








THE U.S. HOUSE OF REPRESENTATIVES BTU TAX PROPOSAL

In January 1993, the Clinton administration proposed a broad-based
energy tax. A previous study examines the impact of the original proposal on
Kansas Farms (Williams, Delano, and Langemeier 1993). This study considers
the impact of the House Ways and Means Committee;s modified proposal, which is
briefly outlined below. The analysis is based upon the bill passed by the
U.S. House of Representatives on May 27, 1993. Agriculture is not exempt from
BTU taxes under this proposal.

A base rate of $0.268 per million BTU's would be imposed on all taxable
fossil fuel energy sources. A supplemental tax of $0.342 per million BTU's (a
total rate of $0.61 per million BTU’s) would be imposed on all petroleum
products other than heating oil, diesel fuel and gasoline used on farms, and
liquified petroleum gases. On January 1 of each year beginning in 1998, the
tax rates would be indexed for inflation using the implicit price deflator for
the gross domestic product. Fossil fuels used to generate electricity would
be exempt; all electricity would be taxed at rates set on a utility-by-utility
basis, which would reflect the fuel mix actually used to generéte the
electricity.

Actual BTU content would be used to determine the tax on coal. For all
other fossil fuels, the tax generally would be determined on the national
average BTU content specified for that type of fuel. The tax on hydro- and
nuclear-generated electricity would be calculated using the national average
of BTU's required to produce fossil fuel-generated electricity (10,335 BTU's
per kilowatt-hour of electricity).

The tax on natural gas would be imposed at the retail level for pipeline

gas removed by a local distribution company (LDC), with secondary liability on



























Table 2. Comparison of Energy Tax Scenarios.

Farm Type and

Farm Management Association Area

Energy Tax Scenario NW SW NC SC NE SE
Average Farm
Admin. Orig. Prop.1 $2.535 ST 45 ESTH085 $1,678 Si 272 $1,192
HR w/o F&C Exemptz $1,546 $2,120 Si/31E $976 $873 $821
Percent Reduction® 39% 33% 33% 42% 3% 31%
HR with F&C Exempt‘ $1,150 $1,658 $401 $601 $520 $466
Percent Reduction® 55% 47% 63% 64% 59% 61%
Dryland Farm
Admin. Orig. Prop.! $1,672 $1,998 $1,311 $1,811 Sie87:32 $1,595
HR w/o F&C Exempt? S927 " S17045 772 '§1,028 51,122 $984
Percent Reduction® 45% 48% 41% 43% 35% 38%
HR with F&C Exempt“ $580 $704 $458 $635 $659 $566
Percent Reduction® 65% 65% 65% 65% 62% 65%
Irrigated Farm
Admin. Orig. Prop.} $4,312  $4,527 ---  $2,909
HR w/o F&C Exempt? S2MT0 TR S 3 4] --- §1,596 --- ---
Percent Reduction?® 35% 26% --- 45% ---
HR with F&C Exempt* S2A37° 582 1638 --- 81,042 --- ---
Percent Reduction® 50% 42% =< 64% S -

[

Clinton Administration’s original BTU tax proposal.
U.S. House of Representatives' proposal assuming feedstock fuels for
fertilizers and chemicals are not exempt.
Percent reduction from the Administration’s proposal.
U.S. House of Representatives’ proposal assuming feedstock fuels for
fertilizers and chemicals are exempt.
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Table 4. Production Cost Increase from a BTU Energy Tax by Crop Enterprise

- Irrigated
Cost
Budget per Cost
Crop and Irrigation Type Number  Acre per Unit
Wheat
Center-Pivot Irrigated Wheat 583
Natural Gas $2 772955 0:05/bu
Diesel $2.01 $0.04/bu.
Electricity $2.08 $0.04/bu.
Flood-Irrigated Wheat 590
Natural Gas $2.68 $0.05/bu.
Diesel $1.98 $0.04/bu.
Electricity $2.05 $0.04/bu.
Grain Sorghum
Flood Limited-Irrigated Grain Sorghum 5i7:9
Natural Gas $2.74 $0.03/bu.
Diesel $2.05 $0.02/bu.
Electricity $2.12 $0.03/bu.
Flood-Irrigated Grain Sorghum 580
Natural Gas $3.87 $0.03/bu.
Diesel 525 B3NS OR03/bult
Electricity $2.93 $0.03/bu.
Center-Pivot Irrigated Grain Sorghum 582
Natural Gas $3.95 $0.03/bu.
Diesel $2.88 $0.03/bu.
Electricity $3.00 $0.03/bu.
Center-Pivot Limited Irrigated Grain Sorghum 587
Natural Gas $2.76.150.03/bu,
Diesel $2.04 $0.02/bu.
Electricity $2.12 $0.03/bu.
Center-Pivot Irrigated Sorghum Silage 998
Natural Gas $4.13 $0.17/ton
Diesel $3.06 $0.12/ton
Electricity $3.18  S0.13/ton
Corn
Flood-Irrigated Corn 578
Natural Gas $5.42 $0.04/bu.
Diesel $4.03 $0.03/bu.
Electricity $4.17 $0.03/bu.
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