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.ly 15, 1975 CONGRESSlUl'\'J'..L .1\..L'-''-'~'~ 

cisions if we are allowed ro have other 

t~s. 
There is a strong desire on the part of 

anv Sena tors. if not all Senators, on 

liS side to look. at each issue as it comes, 

compromise where compromise is pos ­

ble, to vote with the other side wbereYer 

1at is possible within one's conscience 

.1 t;l1ese issues. I trer..l~ that should be 

otetl in terms of the very close vote that 

1st occurred. 
Mr. HUGH SCOTT. Mr. President, I 

ontinue to .say t.lmt there are issues 

n which we should consider possible 

tipulation, possible cpmpromise. Tllis 

:learly was one of tliem. This and the 

1ext one are the ones made by the Vvash­

ngton Post. 
It is no wonder that the . majority 

v;ants to steamroller us, not only on this 

Issue but on the next one as soon as they 

can .-get to it, because that knocks out 

the one possible proposal of compromise 

that might have had some merit here 

that we could have gone into. 

In answer to the charge that there was 

no steamroller, indeed there ·was. This 

issue passed, just before the announce­

·ment of the vote, by a majority, I believe, 

of three votes. Then four votes were 

changed. Of course, I would never, ever, 

refer to how they were changed, but four 

votes were changed. 
Mr. SYMINGTON. Will the Senator 

yield? 
SEVERAL SENATORS. Regular order, Mr. 

President. 
'The PRESIDING OFFICER. The Sen­

ator's minute has expired. 

Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that Mr. Sy­

mington have 1 minute. 
Mr. MOSS. Mr. President, reserving the 

right to object. · 

Mr. HUDDLESTON. I -object. 

The PRESIDING OFFICER. The 

objection is heard. -

/ 

EMERGENCY PETROLEUM ALLOCA­

TION EXTENSION ACT OF 1975 

'The Senate resumed the consideration 

of the bill <S. 1849) to extend the Emer­

gency Petroleum Allocation Act. 

The PRESIDING OFFICER. The 

Senate -will now proceed to vote on S. 

1849, which the clerk will state. 

The assistant legislative t:lerk read as 

follows: 
A blll (S. 1849) to ert.end the Emergency 

Petroleum Allocation Act. 

The PRESIDING OFFICER. The 

question is, Shall the bill, as amended, 

pass? The clerk will call the roll. 

Mr. ROBERT C. BYRD. I announce 

that the Senator from Indiana . (Mr. 

BAYR), the Senator from Mississippi (Mr. 

EASTLAND) , the Senator from Indiana 

<Mr. HARTKE), the Senator from Minne­

sota (Mr: HUMPHREY), and the Senator 

from Montana <Mr. METCALF) are· neces­

sarily absent. 
I further announce that the Senator 

from Ohio <Mr. GLENN), and the Senator 

from North Carolina <Mr. MoRGAN) ·are 

lina CM:r. MoRGAN) , the Senator from 

Minnesota CMr. HUMPHREY) and the Sen­

ator from Vermont (Mr. LEAHY) would 

each vote "yea." 
Mr. GRIFFIN. I armounce that the 

Senator from Arizona (]Vl.r. GoLDWATER) 

is absent on official business. 
I further announce that, if present and 

voting, the Senator from .t...rizona (Mr . 

GOLDWATER) WOUld vote "nay." 

The result was a!lnou:nced- yeas 62. 

n ays 29, as follows: 

[Rollcall Vote No. 281 Leg. j 

YEA5-62 

Abourezk Hart, Phil!p A. 

Allen · Haskell 
Beall Hatha...-ay 

Bentsen Hollings 
Biden Huddleston 

Brooke Inouve 
Bumpers JackSon 
Burdick Javits 
Byrd, Johnston 

Ha..-ry F ., Jr . KennedY-~ 

Byrd, Roben. C. Leahy 
Cannon Magnuson 
case Ma.nsfield 

Chiles Mathias 
Church McClellan 
Clark McGovern 
Cranston Mcintyre 
CUlver Mond&le 
Eagleton Montoya 

Ford Moss 
Hart, Gary \V. Muskie 

Baker 
Bartlett 
Bellmon 
Brock 

·Buckley 
curtis 
Dole 
Domenici 
Fannin 
Fong 

NAY&-29 

Gam 
Gravel 
Griffin 
Hansen 
Hatfield 
Helms 
Hruska 
Ls.x&lt 
Long 
McClure. 

Nelson 
Nunn 
Pastore 
Pearson 
Fell 
Percy 
Proxmtre 
Randolph 
Rlblcoll' 
Roth 
Schweiker 
Sparkman 
Stafford 
Stennis 
13tevenson 
Stone 
Symington 
Talmadge 
Tunney 
Weicker 
Williams 

McGee 
Packwood 
scott, Hush 
Scott, 

William L. 
Stevens 
Ta.!t 
Thurmo!ld 
Tower 
Ytlung 

NOT VOTING-8 · 

Bavh Goldwater Metcalf 

Ea.Stland Hs.rtke Morga.n 

Glenn Humphrey 

So ihe bill -<s. 1849), as amended, was 

passed as follows: 
s. 1849 

An act to extend the Emergency Petroleum 

Allocation Act 

Be it enacted by the Senate and Home 

of Representatives of the United. StateB of · 

America in Congress tusembled, 

TITLE I 

.SHORT Tn'LE 

SEc. 101. This title may be cited as the 

"Emergency Petroleum Allocation Extension 

Act of 1975'~ 

EXTENSION OF MANDATORY ALLOCATION 

PROGRAM 

SEc. 102. Section 4.(g) (1) of the Emergency 

Petroleum Allocation Act of 1973 is amended 

by striking out " August 31, 1975," wherever 

tt appears ll.!!.d inserting in 1ieu thereof 

''1-W.rch 1, 1976,". 
TITLE n 

SEC. 203. Section 11 (c) (2) o! the Energy 

Supply and EnVironmental Coordination Act 

"ot 1974. 1s amended by adding the following 

new subparagra.ph: 

absent on official business. _ 

"(E) Price 'trends and related developments 

for coal and !or other major energy sources 

which are not -subject to direct price regula­

tion at any level by the United States Gov­

ernment. As soon as practicable after the date 

of enactment of this subparagraph and at 

such times thereafter as he deems appropri­

a te, the Federal Energy Administrator, a1ter 

consultation with 1n.1ch other -persons and 

a gencies as he deems appropriate, ·shall pro­

vide an assessment of the t•ela.tlonship be­

tween price trends and related developments I further announce that, if present 

and voting, the Senator from Ohio (Mr. 

GLEl\"N), the Senator from North Caro-

f or energy sources covered by thi s subp~ra ­

graph and energy policies, In cluding any rec ­

ommendatioTis he may have !n connection. 

w1th sucll A-ssessment." . 

