after September 30, 1978, and before January 1,
1983, and for qualified expenditures incurred during this period.
28. Energy Property Tax Credit

House bill
The additional nonrefundable 10-percent investment credit is

available for two additional types of energy property:
(1) Cogeneration property for the production of steam, heat or other

forms of useful energy and also electric energy; and
(2) Recycling equipment which is used exclusively in the recycling

of solid waste or to sort and prepare solid waste for recycling.



This credit is limited to 50 percent of tax liability and the addi-
tional credit is reduced to 5 percent if the property is financed in
whole or in part with industrial development bonds.

The credit applies to qualifying property placed in service after
April 19, 1977, and before January 1, 1983.

Senate amendment
Under the Senate amendment, the credit is an additional 10 percent,

applicable up to 100 percent of tax liability. Eligible property includes:
(1) Cogeneration property defined as in the House bill plus cogenera-

tion for agricultural purposes, and water purification and desalination.
(2) Recycling equipment defined as in the House bill, but the exclu-

sive use requirement is modified to permit use of up to 10 percent virgin
materials; in addition, eligible equipment includes recycling equipment
to the point where a marketable product' has been produced, e.g.,
newsprint paperboard, metal ingots, or textile fibers.

(3) Shale ol equipment which is used to mine, extract or produce
oil from oil-bearing shale rock;

(4) Transportation equi ment which includes commuter vans and
equipment designed to reduce energy consumption when added to
existing motor vehicles and commercial carriers;

(5) Equipment used to produce natural gas from geopressured brine;
(6) On-site electrical heat processing equipment which is replace-

ment equipment and which uses electricity produced with an alternate
substance; and

(7) Electric motor vehicles, primarily for use on public streets,
roads and highways, when purchased for use in a trade or business.

The credit applies to eligible equipment placed in service after
April 19, 1977, and before January 1, 1986.

Conference agreement
The conference agreement provides that the additional 10 percent

credit will be available to be a plied against 100 percent of tax liability.
Eligible property includes recyclingg equipment defined as in the
Senate bill, except that in the iron and steel industry, the credit is
limited to equipment used before the solid waste is reduced to a molten
state, (2) shale oil equipment, as in the Senate amendment, and (3)
equipment to produce natural gas from geopressured brine, as in the
Senate amendment. For the latter equipment, the rules of the Federal
Energy Regulatory Commison will bA applied to determine whichwell qualifies as a well producing natural gas from geepressured brine
under the terms of the definition in the Natural Gas cin Act, but
the Secretary of the Treasury will determine whether the equipmentused in connection with that well is eligible for the credit.

The additional credit will be available for eligible euipmeat acquired
or placed in service after September 30, 1978,. andbefore January 1,
1983, and for qualified expenditures in this period.
29. Investment Tax Credit for Business Insulation

House bill
The House bill makes all types of business insulation eligible for the

existing investment credit where added to existing buildings. This
includes structural insulation, insulation glass, storm doors, weather-



stripping and similar items which satisfy performance and quality
standards prescribed by the Secretary.

This credit applies to qualifying property placed in service after
April 19, 1977, and before January 1, 1983.

Senate amendment
The Senate amendment is the same as the House bill.

Conference agreement
The conference agreement does not include this provision.

30. Denial of Investment Tax Credit and Accelerated Depreciation
for Certain Property

House bill
Oil and natural gas fueled boilers and other combustors would

generally be ineligible for the investment tax credit and accelerated
methods of depreciation, unless either the use of coal was precluded by
air pollution regulations or the taxpayer's use of oil or gas was exempt
under the use tax provisions of the bill. Portable air conditioners and
space heaters would also be ineligible to receive the investment credit.

This provision applies to property placed in service after June 20,
1977, except for property under a binding contract on that date.

Senate amendment
No provision.

Conference agreement
The conference agreement generally follows the House provision,

modified to apply only to portable air conditioners, portable space
beaters and boilers fueled by oil or gas. Other combustors fueled by
oil or natural gas will not be subject to the investment tax credit and
accelerated depreciation denial rules under the conference agreement.
In addition, the conference agreement includes the range of exempt
uses under the House bill, which generally exempt from the provision
those uses which are not part of manufacturing, production or mining.
For example, an oil or gas fueled steam and electrical generation facility
will be considered an exempt use where the products (such as steam or
electricity) of the facility are provided for use by a group of exempt
activities (such as a group of offices or hospitals) and the furnishing of
electricity is not subject to rate regulation. In addition, the exempt
uses are extended to include combined cycle electric plants.

The provision applies to property p laced in service after Septem-
ber 30, 1978, except for property for wbich a binding contract was in
effect on that date.
31. Depreciation Allowance for Early Retirement or Replacement of

Oil or Gas Boilers
House bill

Special treatment is provided for depreciation of a natural gas or
oil- fueled boiler or other combustor which is retired or replaced before
the end of its originally determined useful life. The taxpayers will be
authorized to redetermine the useful life of an oil or natural gas-
fueled combustor and use this shortened useful life to depreciate the



remaining basis in the property (net of any salvage value). If this
treatment is elected, the taxpayer may use only the straight-line
method for depreciation of the remaining basis. In order to qualify
for this treatment, the taxpayer must establish to the satisfaction of
the Secretary that there is a reasonable foundation for the conclusion
that the combustor will in fact be retired or replaced at the end of the
shortened useful life. The taxpayer will be eligible to use this treat-
ment beginning with the taxable year in which the Secretary approves
the application o the taxpayer to redetermine the useful life of the
combustor under this provision. Recapture of excess depreciation
deductions (with interest) is required where the retirement or replace-
ment does not subsequently occur as scheduled.

