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A BILL

To establish the Energy Independence Authority, a government
corporation with authority to provide financing and economic
assistance for those sectors of the national economy which
are important to the development of domestic sources and

the conservation of energy and the attainment of energy
independence for the United States in a manner consistent
with the protection of the environment; to improve Federal
government operations so as to assist in the expediting of
regulatory procedures which affect energy development; and
for other purposes.

Be it enacted by the Senate and House of Representatives

of the United States of America in Congress assembled, That

this Act may be cited as the "Energy Independence Authority

-
Act of 1975".

Title I. Findings and Purposes

Section 101. Findings.

The Congress finds and declares that:

(a) The achievement of energy independence for the
United States by 1985 and the long-term security of energy
sources and supplies are essential to the health of the
national economy, the well being of our citizens and the

maintenance of national security.




(b) Attainment of energy independence by the United
States in a timely manner and in a manner consistent with
the protection of the environment is not likely without
financial commitments beyond those likely to be forthcoming
from traditional capital sources in the traditional manner.

(c) Energy independence for the United States can be
accomplished by reducing imports of energy resources and
increasing domestic supply of energy resources so that the
political and economic vulnerability of the United States to
disruptions in oil imports is reduced.

(d) Achieving the goal of energy independence in an
expeditious manner which gives due regard to the need to
protect the environment can be facilitated by establishing
an independent entity of limited duration which will provide
additional capital, where possible in conjunction with
private sources of capital, to assist the development and
conservation of domestic energy resources and by encouraging
the prompt resolution of questions coming before federal

regulatory or licensing entities.

Section 102. Purposes.

It is the purpose of this Act:

(a) To encourage and assure the flow of capital funds
to those sectors of the national economy which are important

to the development of domestic sources of energy or which

are otherwise important to the attainment of energy indepen-
dence for the United States by 1985 or the long-term security
of energy sources and supplies, and to expedite and facilitate
Federal regulatory and licensing decision-making;

(b) To provide financial assistance, where possible by
the making or guaranteeing of loans in conjunction with
private sector financing, for those activities which show
the greatest potential of contributing to the development of
domestic sources or the conservation of energy in a manner
which preserves economically sound and competitive industry
sectors, while minimizing any economic distortion or disruption
of competitive forces;

(c) To hasten the commercial operation of new energy
technologies subsequent to the research and development
phase;

(d) To'develop domestic sources of energy in a manner
which gives due regard to the need to protect the environment;

(e) To supplement and encourage, and not compete with,
private capital investment and activities in the development
of domestic sources of energy, recognizing that the private
sector must play the primary role in such development; and

(f) To assist in carrying out the foregoing purposes
through the creation of the Energy Independence Authority, a
self-liquidating corporate entity of limited duration formed

to provide financial assistance for projects that will



contribute significantly to the attainment of energy indepen-
dence by the United States, and by providing for the timely
and orderly liquidation of the Authority's investments and

undertakings.

Title II. Corporate Status, General Powers,
Subsidiaries and Tax Status

Section 20l1. Establishment.

(a) There is hereby created a body corporate, to be
known as the Energy Independence Authority (hereafter
referred to as the "Authority").

(b) The principal office of the Authority shall be
located in the District of Columbia, but there may be estab-
lished agencies or branch offices in such other places as

may be determined by the Board of Directors of the Authority.

Section 202. General Powers.

In carrying out the purposes of this Act, the Authority
shall have ﬁhe power :

(a) To adopt, alter, and rescind bylaws and to adopt
and alter a corporate seal, which shall be judicially
noticed;

(b} To make contracts with individuals and private or

governmental entities;

(c) To lease or purchase and to dispose of such real
property as may be necessary for the transaction of its
business;

(d) To acquire and dispose of personal and intangible
property (including money);

(e) To sue and be sued, subject to the provisions of
Section 707 of this Act, in its corporate name and to
complain and defend in any court of competent jurisdiction,
State or Federal;

(f) To represent itself or to contract for representa-
tion in all judicial and other legal proceedings notwithstanding
the provisions of Title 28 of the United States Code or any
other provision of law;

(g) Subject to the provisions of Section 502 of this
Act, to selegﬁ, employ, and fix the compensation of such
officers, employees, attorneys, and agents as shall be
necessary for the transaction of the business of the Authority
and to define their authorities and duties, require bonds of
them and fix the penalties thereof;

(h) To make provision for and designate such committees,
and the functions thereof, as the Board of Directors may
deem necessary or desirable;

(1) To determine and prescribe the manner in which
obligations of the Authority shall be incurred and its
expenses allowed and paid;

(j) To exercise all other lawful powers necessarily or

reasonably related to the establishment and conduct of a




corporate entity, to the achievement of its purposes and the
exercise of its powers, purposes, functions, duties and
authorized activities;

({k} To use the United States mails on the same terms

and conditions as the executive departments of the United
States Government; and

(1) WwWith the consent of any board, commission, indepen-
dent establishment, or executive department of the executive
branch to make use of services and facilities thereof, with
or without reimbursement, in carrying out the provisions of
this Act.

Section 203. Subsidiaries.

{(a) In accordance with the procedure set forth in
subsection (e) of this section, the Authority may create or
cause to be created one or more wholly-owned subsidiary
corporations to carry out one or more of the functions in ]
which the Authority is authorized to engage pursuant to this
Act. Each such corporation so created is hereafter referred
to as a "Subsidiary”.

(b) Each Subsidiary shall have and enjoy the same
privileges and immunities under the laws of the United
States and the several States and their political subdivisions
as the Authority, and shall have such functions and powers
as shall be provided in its charter, provided that no charter

shall grant authority for a Subsidiary to engage in a

function or to exercise a power which would be beyond the
functions or powers of the Authority under this Act.

(c}) Any provision of this Act which limits or restricts
the functions, powers or financial commitments of the Authority
shall be deemed to apply to each Subsidiary.

(d) For the purposes of any provision of this Act
which relates to the financial condition of the Authority,

the Authority and the Subsidiaries shall be treated on a

consolidated basis in accordance with generally accepted

accounting principles. All reports, including audits,
relating to the Authority which are required under this Act
shall include all Subsidiaries.

(e) The functions and powers of every Subsidiary shall
be set out in a charter which shall be valid only when
certified copies thereof are filed with the Secretary of the
Senate and tﬁe Clerk of the House of Representatives and
published in the Federal Register, and all amendments to
such charters shall be valid only when similarly filed and
published. No Subsidiary shall have a term of existence
beyond the authorized life of the Authority.

(£) The Directors of the Authority shall serve as the
Directors of each Subsidiary and the Chairman of the Board
of the Authority shall serve as the Chairman of the Board of

each Subsidiary, and neither the Chairman nor the Directors

shall be entitled to compensation for their services to a



Subsidiary except as provided in Section 501 of this Act.
The provisions of subsections (b) through (f) of Section 502
of this Act shall be deemed to apply to each Subsidiary,
provided that any provision of such subsections which limits
the number of any category of officers or employees shall be
deemed to apply to the Authority and all Subsidiaries taken
collectively. Officers and employees of a Subsidiary shall
have the same rights and liabilities as officers and employees
of the Authority under this Act.

(g) Nothing in this section shall be deemed to prevent
the Authority from investing funds of the Authority in

corporations other than Subsidiaries.

Section 204. Tax Status.

The Authority, its franchise, capital, reserves,
surplus, and income shall be exempt from all taxation now or
hereafter imposed by the United States, by any territory,
dependency, or possession thereof, or by any State, county,
municipality or local taxing authority; except that: (i)
any real property owned in fee by the Authority shall be
subject to State, territorial, county, municipal, or other
local taxation to the same extent, according to its value,
as other similarly situated and used real property, without
discrimination in the valuation, classification or assessment
thereof, and (ii) any entity acquired or established, or

activity undertaken, by the Authority (except financial

assistance as that term is defined in Section 301 of this
Act) which engages directly in the production, conservation,
transportation, transmission, distribution or sale of energy,
fuels or energy-related commodities, facilities or products,
shall be subject to taxes imposed by the United States or
any State or subdivision thereof in the same manner as if
such entity or activity were not acquired, established or

undertaken by the Authority.

Title III. Financial Assistance

Section 301. General Definitions.

As used in this Act: (i) the term "business concern"
shall mean any individual, corporation, company, association,
firm, partne;ship, joint venture, society, or other private
entity which is engaged, or proposes to engage, in projects
involving energy development, production, transportation,
transmission, distribution or conservation, and (ii) the
term "financial assistance" shall mean any form of advance,

extension of credit, investment, participation or guarantee,

including, without limitation, loans, guarantees of obligations,

guarantees of price, purchase and leaseback of facilities,
and the purchase of convertible or equity securities, but

excluding grants-in-aid.

594-770 O - 75 - 2




- 10 -

Section 302. Authorization of Financial Assistance.

Subject to the limitations set forth in this title, the
Authority is authorized and empowered, in its sole discretion
and upon such terms and conditions as it may determine, to
provide financial assistance to any business concern which
is engaged, or proposes to engage, in a project described in
subsection 303(b) in order to enable such business concern
to finance the ownership, construction, conversion, or
expansion of productive facilities; or the acquisition of
equipment, plant, machinery, supplies, or materials or the
acquisition or development of land, mineral rights and
services; or to provide such business concern with working
capital needed to carry out the project in an efficient
manner. Financial assistance, and the terms and conditions
thereof, may be renewed, modified, or extended by the Board
of Directors as it may determine. No provision of this Act
shall be deemed or construed so as to require or obligate
the Authority to provide financial assistance to any indivi-
dual project.or particular type of project. To the extent
practicable, in the judgment of the Board of Directors,
financial assistance provided under this title shall be in
the form of loans and loan guarantees, rather than equity
investment or guarantees of price. All contractual commitments
of the Authority to provide financial assistance shall be
general obligations of the United States backed by its full

faith and credit.
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Section 303. Projects to Which Financial Assistance may
be Provided.

(a) The Authority is empowered to provide financial
assistance for any project, described in subsection (b)
below, if, in the judgment of the Board of Directors, such
project will make a significant contribution to the achievement
of energy independence by the United States or the long term
security of energy supplies for the United States and would
not receive sufficient financing upon commercially reasonable
terms from other sources to make the project commercially
feasible; provided, however, that the maximum amount of
financing from sources other than the Authority, preferably
private sources, shall be sought in connection with any
project for which financial assistance is provided.

(b) The Authority shall provide financial assistance
for only thoge projects which in the judgment of the Board
of Directors:

(1) employ, or would stimulate the application
of, technologies, processes or techniques which are
essential to the development, production, transpor-
tation, transmission, or conservation of energy and
which are not in widespread domestic commercial use at
the time of the Authority's commitment of financial
assistance; or

(2) employ, or would stimulate the application

of, technologies, processes or techniques which are
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essential to the production or use of nuclear power; or

(3) employ, or would stimulate the application

of, technologies, processes or techniques for the

generation of electricity from fuel sources other than

0il or natural gas or for the transmission of such
electricity; or

. (4) employ technologies, processes or techniques

for the development, production, transportation or r

transmission of energy which at the time of the Authority's
commitment of financial assistance are in widespread
domestic commercial use, provided that such project is

(i) either of such size or scope that it would not be

undertaken without the assistance of the Authority, or

(ii) involves an institutional or regulatory arrange-
ment not in widespread domestic commercial use the
success of which would lead to improvements in the
development or production of energy, or individual
transportation or transmission facilities related to
projects described in clauses (i) or (ii); or

(5) employ, or would stimulate the application
of, technologies, processes or techniques for the
protection of the environment necessary in connection
with activities of a type described in paragraphs

(1) through (4).
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Limitations on Provision of Financial
Assistance.