Mr. JACKSON. 1-Ir. President, I mova 

to reconsider the vote by which the bai, 

as amended, was passed. 
Mr. MANSFIELD. I moYe to lay that 

motion on the ta ble. 
The mot ion to lay on the table \Yas 

ag-reed to. 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that ihe Secre­

tary of U1e Senate be authorized to make 

technical and clerical corrections in the 

engrossment of S. 1849. 

The· PRESIDING OFFICER. Without 

objection, it is so ordered. 
ADDITieNAL STATEl\!El'\'"'TS ON S . 1 84.9 

EXTENSION OF EMI:RGENCY PETROLEUl>t 

ALLOCATION ACT 

Mr. MOSS. Mr. President, I rise in 

support of S. 1849, extension of the 

Emergency Petroleum Allocation Act. 

Passage of the bill is vital to protect 

consumers from unjustifiable oil com­

pany price increases, to preserve the pos­

itive trends we have seen Iecently in the 

inflation rate, and to prevent a new 

explosion of job layoffs in industry. 

At the outset, I want to make clear 

that our ultinlate goal must be to restore 

free markets in energy. Free markets are 

unquestionably a more efficient allocator 

of economic resources and a more effec­

tive protection against unfair prices than 

Government regulation can ever be. I t is 

equally clear, however, that there is not 

a free market in oil in the United Stat.es 

today. The price of oil, left unregulated 

by the Federal Government, is pegged 

to the monopoly price set by the OPEC 

cartel. That price is now around $13.~0 

per barrel, and every indication points 

to .at least another $2 per barrel increase 

in the fall -when the OPEC oil ministers 

-again meet. 
· 1:! the Emergency Petroleum Alloca­

tion Act is not extended. the Govern­

ment's authority to control oil price in­

creases will lapse on August 31. There 

will quickly follow a series of petroleum 

price increases which would be disastrous 

for the consumer, the farmer, business 

and the economy as a whole . .At present, 

about 40 percent of our domestically pro­

duced oil sells at the OPEC level, S13.4.0. 

The end of price controls will mean a 

rise in the other 60 percent from its 

, present price of $5.25 per barrel to the 

$13.40 monopoly level. That will mean 

increases in the price 'Of gasoline which 

. will make the ·4 cents rise of July 4 seem 

like peanuts. And gasoline price hikes are 

or..ly the beginning. 
The price of food will skyrocket, be­

cause agriculture-as every farmer 

knows-is energy-intensive, and fer til­

izer is made from petroleum products. 

Home heating and electric utility bills 

will continue to skyrocket upward-up 

nearly 25 percent this past year . 

The cost of all goods and ~~rYices "n·ill 

infiate because of increl\Secf Ua~s'borta-

tion and material costs~ l)' 

The President ha~ belatedly ~pg­

nized that instant deGS111trol ·of oil PJ;fes 

is a prescription for efWnomic d~re1-. 

I am glad ·to see him nb'w supporti)ig an 
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1 ·\rl'FC.' - l. \ .l .J ) .l:J -'-· - - '.1 - J ..:.. ' J . ) - J... .. :.1)) 

J L:Lv lD (h'gi-;h!in· day, .Ju.Y 10): Hl{;J 

::\lr. )f.\::\~J -u:l.l> (.for lrinr sl'1f and ::\[r. lfL ·(;If ~l'V'tT) sulHniltL•cl1lw follo\Ying 

collclll-rent rcsolutioH; which \\'lh on1c·r('d Jdd at. lhe cle:-:1;: 

JuLY 21, 1!){;) 

Considered and agreed to 

J·m .Y :n (Icgislatin~ chy, JcLY 21), 10/;) 

Ih~c:onsic1erecl alll1 ngreed to IJ} umurinwus c-onsent 

C 0 I~I C1U JR1FtfJ\flf 1F(1S§ f) 1L ~J-1fll{» )\f 
J>n>Yi(1iJw for n cmH1i!ional niliunrnmc·JI!. of tl1c Omli.!.TCs;.; frolll n , ~) 

Angn;.;t. 1, ·1 ~}7;), nniil 8q>tc·rnlJ(·r ;}, 1975. 

1 l?.csolced l'!.J the Senote '{th e flouse of 1/epresr-nlufil:rs 

2 con.curi'ing), 'l'haL when the t\\'0 llou~e.:; acljourn ou :Fritlay, 

3 .l1.ugust 1, 1~75, they stand adjunrncil unlil 12 o'clock noon 

4 on \Yec1neschy, Seplcmher 3, 187 0, or until 12 o'clock noon 

5 on the second <.by after their rc.:;pcctiYe 1\Iclllhnr:-; arc no!i-

G ficc1 tn reassemble iu ae('ordancc ·\YitlJ. ~<:<..:tion 2 of this rcso-

7 lntio11, \rhichever C-\:ent fir~t. ou·nr.'. 

S SEC. 2. 'l'l1c f:llH:akC'r of tlH: lf<.•H:-:l' ol ltq)]'e.-;t· Jlin!in~.:; 

D mu1 tltl' J>rcsil1C'lJt 1,ru tL·n tpPrc uf tltl' SL·JJ;tk .-::h,tllJt()[ify t1tl~ 

JO ::.\lt'lllhcrs of tl1c Hott :se nnc1 t1w Sc·u:dc·1 n·:---llLT!in·ly, to rc-

ll ~:--- ~(~l1 1lrll· \\'hcncn·r in their (lllitti,,n tltc· Jl!lldic· illlnl':-:1 :-:l1:tl! 
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l \'..<tiT<lllt it ur wlt('tlcn·r tl1u JWtjl)}·iiy h·;H1er of 1l1c\ Hou:-;c· nncl 
2 thu lJuljorit.y lt·;Hlcr of tlH~ }:klln[c·, acting jointly, or the 
B miuori!y lc.·;H1t•r of tbe Hotr;-;c nnc1 th· ntiHority ]c;Hkr of !he 
4 8l'll<ttc, acting jointly, file a. \nittt.\ll rcqncst \Yith the Clerk 
5 CJl the JloLL~;c ~m<l t1te Src~·eLny of the; E)crwic th<1l the Con-
G gn·;-;s l'l'<t~st·tuLlc for i1Jc collsic1nai im1 of lcgi::;biion. 