This provision applies to tax years beginning after the date of
enactment.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.



F. TAX INCENTIVES FOR ALTERNATIVE ENERGY
SOURCES

32. Exemption for Interest on IDBs for Coal Gasification and
Liquefaction

House bill
No provision.

Senate amendment
Under present law, interest on State or local obligations generally is

exempt from Federal tax, except when the obligations are industrial
development bonds (i.e., the proceeds are to be used by a non-exempt
person). IDBs issued for certain specified purposes are exempt, but
coal gasification and liquefaction are not one of the exempt purposes.

Present law provides an exemption for bonds for facilities for the
local furnishing of electric energy or gas, but not if the facilities are
part of a system furnishing electricity or gas to more than two con-
tiguous counties (or their political equivalents).

The Senate amendment provides that industrial development bonds
for the furnishing of coal gasification and liquefaction facilities would
be exempt from Federal tax. The exemption would be allowed even if
the products of the facilities are furnished to more than two contiguous
counties. The provision applies with respect to obligations issued
after December 31, 1977.

Conference agreement
The conference agreement does not include this provision.

33. Exemption for Interest on IDBs for Bioconversion Facilities
for the Conversion of Wastes into Energy or Fuels

House bill
No provision.

Senate amendment
Under present law, interest on State or local obligations generally is

exempt from Federal tax, except when the obligations are industrial
development bonds (i.e., the proceeds are to be used by a non-exempt
person). IDBs issued for certain specified purposes are exempt, but
the conversion of waste into energy generally is not one of the exempt
purposes.

In the case of IDBs for sewage or solid waste disposal facilities, an
exemption is provided by present law but only if at least 65 percent of
the material processed is completely worthless.

Present law also provides an exemption for the local furnishing of
electric energy or gas, but not if the facilities are part of a system
furnishing electricity or gas to more than two contiguous counties
(or their political equivalents).



The Senate amendment provides that interest on industrial develop-
ment bonds for bioconversion facilities for the donversion of municipal
and agricultural wastes and other organic matter into energy or into
synthetic gaseous, liquid, or solid fuels would be exempt from Federal
tax. The exemption would be allowed even if less than 65 percent of
the materials processed are completely worthless, and even if the
products of the facilities are furnished to more than two contiguous
counties. The provision applies with respect to obligations issued
after December 31, 1977.

Conference agreement
The conference agreement does not include this provision.

34. Exemption for Interest on IDBs for Facilities for Local
Furnishing of Electricity or Gas

House bill
No provision.

Senate amendment
Under present law interest on State or local obligations generally is

exempt from Federal tax, except when the obligations are industrial
development bonds (i.e., the proceeds are to be used by a non-exempt
person). IDBs issued for certain specified purposes are exempt.

Present law provides an exemption for bondsor the local furnishing
of electric energy or gas, but not if the facilities are part of a system
furnishing electricity or gas to more than two contiguous counties
(or their political equivalents).

The Senate amendment extends the exemption from Federal tax on
interest from industrial development bonds for facilities for the
furnishing of electricity or gas to bonds issue by an authorized State
agency for facilities to produce electric energy that is consumed in more
than two contiguous counties within one State. The provision applies
with respect to obligations issued after December 31, 1977.

Conference agreement
The conference agreement does not include this provision.

35. Geothermal Provisions-Depletion for Geothermal Deposits
House bill

Under present law, geothermal resources are ineligible for percent-
age depletion deductions. However, the Ninth Circuit Court of Appeals
has ruled that certain geothermal steam deposits are gas wells and
are eligible for percentage depletion as natural gas. The various restric-
tions on ercentage depletion for oil and gas enacted in the Tax Re-
duction.et of 1975 do not apply to the gas produced from the deposits
involved in these court decisions.

The House bill provides a 10-percent deduction for depletion for
all resources from geothermal deposits, including natural gas produced
from geopressured brine. Under the House bill the amount of percent-
age depletion deductions allowable with respect to any geothermal
property may not exceed the taxpayer's adjusted cost basis in the
property.



Senate amendment
The Senate amendment provides percentage depletion for geother-

mal resources located in the United States or its possessions. It con-
tains a separate rule, described below, for gas produced from geo-
pressured brine.

For geothermal resources, the percentage of gross income from each
property which can be deducted as percentage depletion is 22 per-
cent for production in calendar years 1978 through 1980, 20 per-
cent for 1981, 18 percent for 1982, 16 percent for 1983, and 15 percent
for all years thereafter. Percentage depletion for geothermal resources
is not subject to the various limitations and restrictions relating
specifically to oil and gas which were enacted in the Tax Reduction
Act of 1975, The limitations enacted in 1975 are those which deny
percentage depletion to integrated oil companies, limit percentage

epletion for any taxpayer to 65 percent of taxable income, and limit
percentage depletion to the equivalent of a certain average dailyproduction of oil and gas. However, present law restrictions which

apply to percentage dep etion for all minerals apply to percentagedepletion for geothermal resources under the Senate' amendment.