Section 304.

(a) Financial assistance provided by the Authority
shall be made upon such terms, and subject to such conditions
and restrictions, as shall be deemed by the Board of Directors
to be commensurate with the purposes of this Act and the
needs of the recipient. Adequate provision shall be made by
the Authority to insure that, when financial assistance
provided by the Authority results in the profitable operation
of a project, the Authority shares in such profits on a
basis commensurate with the degree of risk assumed by the
Authority. Financial assistance will be provided in a
manner which, to the extent possible, does not enhance
unduly the recipient's competitive position.

(b) The Authority shall not provide financial assistance
to a project’ which would otherwise qualify for such financial
assistance if, in the judgment of the Board of Directors:

(i) such project involves technology which is in the research
and development phase; or (ii) the project applicant does

not display satisfactory levels of efficiency, management
capacity or similar factors which are customarily considered
by private sources of financing before making an investment
decision.

(c) The Authority may provide financial assistance for

a project conducted by a business concern whose rates are
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regulated by any state or local regulatory body only if: (i)

the state or local regulatory body regulating such rates has

issued a certificate of necessity for the project as prescribed

by the Authority and (ii) such state or local regulatory
body, the business concern so regulated and the Authority
have entered into a three party agreement which shall

reqﬁire the state or local regulatory body to permit, without
prior hearing, quarterly rate adjustments on a basis such
that had such adjustment been in effect for the twelve
preceding months the net earnings of the business concern
would have provided a minimum level of coverage of annualized
interest charges. The Authority shall establish the minimum
level of coverage of annualized interest charges, to be
applied uniformly until changed, which shall, in the judgment
of the Board of Directors, be sufficient to assure repayment
of the Authority's investment and restore the credit rating
of the business concern so regulated to a level capable of
obtaining cdnventional capital at favorable interest rates
without addi£ional financial assistance from the Authority.
For the purposes of this subsection: (i) the term "net
earnings" shall mean actual earnings before total interest
charges and taxes on income adjusted for the annualization

of any rate changes during the preceding twelve months, and

(ii) the term "annualized interest charges" shall mean the

R SR oo "
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annualized amount of total interest charges, including
interest components of leases and rents, but excluding any
effect of future debt issues.

(d) No financial assistance may be provided unless an
application therefor has been submitted to the Authority in
such manner and containing such information as the Authority
may require, and the Authority has reviewed such application,
taking into account competitive alternatives to meet the same
energy need. Nothing herein shall preclude the Authority
from providing financial assistance to two or more similar
projects if it determines such assistance is appropriate and
consistent with the purposes of this Act.

(e) In no case shall the aggregate amount of financial
assistance made or committed under this title to any one
business concern or affiliated business concerns exceed at
any one tim€ 10 per centum of the sum of the original
authorized capital stock of the Authority and the aggregate
principal amount which the Authority is originally authorized
to borrow, without regard to any reduction of such authorized
capital stock or borrowing level pursuant to section 311l.

Section 305. Loans Made by the Authority.

Each loan made under this title shall bear interest at

such rate as the Board of Directors of the Authority may
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determine, giving consideration to the needs and capacities
of their recipient, the prevailing rates of interest (public
and private) and the need of the Authority to sustain con-
tinuing operations out of returns on investment; provided,
however, that such rate shall not be less than the greater
of:
(i) the then current estimated borrowing costs
of the Authority for borrowings of comparable maturity
to the loan plus a reasonable amount to cover adminis-
trative expenses, or
(ii) the interest rate paid by credit worthy
borrowers to private lenders for borrowings on comparable
terms (other than interest rate) for projects of a
similar nature, taking into account generally available
indices of credit worthiness and, where applicable, the
purpose and effect of any three party agreement as
provided in Section 304(c);
provided, further, however, that in a case in which sufficient
information .is not available to make the computation described
in clause (ii), such rate shall not be less than the rate
specified in clause (i). Except as provided in Section 308
of this title, all loans provided by the Authority shall, in
the opinion of the Board of Directors, be made upon such
terms as to reasonably assure retirement or repayment, and

may be made or effected either directly or in cooperation

- 17 -
with banks or other lending institutions. Loans may be made
directly upon promissory notes or by way of discount or
rediscount of obligations tendered for the purpose. Subject
to the provisions of Section 312 of this Act, the Authority
under such conditions as it shall prescribe, may take over
or provide for the administration and liquidation of any

collateral accepted by it as security for such loans.

Section 306. Loan Guarantees Made by the Authority.

The Authority is specifically authorized, on such terms
and conditions as the Board of Directors may prescribe, to
guarantee any lender against loss of principal and interest’
on securities, obligations, or loans (including refinancings
thereof) issued to provide funds to any business concern
where such funds substantially contribute to accomplishment
of the purpdses of‘this Act. All guarantees entered into by
the Authority under this section shall constitute general
obligations of the United States of America backed by the
full faith and credit of the Government of the United States
of America. Any guarantee made by the Authority under this

section shall not be terminated, canceled or otherwise
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revoked, except in accordance with the terms thereof; shall
be conclusive evidence that such guarantee complies fully
with the provisions of this Act and of the approval and
legality of the principal amount, interest rate, and all
other terms of the securitieé, obligations, or loans and of
the guarantee; and shall be valid and incontestable in the
hands of a holder of a guaranteed security, obligation, or‘
loan, except for fraud or material misrepresentation on the
part of such holder. Prior to issuing any such guarantee or
making any other type of commitment to provide financial
assistance which would have substantially the same legal
effect and substantially the same effect on the market for
United States government obligations as a guarantee by the
Authority, both as determined by the Secretary of the Treasury,
the Authority shall obtain the concurrence of the Secretary
of the Treasury as to the timing and substantial terms and
conditions of such guarantee or commitment. vThe Authority
shall be subrogated to the rights of any third party receiving
payments of interest or principal out of funds provided by

the Authority under a guarantee arrangement authorized

hereunder.
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Section 307. Limitation on Total Amount of Financial Assistance.

The total amount of financial assistance by the Authority
outstanding at any time, computed to include the sum of: (i)
the full amount of the‘Authority's actual and potential
liability under all guarantees, (ii) reserves for all other
contingent liabilities, and (iii) all loans and other forms
of financial assistance authorized under this section, all
as determined under generally accepted accounting principles,
shall not exceed the sum of: (i) the authorized capital of
the Authority and (ii) the amount the Authority is authorized

to borrow under Section 402 of this Act.

Section 308. Limitation on Certain Types of Financial
Assistance.

The Auéhority may make high~-risk loans or direct invest-
ments, or provide product price guarantees or other direct
financial assistance, which in the judgment of the Board of
Directors will further the purposes of this Act. The Board
of Directors shall create such reserves as may be necessary
to meet contingent liabilities which may be created under
this section; provided, however, that notwithstanding any

other provision of this Act, the Authority may not provide




any financial assistance (except pursuant to previously made
binding commitments) or make any further commitments for
financial assistance if, after audit, the Authority is
required under generally accepted accounting principles to
establish a reserve or reserves for bad debts, price support
com@itments, contingent liabilities, or other unrealized
losses, but excluding any reserve with respect to liabilities
incurred pursuant to section 401 of this Act, which reserves
in the aggregate exceed the sum of (i) the Authority's
authorized capital stock previously paid-in (whether or not
then outstanding), (ii) its earned surplus, and (iii) net
gains realized upon dispositions described in Section 311
(whether or not the proceeds thereof have been previously
applied to retirement of the Authority's obligations and
capital stock ), all of which shall be determined in accordance

with generally accepted accounting principles.

Section 309. Fees.
The Authority shall charge reasonable fees for issuing
guarantees and for making commitments to provide other forms

of financial assistance pursuant to this title.

Section 310. Disposition of Secu‘ities.

The Authority may sell in pu‘aic or private transactions

all or any part of the common or preferred stock, capital
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notes, bonds or any other evidences of indebtedness or

ownership acquired by the Authority pursuant to this title.

Section 311l. Application of Proceeds from Retirement
of Financial Assistance.

(a) Upon the sale by the Authority of any stock, bond
or other evidence of ownership or indebtedness or any other
asset acquired by the Authority in consideration for the
extension of financial assistance or upon the repayment by
any business concern of any loan or upon the cancellation of
any guarantee or other contingent liability constituting
financial assistance (other than cancellation of a commitment
to extend financial assistance prior to the extension of
such assistance), any proceeds therefrom shall, except to
the extent provided in subsection (b), be immediately applied
to retire al}] indebtedness of the Authority issued pursuant
to Title IV of this Act, in accordance with the terms of
such indebtedness, and thereafter to redeem all outstanding
capital stock of the Authority. For the purposes of Section
307 of this Act, each such sale or other disposition shall
automatically reduce the authorized borrowing or authorized
capital stock of the Authority, as the case may be, by an
amount equal to the amount of financial assistance liguidated
by such sale or other disposition.

(b) Notwithstanding any provision of subsection (a),

any gain realized by the Authority in connection with any
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transaction referred to in such subsection may be retained
by the Authority to the extent of any losses theretofore
realized by the Authority (with respect to which losses
funds have not theretofore been retained pursuant to this

subsection).

Section 312. Control of Operating Assets.

(a) As used in this section: (i) the term "operating
asset" shall mean any real or personal property used in the
development, production, transportation, transmission,
distribution or conservation of fuel or electric power, and
(ii) the term "control" shall méan the power to direct the
use or disposition of operating assets, through direct
ownership or through ownership of a majority of voting
securities of a corporation or other entity owning or leasing
operating assets; provided, however, that "control" shall
not be deemed to result from the ownership of operating
assets which are leased to and in the possession ofkparties
independent .of the Authority.

(b) The Authority shall not acquire or retain control
of operating assets, except:

(i) When control is acquired by foreclosure of a

security interest or pursuant to a default under a

lease, and such control is not retained for more than

four years, or
(ii) When control is acquired prior to the com-

mencement of commercial use of the operating assets and
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ig retained for no more than two years after commencement

of commercial use.

Section 313. Access to Information.

Every applicant for financial assistance under this Act
shall, as a condition precedent thereto, consent to such
examinations as the Authority may require for the purposes
of this Act, and shall further consent that any reports of

examinations of the applicant by constituted authorities may
be furnished by such authorities to the Authority upon
request therefor. The Authority shall require such reports

as it deems necessary from any business concern receiving
financial assistance under this Act regarding activities
carried out pufsuant to this Act. The Authority is authorized
to prescribe the keeping of records with respect to all

financial assistance and shall have access to such records

at all reasonable times for the purpose of insuring compliance
. - - . . . .

with the terms and conditions upon which financial assistance

was provided.

Section 314. Advisory Panel.

The President may appoint a panel, of such duration,
organization and membership as he may deem appropriate, to
study and report to the President, the Congress and the

Authority concerning the effects of issuance of obligations

and provision of financial assistance by the Authority on
the functioning of the nation's capital markets, including

effects upon the volume and distribution of capital flows to

and within the energy development sector of the economy, and

such other related matters as the President may specify.
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Title IV. Capitalization and Finance

Section 401. Capital Stock of the Authority and Dividends.