7 BEe. B. Dnr1ng tltc nc1jourumeHt of }Joill Ilou ses of Con-
8 grc~s ns pnn·it1cc1 in sec-Lion J, the Sccrei<try of 1.11e Senate 
D itnf111Ic Clerk of tJ1e H ousc, respcci"in:l.r, he, am1 tl1ey Jwrcl;y 

10 are, :ndlwrizcc1 to receive wc.;;s:1gc! . ...:, inclnding ycfo l11C!ssage .'\ 
ll from ihc ])resident of tlw Uniic·it SL1ic·.::;. 
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1 WILLIAM D. KELLER 
United States Attorney 

2 JOHN E. NORDIN 
Assistant U.S. Attorney 

3 1100 U.S. Court House 
312 N. Spring Street 

4 Los Angeles, California 90012 
(213) 688-7155 

5 PATRICIA N. BLAIR 

7 

8 

9 

10 

11 

12 

13 

Department of Justice 
Washington, D.C. 
(202) 739-3367 

Attorneys for Defendants 

IN THE UNITED STATES DISTRICT COURT 

FOR THE CENTRAL DISTRICT OF CALIFORNIA 

EDGINGTON OIL COMPANY, 
a corporation, 

Plaintiff, 

14 
v. 

) 
) 
) 
) 
) 
) 
) 

FEDERAL ENERGY ADMINISTRATION, ) 

Civil Action No. 
CV-75-1490-LTL 

15 

16 

17 

18 

19 

20 

an agency of the United States, ) 
and FRANK G. ZARB, Administrator, ) 
of the Federal Energy Administration) 

Defendants. 
) 
) 

CERTIFICATION OF VERNON AFFIDAVIT 

: ~~t I hereby certify that the attached copy of the Affidavit 

2~ of John Vernon, dated January 21, 1975, which I understand is 

23 to be filed with this Court in connection with the above-

24 referenced litigation as Exhibit A to Defendants' Memorandum 

25 in Opposition to Plaintiff's Motion for Preliminary Relief, 

26 is a true and correct copy of said Affidavit as originally 

27 signed by me in January 1975. 

28 

29 

30 

31 

32 

ubscribed ~ sworn to before 
e this 2~ , day of June, 1975. 

My - commission expires: 

My Commlssion Expires September 14, 1979 

' I ~ 
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ArFIDT\VlT OF JOlll~ VEfUlOli 

\;jJ\ ffi T) ~ 
~ 

I, JOlll·l VLIU·lOU, Sciny first duly S\·1orn, on ooth, depose 
u n d s l a t c u. s [ o 11 0\·/ s : 

l. I oil\ Associ.:~te A!.:sistont AdrninisLr;·,tor. for Fuels 
!-\ u. n ~~ s c t n e n t , 0 [ [ i c e o f 0 p e :r Cl t i o n ~; , I\ c CJ u l ,, L i o n ~; t1 n c.l C o til p 1 i o n c e of the federal Encujy'Administrution ("FEi\"). Prior to 
join in'::! FEi\ 1 ~~ l'H~c.locessor uCJcncy I the l't:d(~rll J. l:~ne1·(JY Of [ice 
(l'fEO") 1 _on feln:uury 2S, 1974, I wu.s .:~ssocit~Led \.Jith Creole 
Petroleum Corpor~tion, Cl Delaware corporation affiliated 
with the Exxon Corporation und heudquartered in Curucas, 
Venezuela. t-\y last po;,ition ut Crt:olc \·:.:1s .:1!~ Senior i\c1visor. 
I hold <1 G<~cheJ.or. of Science deyree :in Cllctn.ic.:ll Enl)inr::eriny 
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~ from 1-la.ssuchuselts Institute of 'l'echnology .:1nd a. !"-laster of n 

I ,, 
l 

.. -~--~--

~-

nusiness Administration degree from llorvarc1 Univer.sity. 
I \.J a s a n a c t i v e lJ a r t :i. c i p u n t i n F E 1\ 1 ~; de c i s ion to i rn p 1 em c n t 
the cos t e q u c.J l i 7. 0 l i on ... p 1: o <J r t1 m d c: s c r. i b r. d l.; e l o ._., 1 t1 n d my of [ ice 
i s r e s ~on s i b l e [ o r the .:1 d m i n i s t r. o t i on o [ t h Ll t p r o t_n om . 
I. TlH! Emcrc;en c y r'et-.ro)P.um A)]OCCII.ion i'ct of )<l73 .:1 i'id Age nc:y_- HcC1U lations He l t1l i !2.SJ~-C l''-2~~~- C1 i l_:_ 
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A. r<enui..rcrnC'nt:·j of the Ef11ergency PP.trolc:um : A l J o c i l l i o n 1\ c L _ ~~ 
·; t /.. FEA is responsible for the developrnent ond implementatior:~j of a progrum for .the mondatory allocution ~nd pricing of · ;.~ crude oil, residual fuel oil a.nd euch refined petroleum 

l 

product under the I~mcrgcncy Petroleum Allocotion /•ct o[ 1~73 
("Allocution Act'') 1 v1hich became l<~w on t·lovernuct· 27, 1973. 
I n S c c t ion 4 OJ ) ( 1 ) , Con g res s s p e c i f i e d o b j e c t i v c s v: ll i c h m u s t 

b~: • I ., 
~ I 

be met, "to the muximum extent pructicuble," in any .::~llocution 
progrC\m, incluc.linCJ the follo,..;in<J: 

~
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II (I) ) l )l' (' ~; c: r v <"I l i 0 n ' ) ( ,l ; I (~ c () ll n II\ i. c cl 1 l \' s () u 11 d <"~n<J co:J))cl: il· i_vc: pclr01C 1JII\ ir.du:_;t.ry; includitHJ the p r i 01: i t y n e c c1 s l o r c s l o r c <111 u f o s l c ~~ corn p e \.: i \.: i o n in l h c prod u c i. n y , r c [ i 11 i n q , cJ i s t-. r i b u I ion , 1n .:n- ~: r: t in g , · <~nd p0lxochr:mic<ll'(;QCI'.ors of ~;uch ; 11du··. 1·. ry, <1nd Lo prC"~;crvc~ Llll' C()r!lj11'\.:i liV(' vi .ll'i) .i 1.•,· nr i ll'l"l)(' llri••tl\'. 1· -c f i n '· 1· :: , :..· 1 ;1. 1 1 J. r r_· f i n ,., r :; , n : l: 1 - ~ 1 :- :11 "·' • · ~ 1 i 1 : < ! ' · 1 " · 1 1 d '~ 11 L nl<~rkc\.:<.21-~;, and brl1ndcd inucpcnu<.2nl mi.lrl~cLcr~:;; , . 