Thus, the Senate amendment provides that depletion in excessof basis is an item of tax preference under the minimum tax, and that
percent depletion n any property is to be limited to 50 percent of

the taxable income from that property (computed without regard to

the deduction for depletion). Under the Senate amendment there
is no basis limitation on the amount of allowable depletion deductions.

Conference agreement
The conference agreement follows the Senate amendment. This

section of the conference agreement shall take effect on October 1,
1978, and shall apply to taxable years ending on or after October 1,
1978.
36. Geothermal Provisions--Depletion for Geopressured Natural

Gas
House bill . ...

Under present law, natural gas is eligible for percentage depleton

at a 22-percent rate. The rate is scheduled to phase down to 15 percent
by 1984. Integrated oil and gas producers generally may not clam
percentage dplton except for gas sold under pre1975 fixed price

contracts in which the price cannot be adjusted upward to reflect the
limitations on percentage depletion enacted in the Tax Reduction Act
of 1975. In addition, the amount of oil or gas eligible for percentage

depletion for any producer or royalty holder is limited to the equiva-

lent of 1,400 barrels per day in 1978 (scheduled to phase down to

1,000 barrels per day i 1980 and subsequent years). Percentage deple-

tion on oil ana gas is limited to 65 percent of taxable income computed

without -regard to the deduction for depletion. In addition, for any
property the allowable percentage depletion deduction is limited to 50

percent of the taxable income from that property computed without

regardto the deduction for depletion. .

ihe House bill contains no provision so ecifically relating to natural

gas produce from geopressured brine. NUder the House bill, geopres

sure brine is treated as a geothermal resource.



Senate amendment
The Senate amendment provides a 10-percent deduction for per-

centage depletion for natural gas produced from geopressured brine in
the United States or its possessions. The percentage depletion is not
limited to the taxpayer's adjusted basis in the property, nor is it sub-
ject to the various restrictions which apply to.perentage depletion
for oil and gas-the limitation on depletion deductions for integrated
ol' &W gas companies, the per barrel limitation, or the 65 percent of
taxable income limitation. However, the allowable deduction is sub-
ject to the restrictions on percentage depletion generally. The allow-
able deduction on any property is to be subject to the limitation that
it cannot exceed 50 percent of taxable income from the property (com-
puted without regard to the deduction for depletion), and depletion in
excess of adjusted basis is treated as an item of tax preference under
the minimum tax.

Under the Senate amendment, the definition of natural gas produced
from geopreesured brine is to be issued by the Secretary of the Tress-
ury in consultation with the Secretary of Energy.

The Senate amendment is effective for taxable years ending after
December 31, 1977.

Conference agreement
The conference agreement generally follows the Senate amendment

with the following modifications. The conference agreement provides
that the term "natura as produced from geopressured brine' is to be
precisely the same gas eligible for the special treatment under section
107(o)(2) of the Natural Gas Policy Act of 1978, and defined pursuant
to section 503 of that Act. The conferees intend that, because per-
centage depletion is not limited to natural gas produced from geo-
pressured brine but is available to a wide range of minerals, this pro-
vision is not to be construed to be a special tax provision or com-
parable adjustment under section 107(d) of that Act.

Ten-percent depletion for natural gas produced from geopressured
brine is to be allowed only for wells drilled after September 30, 1978,
and before January 1, 1984. Wells drilled within this period will con-
tinue to be entitled to percentage depletion for their entire producing
lives. However, wells drilled before and after these dates will be
treated as natural gas wells as under present law. This section of the
conference agreement shall take effect on October 1, 1978, and shall
apply to taxable years ending on or after October 1, 1978.
37. Geothermal Provisions-Intangible Drilling Costs: Option to

Deduct Drilling Costs

Hose M0
Under present law, oil and gas producers may elect to deduct

intangible drilling costs (IDCs) rather than capitalize them and gen-
erally may recover those costs as part of the depletion or depreciation
deduction. This election must be made for all of a taxpayer's oil and gas
wells.

The House bill extends similar treatment to geothermal wells and
provides that a separate election can be made for a taxpayer's geo-
thermal wells, on the one hand, and for his oil and gas wells on the other.



Under the House bill, wells producing natural gas from geopressured
brine are treated as geothermal wells, and intangible drilling costs for
wells producing natural gas from geopressured brne must be expensed
if a taxpayer elects to expense intangible drilling costs for his geo-
thermal wells.

Senate amendment
The Senate amendment is the same as the House bill except that it

provides for separate elections for (a) oil and gas wells, (b) geothermal
wells, and (c) wells producing natural gas from geopressured brine.

Conference agreement
The conference agreement allows an election to deduct IDCs for

geothermal wells. The election is to be separate from that for oil and gas
wells. The conference agreement does not change present law with
respect to wells producing natural gas from geopressured brine, so that
these will continue to be treated as natural gas wells for purposes of the
IDC election.

Because the conference agreement does not change the IDC treat-
ment of wells producing natural gas from geopressurized brine, the
conferees intend that this provision is not be to construed to be a special
tax provision or comparable adjustment under section 107(d) of the
Natural Gas Policy Act of 1078.

38. Geothermal Provisions--Intangible Drilling Costs: Applica-
tion of the Minimum Tax

House bill
Under present law, the deduction for intangible drilling costs on

productive wells in excess of the deduction which would have been
allowed with respect to those costs for that year through either 10-year
amortization or cost depletion (excess IDCs) is treated as a tax prefer-
ence item for purposes of the minimum tax for individuals.