The Authority shall have capital stock of $25,000,000,000,
subscribed by the United States of America acting by and
through the Secretary of the Treasury, payment for which
shall be subject to call in whole or in part by the Board of
Directors of the Authority and subject to the availability
of appropriations therefor. There is hereby authorized to
be appropriated to the Secretary of the Treasury $25,000,000,000
for this purpose. Not later than 180 days after the close
of each fiscal year of the Authority, the Authority shall
declare and shall thereafter pay a dividend on its outstanding
capital stock, in an amount determined in the discretion of
the Board of Directors but not less than the amount, computed
by multiplying a percentage determined by the Secretary of
the Treasury, taking into account the current average annual
percentage yield on marketable obligations of the United
States as of the close of such fiscal year, times the paid
in value of such outstanding capital stock; provided, however,
that the Authority may defer payment of any such dividend if
the Authority has no earned surplus as of the close of such
fiscal year or the Board of Directors determines that the
funds otherwise available for payment of the dividend should,

in furtherance of the purposes of this Act, be used to
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provide financial assistance pursuant to Title IIT of this
Act. Any dividend deferred pursuant to this section shall,
until paid, bear interest at a rate, determined by the

Secretary of the Treasury and adjusted at the commencement

of each fiscal year, taking into consideration the then

current average annual percentage yield on marketable obligations

of the United States.

Section 402. Obligations of the Authority.

(a) The Authority is authorized to issue and to have
outstanding at any one time notes, debentures, bonds, or
other obligations in the aggregate principal amount of
$75,000,000,000; provided, however, that the Authority
shall not issue any such obligation without the prior
concurrence of the Secretary of the Treasury as to the
method, souége, interest rate, timing and other terms and
conditions of such obligation. The Secretary of the Treasury
may direct that any such issuance by the Authority be sold
to the Department of Treasury for its own account or to the
Federal Financing Bank.

(b) For purposes of purchasing the obligations of the
Authority pursuant to this Section 402, the Secretary of the
Treasury is authorized to use as a public debt transaction

the proceeds from the sale of any securities hereafter

issued under the Second Liberty Bond Act, and the purposes
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Section 405. Forms of Notes, Bonds and Other Obligations.

In order that the Authority may be supplied with such
forms of notes, debentures, bonds, or other such obligations
as it may need for issuance under this Act, the Secretary of
the Treasury is authorized to prepare such forms as shall be
suitable and approved by the Authority, to be held in the
Treasury subject to delivery, upon order of the Authority.
The engraved plates, dies, bed pieces, and so forth, executed
in connection therewith shall remain in the custody of the
Secretary of the Treasury. The Authority shall reimburse
the Secretary of the Treasury for any expenses incurred in
the preparation, custody, and delivery of such notes,

debentures, bonds, or other obligations.

Section 406. Moneys of the Authority.

All moneys of the Authority not otherwise employed may
be:

(a) deposited with the Treasury of the United States
subject to withdrawal by the Authority, by check drawn on
the Treasury of the United States by a Treasury disbursing
officer, or

(b} with the approval of the Secretary of the Treasury,

deposited in any Federal Reserve bank, or

R

- 29 -

(c) with the approval of the Secretary of the Treasury,
and by authorization of the Board of Directors of the Authority,
used in the purchase for redemption and retirement of any
notes, debentures, bonds, or other obligations issued by the

Authority.

Title V. Management

Section 501. Board of Directors.

(a) The power of the Authority to act shall be vested
in the Board of Directors, except as to those functions,
powers and duties assigned to the Chairman of the Board as
provided in this Act and such matters as may be delegated to
the Chairman, directors and officers of the Authority pursuant
to this tit#e. The Board of Directors shall consist of five
voting members appointed by the President by and with the
advice and consent of the Senate, who shall hold office at
the pleasure of the President. The President shall designate
one of such members as Chairman of the Board, and shall have
the power at any time and from time to time to designate a
new Chairman of the Board from among the members of the
Board. Of the five members of the Board, not more than
three shall be members of any one political party. The

Chairman shall devote his full working time to the affairs
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of the Authority (and its Subsidiaries) and shall hold no
other salaried position.

(b) With respect to each Director, other than the
Director who shall serve as Chairman of the Board, the
President shall determine whether such Director shall serve
in a full-time or part-time capacity (including service as
a Director of any Subsidiaries). Directors who are serving
part-time may hold other positions but shall devote such
time to the affairs of the Authority (and its Subsidiaries)
as is necessary to discharge their duties. Directors who
are serving full-time shall devote their full working time
to the affairs of the Authority (and its Subsidiaries)
including such responsibkilities as may be assigned by the
Board of Directors or the Chairman of the Board, and shall
hold no other salaried position. Directors of the Authority,
whether serving full-time or part-time, shall be compensated
at an annual or daily rate to be determined by the President.
Directors shall be reimbursed for reasonable expenses which
are incurred in connection with their services as Directors
of the Authority and its Subsidiaries.

{c) Before assuming office, each Director shall take
an ocath faithfully to discharge the duties thereof. Whenever
a vacancy shall occur on the Board of Directors, the President

shall, with the advice and consent of the Senate, appoint a
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person to f£ill such vacancy. All Directors shall be citizens
of the United States.

(d) The Board shall meet at any time pursuant to the
call of the Chairman and as may be provided by the bylaws of
the Authority. A majority of the duly appointed and serving
Directors shall constitute a quorum, and any action by the
Board shall be effected by majority vote of a quorum. The
Board of Directors shall adopt, and from time to time
amend, such bylaws as are necessary for the proper management

and functioning of the Authority.

Section 502. Officers and Employees.

(a) The Chairman of the Board shall be the chief
executive officer of the Authority, and as such shall be
responsiblesfor the management and direction of the Authority
(including the making of expenditures associated with
administration of the Authority). The President shall fix
the compensation of the Chairman of the Board.

(b) The Chairman of the Board may appoint and fix the
compensation of all such personnel as may be necessary for
the transaction of the Authority's business in accordance,
except as otherwise authorized in subsections (c) and (4),

with the provisions of Title 5 of the United States Code.
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Except as expressly provided in this section, Title 5 of the
United States Code shall apply to such personnel in the same
manner and under the same conditions required for the civil
service generally.

(c) In addition to the number of positions which may
be placed in GS-16, 17 and 18 under existing law, not to
exceed 100 positions may be placed in GS-16, 17 and 18. The
provisions of Title 5 of the United States Code governing
" classification and appointment in the competitive service
shall not apply to twenty-five of such positions, as designated
by the Chairman of the Board.

(d) In addition to personnel authorized to be employed
under other provisions of this section, a reasonable number
of executive officers may be employed by the Authority, on
terms and conditions specified by the Chairman of the Board,
under employment agreements for terms not exceeding five
years and without regard to the provisions of Title 5 of the
United States Code governing classification and appointments
in the competitive service and without regard to the laws,
including Title 5 of the United States Code, which fix
compensation for officers and employees of the United States.
Without prejudice to rights under any employment agreement
any person appointed by the Chairman pursuant to this sub-

section may be removed in the discretion of the Chairman.
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(e) The Chairman shall define the duties of the officers
and employees of the Authority, and provide a system of
organization to fix responsibility and promote efficiency.

(f) The Chairman of the Board shall have authority to
obtain the services and fix the compensation of experts and
consultants in accordance with the provisions of Section 3109
of Title 5 of the United States Code.

(g) Under such regulations as the President may prescribe,
officers and employees of the Government who are appointed,
without a break in service, to any position for carrying out
functions under this Act are entitled, upon separation from
such position other than for cause within three years of
employment, to reemployment in the position occupied at the
time of appointment or in a position of comparable grade and
salary to tpat held with Authority.

(1) The employees of the Authority, including full-
time Directors and the individuals described in subsection
{d}), shall be considered employees of the United States
Government for purposes of eligibility for benefits related

to employment.

Section 503. Conflicts of Interest.

The provisions of Chapter 11 of Title 18, United

States Code, shall apply to the directors and all officers
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and the number, functions and compensation of persons
employed or under contract by the Authority at salary rates
exceeding $2,500 per month.

(b) The Authority shall submit to the Congress and the
President an annual report containing the audited financial
statements and report prepared by the independent public
accountants pursuant to Section 505. The annual report

shall also contain, in addition to the information required

in the quarterly report, a general description of the Authority's

operations during the year, a specific description of each
project or activity in which the Authority is involved, a
status report on each such project or activity, and an
evaluation of the contribution which the project or activity
has made and is expected to make in fulfilling the purposes
of this Act (including, where possible, a precise statement
of the amount of domestic energy produced or to be produced
thereby) .

(c) On.or before June 30, 1983, the Authority shall
submit to the Congress and the President a report evaluating
the overall impact made by the Authority and describing the
status of each then current activity or program of financial
assistance. This report shall contain a Liquidation Plan.
The Liquidiation Plan shall describe in the greatest detail
practicable how each activity, project or obligation involving

financial assistance, and every substantial asset or liability
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of the Authority will be liquidated, terminated, satisfied,
sold, transferred or otherwise disposed of. Each annual
report thereafter made by the Authority will describe what
progress is being made in effecting such Liquidation Plan.

(d) On or before January 31, 1986, the Authority shall
submit to the President a report setting forth the recommen-
dation as to whether or not the existence of the Authority
should be extended for the limited period and purpose described

in Section 803(c).

Section 507. Records of Outside Contacts.

The Authority shall develop and publish procedures for
recording communications received (in writing or otherwise)
from persons outside the Authority, including private individuals
and public officials, expressing an opinion or viewpoint on
the merits &8r terms of any proposal that the Authority
extend financial assistance pursuant to Title III of this
Act. The Authority shall establish procedures for making

such records available to the public upon request.

Title VI. Federal Agency Proceedings

Section 601. Definitions.

As used in this title:
(a) The term "Federal agency" means an "Executive
agency" as defined in 5 U.S.C. 105, including an independent

regulatory commission.
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(b) The term "energy project" means any activity in
connection with the planning, initiation, construction or
operation of facilities involving the production, distribution,
transmission or transportation of energy, fuels, or energy-
related bommodities, faéilities or products. |

(¢) The term "license" means "license" as defined in
S U.é.c. 551(8) and the term "licensing" means "licensing"
as defined in 5 U.S.C. 551(9).

(d) The term "proceedings" means any action taken by a
Federal agency in initiating or carrying out the process
leading to granting or denying a license for an energy
project.

(e) The term "Administration” means the Federal Energy

Administration or any successor entity thereto.

Section 602. Expediting Functions of the Federal Energy
Administration.

(a) The Administration shall have the following duties
and authorities in the energy project licensing process:

(1) The Administration shall keep apprised of the
processing of energy project licensing proceedings at the
Federal, local, state and regional levels and, where appropriate
and consistent with applicable Federal, state and local law,

may suggest procedures for expediting such Federal proceedings
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and similar local, state or regional review and for consolidating
Federal, local, state and regional applications and actions

to reduce duplication of effort and expedite the overall
licensing process.

(2) When a Federal agency has rendered any preliminary
or final decision in the course of a proceeding, the Administra-
tion may, where the applicable law or rules and regulations
of the Federal agency permit administrative appeal or recon-
sideration: (i) request such Federal agency to reconsider
its decision, by way of appeal or otherwise, or (ii) join in
any such administrative appeal or petition for reconsideration
by the applicant. Any petition brought by the Administration
or in which the Administration joins shall be granted or
denied within 30 days of receipt by the Federal agency to
which the p%pition is addressed.