* * I< 

"(F) ('(:IJit:-'!blr? cl\s\.:rih\11- ;on of rn1rh~ oil t'C~idiJ.J] r1.:t~-l-·0i-l, Z\n(l rcfitH:d ]'r:Lro]c:u:n pl:oducl:s <l\.: c·q•Ji.L;I;11': j·t·ice:s <lii'C'II:J <11]. rC(Jinn~: r ~r. the U11ilcu Stutes ;,ncJ sccl.ur:; of the pc:ll·o)r.;\lln indu~~LJ·y , insluding inde~lC 11 rJcnl. r<.:f j nc~rs, s1n,1) l. ref i lH'l' :; , nl'n-llr,lJHlcc1 inc1erc:nc1r:nl r1ud·.ctC'rs, br<~ndcd inclct>cnur:'n\.: rn:•rl-<clcrs, ond <:1Iil011'J ull u:_:el·s; 

I< 

* * 
II ( l! ) economic efficiency; .and 

"(I) minimization of. economic eli slortion, i n f 1 c ;..: i l 1 i l i \.: y , ,l n d u n n e c c s s ~ r y i n t e r f e r c n c e ,.,. i \.: h mar}~e\.: r.~echunism:;. 11 · 

3. ln S.cctiun 4 (c) (l) of Lhe 1\cl, Con cjl'es s rr!(Juired 
that the mandutory allo'cL~tion progr_am fot· cruuc oil shall, 
"to the extent: pr<:acticL~blc .:•nu con~i~Lcnc: I·J .i.Lh the oujcctives 
o[ sub;:;ectic:JlS (b) und (d)," r.C'::.;ult in L.hc <ll.loc<ltion of 
crude oil l:o each "srnull :rcfin~t-" unc1 each "independent 
rcfinc1:" in .:1:1 amount ..... not less than the c.'11nount sold or 
o the n; i s e s u p p l i e u l o such r e f i n e r cJ u r i n <J \.: h e cor r e s pond i n <J 
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period of 1972, 21djustcd to pJ:ovicJe for the <l ':JCJ l'CCJillc shortfu.ll, . 

'. i 
. I 
- · ~ 
~ I if any, in. to\.:<~1 crude sup!,) lies . ur.dcl- 1977. lcv0.ls. The 

term "indl!!:)end e nt refiner" is def.ined in Section 3(3) o( the 
1\llocation 1\ct as any refiner that oll\.:ains more than 70 
percent of its r~finery input from sources not · subject to 
i L s con Ll o l il 11 d 1·: h i c h m Ll.l.." k c l s ,, subs l .J n l i. l' l l' or l i t' n o [ i l s 
(_l,lsolinc Lllf()U<._Jll inclctJCildenl l'ldt-Leters. 'J'lw Lerrn ''smt\ll 
rcfinc1·" i:-; dc(incc1 in Gcct.i.on 3(~) oL Lhc i,llocdlion 1\ct us 
li n y r c [ i n e 1· ,,- h o s c L o l a 1 r c [ i n e r y c <1 p .J c 1 t ;• doc s no t c >: c c c d 
l 7 :) , 0 0 0 burr c 1 :; I' c· 1· d .J y . 
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~ ~-J,_·~~UldLOl , ~g_rJ£ lo Crude Oil H1.~ L1 l. >.~',1 

ll. The tnincipz1l compOlll' ill:. of the J:r:<JUlotrn·y pro(_Jrum, olhcr. 

Lht1n the cost cqu;dizaUo'! prc•,'Lllll t~l i·;~;uc~ h·~rc~, v1hich h<\VC' been 

clcviset.l by YLi\ Lo rccjulole the olloc:ati,)n ancl pricin<J of crude ' .... 
... 

. ·;' .' ' 
oil, ore dc::ocribct.l lJJ:lc[·ly i n t ll c i > o r cHJ 1.· < 1 i 1 k.; lJc J O\·.'. 

·P,.~ 
J~;•ch of these~ 

pl:OC.JI."ulil:J l. '. _, C\H"rcnlly l. 11 C ( f. e C l u ll d o [J ~~ ,. Z1 l. C s 1 11 r_: o n j u n c l i o n .,., i L h 

the cost cquuli:-:.ltion rJ:oqJ:Cim. 

(1) Th<? __ :t:::_o-T icL~ic ir~3-~~:m 
'- ' 

5. llec_;inn1.ncjiil--l97.l, a scric~> CJ[ "lcopft·o~trJiii~J" 
' ''V" I 

sctllcmcntf~: 
. . ~ ~ -\vcre cnteJ:ed ini:.o b<=th·een mcml;ers of the OrCJ<I11izL1tion of Petrolew~ 

L":-:pol:tin<J CO\l11Ll:ic·~; ;lncl the !n.JlOJ." inl<?L"Ililljoll<d oil. vroducers ,,•lJic 1 
; I r0ridly incrcu:-;cd thr:! posted prir:l.! oE <:J:\Itic r;i 1., r~C~cll settlement .. 

being some·,!lwt higher thon the lost ond eu:ch drivin(j up the price;·~: 
~'.;• 

o [ c r u de u i l i n the vJ or l d m ll r k e t , includiny the pt"icc of domestic~ 
' crude oil. The :1 I cl u r i n g t l1 e S u mm e r o f l 9 7 J , the Or.gunizC~tion of 

Petroleum r:::.:portin<J Counlries, by concerted <1ctiun, ~.-,, iscd their 

.. 
I 

I I 
i 

oil p r ices ::> u b::; L u n t i oll y <1 bo v c pre ··ii o u ::; 1<:~ \' c l s . Fot· at lec1St the? 
1>: - previous 10 ye<ns, the U.S. llit<.J c.:Jro~m increL~sinCJlY rcli<1nt on for~~: 

cru<.Jc.; oil due L:u:gely Lo a .i..L!Velill\j ·orr u[ du, .. L!~·i.~c !Jl.vGdc~.i.on, .:1 

thcre(ore the nation h<1d no choice out lo <Jccr~pt the 1973 price 

J..ncreascs i( curt·c:1L J.cvcls u[ suptyly \:crc; lu be n.ailllJine<.J. Thu 

in i\ugust 1973, v:llen the Cost of LiviiiCJ Council <lcvisc<.J ll system 

p r i c e·-c on L r o l s [ or · the p e t r o l cum i n cl u s try.. i t co n c l u <.1 e <.1 t h a: t 
1 

while most uoincstically-pro<.Juccd crude oil il:1<l Lo \;c subjected . 
to cei1in<J price contr.ols to 11\lnimize os much Lis possible the 

inflo_tionory impucl: of v/Orldwiclc oil pn.ce J..ncrcases
1 

ccrtoin 

.-
1 

.... 
., 
);: 

domesticolly-produced crude oil had to be exempted from ceiling 
~· 
~- , 

prices to ci1cou::.:JCje domestic p1:o:.lucl:ion 0'/e:· Lhc lonCJ run. «j 

G. The ~;uluLion \~·0s Lhe "L\·Jo-tieL·" price !;;·stem for 

cl or~ e s l. -~ c crude o i l 1 p J: o ;n u l y .:1 L c d b)' t h c Co un c ) l on ]\ u ~~ u s t l 9 , 

l 9 7 J o :; p ll r l o [ t 11 e Ph u s c IV l 1 c 1:.1· o l c u Ill p r .i. c c l- l: \j u LJ Lions ( G 

C.F.H. S 150, Subp<1rt L) oncJ ~;ulJscquentl.y Zlcl•)pLr.~rl on JilrHll1ry 

l·;, l'.J/1 <1~; l'ul."L /.L.', :.;ull;l,\l"L !) ol Llw I"LU ;·,lli~ll ~\.c.'~'f dh<o--l._r ul·~Uil\ 
Q <',. 