In the Tax Reduction and Simplification Act of 1977, the Congress
provided that for taxable years beginning only in 1977, excess IDCs in
excess of oil and gas production income would constitute a tax pref-
erence item.

The House bill extends to geothermal properties for all future years
a provision similar to the minimum tax provision on intangible drilling
costs of individuals which was applcable for 1977. As a result, the
item of tax preference will be the amount (if any) by which the amount
of excess IDC's on geothermal properties in the taxable year is greater
than the amount of the net income of the taxpayer from geothermal
properties for the taxable year. Excess IDCs will be the amount of
IDCs on productive wells, reduced by the deduction which would
have been allowed with respect to those costs through cost depletion.
The amount of the net income of the taxpayer from geothermal
properties for the taxable year will be the excess of (a) the aggregate
amount of gross income (within the meaning of section 613(a)) from all
geothermal properties of the taxpayer received or accrued by the tax-
payer during the taxable year, over (b) the amount of any deductions
allocable to such properties (reduced by the excess IDCs) for such
taxable years.



Under the House bill, natural gas produced from geopressured
brine is treated as a geothermal resource for purposes of the minimum
tax.

Thisprovision applies to wells commenced on or after April 20, 1977,
in taxable years ending after that date.

Senate amendment
The Senate amendment is the same as the House bill, except that the

intangible drilling costs computation is to be made separately for geo-
thermal resources, natural gas from geopressured brine, and oil and
gas wells. Thus, the offset for related income in computing the mini-
mum tax preference is to be made separately for each of the three
categories.

Conference agreement
The conference agreement generally follows the House bill. In addi-

tion it continues the present law treatment of wells producing natural
gas from geopressured brine as gas wells. Thus, income and deductionsfrom wells producing natural gas from geopressured brine will continue
to be aggregated with income and deductions from all oil and gas
property for purposes of the related income offset under the minimum
tax.

The conference agreement with respect to the application of the
minimum tax to intangible drilling costs is the same as the rule
applicable to those costs for 1977. Thus, a taxpayer's IDC preference
is the amount (if any) by which the amount of excess IDCs arising
in the taxable year is greater than the amount of the taxpayer's net
income from oil and gas properties for the taxable year. The amount
of the excess IDCs arising in the taxable year is the excess of (i) the
IDCs paid or incurred in connection with oil and gas wells (other
than cost incurred in drilling a nonproductive well) allowable for the
taxable year, over (ii) the amount which would have been allowable
for the taxable year if such costs had been capitalized and straight
line recovery of intangibles had been used with respect to such costs.
The amount of the taxpayer's net income from oil and gas properties
for the taxable year is the excess of (i) the aggregated amount of
gross income (within the meaning of section 613(a)) from all oil and
gas properties of the taxpayer received or accrued during the taxable
year, over (ii) the amount of any deductions allocable to such proper-ties reduced by excess [D~s for that taxable year. The term.n "straight
line recovery of intangibles" means, except as described below,
ratable amortization of 1DCs over the 120-month period be inningwith the month in which production from the well begins. Altema-
tively, at the taxpayer's election, straight line recovery of intangibles
means any method which would be permitted fo purposes of deter-mining cost depletion with respect to such well and whch is selectedby the taxpayer for purposes of determining the IDC preference.
This section of the conference agreement shall take effect on October 1,
1978, and sha apply to taxable years ending on or after October 1,

1978.



39. Geothermal Provisions-Intangible Drilling Costs: Recapture
House bill

Under present law, the total of IDCs deducted, reduced by the
amount of IDCs which would have been deductible had those costs
been capitalized and deducted through cost depletion, is subject to
recapture upon a disposition of an oil and gas property.

The House bill extends present law to geothermal (including geo-
pressured natural gas) properties, and applies it separately from
recapture as to oil and gas properties. This provision would apply to
wells commeaced on or after April 20, 1977, in taxable years ending
after that date.

Senate amendment
The Senate amendment is the same as the House bill, except that oil

and gas, geothermal, and geopressured natural gas properties would be
treated separately.

Conference agreement
The conference agreement essentially follows the House bill in

applying recapture to geothermal wells. However, geopressured
natural gas wells are to be treated as gas wells as under present law.
This section of the conference agreement shall take effect on October 1,
1978, and shall apply to taxable years ending on or after October 1,
1978.
40. Geothermal Provisions-Intangible Drilling Costs: At Risk

Limitation
House bill

Under present law, the amount of any las (otherwise allowable for
the year) which may be deducted in connection with exploring for, or
exploiting, oil and gas cannot exceed the aggregate amount with
respect to which the taxpayer is at risk with regard to the property
at the close of the taxable year.

The House bill extends present law to geothermal (including geo-
pressured natural gas) properties, and treats developing those prop-
erties as an activity separate from developing oil and gas properties.
This provision would apply to wells commenced on or after April 20,
1977, in taxable years ending after that date.

Senate amendment
The Senate amendment is the same as the House bill, except that

exploiting and developing oil and gas, geothermal, and geopressured
natural gas are treated as separate activities.