(b) The Administration may, if it deems it desirable
and in the interest of expediting proceedings, develop and
promulgate a composite form of license application which
shall be the sole application required by all Federal agencies
with regard to the review and approval of all or a portion
of, as the form may specify, the proceedings related to an
energy project. In such event, the Administration may

also provide that such composite license applications be

filed only with the Administration, in which case the Administration

shall promptly forward the license applications, or relevant
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portions thereof, to the Federal agencies required by law to
consider them. Such a composite license application may be
composed of removable and insertable sections ia order to
accomodate the information necessary for different energy
project licensing decisions. The Administration shall
consult with Federal agencies having licensing authority
over energy projects prior to promulgating any form of
composite license application, and such agencies shall
cooperate with the Administration in developing such an
application. Nothing in this section shall preclude any
Federal agency from requesting, in an individual case, such
additional information relating to public health and safety
or such other essential information as may be necessary to

carry out its licensing functions.

Section 603. Certification by the Federal Energy Administration.

(a) The Administration may certify that an energy
project, whether or not receiving financial assistance from
the authority, is of critical importance to the achievement
of the purposes of this Act (hereafter referred to as
"certification”). In determining whether or not an energy
project is critical to the achievement of such purposes, the
Administration shall consider, among other factors, the

contribution that the energy project itself would make to
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the achievement of energy independence and the stimulative
effect that its successful and expeditious completion and
operation would have on additional similar projects. The
Administration shall briefly state, in any certification it
issues, the facts and reasoning supporting its finding that
the energy project in question is of such critical importance.
The Administration may suspend or cancel such certification;
provided, however that prior to such suspension or cancellation
the party on whose behalf the certification was given shall
be allowed an opportunity to express its views on the proposed
suspension or cancellation. The action of the Administration
in granting, denying, suspending or cancelling such certification
shall be final and conclusive for all purposes with respect
to all questions of law and fact and not subject to review
by a court by mandamus or otherwise.

(b) Certification shall be made by the Administration
only pursuant to application therefor in form and substance
satisfactory to the Administration. The application shall
state the reasons why the applicant believes such certification
is appropriate.

(c) The Administration, within 40 days of receiving
and accepting an application for certification, shall publish
in the Federal Register a notice of the requested certifica-
tion, including pertinent parts of the application therefor,

inviting written comments from the public on such regquested
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certification for a period of 20 days. The Administration
shall consider such comments and act on the application
within 20 days of the closihg of the public comment period.
In deciding whether or not to certify an energy project as
critically important, the Administration shall consider the
need for Federal agencies to complete all licensing decisions
without undue delay and the effect which certifications
(individually and cumulatively) will have on the orderly
handling of licensing decisions by the affected Federal
agencies.

(d) The recipient of a certification may submit it to
any Federal agency which is authorized by law to license or
review any part or any phase of the energy project to which
the certification relates, including the initiation, develop-
ment, completion or operation of the energy project.

(e) Any Federal agency which receives a certification
shall forthwith commence all necessary proceedings which may
be required for the licensing of any aspect of the affected
energy project, and is authorized to give such proceedings
preference over all other questions pending before it except
other proceedings involving similar certifications. Diligent
efforts shall be made to complete all such proceedings and
render a decision within 18 months (or such shorter period
as the Administration may for good cause specify) from the
date of submission of the certification to such Federal

agency.
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(f) Each Federal agency which conducts proceedings
related to energy projects shall, within 90 days of the
enactment of this Act and in cooperation with the Administration,
promulgate regulations implementing procedures to carry out
the expedited treatment required by this title. Such procedures
shall include reports from the Federal agency to the Administra-
tion, in such form and at such frequency as they shall
agree, on the progress of proceedings.

(g) Each federal agency shall report semi-annually
(commencing on the July 1 or January 1 first occurring after
the enactment of this Act) to the Congress and to the President
with respect to each certified matter in which the federal
agency has not completed any proceeding or rendered a
decision within 18 months from the date of certification, or
such shorter period as the Administration may have specified
pursuant to $ubsection (e): (i) the reasons therefor; (ii)
actions being taken to complete the proceedings as expeditiously
as possible; (iii) the measures being taken to prevent such
delays in the future; and (iv) any recommendations for
further legislation which such Federal agency deems advisable
for the purposes of avoiding such delays.

(h) Certification by the Administration as contemplated
by this section shall not be considered a major Federal

action significantly affecting the quality of the human
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environment within the meaning of Section 102(2) (C) of the

National Environmental Policy Act of 1969.

Section 604. Judicial Review.

Any judicial review of a Federal agency's final action
concerning an energy project which has been certified under
Secgion 603 of this Act, and appeals therefrom, shall take
precedence on the docket over all cases, except as to cases
which the court considers of greater importance, and shall
be assigned for hearing and trial or for argument at the

earliest practicable date and expedited in every way.

Title VII. Unlawful Acts and Penalties

Section 701. False Statements.

Whoever makes any statement, knowing it to be false, or
willfully overvalues any security, for the purpose of obtaining
for himself or for any applicant any loan or extension
thereof by renewal, deferment of action, or otherwise, or
the acceptance, release, or substitution of security therefor,
or for the purpose of influencing in any way the action of
the Authority or a Subsidiary, or for the purpose of obtaining
money, property, contract rights or anything of value, under

this Act, shall be punished by a fine of not more than
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$5,000 or by imprisonment for not more than two years, or

both.

Section 702. Forgery.

Whoever (1) falsely makes, forges, or counterfeits any
rote, debenture, bond, or other obligation, or coupon, in
imitation of or purporting to be a note, debenture, bond, or
other obligation, coupon or thing of value issued by the
Authority or a Subsidiary, or (2) passes, utters or publishes,
or attempts to pass, utter or publish, any false, forged or
counterfeited note, debenture, bond, or other obligation,
coupon or thing of value purporting to have been issued by
the Authority or a Subsidiary, knowing the same to be false,
forged or counterfeited, or (3) falsely alters any note,
debenture, bond, or other obligation, or coupon, issued or
purporting g; have been issued by the Authority or a Subsidiary,
or (4) passes, utters or publishes, or attempts to pass,
utter or publish, as true any falsely altered or spurious
note, debenture, bond, or other obligation coupon or thing
of value issued or purporting to have been issued by the
Authority or a Subsidiary, knowing the same to be falsely
altered or spurious, shall be punished by a fine of not more

than $10,000 or by imprisonment for not more than five

years, or both.
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Section 703. Misappropriation of Funds and Unauthorized
Activitiles.

Whoever, being connected in any capacity with the
Authority or a Subsidiary, (1) embezzles, abstracts, purloins,
or willfully misapplies any moneys, funds, securities, or
othgr things of value, whether belonging to it dr pledged or
otherwise entrusted to the Authority or such Subsidiary, or
(2) with intent to defraud the Authority and Subsidiary or
any other body politic or corporate, or any individual, or
to deceive any officer, auditor, or examiner of the Authority
or such Subsidiary, makes any false entry in any boock,
report, or statement of or to the Authority or such Subsidiary,
or, without being duly authorized, draws any order or issues,
puts forth or assigns any note, debenture, bond, or other
obligation, or draft, bill of exchange, mortgage, judgment,
or decree thereof, or (3) with intent to defraud, participates,
shares, or receives directly or indirectly any money, profit,
property or benefit through any transaction, loan, commission,
contract, or any other act of the Authority or such Subsidiary,
or (4) gives any unauthorized information concerning any
future action or plan of the Authority or such Subsidiary
which might affect the value of securities, or, having such
knowledge, invests or speculates, directly or indirectly, in

the securities or property of any company, bank, or corporation
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receiving loans or other assistance from the Authority or
such Subsidiary shall be punished by a fine of not more than
$10,000 or by imprisonment for not more than five years, or

both.

Section 704. Infringement on Name.

No individual, association, partnership, corporation or
business entity shall use the words "Energy Independence
Authority" or a combination of these words which a court of
competent jurisdiction shall find reasonably likely to
mislead or deceive, as the name or a part thereof under

which he or it shall do business.

Section 705. Unlawful Contracts.

The provisions of Sections 431 through 433, inclusive,
of Title 18,'United States Code, shall apply to contracts or
agreements with the Authority or Subsidiary pursuant to this
Act. Such contracts or agreements include, but are not
limited to loans, loan guarantees, purchase agreements,
advances, discounts and rediscounts, acceptances, releases,
and substitutions of security, together with extensions or

renewals thereof.
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Section 706. Additional Penalties.

In addition to any other penalties provided in this
title, the defendant in any action brought pursuant thereto
shall, on conviction, be liable to the Authority or Subsidiary
for any loss by the Authority or such Subsidiary and any
profit or gain acquired by him as a result of the conduct

constituting the offense for which he was convicted.

Section 707. Suit by the Attorney General.

No suit shall be brought alleging that the Authority
(or any director, officer, employee or agent thereof) has
engaged in any action, practice or policy inconsistent with
this Act; has violated any provision thereof; has obstructed
or interfered with any activities authorized thereby; or has
refused, failed or neglected to discharge duties or responsi-
bilities mandated by the Act except by the Attorney General
of the United States or his delegate. The Attorney General
may, by petition in any federal District Court in any state
where the Authority is transacting business or where any
such individual resides (or in the District of Columbia)
seek such equitable relief as may be necessary or appropriate
to prevent or terminate such conduct. Nothing in this
section shall be deemed or construed to prevent the enforce-

ment of the other provisions of this title by appropriate
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officials of the United States, nor to preclude the application
of the Federal Tort Claims Act against the Authority nor to
prohibit suits by private parties against the Authority

based on breach of contract.

Title VIII. General Provisions

Section 801. Coordination with other Entities.

Prior to extending, or making any commitment to extend,
financial assistance for any project, the Authority shall
seek the advice and recommendations of the members of the
Energy Resources Council, and such other Federal agencies as
the President may by executive order designate, to assist in
determining whether the provision of financial assistance
for such prsject will further the purposes of this Act and
how such proposed financial assistance relates to other
programs and national policies. Any such advice or recommendation
shall be provided to the Authority within 30 days of its

request.

Section 802. Severability.

If any provision of this Act, or the application of any
such provision to any person or circumstance, shall for any

reason be adjudged by any court of competent jurisdiction to
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be invalid, the remainder of this Act, or the application of
such provision to persons or circumstances other than those

to which it is held invalid, shall not be affected thereby.

Section 803. Termination and Liquidation of the Authority.

Nothwithstanding any other provision of this Act:

'(a) The Authority shall make no new commitments for
financial assistance after June 30, 1983, and shall furnish
no new financial assistance after June 30, 1986.

(b) From and after June 30, 1983, the Board of Directors
of the Authority shall diligently commence all practical and
reasonable steps to achieve an orderly liquidation of the
Authority's affairs on or prior to June 30, 1986. Such
steps may include the sale or transfer to any agency of the
United States, or the sale directly to the public, including
any business concern, of all or any portion of the Authority's
assets.

(c) The Authority shall terminate on June 30, 1986, or
at such earlier date as the President shall determine,
provided, however, that if the President shall determine
that the orderly liquidation of the Authority's affairs
requires the continuation of the Authority beyond June 30,
1986, the President may, by executive order, extend the
authorized life of the Authority for not more than three

years after such date.
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(d) If, on the date of termination of the Authority,
its Board of Directors shall not have completed the liquida-
tion of its assets and the winding up of its affairs, the
duty of completing such liquidation and winding up of its
affairs shall be transferred to the Secretary of the Treasury,
who for such purposes shall succeed to all the powers and
duties of the Board of Directors and Chairman of the Board
of the Authority under this Act, and nothing herein shall be
construed to affect any right or privilege accrued, any
penalty or liability incurred, any criminal or civil pro-
ceeding commenced, or any authority conferred hereunder,
except as herein provided in connection with the liquidation
of the remaining assets and the winding up of the affairs of
the Authority. Following such transfer, the Secretary of
the Treasury may assign to any officer or officers of the
United States in the Treasury Department the exercise and
performance, under the Secretary's general supervision and
direction, of any powers and duties so transferred until the
Secretary of the Treasury shall find that such liquidation
will no longer be advantageous to the United States and that
all of its legal obligations have been provided for, whereupon
the Secretary shall retire any capital stock then outstanding,
pay into the Treasury as miscellaneous receipts the unused
balance of the moneys belonging to the Authority, and make
the final report of the Authority to the Congress. Thereuponj

the Authority shall be deemed to be dissolved.
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Section 804. Relationship to Other Laws.