..., 0' ---- < .., 
c:. ""· ,..> ~-

':__/ T~1c fi1·st S·lle of jnq>OJ"l<'d crml'.' \o;d:; ,,l~;o r':-:· ~(~ )Lccl L'"ro1~1 ceil 
pt·iccs becc:Juse it v:o~s not 1~ossible to ohtoin su((i~icnt:" ir.~ported 
supplies ul: u controlled price. 
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Allocation und Pr ... ·2 n.egulaliflll ';. 
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u r i ..:~ [ l y , u, "1 ~ r L 1\ ~ t '" o-
tier priciny syslc:rn, Fl~l\ iwpo:.•· .; u cc:jljny price on uomcstic 
crude oi1 prouuced from u CJlV~n properly when prouuction is u.t 
or !Jelo'.·/ the level o[ 'pr'oc.l"-.tclion from ll·-: :.~.:~me pt:operty in the 

~; ,. •, 
~ . -st~me· month o[ 19'/2 ( i .0.., "old" oil) Tlli.s C'l:.i.J illfJ price i!; biiSi-
1 

Cillly lhf.~ l·lc~y lS, l~7J po:;L-:c.l :n·.ict~ [llU!~ ~~l.l~i, 0r c~bout $~).25 l1c1· 
uL~rrcl on tlw uVel"i.ICJe._:_/ Crude proc.lUC<.:!U in l!XCCSS of 1972 
pl~oducl:iun lcv~J.s F-r.m:l.-tlH.: Si.\1.1':: propC'r.l·-:1 (G~.·, "nc·.·:" oil) 
is cxc:rnpl frorn l,ricc contt·ols, unu each l.J,1rt·cJ. o( nc1v oil 
prDc.lucecl relet:~scs frorn pr.ice controls c1 \),1o~c.l o[ olcJ~oil 
(i:_:_~., "t·elc:Cl~;cd" oi ll Tl,u:;, [or c::-;i.li"i,l':, j r. ,, pilr \...iculilr 
propc;rty proc.luccc.l 100 bt:~rrc;ls per doy in 1912 LliH.l 110 barrels 
per day in 197~~ 90 bu.rrels v;ould have l.o be solu at the 
FEI\-imposed. ceiling pr.ice 1 anc.l 20 b,1rrels (10 b<.u:Tels of 
" n ~ w " o i l p Ju s l 0 u <H r c l s o f " u: l c oJ s c d " o i ll co u J d 1.; e ~ o l d 

' --~. 
'\ 
t. 
~-~ 

r' 

-· 

:·I 
I 

~~ 
:~· ~ ... 
s~ 

ot the; free rnarl~et price. l1lso exeli~plec.l (r:om price controls 
~"''ere (i) by Congrc;ss in tlw /\llocution l1Ct 1 the first sale 
o f c r u cJ e o i l p r. o d u c e d f rom " s t. r i r p c r " ' .. c \. l s ( i. . e . I '" e ll s 
vlhich Ln·oduce le-;s than J.O bu.t-rels pc:r cJ<~yl untl 1 (ii) by 
FCt\ in its U'(jUl(lliOI\::;, tl1e [i;:~~t :;,<lc j1it.o U.S. coi\\;n•..-:l·ce ... 
o[ impor Lcc1 crude oj J • 

' 7. Cruue oil pric~s ore si<Jni(icanL not only u.L Lhc 
·~ .. ::- pr.oduc·cr level, but ulso <lt tll~ refiner level l\r,rJ <.1t Lhc 

m o r k e l i n C) l ~· v e l ( i . c . 1 l he r c :.; c ll e r :.; o [ 1· c t: i Ill.! J p e L r u l c u 1 a 

~j 
.~ 

i 

p r o d u c t s ) 1 s i n c e F E l\ r c g u l u t i o n s p e r m i t r. 0. [ i 1 ' r. ~~ s (I n cJ r c s e ll e r s --~-~ 

. to poss through incrcu.sed crude oil costs in the sulc o( refined 
products. Under the price rules, a refiner may charge no more 

:.- thun its l·\<1)' JS, 1973 price on .1 <Ji.V<.:I\ proc\ur:L p\11~; '''' <Hlju:.;Lment 

'-' 

for net incrco:.;',::!; (C.'\·er t·\il)' 1~73) in Llw co:;L o( crude 

~ rj 1\ot·c ~;rc:cifir.-:dly 1 undr:-r· ~~·:ction /1~.71 ('f l'J : ,\ l·crjll1i\Ljons, lhC cr~i\.illf:J price f'Cll ,\ [);JrtiC\l .\dr <Jl'·ld•' r , f r\('i.lo·:-;l.ic: C:J'Ilde in a p.>J'Licu!.:JJ: fic:ld i :; (i) l: h-: 1\ir;l\cc-. t~ \'tl:-.L•:rl \' rirr. fnr Lh<ll <jr,lilC: u: c:l'ill\c ,,,_ 1\\;1 fi .r•\d (\1\ :1.1)' 1'.··. \'!,'\ (tl' \1\ llll' .lll · ;· ~ l\(:o~ nr :·.1\· ··h ,, i'r i (: •·, '· lr··· 1·r• " ', :1 pr· i ···.: f r,r (''-'''''":· .:!, 1 ·· :· 1 lltl,.%{'\"f."t! o ''~ n·.:.1rc:;t (j~lc.l Oil Lhllt d;tl~, ! .t lu~; . (ii) ,1 1n.1:·:ir.11.1m ol ~~l.J:, n-C .. t'. b,lrl.-<2-l. . 
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Dil ([ore.iyn <1nd c .1estic) ontl p urcll<Jsed 1:cfi . . d products. 
IJ a s i c <1 ll y , a r. e f. i n e J: ' s p r ices ,.,. i 11. 1: e [ l e c t i t ~ o v e 1· a y e 
weiyhted crude oil costs ,plus its i·loy 15 pro(it rnargin or 
murkup.- \·lhile !loy 15 pro(it marg.i..nl:; rn<~;' Vdl'Y slightly (rom 
[irm to firm, ll1e lclrcJ?.St contr~ilJutor to v<~ryjnq lil\,·(uL ,. 