Conference agreement
The conference agreement follows the House bill. However, geo-

pressured natural gas is aggregated with oil and gas as one activity.
This section of the conference agreement shall take effect on October 1,
1978, and shall apply to taxable years endig on or after October 1,
1978.
41. Percentage Depletion for Peat

House bill
No provision.



Senate amendment
Under present law, peat is allowed 5 percent depletion.
The Senate amendment allows a 10-percent depletion deduction for

peat from U.S. deposits which is used as fuel or otherwise to produce
energy. (Peat for other purposes is still allowed 5 percent depletion.)
This provision applies to taxable years ending after December 31,
1977.

Conference agreement
The conference agreement does not include this provision.

42. Production Credits for Nonconventional Oil and Gas
House bill

No provision.
Senate amendment

Present law contains no provision for production incentives.
The Senate amendment provides nonrefundable income tax credits

for production of nonconventional oil and gas in or offshore of the
United States or its possessions. The credits are:

(a) $3 per barrel for shale oil;
(b3 $3 per barrel for oil from tar sands;
(a) 50 cents per mcf for geopressured natural gas; and
(d) 50 cents for tight rock formation gas.

Credits are allowed according to the ratio of the taxpayer's gross in-
come from the property to total gross income from the property.
Credits are reduceron a project-by-project basis according to the
ratio between Federal grants for equipment and facilities and total
investment in equipment and facilities for nonconventional energy
processes. The credits apply for taxable years beginning alter Decem-
ber 31, 1977.

Conference agreement
The conference agreement does not include these provisions.



G. LIMITATION OF PRESIDENT'S AUTHORITY TO ADJUST
OIL IMPORTS; IMPORT ADJUSTMENT TAX CREDIT

43. Amendments to Trade Expansion Act of 1962
House bill

No provision.
Senate amendment

Under present law, the President may adjust imports of petroleum
or petroleum products by quotas or monetary exactions (tariffs,
duties, or fees) so that such imports do not threaten national security.

The Senate amendment nullifies the President's authority to adjust
imports of petroleum or petroleum products under section 232(b) of
the Trade Expansion Act of 1962, except for:

(a) military and defense emergencies involving national se-
curity; or

(b) adjustments of imports of refined petroleum products for
reasons of national security.

The Senate amendment expressly recognizes the close relation
between national security and a U.S. refining industry competitive
with foreign refineries. Present law contains no such provision.

The amendment also provides for a 2-House veto of any proposed
Presidential adjustment of imports of refined petroleum products
under the Trade Expansion Act of 1962 authority within 30 days of
the proposal's transmittal to Congress.

The amendment requires the President to establish procedures for
refunding all or part of any increased tariff, fees, etc., on imported
refined petroleum products to a public utility which demonstrates that
it imports such products solely because of the unavailability of do-
mestic supplies (regardless of price) of such product or of alternate
domestic fuels or energy sources. Present law has no comparable
provision.

Conference agreement
The conference agreement does not include this provision.

44. Amendments to Trade Act of 1974
House bill

No provision.
Senate amendment

Present law allows the President to impose or increase duties on
any import pursuant to trade agreements with foreign countries.
He also may designate imports from a developing country for duty-
free import treatment.

The Senate amendment bars the presidential imposition of, or in-
crease in, import duties on petroleum or petroleum products pursuant
to trade agreements with foreign countries under authority granted the



President in Title I of the Trade Act of 1974, and also prohibits the
President from designating imported petroleum or petroleum products
as eligible articles for duty-free import treatment under TitleV of the
Trade Act of 1974.

This provision is effective as of the date of enactment.
Conference agreement

The conference agreement does not include this provision.
45. Refined Petroleum Product Import Adjustment Tax Credit

House bill
No provision.

Senate amendment
The Senate amendment provides a refundable tax credit for the

cost of purchasing refined petroleum products (both imported and
domestic) for use in tax-exempt residences, hospitals, churches and
schools.

The amount of credit is determined by multi plying units of such
products used by an adjustment amount. The a!justment amount is
determined by dividing the net revenues from any increased duty or
fee imposed by the President under section 232(f) of the Trade Ex-
pansion Act of 1962 on imported refined petroleum products by the
number of units used for qualified uses.

Present law contains no comparable provision.
The provision would be effective in taxable years beginning after

December 31, 1976.
Conference agreement

The conference agreement does not include this provision.



H. OTHER PROVISIONS

46. Intangible Drilling Cost Deductions for Oil and Gas Wells
and the Minimum Tax

House bill
Under present law, the deduction for intangible drilling costs on

productive wells in excess of the deduction which would have been
allowed with respect to those costs for that year through either 10-
year amortization or cost depletion (excess IDCs) is treated as a tax
preference item for purposes of the minimum tax for individuals.

In the Tax Reduction and Simplification Act of 1977, Congress
provided that for taxable years beginning only in 1977, the tax pref-
erence would be excess IDCs in excess of oil and gas production income.

The House bill extends for all future years the minimum tax pro-
vision on intangible drilling costs of individuals which was applicable
for 1977. Thus, with respect to all oil and gas properties of the tax-
payer, the tax preference will be the amount (if any) by which the
amount of excess IDCs arising in the taxable year is greater than the
amount of the net income of the taxpayer from oil and gas properties
for the taxable year. The amount of the net income of the taxpayer
from oil and gas properties for the taxable year is the excess of (a)
the aggregate amount of gross income (wit in the meaning of sec-
tion 613(a)) from all oil and gas properties of the taxpayer received
or accrued by the taxpayer during the taxable year, over (b) the
amount of any deductions allocable to such properties, reduced by
excess IDCs, for such taxable year.