(a) The provision of financial assistance for a project
pursuant to Title III of this Act shall be deemed to be a
"major federal action significantly affecting the quality of
the human environment" for purposes of section 102(2) (C) of
the National Environmental Policy Act of 1969, as amended
("NEPA") where (i) no other agency of the federal government
" is required to prepare an environmental impact statement
pursuant to section 102(2) (C) of NEPA with respect to the
project, and (ii) the provision of financial assistance
does, in fact, constitute a major action significantly
affecting the quality of the human environment. In any
instance where another agency of the Federal government is
required to prepare an environmental impact statement pursuant
to section 102(2) (C) of NEPA with respect to a project to
which financial assistance has been committed or extended,
the Authority shall provide the agency with such information
as may be reasonably requested by the agency in order to
prepare such statement.

(b) Except as may be provided elsewhere in this Act,
the Authority shall not for any purpose be considered an
"Executive agency" as defined in 5 U.S.C. 105 or an "agency"

as defined in 5 U.S.C. 551.
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(c) The provisions of the United States Code relating
to public contracts and public buildings and works, including
the Federal Property and Administrative Services Act of
1949, shall not apply to the operations of the Authority;
provided, however, that all laborers and mechanics employed
by contractors or subcontractors in any construction, altera-
tion, or repair (including painting and decorating) of
projects for which financial assistance is provided by the
Authority or a Subsidiary shall be paid at wages not less
than those preYailing on similar construction in the locality,
as determined by the Secretary of Labor in accordance with
the Davis-Bacon Act, as amended (40 U.S.C. 276a through
276a-5). The Secretary of Labor shall have, with respect to
such labor standards, the authority and functions set forth
in Reorganization Plan Numbered 14 of 1950 (15 Fed. Reg.
3176, 64 St;t. 1267) and 40 U.S8.C. 276(c). Federal labor
standards and equal employment opportunity requirements and
provisions shall apply to the Authority and business concerns
receiving financial assistance from the Authority.

(d) The securities laws of the United States, including
but not limited to the provisions of the Securities Act of
1933, the Securities Exchange Act of 1934, the Public Utility
Holding Company Act of 1935, the Federal Power Act of 1935
and the Investment Company Act of 1940, all as amended,

shall not apply to the Authority. Any securities issued by
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the Authority (including any guarantee by the Authority,
whether or not limited in scope), and any securities guaranteed
by the Authority as to both principal and interest, shall be
deemed to be exempted securities within the meaning of 15
U.S.C. 77c(a) (2) and 15 U.S.C. 78c(a) (12).

(e) Nothing in this Act shall be deemed or construed
to make the Government Corporation Control Act, 31 U.S.C.
841, et seq., applicable to the Authority.

(£) Nothing in this Act shall be deemed to change the
Mineral Lands Leasing Act of 1920, as amended, (30 U.S.C.
181 through 287), the Outer Continental Shelf Lands Act (43
U.S.C. 1331 through 1343) nor any other law governing the
ownership, management, and disposition of Federal minerals
or lands, provided however that the Authority may acquire

Federal minerals or lands in accordance with such laws.

Section 805. Reservation of Right to Amend or Repeal.

The right to alter, amend, or repeal this Act is expressly
declared and reserved, but no such amendment of repeal shall
operate to impair the obligation of any contract made by the

Corporation under any power conferred by this Act.
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Office of the White House Press Secretary

THE WHITE HOUSE

FACT SHEET
ENERGY INDEPENDENCE AUTHORITY

The President today submitted legislation to the Congress to
create the Energy Independence Authority (EIA). The EIA will
be a new government corporation to help achieve energy indepen-
dence for the United States by providing loans, loan guarantees,
price guarantees, or other financial assistance to private
sector energy projects.

It will have a limited life (ten years); its financial outlays
and commitments are intended to be recovered by the government,
and will be used in conjunction with private sector rinancing
to the maximum possible extent. It will not have authority,
except for very limited periods, to own operating facilities
related to energy production, transportation, or transmission.

EIA will supplement and encourage private capital 1lnvestment to
meet the energy needs of the nation. Its scope will range
across a broad spectrum of energy supply, consegvation, and
energy-related environmental projects.

The Authority will have financial resources of $100 billion,
consisting of $25 billion of equity and $75 billion of debt.
The $100 billion for energy projects could help assure that the
equivalent of up to 10-15 million barrels of oil per day of new
energy production 1s realized by 1985.

BACKGROUND

° The Nation's energy situatlon continues to deteriorate:

- Domestic crude oill production peaked in 1970 and
has declined by more than one million barrels per

day since then. Production is now at a nine-year
low.

- 011 imports are about 37 percent of oil consumption
and are expected to rise to more than 50 percent of
consumption or 12 million barrels per day by 1985 if
no new actions are taken.

- As a result of our increasing import dependence, our
payments to forelgn producers for imported oil has
increased from less than $3 billion 1in 1970 to about
$25 billion last year and will increase by another
$2 billion annually because of the OPEC price rise
announced last month.

- Natural gas production peaked in 1973, declined by
six percent last year (the equivalent of over 230
million barrels of oil), and has dropped another
8.5 percent during the first half of 1975, leading
to rising curtailments of service that threaten jobs
in many parts-of the country.

more
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- ric utility financial problews and regulatory
323235 have 1in gart resulted in the cancellation or
postponement of about three~fourths of all planned
nuclear plants and about one-third of all coal plants
previously scheduled for operation between now and

1985.

e In his State of the Union Message, the President proposed
major new initiatives to explore and develop our domestlec
energy resources, conserve energy resources, and reduce
our vulnerability through standby authorities. Since then
no major new legislation to increase domestic supply or
cut energy use has been passed by the Congress.

° The Federal Energy Administration (FEA) estimates that
investments for energy independence could total about
$600 billiion (in 1975 dollars) over the next ten years.
While most energy projects should be able to be financed
in a conventional manner, some projects in selected energy
sectors will find financing more diffilcult:

- Some emerging technologies, such as synthetic fuels
from coal, shale oil, solar, and methods to use energy
more efficiently, have uncertaln economics due to long
lead times and technological uncertainties, and con-
siderable risk if world oil prices drop. The Energy
Resources Council (ERC) synthetic fuels task force
concluded that a variety of Federal financial incen-
tives is needed to achieve any significant synthetic
fuel production by 1985,

L)

- Many new projects, such as uranium enrichment plants,
are too large and economically risky to be financed
by the private sector alone.

- Some industries, such as electric utilities, are not
able to finance needed expansicn because capital re-
quirements are too large in light of insufficient
earnings and regulatory delays or inaction.

A Federal role in financing and otherwise supporting
projects vital to the national interest is not unprece-
dented, or unique. For example, the Federal Government

has taken an active role in such areas as the Communications
Satellite Corporation (COMSAT), crash commerclalization of
new technologies such as synthetic rubber plants in World
War II, and uranium enrichment.

EIA Organization

The Energy Independence Authority will be a new government
corporation. A five person Board of Directors will be appointed
by the President, subject to the advice and consent of the
Senate. A member of the Board will be deslgnated by the Presi-
dent as its chairman and will be the chief executive officer of
the Authority. No more than three of the Board members may be
of any one political party. At the discretion of the President,
the members may serve either full-time or part-time. A limited
number of the Authority's executives may be paid without regard
to executive branch salary limits, but the majority of the
Authority's staff will be within the Civil Service system.

more



3
ETA Liquidation and Accountability

The EIA will have a legislated life of ten years, with new
financial commitments permitted only in the first seven years
of its existence. On or before June 30, 1983, the corporation
will prepare a Liquidation Plan for the corporation's invest-
ments. The Liquidation Plan will describe how each activity,
project or obligation involving financial assistance, and any
substantial asset or liability will be disposed of.

The EIA will terminate on or before June 30, 1986, unless the
President determines that orderly liquidation requires continua-
tion of 1ts authorized life for up to three years after that
date. Any remaining assets, obligations or required functions
after its termination will be transferred to the Secretary of
the Treasury.

The EIA will submit an annual report to the Congress and will be
subject to independent audits by nationally recognized public
accountants, as well as by the General Accounting Office at its
discretion. Also, the Energy Resources Council, and other
agencies designated by the President, will be provided an
opgortunity to evaluate all projects before commitments are
made,

Financial Structure

The EIA will have authorized capital stock of $25 billion and
the authority to 1ssue and to have outstanding at any one time
notes, debentures, bonds or other obligations of $75 billion.
The Authority's obligations will be backed by thg full falth
and credit of the United States of America.

The Treasury will purchase equity and the EIA will pay an annual
dividend on its outstanding capital stock, but its Board could
defer such dividends if it has no earned surplus or if the
Board determines that other uses of its funds in support of the
goal of energy independence are more desirable. The EIA's
issuance of its securities, as well as loan guarantees or other
similar obligations which directly impact the capital markets
in a manner similar to government debt, will be subject to
approval by the Secretary of the Treasury as to the timing,
method, source, interest rate, and other terms and conditions.
At the discretion of the Secretary of the Treasury, EIA's
obligations may be purchaséd directly or channeled through the
Federal Financing Bank.

Total loans, guarantees, and other forms of financial assis-
tance by the Authority over its 1life cannot exceed $100 billion
and it can make no further investments if its expected losses,
as determined by an annual independent audit, exceed its equity
and earned surplus.

The $25 billion of equity will be subject to the appropriation
process and requested incrementally as needed; the $75 billion
in borrowing authority will be requested initially as a one-
time Congressional authorization without any further need for
Congressional appropriations. Because the Authority is to be
self-liquidating and its investments repaid, 1ts outlays will
not be included in the budget of the United States. However,
the Authority's losses or gains from its operations will be
included in the Federal budget.

more
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The Energy Independence Authority could provide financing in
various forms including direct loans, loan guarantees, guarantees
of price, purchase and leaseback of facilitlies, and the purchase
of convertible or equity securities. EIA financing will not be
availlable for projects which can be financed by the private
sector and to the extent practicable, will be in the form of
loans and loan guarantees.

The EIA's financial assistance will provide for the maximum
participation of private financial institutions in projects.
Such assistance will be provided in ways that will not give
recipients undue advantage over competing firms. This will be
assured through minimum interest rate requirements and other

terms that will be required by the Authority before financing
is executed.

Financial commitments by EIA will not be for the purpose of
acquiring a permanent controlling or operating interest in
commercial production, transportation, or distribution of energy.
Federal ownership or operation could occur only temporarily, in
the event of default, or in providing financial assistance which
involves construction, testing and demonstration of a facility
provided to a business on a "turnkey" basis, or in providing
lease-purchase and sale-leasebacks. No permanent ownershilp,
control and operation of energy production facilities by the
Federal Government will be authorized.

Scope of EIA Investments

The Energy Independence Authority will concentrate on energy
projects deemed critical to our national energy ebjectives.

The Energy Independence Authority will only support projects
which meet the followlng criteria:

- Projects that will contribute directly and
significantly to energy independence.