prices churqecl L'J' l-~[jnr~r~~ is thr~ <.li.f:fr_::rr~ncc~ i. 11 <IVC:J'<HJe 
vJciyllled crude co:.;ts oL..LJ:ioutublc .Lo the operation o( Lhe -·-
t '.·:O- tiel: ~ L".i.C i I'•'J S :r· ~; l. r__:;n. Tll<..!.:>C dj.f.(crcrll l.il·,,·(ul prict..~s 

·urc po:;~;ed on iJt lhe 'vJllolcsulr~t- c1nd relclil<~r l. evel <JS such 
reseJ.lers <He rcqui1·ed to rcml.lin \·Jithin Lh<~ . ir 1·\i'IY 15, 1973 
m .:l r k up o n l·' ru c1 cr..:: L:..; , •,: h i ) o. J.l.:l ;, ~ i n '.l ll1 r r) IHJ h clll)' i11r.::::c.l~;ed 

product cost~ f:rom their suppliers.:_/ 

(2) The Dr..!CC171bcr. l Hulc -- ~~cction 7. J l. G J ( ,, ) 

8. The imposition of the l\ruh oil emuorgo in October 
1973 .:~nd tho sh<~l."p incl."C·)Ses in the posted prices of (oreiqn 
crude o i l (j r c <J L l )' in tens i. [ i c d the den~ .:l n d [or p r ice-co 11 trolled 
domestic crude oil during the Fu.ll of 1973. Shifting of 
norrnal suppliet·/purcllascr reliltionship:.; \Ji.IS occurriiHJ during 
Dcc(.!r.1bcr 1973 in anticip<1Lion o[ LlH:! ne· . .; .l'l~~!Uli.l loq· iJl:'Ol.Jl"urn 
J:C'!quiJ.-cc1 hy the id. loc<•Lion i1cl of tlovr.nd,cr 1.7, l'J7.\, \·.'i'lir::h 
many refiner~' <l:3SI1TnCd \,·ould re::.ull in <J (J:cc<:~ of contractue~l 
r e l o l i Of\ s h i p s be t \·I e e n sup r l i c r s <1 n d pur c h o s e l." s , o \l t no t 
be(orc the e11d of 197 3. In r.L:sponsc to th.csc cunsiclcl."<Jtions, 
fEi\ t::dOiJLcd Lhc so-c0llcd "Uccc:mbCl: l'' rule (J( ~ 2ll.G3(a), 
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vlhich p_rovides in substance that supplier/p11rchaser t"elu.tionships ~~ 

M 
*/ fET\'s {Jrice t·cgul<ltions carry out th0. provi;,ions o( :.- Sr:r:tinn 1\ (b) I)) 0f t.1v; f\.11or:-•t ·. inn T1r:t, ·•hir·h l,,.,-,,;,]ro t h·"1\' _ln ~;p':ci(~:in<J !!t'lC·~~; for ulJocdLc:u pror~ucl.:; (o1· in prl~:;r:ribi.ncJ the rn,•nnct" for dr~l.crmi.n.i.ll'] thro:.1), !'C,\ 1: \•.1:.t \\i;c ,, :.i . ll'il(~ do1lC in ("011'i''1Li. nrt thr• l>:sc 11;iccs ;,t ,Ill 1r:•:c\~; nf 111.11·Lrt· \11'] ,11\d <l{;,trjbulir ' ll unci f'iJ\ rTl'.lSl: J'Cl'lllit ,"\ "du)]ilr-fur-do) ]<It' p.1::;s LhrOUl_ih" o( net incrc>J~;ed J•roc1uct co~;ls Lo all m,1rkcLers <1nc..l cli:::;Lrihuloc_; ,1t.: lhc rctu.il level. 
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in effect unuet' Cl .L'i"ICtS fot· illCS 1 tJUL'CIIi1~~C . tllld C'XCh<'IIH.JC~; 
of domestic Ct'Uue oil on Decet•IJ ,cr J., 1973 :;lloll l."Ctnclin in 
effect for the duration of thu c1.·uc..Je oil allocol.l.on proyram. 

. ! 

.. 
' 
r ~ 

~~ ... \·lhile the Dcccmbc1: l t-'ul'c {reuzcs supplier/tntJ·cll,1scr ,rc:J.alionsllips '"" 
Clnd mo.i11tuins e;;~jct\Li<~l SlllJt>lY cllonncJ:;, tile l'ulr! 'w'o:; 110L 
c.lcsi<JnCd to cliiU d0•.~:; not. CIChil!VC ·::1 f:ldl t'lll'J ~·: ' .1-~~:~~~ -~- <1) loc<.~t.:.ion of 
l_Jt:ice-cun_LrollccJ ulcJ oil, the you..l;__l:'L!\'s cost.:. cqu.:llizull.on 
pco:;r.lr.~ i:.; intc;'!dc:J ·La·;lchicvc. 

(3) The lt'J·.!r; _Oil 1·\QIH.l..Jl.or:y S~1l.c·~; ("l_l_l:_l_'>'_LScll") PrOCjt·um. 
9 . !\no the r m a j o r · c l em en t i n F L J\ ' s c r: u cJ c o i l r e q u l a tor y 

proyr21.1 is Lhc 11·11lcJiJtory Cruch! ()i) :.~.\l.c:; l'LO'JL'illll set torlh 
in l 0 C. F . lL !1 2ll. G S. The purpose of Lllis proyr<lln is Lo 
cor r e c t the s u p p J. y i mba l a n cc s be t \·: e e n the m u j o r i n L e CJ 1: a t c d 
r e f in e r s on the one h a n d -- \·Ill i c h ll Cl v c r e 1 il t i vel y CJ 1: e u t c r 
d i r e c t: con L r o l o v c r b o t h don 1 e ~; L i c t1 n d [ o r c i q 1 1 c r 11 tJ e o il 
production -- and Lhe small and inucpe!mlcnt rof) ners on the 
-other-- v1hich had been dependent upon foreign crude oil or 
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~ - : 

,: .. . 

,i: 

·~ · ' ,, 
~-
·• .. 

-· 
~ ... . 
.: 
;~-

' 1-' 
• I 

I 
upon dom(;stic crude oil deliverecJ by lllr..: lllajo1·~j \-Jhich, in turn, 1 . i r e p lac c d i L ·,.; i til r e 1.:1 t i v e l y i n c :-: r c n::; i v ~ L u r ._-~ i ~~ n crud c o .i. l . 