These provisions are effective for taxable years ending December 31,
1977.

Senate amendment
The Senate amendment is the same as the House bill.

Conference agreement
The conference agreement follows the House bill and the Senate

amendment.
The conference agreement with respect to the application of the

minimum tax to intangible drilling costs is the same as the rule ap-
plicable to those costs for 1977. Thus, a taxpayer's IDC preference is
the amount (if any) by which the amount of excess IDCs arising in
the taxable year is greater than the amount of the taxpayer's net
income from oil and gas properties for the taxable year. The amount
of the excess IDCs arising in the taxable year is the excess of (i) the
IDCs paid or incurred in connection with oil and gas wells (other than
cost incurred in drilling a nonproductive well) allowable for the tax-
able year, over (ii) the amount which would have been allowable for
the taxable year if such costs had ,been capitalized and straight line
recovery of intangibles had been used with respect to such costs. The

(79)



amount of the taxpayer's net income from oil and gas properties for
the taxable year is the excess of (i) the aggregated amount of gross
income (within the meaning of section 613(a)) from all oil and gas
properties of the taxpayer received or accrued during the taxable
year, over (ii) the amount of any deductions allocable to such prop-
erties reduced by excess IDCs for that taxable year. The term "straight
line recovery of intangibles" means, except as described below, ratable
amortization of IDCs over the 120-month period beginning with the
month in which production from the well begins. ilternatively, at
the taxpayer's election, straight line recovery of intangibles means
any method which would be permitted for purposes of determining cost
depletion with respect to such well and] which is selected by the
taxpayer for purposes of determining the IDC preference.
47. Rerefined Lubricating Oil

House bill
Under present law, a 6-cent-per-gallon manufacturers excise tax is

imposed on lubricating oil (other than cutting oils) sold in the United
States by a manufacturer or producer, or used anywhere by a manu-
facturer or producer. The sale of recycled oil is not subject to the tax
unless the recycled oil is mixed with new lubricating oil. In such a case,
the excise tax is imposed on the portion of the mixture which consists
of new lubricating oil.

The House bill exempts the sale of lubricating oil from the 6-cent-
per-gallon manufacturers excise tax where the lubricating oil is sold
for use in a mixture with previously used or waste lubricating oil
which has been cleaned, renovated, or rerefined.

For the exemption to apply, the blend of old and new oil must con-
sist of 25 percent or more of waste or rerefined oil. All of the new oil in a
mixture is to Tbe exempt from the excise tax if the blend contains 55
percent or less new ol. If the mixture contains more than 55 percent
new oil, the excise tax exemption applies only with regard to the por-
tion of the new oil that does not exceed 55 percent of the mixture.

The provision is effective for sales on or after the first day of the
first calendar month beginning more than 10 days after enactment.

Senate amendment
The Senate amendment is the same as the House bill.

Conference agreement
The conference agreement follows the House bill and the Senate

amendment.
4& Annual Report on Energy and Revenue Effects of the Bill

House bill
The House bill requires the President to submit an annual report to

the Congress every August after 1977. The report is to provide esti-
mates of the amount of revenue increases or decreases resulting from
each energy tax provision, and an evaluation of the extent to which
each provision has resulted in increased energy conservation and pro-
duction. The President is expected to include in his report the petro-
leum (or natural gas) savings resulting from each provision and the
extent of any shifts from petroleum and natural gas to other materials



resulting from each provision. This provision is effective upon
enactment.

Senate amendment
The Senate amendment is the same as the House bill.

Conference agreement
The conference agreement does not include this provision.

49. White House Conference on Energy Conservation, and Na-
tional Energy Conservation Planning and Advisory Council

House bill
No provision.

Senate amendment
The Senate amendment requires the President to convene a White

House Conference on Energy to assess problems and make recom-
mendations relating to energy conservation, no later than Decem-
ber 31, 1978.

Conference agreement
The conference agreement does not include this provision.

50. Suspension of Import Duty on Insulation Materials
House bill

No provision.
Senate amendment

The Senate amendment suspends present law import duties on glass
fiber, mineral wool and related insulation materials, and boric acid
with respect to material entered or withdrawn from warehouse for
consumption. The suspension of duty would be effective through
June 30, 1979.

Conference agreement
The conference agreement does not include this provision.

51. Energy Stamp Program
House bill

No provision.
Senate amendment

The Senate amendment authorizes annual appropriations of $25 mil-
lion for each of fiscal years 1978, 1979, and 1980, for five pilot projects
to demonstrate an energy-stamp program providing financial assistance
to low- and fixed-income households (homeowners or apartment
dwellers) for residential energy costs. Participants must pay one-
third the value of energy stamps received.

The authorization applies for fiscal years 1978-80.
There is no comparable program in present law.

Conference agreement
The conference agreement does not include this provision.



52. Expedited Consideration of Authorization for US. Oil Pipe-
lines From West Coast

House bill
No provision.

Senate amendment
The Senate amendment sets deadlines and otherwise expedites con-

sideration of Federal authorizations for proposed U.S. pip e systemsto carry crude oil supplies inland from the West Coast. The Senate
amendment also expedites judicial review of any such authorizations.