- ProJects that would not be financed without
government assistance.

The specific types of projects which the EIA could finance
would be limited to projects entalling commercialization of:

- New technologles not yet in widespread domestic
commercial operation elther to support, produce
directly, transport, or conserve energy.

- Technologies essential to the production of nuclear
power.

- Conventional or new technologies for production and

transmission of electric power generated by sources
other than oil or gas.

- Conventional energy technologies for the production
or transportation of energy that are of such size or
scope that they would not otherwise be financed by
the private sector or represent institutional or
regulatory arrangements which are not in widespread
use, or individual transportation or transmission
facilities related to such energy projects.

more
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The projects that could be supported by the EIA range across

the full spectrum of energy, excluding research. These would
cover such areas as synthetic fuel technology commercialization
(e.g., coal gasification, liquefaction, and production of oil
from shale); other emerging technologies (e.g., solar energy or
geothermal energy); and conventional technologies (e.g., uranium
enrichment, coal, nuclear, and geothermal power plants).

EIA could support projects that increase efficiency of energy
use and production of energy that involve new technologles not
yet commerclally proven. Projects of unusual size or scope
could include new energy parks or major new pipelines for
transportation of oil and gas.

The EIA will not relieve State regulatory commissions of their
responsibility to assure the health of regulated industries.
Thus, EIA financial assistance will require as a condition of
assistance to a regulated utility, sound and expedited regu-
latory response from regulatory rate commissions, including
the regulatory commission's agreement to a rate covenant with
EIA and the regulated firm that assures adequate earnings to
protect EIA's investment.

New Federal Energy Regulatory Procedures

Regulatory problems often make financing difficult by adding
uncertailnty about a project's ultimate fate and timing and by
adding inflationary pressures to construction costs through
delay. 1In addition to its financial authorities, the EIA
legislation will establish an important new procedure for
coordinating and expediting Federal regulatory proceedings
that affect energy projects. .

Although it would have no power to override regulatory decisions
at any level of government or determine the ultimate fate of

the project, the Federal Energy Administration may certify (if
such certification is needed to assure expeditious completion)
that any project which requires a Federal permit or other
Federal action is of critical importance to achievement of
energy independence.

Any Federal agency receiving such FEA certification of a project
will commence promptly all proceedings needed to reach a final
decision concerning the project and each Federal agency may give
such proceedings priority over other matters before it. The
legislation makes it the intent of the Congress that all pro-
ceedings on these critical projects be completed within 18 months
and requires that each Federal agency promulgate regulations
within 90 days to carry out the expediting actions contemplated
in the legislation.

In order to coordinate, simplify, and expedite the processing

of applications to construct, license or review energy projects,
the FEA, in cooperation with all relevant Federal agencies, will
oversee the entlirety of the Federal approval process. The
authority to approve or disapprove applications for energy
projects will remain in those Federal agencies required by law
to consider such projects. However, the FEA would be authorized
to develop a single composite application that will be the sole
application required for Federal approval prior to commencement
of a project. ’

# 4 ###
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THE WHITE HOUSE

FACT SHEET
ENERGY INDEPENDENCE AUTHORITY

The President today submitted legislation to the Congress to
create the Energy Independence Authority (EIA). The EIA will
be a new government corporation to help achleve energy indepen=-
dence for the United States by providing loans, loan guarantees,
price guarantees, or other financial assistance to private
sector energy projects.

It will have a limited life (ten years); its financial outlays
and commitments are intended to be recovered by the government,
and will be used in conjunction with private sector rinancing
to the maximum possible extent. It will not have authority,
except for very limited periods, to own operating facllities
related to energy production, transportation, or transmission.

EIA will supplement and encourage private capital investment to
meet the energy needs of the natlion. Its scope wlll range
across a broad spectrum of energy supply, consegvation, and
energy-related environmental projects.

The Authority will have financial resources of $100 blllion,
consisting of $25 billlion of equity and $75 billion of debt.
The $100 billion for energy projects could help assure that the
equivalent of up to 10-15 million barrels of oil per day of new
energy production is realized by 1985.

BACKGROUND

]

The Nation's energy situation continues to deteriorate:

- Domestic crude oll production peaked in 1970 and
has declined by more than one million barrels per

day since then. Production is now at a nine-year
low.

- 011 imports are about 37 percent of oll consumption
and are expected to rise to more than 50 percent of
consumption or 12 million barrels per day by 1985 if
no new actlions are taken.

- As a result of our increasing import dependence, our
payments to forelgn producers for imported oil has
increased from less than $3 billlion in 1970 to about
$25 billion last year and will increase by another
$2 billion annually because of the OPEC price rise
announced last month.

- Natural gas production peaked in 1973, declined by
six percent last year (the equivalent of over 230
million barrels of oll), and has dropped another
8.5 percent during the first half of 1975, leading
to rising curtailments of service that threaten jJobs
in many parts-of the country.
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- Electric utility financial probdiens and regulatory
delays have in part resulted in the cancellatlon or
postponement of about three~fourths of all planned
nuclear plants and about one-third of all coal plants
previously scheduled for operation between now and

1985.

° In his State of the Unlon Message, the President proposed
major new initiatives to explore and develop our domestilc
energy resources, conserve energy resources, and reduce
our vulnerability through standby authorlties. Since then
no major new legislation to increase domestic supply or
cut energy use has been passed by the Congress.

© The Federal Energy Administration (FEA) estimates that
investments for energy independence could total about
$600 billion (in 1975 dollars) over the next ten years.
While most energy projects should be able to be financed
in a conventional manner, some projects in selected energy
sectors will find financing more difficult:

-— Some emerging technologies, such as synthetic fuels
from coal, shale oil, solar, and methods to use energy
more efficiently, have uncertain economics due to long
lead times and technological uncertainties, and con-
siderable risk if world oil prices drop. The Energy
Resources Council (ERC) synthetic fuels task force
concluded that a variety of Federal financial incen-
tives 1s needed to achieve any significant synthetic
fuel production by 1985.

L 3
- Many new projects, such as uranium enrichment plants,
are too large and economically risky to be financed
by the private sector alone.

- Some industries, such as electric utilities, are not
able to finance needed expansion because capital re-
quirements are too large in light of insufficient
earnings and regulatory delays or inaction.

A Federal role in financing and otherwise supporting
projects vital to the national interest is not unprece-
dented, or unique. For example, the Federal Government

has taken an active role in such arezs as the Communications
Satellite Corporation (COMSAT), crash commercialization of
new technologles such as synthetic rubber plants in World
War II, and uranium enrichment.

EIA Organization

The Energy Independence Authority will be a new government
corporation. A five person Board of Directors will be appointed
by the President, subject to the advice and consent of the
Senate. A member of the Board will be designated by the Presi-
dent as 1ts chairman and wlll be the chief executive officer of
the Authority. No more than three of the Board members may be
of any one political party. At the discretion of the President,
the members may serve either full-time or part-time. A limited
number of the Authority's executives may be paild without regard
to executive branch salary limits, but the majority of the
Authority's staff will be within the Civil Service system.

more
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ETA Ligquidation and Accountability

The EIA will have a legislated 1life of ten years, wlth new
financial commitments permitted only in the first seven years
of 1ts existence. On or before June 30, 1983, the corporation
will prepare a Liquidation Plan for the corporation's invest-
ments. The Liquidation Plan will describe how each activity,
project or obligation involving financial assistance, and any
substantial asset or liability will be disposed of.

The EIA will terminate on or before June 30, 1986, unless the
President determines that orderly liquidation requires continua-
tion of its authorized 1life for up to three years after that
date. Any remaining assets, obligations or required functions
after its termination will be transferred to the Secretary of
the Treasury.

The EIA will submit an annual report to the Congress and will be
subJect to independent audits by nationally recognized public
accountants, as well as by the General Accounting Office at its
discretion. Also, the Energy Resources Council, and other
agencles designated by the President, will be provided an
opgortunity to evaluate all projects before commitments are
made.

Financial Structure

The EIA will have authorized capital stock of $25 billion and
the authority to issue and to have outstanding at any one time
notes, debentures, bonds or other obligations of $75 billlion.
The Authority's obligations will be backed by thg full faith
and credit of the United States of America.

The Treasury will purchase equity and the EIA will pay an annual
dividend on its outstanding capital stock, but its Board could
defer such dividends if it has no earned surplus or if the
Board determines that other uses of its funds in support of the
goal of energy independence are more desirable. The EIA's
issuance of its securities, as well as loan guarantees or other
similar obligations which directly impact the capital markets
in a manner similar to government debt, will be subject to
approval by the Secretary of the Treasury as to the timing,
method, source, interest rate, and other terms and conditions.
At the discretion of the Secretary of the Treasury, EIA's
obligations may be purchasé&d directly or channeled through the
Federal Financing Bank.

Total loans, guarantees, and other forms of financial assis-
tance by the Authority over its life cannot exceed $100 billion
and it can make no further investments if its expected losses,
as determined by an annual independent audit, exceed 1ts equity
and earned surplus.

The $25 billion of equity will be subject to the appropriation
process and requested incrementally as needed; the $75 billion
in borrowing authority will be requested initially as a one-
time Congressional authorization without any further need for
Congressional appropriations. Because the Authority 1s to be
self-liquildating and its investments repaid, its outlays will
not be included in the budget of the United States. However,
the Authority's losses or galins from its operations will be
included in the PFederal budget.

more
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The Energy Independence Authority could provide financing in
various forms including direct loans, loan guarantees, guarantees
of price, purchase and leaseback of facilities, and the purchase
of convertible or equity securities. EIA financing will not be
available for projects which can be financed by the private
sector and to the extent practicable, will be in the form of
loans and loan guarantees.

The EIA's financial assistance will provide for the maximum
participation of private financial institutions in projects.
Such assistance will be provided in ways that will not gilve
reciplents undue advantage over competing firms. This willl be
assured through minimum interest rate requirements and other

terms that will be required by the Authority before financing
is executed.

Financial commitments by EIA will not be for the purpose of
acquiring a permanent controlling or operating interest in
commercial production, transportation, or distribution of energy.
Federal ownership or operation could occur only temporarily, in
the event of default, or in providing financial assistance which
involves construction, testing and demonstration of a facllity
provided to a business on a "turnkey" basis, or in providing
lease-purchase and sale-leasebacks. No permanent ownership,
control and operation of energy production facllities by the
Federal Government will be authorized.

Scope of EIA Investments

The Energy Independence Authority will concentrate on energy
projects deemed critical to our national energy @&bjectives.

The Energy Independence Authority will only support projects
which meet the following criteria:

- Projects that willl contribute directly and
significantly to energy independence.

- Projects that would not be financed without
government asslstance.

The specific types of projects which the EIA could finance
would be limited to projects entailing commercialization of:

- New technologles not yet in widespread domestic
commercial operation either to support, produce
directly, transport, or conserve energy.

- Technologies essential to the production of nuclear
power.

- Conventional or new technologies for production and

transmission of electric power generated by sources
other than oil or gas.

- Conventional energy technologies for the production
or transportation of energy that are of such size or
scope that they would not otherwlise be financed by
the private sector or represent institutional or
regulatory arrangements which are not in widespread
use, or individual transportation or transmission
facllities related to such energy projects.

more
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The projects that could be supported by the EIA range across

the full spectrum of energy, excluding research. These would
cover such areas as synthetic fuel technology commercialization
(e.g., coal gasification, liquefaction, and production of oil
from shale); other emerging technologles (e.g., solar energy or
geothermal energy); and conventional technologies (e.g., uranium
enrichment, coal, nuclear, and geothermal power plants).