:-\ 
'' 

furtherr.1orc, bcc cll.l:.r:! o[ the inct:<:'o.~; _i _ ny I'L i,_.,2 d.j :._;l'·:n :i.Ly l~cl\·,·een I 

[orci<Jn clnd domestic crude oil, the hu;/sC'1l. proyrum \·JL\S ulso 
d c s i y n c d o s t1 p r i c i n g !1\ e c h c:1 n i s m u y \-J h i c h s m.J l J L\ n d i 1 'd c p c n d l! n t . I 

r c f .i. ncr s w o u l d u c CJ i v c n ~; u 1:1 c o c c c s s l o t h c h c 1 H" ( i t s o f p r i c e- '· 
controlled domes tic crude oil. 'j' h u J I t h c : I)\ i J' / ~; ·-~ l l l' L' 0 tj l' u 1~\ h.:! :.; 
served both u. supply u.nd C\ pricinq function. A~ described below, ~ -·· 

. _._.. -"' 

b 
~ 

. 

• 

the program's sutJply objective is to ussure cuch small u.nd 
independent refiner prcfcrentiu.l ullocu.tions so that they moy 
ubt<l~n volu:11~:; no\'. lee.:; l\1,111 Ll1c vo}III11C:.; L.lll ."i \l;\(.1 i11 l:J'/2. 
i\llocutio;1 IV:L, Section •\ (c) Cll. '.h\.h rcSj)('C\. Lo prlc:c: 
consicJct·uLiollS, uuy/scll pro:Jra;n sales u.rc ba~;ic.llly mc1dc 
o.L u rcfinct· ~~;cl.Jcr'~ \·:ciyhlcd <l'.'Cl-.::lCJ'-" prjc(: (vliLh CCJ'l<lill 
,J cl j u ~; L m L' n L s) 

S'JI:IC d C: C ,_. :; ~;. 

L h c r c h y CJ i v i n (j ~~ 111 .1 l J ,, n d i "cl r · i ',-' r' r I·~; 1 L r r ~ f 1. 11 c r ~: 
lo Lh· ~ \)' : ll•.: f.i.L:..; OJ. !l;j(·r.:-C()lll.LU]](··J 
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Q 1 n e l i o 1: l1 U 11 CJ 1 l o s om c c x l c n 1. I l: h c o v r ~ r i.lll l·' 1 1 c <: i 11 0. u u i l j c s 
thc1t \voulcJ otltcJ.: ·.,·iso. prcvuiJ. <.Is .:.1 resul-t: u[ un0.vcn distribution 
of price-:-controllccJ cn-:cl.? oil among refiner:.. 

10. Ur.clcr lhe buy/sell prog't:ull\1 'l.IC!l "~:mull refiner" 
um1 "indcpemlcnl tcfi[1cr" (.:;s Lhosc terms <trc cJe[inccJ in 
S c c l i o ll s 3 ( J ) tt 1 1 d J ( ,\ ) o [ t h ~ 1\ c: L I r c :; l 'c c L i 1.: c l y ) i s c n t i t l c cl 
to purchase in ecu;;h. t-hree-month olloccJ.lion yuc1rter an amount 
of c<t:udc oil cqu,1l to the difference lJcl\-:C',·:Il (l) onc-quurlet· 
.o [ the c r u cJ e o i l i t r c f i n e d ( i . e . I i l s " r u n ~ l: o s t i J. l s " or 
"crude runs") dut·inCJ the year 1972 and (2) l.llC! volume of its 
runs to stilJs during the pcl'iod l,.C'bntill')1 LllHHI(jh 1\pJ:il l97ti 
(\o;ithout · reCJc:ncl to buy/sell purchoses or sc1les by the refiner 
during Uwt period), subject to certain ,,dJustmcnU; not 
p e l.' L i n e n l h 8 r e . P u r c h c1 s c s by s m L.l ll c1 n d i n c1 c p c ll de n t r c [ i n c 1· s , 
ccJ.J.J.C'd "refiner-buyers," cJ.t· c r.1<1cle (rom Lit·~ lS U.S. n'[ineq; 
w h i c h a 1: e n c i l h c r " small" nor " in cl c !J en cJ c n t " v: i l hi n L he 
meaning of the l\llocc1tion l\ct. This group, · ccJ.l)cd "refiner-
seller<.;," incJ.uJes the 15 ' l.:nycst inlr:'Ul'itlc·d oj) cctn~'<ln'it>s 
in lhc United Stoles~ cxce:pl for sevcrt:ll fi:·tns clt~ss.died as 
inclC'pc~nclcnl: rc(incr:; lJy rc.::tson o( their rc .l.-~LivcJ.y Sllt<\ll 
c11\\0llnl of cr.,nl~ rollcd r)ro<lucti..on. Lac h r c ( i ncr- s c ll e 1· ' s 
share-- of the total sales obligotion uncJcr lhc buy/sell list 
i s f i ;.: e cl ; • i t. i ~; t h c r ll t i o o f each r c [ i n c r - ~j c l l c r • s r c ( i n c r y 
cupocity to tltol: of the lolol rei:incr·y ci:lpacity o( c1ll 15 
refiner-sellers c1s of Jc1nuc1ry l, l97J. 

ll. F£7\'s spcciul priciny rules governinCJ ullocation 
sc1lcs of crude oil . under the buy/sell proqrurn, 10 c.r.n. § 
212.9•\, provide that c1 refincr-sellecnt.ly churyc the ,,·ciCJhlcu 

. c1 v e 1: il (j c p r i c c o [ a l l c r u cJ e o i l cJ c l i v c r c cJ t o i t i n L h '...! u 1· e c1 
of th'2 country v:hcrc th0. sale is mi'lde in tltr:- month in \o~hich 

. Lhe ~;,1)~ ).~ rn.:tdC'. 'J'l'e seller n<~y i:ll~; o t:\Ch l Lo the !'rice u 

~ .·' 

~:: 
.... ) 
•V . ·' ,• ' ,· . -

i. 
1:-. 

l>\' 
~· ; .~ 
' I 

r"', 
. i 

r:=! 
.... , ·, 
:. · · ·-
~ 
f j 

' 

i .. ~ ..... 
...... 
,.:' 

t~. 

I 

. I 

:1 .. -
;~~ ... 
!"".! 

; :1 

· .. I 
; I 
' I 
' · '· ~ 

\ 1 
L.l 
I· 

~·· I 
f-1 _, 

I 
I 

"hllnr.\lin'j (cc~" nr ~1 () c c n t :-: 1 v· r L d r 1 · c 1 ,1 n :1 r·•·•Y ;1rlju::L Lhc I 
. //. t Ctc' J) ).._ I ~· <',...\ 

(

£::) .,.,, 

...., :;;I I \~ f:i - 7 -

'(o / _.-..-
'--~ ~·--- 1 

I 
.; ~ 



·. 

.~ 
~ 

I 

p1.·1cc Lo L1ke into uccounl tltr::! L1c\: tilal the crude oil sold muy be of a hic.:Jher or lo'.,•cr :1ruGl~ Ll)on ·lhQ ~-.cllct·' s ~~vcrat_lc CJrude. Further acljustment muy he made, if necessary, to 
. . 

shi.(t.lo the buyer tr.:lJ1~;porotion cost:,; <.J~;so~.:i<ttcd h'ith the 

. . 