This provision is effective upon enactment.
Conference agreement

The conference agreement does not include this provision.
53. Coordination of Effective Dates With the Congressional

Budget Act
House bill

No provision.
Senate amendment

The Senate amendment provides that notwithstanding any other
provision of the amendment, the Secretary of Treasury is to postpone
(but not later than September 30, 1978) any of the effective dates of
the amendment to insure that revenues for the fiscal year 1978 will
not be less than $397 billion.

Conference agreement
The conference agreement does not include this provision.

54. Sense of the Senate Regarding Revenue Loss From the Bill
for Fiscal Year 1978

House bill
No provision.

Senate amendment
The Senate amendment expresses the sense of the Senate that the

conferees on the part of the Senate shall, to the extent practical, limit
the revenue loss from this amendment to $972 million for the fiscal
year 1978.

Conference agreement
The conference agreement does not include this provision.



APPENDIX: BUDGET EFFECTS OF ENERGY TAX PROVISIONS OF H.R. 5263

Table 1.-Budget Effects on House, Senate and Conference Versions of the Energy Tax Provisions
of HJL. 5263

[In mdllions of dollars

Houe Sent Confernee

Itm Iffy 180 191 1992 Ila I1790 1ogo IMI 19112 Ila 131713 180 1is1 1se2 19113

RuWenaw faM ra
Credit for Insulaton and other energy-

coarving components ------------- -- 827 -4M -18 -54 -7
Credit or solar and wind energy expend!-

Into .... ------- - ..-----------...-...- -- 80 -2 -71 -87 -111

Subtotal ------------------------------- 907 -5M -8M -633 -w

Tax crank for hows emny costs:
Energy cost credit for the elderhr...------------.............-.....Tax credit for increased redtal esyg

costs attributable to imported oL -----------------------------------------..
T ax credit for hom e heating o l costsa ........................................... .....
Tax credit for home heating extended to

-ote ----------------------------------------------------...................---------
Subtotal --------------------------------------------------------------

-4112 -1,21
-74 -22

-I,180 -1,304

laumoflaion taz preo lonw
Oasguzler tax ------------------------- 100 100 100 15 150-------------------------- -- (1) 45 50 100
Repeal of deduction for State and local tax

ong oline -------------------------- 896 859 944 1.0 9 1,148 ------------------.-.--......................... ......................... .......... ....
Tar extension to 1N5 of existing rte on

gasoline and other motor fuels ---------------- 3,302 404 3,496 3585 -------- 3,32 3,404 3,496 3,585 -------------------------------------------
Exemption or reduction of tax rte for ofr-
tain blended hiels ........ _-- .. ... . . .. . .. . . .. . . .. . .. . . .. . .-2----) () .)6 (3) (2) () () -6

Deni ofceredkon~iinidfttD
nonhighway use of gasoline and amend-
ment oftmotor boatful provisions--------- 4 4 4 4 4 4 4 4 4 (1) 4 4 4 4

Removal of excise tax on bums ... ------- 2 -9 -9 -9 -9 -2 - - -9 -9 -2 -9 --9 9
Removal of exclse tax on bus l...... -6 -3 -3 3 -3 -6 3 -3 -3 -3 -2 -3 3 -3 -3
Removal of excise tax on certain items

used in connection with intercity local
and school bues ----------------------- 2 -1 -13 -13 13 -26 -13 -13 -13 -13 -11 -3 -13 -13 -13

Vnoollng Incentives -----------------............-------........---------------- () () ) () Q) () () () (I) ()Crdt for qualfied electric and hydrogen2 --

motor vehicles ....................... 0) -4 1 -4 -3 -- --5 - --- ------------------------..........--

Subtotal ................. ...... 94 4,239 4426 4,647 4,853 -54 3,2118 3,379 3,470 3,.50 -35 -21 24 29 73

See footnotes at end of table.

----. - - . --- -- ------.... ...-- .-.- .....----

-- - - - - - ------------ ...... ..... ...----- _ . . ---



Table l--Budget Effects on House, Senate and Conference Versions of the Energy Tax Provisions
of H.R. 5263--Continued

a. Sente Coas..m

Itm iw IM IMi a01 IS IMn 1M o I1211 ni 1 3 IWV IMO 118 1182 1 3

Oude oil qual ization and natural ga. liquid
t.......ask.--------------------2,768 8,61111,657 3 - -_...........

SKrd air i on b Ilnes e of of aend "alr gar
after inome tax owut D ........ -26 M so 104 M ---------

OChner. In buflnae Innnmset credU to enour-
ve eonservatlen of eoaerf lI .from oRl end

P* or to encourage new eri tecrn og:
Altrnative conservation and new tech-

nology credits ' ------------------------ 4 - -16 -073 -793 -401 -2,348
Investment credit disallowed on property

financed with credits .................... 67 184 238 231 295 ---------
Investment credit denied and deprea-

tion limited to tst, hotline on oil or gm
boilers and aIr'conJitoning and space
beaters _-------------------------- 204 121 114 13 go .-.....

ftbtotal --------------------- -------- M -11 -11 -Mi -47 -2,118

Tax intetfar rvat in to alternative fue aourc:
Use of Industrial development bonds for

coal gasification and lIquslactlon and
bloconveruion facilities .....------- ------------------------------ - - -- 16