EIA could support projects that increase efficiency of energy
use and production of energy that involve new technologles not
yet commercially proven. Projects of unusual size or scope
could include new energy parks or major new pipelines for
transportation of o0il and gas.

The EIA will not relieve State regulatory commissions of their
responsibility to assure the health of regulated industries.
Thus, EIA financial assistance will require as a condition of
assistance to a regulated utility, sound and expedited regu-
latory response from regulatory rate commissions, including
the regulatory commission's agreement to a rate covenant with
EIA and the regulated firm that assures adequate earnings to
protect EIA's investment.

New Federal Energy Regulatory Procedures

Regulatory problems often make financing difficult by adding
uncertalnty about a project's ultimate fate and timing and by
adding inflationary pressures to construction costs through
delay. In addition to its financial authorities, the EIA
legislation will establish an important new procedure for
coordinating and expediting Federal regulatory proceedings
that affect energy projects. .

Although it would have no power to override regulatory decisions
at any level of government or determine the ultimate fate of

the project, the Federal Energy Administration may certify (if
such certification is needed to assure expeditious completion)
that any project which requires a Federal permit or other
Federal action is of critical importance to achievement of
energy independence.

Any Federal agency receiving such FEA certification of a project
will commence promptly all proceedings needed to reach a final
decision concerning the project and each Federal agency may give
such proceedings priority over other matters before it. The
legislation makes it the intent of the Congress that all pro-
ceedings on these critical projects be completed within 18 months
and requires that each Federal agency promulgate regulations
within 90 days to carry out the expediting actions contemplated
in the legislation.

In order to coordinate, simplify, and expedite the processing

of applications to construct, license or review energy projects,
the FEA, in cooperation with all relevant Federal agencies, will
oversee the entirety of the Federal approval process. The
authority to approve or disapprove appllications for energy
projects will remain in those Federal agencies required by law
to consider such projects. However, the FEA would be authorized
to develop a single composite application that will be the sole
application required for Federal approval prior to commencement
of a project.

#EHEHER



FOR IMMEDIATE RELEASE OCTOBER 10, 1975

Office of the White House Press Secretary

THE WHITE HOUSE

TEXT OF LETTERS FROM THE PRESIDENT TO THE
SPEAKER OF THE HOUSE OF REPRESENTATIVES
AND THE PRESIDENT OF THE SENATE

OCTOBER 10, 1975

Dear Mr. Speaker: (Dear Mr. President:)

The Arab oil embargo of 1973 dramatically illustrated
our ever-increasing dependence on foreign oil. Two
years have passed since the embargo was imposed. But
our vulnerability has increased. Nearly nine months
ago I asked the Congress to adopt the Energy Independence
Act of 1975. Prompt action on this proposal would have
provided the statutory framework necessary to achieve
energy independence by 1985. Enactment of this legis-
lation remains as crucial now as it was in January. I
urge the Congress to complete action promptly on those
proposals.,

It is estimated that the capital requirements for energy
independence will total about $600 billion over the next
ten years. Risks are such in many of the projects neces-
sary to develop domestic energy resources and reduce
consumption that private capital markets will not provide
necessary financing. The uncertainties associated with
new technologies inhibit the flow of capital.

America cannot permit the excessive delays associated
with the commercialization of unconventional energy
technologies. New production is essential. Our national
security and economic well-being depend on our ability to
act decisively on energy.

Accordingly, I am herewith transmitting the Energy
Independence Authority Act of 1975. This legislation
would create a new partnership between the private sector
and the Federal Government to assure action on vital
energy projects in the next decade. The Federal finan-
cial assistance provided in this Act would be directed
primarily toward the commercialization of those new
technologies which offer the greatest promise to develop
new supplies and conserve our present energy resources.
The financing would be limited to those projects which
would not be initiated without new Federal assistance.
The EIA would be authorized to invest up to $100 billion
during a seven year period. It would terminate after ten
years.

This legislation also addresses the need to simplify
and expedite the increasingly complex process by which
Federal regulatory decisions affect energy development.
It provides for a more effective Federal licensing

more
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process by authorizing a coordinated, single Federal
application process and requiring Federal agencies to
act promptly. The legislation would not alter the
basic statutory responsibilities of Federal regulatory
agencies.

The achievement of energy independence in the next decade
requires a partnership of American business, labor, and
government. Each partner must bear a fair share of the
burden in the national interest.

The Energy Independence Authority Act of 1975 will give
the United States the tools necessary to achieve energy
independence. I urge its prompt enactment by the Congress.

Sincerely,

GERALD R. FORD
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THE WHITE HOUSE

TEXT OF LETTERS FROM THE PRESIDENT TO THE
SPEAKER OF THE HOUSE OF REPRESENTATIVES
AND THE PRESIDENT OF THE SENATE

OCTOBER 10, 1975

Dear Mr. Speaker: (Dear Mr. President:)

The Arab oil embargo of 1973 dramatically illustrated
our ever-increasing dependence on foreign oil. Two
years have passed since the embargo was imposed. But
our vulnerability has increased. Nearly nine months
ago 1 asked the Congress to adopt the Energy Independence
Act of 1975. Prompt action on this proposal would have
provided the statutory framework necessary to achieve
energy independence by 1985. Enactment of this legis-
lation remains as crucial now as it was in January. I
urge the Congress to complete action promptly on those
proposals.

It is estimated that the capital requirements for energy
independence will total about $600 billion over the next
ten years. Risks are such in many of the projects neces-
sary to develop domestic energy resources ahd reduce
consumption that private capital markets will not provide
necessary financing. The uncertainties associated with
new technologies inhibit the flow of capital.

America cannot permit the excessive delays associated
with the commercialization of unconventional energy
technologies. New production is essential. Our national
security and economic well-being depend on our ability to
act decisively on energy.

Accordingly, I am herewith transmitting the Energy
Independence Authority Act of 1975. This legislation
would create a new partnership between the private sector
and the Federal Government to assure action on vital
energy projects in the next decade. The Federal finan-
cial assistance provided in this Act would be directed
primarily toward the commercialization of those new
technologies which offer the greatest promise to develop
new supplies and conserve our present energy resources.
The financing would be limited to those projects which
would not be initiated without new Federal assistance.
The EIA would be authorized to invest up to $100 billion
during a seven year period. It would terminate after ten
years.

This legislation also addresses the need to simplify
and expedite the increasingly complex process by which
Federal regulatory decisions affect energy development.
It provides for a more effective Federal licensing
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process by authorizing a coordinated, single Federal
application process and requiring Federal agencies to
act promptly. The legislation would not alter the
basic statutory responsibilities of Federal regulatory
agencies.

The achievement of energy independence in the next decade
requires a partnership of American business, labor, and
government. Each partner must bear a fair share of the
burden in the national interest.

The Energy Independence Authority Act of 1975 will give
the United States the tools necessary to achieve energy
independence. I urge its prompt enactment by the Congress.

Sincerely,

GERALD R. FORD



October 14, 1975

Dear Mr. Hastlys

At the reguest of Ceagressman Timothy Wisth,

I am very happy to encloss for you backgroand
material oa the President’'s Inergy independence
Awthority, which be submitted to Congress on
Cetober 10th.

The Presideat mentioned this Autherity ia his
speech before the AFL-CIO Bullding and Trades
Department ia Saa Francisce ca Septamber 22ad.

1 have sttached the text of this speech for yeur
information.
With kisdest regavds, [ am

Siscervely yours,

Themas . Loeffller
Special Assistant for :

Mr. Soha Hastly

Explorations
7100 M. Breadway, Ssite 2L
Deaver, Ceolorade 80221

Esclesares
TGL:nd
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October 21, 1975

MEMORANDUM FOR: PETER WALLISON
THRU: MAX L., FRIEDERSDORF
VERN LOEN
FROM: CHARLES LEPPERT, JR.
SUBJECT: Former Rep. Orville Hansen (R-Idaho)

Former Rep. Orville Hansen (R-Idaho) and Ray Durante of the Westinghouse
Electric Corporation met with me on 10/20/75 to discuss the Administration's
EIA proposal. Hansen claims to be the originator or auther of the EIA concept
and wants to talk to the Administration pesple whe put tegether the EIA pro-
posal and those plamming the Administration strategy for the passage of the
legislation on the Hill. Hansen wants to be helpful in getting KIA passed,

Hansen and Durante are also interested in getting the Administration to endorse

a program for the government to purchase feur flosting nuclear plants under
the Administration‘'s EIA proposal.

I suggest that yeu talk to both Hansen and Durante at your ceanvenieacs. Hansen

- can be reached at 467 - 6460, Durante san be reached at 833 - 3062.



THE WHITE HOUSE

WASHINGTON

Mazrch 1, 1976

MEMORANDUM FOR: MAX FRIEDERSDORF
THROUGH: VERN LOEN %
FROM: TOM LOEFFLE%L '
SUBJECT: Report on the February 25

Energy Independence Authority
Steering Committee Meeting

The EIA steering group meeting was chaired by Eric Zausner
from FEA and attended by staff members of the White House,
Vice President's office, FEA, ERDA and Treasury. The
purpose of the meeting was to establish strategy in an effort
to promote committee hearings and, hopefully, congressional
floor action on EIA.

Peter Wallison of the Vice President's staff reported that the
Vice President and Frank Zarb have recently met separately
with Chairmen Proxmire, Reuss, Ashley and Dingell. Peter
reported that Proxmire stated he was willing to begin hearings
in the Senate Banking Committee sometime early in April.

Lud Ashley has said that perhaps his Economic Stabilization
Subcommittee may be able to consider the matter during April.
It has been proposed to Ashley that he and Dingell may wish to
hold joint hearings.

FEA will serve as the lead agency in choosing Administration
witnegses and in setting up various briefings on the Hill.

Attach.

cc: Charlie Leppert
Bill Kendall
Joe Jenckes
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What is the Energy Independehce
Authority?

On October 10, 1975, the President
submitted legislation for the creation
of the Energy Independence Authority
which would be an independent
Government-owned corporation to
help the U.S. achieve energy indepen-
dence. It would have a limited life
span of ten years, and would be over-
seen by a five-member Board of Direc-
tors; management authority would be
vested in the Chairman of the Board
who would be the Chief Executive
Officer of the Authority. EIA would
have resources of $100 billion to pro-
vide loans, loan guarantees, price guar-
antees, equity investments, or other
financial assistance to the private sec-
tor for promising energy projects un-
able to obtain financing in the private
market. Its loans, guarantees, or other
commitments would be recovered by
the Government, and would be used
in conjunction with private sector
financing whenever possible. Financial
assistance from E1A would be provided
only when private capital is not avail-
able to carry a project alone, and
when a project is vital to achieving
energy independence.



Why is energy independence necessary?

Since the late 1960's, domestic oil
consumption has considerably exceed-
ed domestic production. Since that
time we have been importing increas-
ing amounts of oil. Foreign oil now
constitutes nearly 40 percent of the
oil consumed in the U.S. If domestic
production continues to decline, im-
ports of oil could amount to 50 per-
cent of consumption by 1985.

U.S. dependence on foreign oil has
two major consequences:

1. Vulnerability to oil supply inter-
ruptions jeopardizes national security,
decreases our freedom of action
abroad, and threatens the credibility
of our pledge to meet international
responsibilities.

2. The four-fold increase in the
price of foreign oil has had a severe
inflationary impact on our energy
costs. In addition, during 1974 we
spent over $24 billion to pay for oil
imports. This cbuld have supported
more than one million new jobs for
American workers,

With energy independence we can
meet our international obligations,
and mitigate the effects of another oil
embargo on our national security and
economic growth.