Percentage aepletion:
Pat .......................- ------------------------------------
Geothermal ........-.................. (') (1) (') (') j;
Geopresamnted mothan .................--------.............----------------------------

------------- .---.... ...-...- .......-.-- .- ...- ..- ...-- .- ........-- ..- ----------- -

21 31 6 33 ------------------------------------------

-1,58 -I,850 -2,164 -2,450 -21 -891 -4N -597 -41

-----------------------------------------------------

-.- ..- ------ -- --......... 42 98 09 93 9

-1,f -1,0 -2.16 -2456 -179 -93 -? -Ot -M

-- --- ()O --- - --- - --- --- --- -- -

-8 --------- -1 -8 - -8



Option to deduct Intangible drilling costs:
Geotherm l ............ l.--........ -15 -17 -21 -2D -20 -28
G eopressarized m ethane th------------ . ----.. .... ne.... .......... ------------- - 26

Tex credits for production of oil and gas
from nononventlonal sources:

SO cents credit per mc! of geopressur-
ed methane ga....-----------------------------------.----------------------------------

50 cents credit per mcrof gas from non-
conventional source ...............- ------ - - -. ....----------------------------------------

$8 credit per barrel of shale oil and oil
from tar suads ------------------......------------------..-----------..

SubtotaL --------------------- -15 -17 -21 -20 -20 -92

Migsaeeloue proiblosin
Treatment of Intangible drilling costs for

purposes of minimum tax -------------- 51 -61 -7 -84 -w -51
Rerefned lubrcating il- ----------- --6 -3 --3 - --a -6
Duty on building Insulation materials and

related materials-.-....... ........ ......----------------------------------------2

Subtotal ------------------------------- 57 -64 -76 --87 -ID -59

Toa-..........-------------------- --zI '12,4o 15,064 7,249 4,41 -7,045

-18 -21 -31 -30 -10 -18 -21 -28 -u0
-17 -18 -2D -2D -11 -18 -17 -18 -- 19

- 7 - 14 - 22 -31 -------------------------------------------

-29 -58 -0O M 1----------------------........ -------------

-48 -83 - 128 -176 -----------------------... ..................

-147 -246 -362 -492 -21 -35 -48 -53 -a

-61 -73 -84 -97 -51 -81 -73 -84 -97
-3 -3 -3 -3 -2 -a -a -3 -3

-64 -76 -87 -O1 -53 -64 -76 -87 -100

-z,42 -z,44 -3,2 -3,335 -1.004 -847 -m -1,11 -1,0

*Figures may reflect liabilities of prior years.

Less than $1,000.00M
3 Less than 1,0OO,O0KO
* The revenue estimates shown under the Senate version have been revised from the

omusmble =ures in the Conference Comparison document dated July 12 1978.
This pro*isn has been included in H. . I3611 (The Revenue Act of 1978), as pased

the House and by the Senate.

* This provision (for a 5-year extension) has been Included in H. R. 11733 (The Highway
Revenue Act of 1978) as passed the House and the Senate.

d Under the House version additional credits could be claimed against the bumnes age
tax of oil and psa.

* These figures repent revised estimates and are higher than those shown in the
Conference Comparison document dated July 12 1978.



Table 2.-Estimated Budget Effect of the Tax Credits1 for Busi-
ness Qualified Property by Type of Property As Agreed to by
the Conference Committee, Fiscal Years 197943

[In millions of dollars]

Credit provision 1979 1980 1981 1982 1983

Alternative energy property 2_ -36 -90 -156 -227 -191
Specially defined energy prop-

erty - - - - - - - - - - - - - - - - -  -145 -236 -261 -278 -207
Shale oil equipment ....--------- 7 -15 -21 -27 -20
Geopressurized methane

eqmpment ---------------- 6 -9 -9 -9 -6
Solar and wind energy

property ------------------ 7 -10 -15 -19 -13
Recycling equipment 3------- -20 -31 -34 -37 -21

Total ----------------- 221 -391 -496 -597 -458

1 10-percent nonrefundable credit effective after Sept. 30, 1978.
2 industrial (nonutility) equipment, primarily, nonoil or gas-burning boilers,

combustors, and pollution control and handling equipment.
8 Only if applied to or within a structure in existence before Oct. 1, 1979.

RussELL B. LoxG,
HERMAN E. TALMADGE,
ABRAHAM RmicoFF,
MIKE GRAVEL,
LwYD BzNsoN,
WILLiAM D. HATHA WAY,
SPARK M. NATSUNAGA,
DANZIEL MOYNIHAN,
CARL T. CURTs,
ROBERT DOLE,
BOB PACKWOOD,
PAUL LAXALT,

Mamger on th Part of the Senate.
AL ULLMA,
THOMs L. AsmLmy,
HARLEY 0. STAGGERS,
DICK BoLnaxo,
THoMAs S. FoLEY,
DAN ROsTEKOWSKI,
JAMES C. CORA .,
JOE D. WAGGONER,
CHALsS B. R&sxo,
JOHN D. DINzan±,
PAUL G. ROGERS,
BOB EcKHAmr,
PHIL SHARP,
TOBY M rOFFEr,
CHARLES WILSON,
Hnn y- S. Rwss,
Wnj Ax A. STGER,
Jon ANDERSON,
GAR BuowN,

Manager on the Part of the House.