How do we achieve energy indepen-
dence when our production of oil and
natural gas is declining?

Besides large untapped reserves of gas
and oil, the U.S. has huge reserves of
coal and oil-bearing shale, with many
times the energy potential of all the
oil in the Middle East. We also have a
great potential for nuclear power gen-
eration. With appropriate economic
incentives, these sources of energy can
be developed and utilized to increase
our domestic production of energy,
and thus achieve energy independence.
Various conservation measures, as well
as increased energy efficiency, will
also contribute to this achievement.



Why is EIA necessary for energy inde-
pendence?

It is estimated that $600 to $800
billion of capital investment will be
required during the next ten years in
order to achieve energy independence.

Unfortunately, some of the most pro-
mising new sources of energy require
considerable investments and involve
substantial risks. Private financing for
projects to develop these sources may
be difficult to obtain. Projects, such
as uranium enrichment plants, energy
parks, or synthetic fuel plants, may be
too large or technologically risky to
secure private financing. Regulatory
and technical uncertainties, in combi-
nation with the long lead times associ-
ated with large-scale construction pro-
jects, present risks which deter private
investment. Without Government par-
ticipation, many projects which would
produce substantial amounts of energy
may not be initiated.
L 4

But won't projects financed by EIA
certainly lose money because of the
risks involved?

No. The mere fact that a project in-
volves risks which exceed those the
private sector is willing to take does
not mean that the project is certain,
or even likely, to lose money.

Some investments are too large for
the private sector to handlie alone.
Others, while inherently sound, may
involve long lead times or regulatory
delays which discourage private sector
investment. E1A would be able to assist
in financing these projects through
loans, guarantees, or other forms of
long-term financing.



Couldn’t we achieve energy indepen-
dence by merely removing restrictive
regulations?

Regulatory delays and environmental
group challenges are obstacles to rapid
energy development, but even if Gov-
ernment regulations were removed,
other major obstacles—such as techno-
logical uncertainty and vast financial
exposure—would remain. In any event,
it is not reasonable to expect that the
regulations which many cite as the
principal impediments to domestic
energy production will be substantially
modified, or removed, in the near
future.

Q. How will EIA work?

EIA will have equity capital of $25
billion. With the concurrence of the
Secretary of the Treasury on timing,
method, source, interest rate, and
other terms, E1A will have the author-
ity to issue and have outstanding at
any time notes, debentures, bonds, or
other obligations of $75 billion. The
Treasury will purchase the equity, and
the EIA will pay a dividend on its out-
standing capital stock, although its
Board could defer such a dividend if
it has no earned surplus, or if the
funds could be more profitably used
to achieve energy independence. EIA's
debt may be purchased by the Treasury
Department, at the discretion of the
Secretary, or channeled through the
Federal Financing Bank.

EIA will have considerable flexibility
in using its financial resources to help
the U.S. achieve energy independence.
Its support can take the form of loans,
loan guarantees, equity investments,
and price guarantees. |t can also build
projects on a lease-purchase basis,
whereby EIA builds a given facility,
then leases it to an operator, who pur-
chases the facility. EIA ownership and
operation are limited to two years fol-
lowing commencement of operations.

EIA will attempt to operate at a profit
on a self-liquidating basis, much like a
mutual fund or investment bank. Of
course, some of its investments will be
more successful than others, though it
is expected that all loans made by EIA
will be repaid.
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Won’'t the Federal Government,
through EIA, be ‘‘crowding out”
private capital seekers through the
borrowings required for this program?

The basic issue is one of priority, and
national economic priorities must be
set. The President has established
energy independence by 1985 as a
major goal for the United States, and
this carries with it the requirement
that sufficient capital be made avail-
able to meet this objective.

Adequate and secure sources of energy
are a prerequisite for a healthy nation-
al economy, so the capital invested in
energy expansion now is an invest-
ment in future economic strength and
stability. Insecure or inadequate energy
supplies would have a direct and nega-
tive impact on almost all sectors of

the economy as well as our national
security.

In any event, the needs of the Energy
Independence Authority will only in-
volve 12 percent to 14 percent of the
total of $600 to $800 billion in capital
which will be required to achieve
energy independ&nce by 1985,

Energy capital needs will certainly
make demands on capital markets, but
other sectors of the economy, such as
municipal bonds or housing, also
receive Government assistance in
attracting capital. The energy invest-
ments supported by EIA will not rep-
resent so large a share of total business
investments that other critical needs,
such as housing, would go unmet.

But won’t the additional Government
borrowing represented by EIA force
the private sector to compete with the
Government for capital, and thus raise
the cost of capital for all borrowers?

All Government borrowing, including
that to cover deficits and programs
like EIA, can under certain circum-
stances raise interest rates for other
borrowers. However, EIA is not ex-
pected to have a significant effect on
the capital markets because its bor-
rowings will be spread out over many
years, and will be but a small part of
the trillions of dollars raised for all
purposes by private and public sources
during the next ten years. Whatever
marginal effect EIA does have on in-
terest rates, however, would be a small
price to pay for the benefits of energy
independence.
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Won't EIA “chill’” private sector fi-

nancing of energy projects by skim- -

ming off the cream and taking the
good projects for itself?

No. ElA is prohibited from financing
any project which could be fully fi-
nanced by the private sector. The
Directors of EIA will seek the advice
and assistance of investment experts
in making this determination. Thus,
EIA would complement and not dis-
place private sector investment.

Gl Soad

Won't EIA be able to offer interest
rates to risky projects which are lower
than those paid by sound and profit-
able private ventures?

No. EIA is prohibited from providing
financing on more favorable terms
than those offered to credit-worthy
borrowers in similar projects financed
completely by the private sector.

1
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What kinds of projects can EIA
finance?

EIA will concentrate on the following
types of new projects:
—Commercialization of new technolo-
gies, not now in widespread domestic
commercial use, to produce, transport,
or conserve energy (e.g., synthetic
fuels);

—Commercial development of tech-
nologies essential to the production of
nuclear power (e.g., uranium enrich-
ment);

—Production and transmission of elec-
tric power generated by non-oil and
non-gas sources (possibly floating
nuclear plants, geothermal plants);
—Expansion of conventional modes of
energy production or transportation,
where the undertakings are of such
size or scope that they would not
otherwise be financed by the private
sector, or where the projects involve
institutional or regulatory arrange-
ments which are not in widespread use
(e.g., coal slurry lines);

—Commercial application of environ-
mental protection technologies neces-
sary in connection with the types of
activities described above.

Doesn’t this mean th~t EIA is the first
step in a Governmen: takeover of the
energy industry?

No. EIA’s activities are strictly limited
to a financing role, and it is not per-
mitted to own or operate energy facil-
ities for more than limited periods. In
addition, EIA is required to liquidate
its invedtments and so go out of busi-
ness in 10 years, thus ending Govern-
ment’s direct role even in financing.

In fact, EIA is designed to strengthen
rather than weaken the ability of the
private sector to respond adequately
and expeditiously to the needs of the
American people and their economy.
In this way, EIA is actually a force to
strengthen rather than take over the
private sector, since such a takeover
by Government would only be based
upon the argument that privately-
controlled energy facilities have not
adequately met the public’s needs.
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But what is wrong with Government
ownership of energy facilities? Maybe
EIA should be structured in this way.

Government ownership and operation
of energy facilities would have several
undesirable features:

—QOperations which prove to be unpro-
fitable would be kept in existence
through subsidies because of political
pressures and vested interests.

—There would be continuing, strong
political pressure to cushion increases
in the cost of energy through the
Federal budget. This would have ad-
verse effects on conservation and pro-
duction objectives.

--Government ownership would dis-
courage private investment in similar
facilities because no private investor
wants to compete with an enterprise
which is likely to receive Government
subsidies. This would have the effect
of reducing the amount of public and
private investment in energy produc-
tion rather than increasing it. Further,
the Government could not produce
alone the $600 billion needed in the
next 10 years tor help achieve energy
independence.

In the case of utilities, wouldn’t the
availability of funds from EIA en-
courage State regulatory commissions
to refuse rate increases in the hope
that EIA would finance utilities?

No. The legislation provides that EIA
cannot help finance powerplants un-
less the appropriate State regulatory
commission enters into a rate agree-
ment with the utility and EIA. This
agreement would provide that the
utility receive periodic rate increases
which assure repayment of EIA’s in-
vestment. This would also restore the
utility to a credit level enabling it to
receive financing from private sources
in the future,

15
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Will the costs associated with EIA be
included in the budget of the United
States?

Because EIA is to be self-liquidating
and its investments repaid, its outlays
will not be included in the budget of
the United States. However, ElA’s
losses or gains from its operations will
be included in the Federal budget.

What control will Congress have over
the operations of E1A?

Although EIA will be an independent
Government corporation, Congress
will have continuing opportunity to
review its activities. Since any EIA re-
quest for equity capital would be sub-
ject to the normal budget authoriza-
tion and appropriation procedures,
Congress will have the chance at the
time of such requests to review the
operations and policies of EIA. EIA
will also be required to submit an
annual report to Congress, and the
General Accounting Office is specifi-
cally authorized to audit the activities
of the corporation.
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If EIA is an independent corporation,
how will its policies be coordinated
with Government energy policies?

Prior to any financial commitment,
the EIA must submit approved pro-
jects to the Energy Resources Council,
the Federal Energy Administration,
and the Energy Research and Develop-
ment Administration for a 30-day re-
view and comment period. This will
serve to bring any EIA activity in line
with Government policies.

In addition, the President appoints the
Board of Directors of EIA, and they
serve at his discretion. His power of
removal would provide a further con-
trol over the policies of EIA.

But won't the President’s power to ap-
point or dismiss Board members pro-
vide a potential for political favoritism?

No. The legislation provides that no
more than three members of the five-
member Board may be from the same
political party. In addition, although
the members of the Board are ap-
pointed by the President, they are also
subject to confirmation by the Senate.
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Why is it necessary to create a new
Authority? Couldn’t ERDA do the
job with additional funds?

There are three major reasons why
ElA should be established as a sep-
arate agency, rather than assigning its
functions to ERDA:

1. ERDA is a technically-oriented or-
ganization, It engages in, and helps to
fund, research and development of
new energy technologies. EIA, how-
ever, is to be financially oriented, and
its activities will be commercial rather
than technical. A different sort of ex-
pertise is required for each function.
2.1t would not be a good policy to
combine the first-stage research and
development functions with second-
stage commercialization activities in a
single agency. There would be a built-
in tendency on the part of a research
agency which has invested substantial
sums in a research program to devote
additional funds to the commerciali-
zation of that program. What is
needed is an independent judgment as
to commercial feasibility, rather than
another decision#from the same agen-
cy to go ahead with the program.

3. EIA is designed as a temporary
authority. To assign its functions to a
permanent agency like ERDA would
increase the likelihood that those
functions become permanently inte-
grated into that agency.

Won't EIA just become another
Government bureaucracy, continuing
its functions long after the need for it
has passed?

No. The legislation provides that EIA
have a limited life of 10 years, and
that no new financial commitments be
made after 7 years.

After the first 7 years of operation,
the corporation will prepare a liquid-
ation plan for the corporation’s invest-
ments. If possible, this Plan will pro-
vide for complete liquidation within
3 vyears. If the President determines
that more time is required for the
orderly liquidation of E{A’s holdings,
he may extend the corporation’s life
for up to 3 more vears, after which
any remaining assets, obligations, or
required functions will be transferred
to the Secretary of the Treasury.
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