. "' s.:tle. The pl.'CHJritJn ulso ollow:::; c1 J:efincr-~;cJ.Jcr to pdss 
.. 

lh1:olll_;h on o <.lulL.-.r-for~rJollar l.J<1~is i11 .i.L:.; t't·ices fo1.· r.c(incrJ rr::!tr.olrum t'r~~h:cts <1ny .incr.ei'lsc<1 co:-:.L~; r.eJ.:1terJ to 
~· -

replacinCJ <~lloc.JLc.:d crurJe \-.•ith hi·CJilcr-priced, for·eisn crurJe oil. 10 C.f.H . § 2ll.83(c). 'l'hcl."e(ore, u refiner-seller i~ pel..'mitl:ed hy Fl:,\'s pl.·icinrJ rules to rccov,~r fully \~he pt:oduct and non- prod u c L c: o s L:::; <.~::.;soc i <1 ted 1v1 i L h sa l c s 111 u d c u n d l! r the pr.ogram. 

I I . The Cost Lquulizution ProycJrn. 
1?.. The nc\·Jr...:st component in FE!\'s rC\'ululory prOCJl.'oiTI conc8r.ninCJ crude oil is its Cost [quoliz,1tion Proyrom, 39 F.R . 4224G (Oecember 4, 197-1), thc.c1cvelopmc:nt and specifics o f ,_. ll i c h il r c; d c s c r i b e d i n t h c p o r o y 1.· u t:J h s t h ,, L [ o ll m-.r • 
l\. liiLrouucLion 

13. i1;, prc·,;iou;;ly note:rJ, ncJt oJ.l.J.::rudr~ o)l refined in -
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t h ~ U n i t (: d s 1.: o t c; ;, i s s u b j e c t to r r: 1\ ' s c: <:' i .1 i WJ p r i c 0. r c g u l i'l t i o n s . , Imported, neH, relcuscd und stripper well oj.l, constituting . • _,_" oppr<:r>;imotely 60 pcrccnt . of ull crude oil run~; to stills 1n domest).c rc(j.neric~, is price:J lll. e;::.;~:enL.j;l}l~· Lllc \·:ot·l·d m.:nY.et, \-.rhi.lc the bolunce, old oil, reprc~;cnL.i.l)(J upproximutcly 
. --~-"" 1. 40 pe.rcent of oll crude ·runs domcsticully, is subject to the ccil'iny price rcgulv.tions . Ho.,.,·eve:r, bccuusc of the t\-.ro-tier pl..' i c i n <_I ::.-. y :._~ to 1.1 .:-~ n c 1 t h c d r om<.~ t i c p r i c e i n c: 1 (' <l ;; l' :::; o ( : o r c i CJ n 

:.-
c l..' u d c o i. 1 o \' c r til 0. 1 u s t y c o r. , u s o r c s u l t o f 1.. h c 1\ r .:1 b o i l cmb.:lrc.Jo ond concerted uction Luken uy the Or<._pnizotion o( l'elrolcuin L>:portiny Countric:s, a sulJ~t.1nLj;1} di((crcncc h.:1s dcvr;lop0.rJ bc-1:\·Jcc'n LlH' avcr.ci<:JC price o( drli '' ''~;L·. ic o1d 0 i.l i:l n cl 
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f. 1.· 0 c or ,.,. or 1 cJ 1 1. 1 1· ): c I. 1 • 1· 1 c ,_. ;_; ol crl;<:·~ nil. 
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1•1. \·lhcn Lhc.. ost o[ Liv i nq Cc,uncil 1n1p, ·~d conL1.ols ' . 
o n o l d do m c s t i c c r u d c o i l i n l\ u <J w; l J 9 "1 J , L h c p c r }) t1 r r c l 
!)rice \vas set utlluy 11, 1973 posL~d !)rices plus $.35, which resulted in ;<n aVC!L"i1CJe ·t,r'ic-c o[ <1pproximc,lcly $·1.25, Llllll 
remuincd there unLiJ the pr icc \·los r<~iscd S.l. 00 Lo Lhc 
curr.12nt lc:vel o[ ''fJproz1'1n0t:cly $5. 2:, p~1· lJ<:11:!·'"'1 011 DccC'mbcr 19, 19"/J. U u r J. 1 'lJ L hi !:..· sam t..! p c r i u cl , h o ,., c v c 1: , p o ~' t c J p r ices o 11 rcprcscnt.:~Li·Jc f:orcl<j·1; cruuc oil (i\l."<llJ.i.iln liql'L crude) 
incret~scd over eiCJht dollors per bllrrel, fro111 <q,pl:oxilnl.1Lely 
$3:0·7 per borrcl in August 1973 to tJpproxim,llcly Sll.GS J.n 
Jonu.:~ry 1971. T h c i n c r c u s c i n [ o r c i CJ n c r ur.k i : 1: i c c s h u s u l ~; o increased domestic prices on nev:, relcuscd und sll:ipf)er well oil to c1 current price in excess o[ $10.00 ~cr b~rrel, us 
compored with C~n August 197.3 price of uround $5 .00. 

15. \·lith the! yro\·;iny di[fcrcnl.1.<~l llcb:c<'ll d1c ccilin<J 
price for old oil und free tntJrkct prices (or !'Lripl)Cl.", tlC\·J, 
~eleosed ond in:portedoil, the uneven.dislribution of old 
oil omonq oll q~fincrs (particulu.r.ly oS· it ilffccted ccrtuin 
sm0lJ .•. .llld indcpcnJcnt rcfinct·s) bcyun Lo ~;llo\·J up in si'Jnificont 

. pr icc c1 i [ f cr cncc!; 0r1_1ony.., s11ch rc ( i n•.!r ~~ 1 n s d J < • :~ o r. r c~ ( in r; c1 • products. Since refiners' p1.·iccs on 1.·cfincd 1•rorJucts urc i1 
f u n c t i o n o f lll e i r 1·1 c1 y l 5 , J. ~ 7 3 r r i c c s p l u s Ll H' i. 1· i n c r e a s c d 

• ,\ _,., 
~/ L: 
k'•:. :-, 
. 1 
. I 

' ,, 

l 
· ~->· 

,~~ 

f: ..... 
l 

,I:-... 
!''' 
.~...: 

~r, 
(\ 

• 

! 
. l 
-~ 

~~-: . , . 
:- ...... 
•\ :·· 
!' 

l' 

! 

... -;..·~ 

;.-

crude oil costs, these price di[[cl.·enti<~ls \Jcr.c directly 
C1ttribuU1blc t.o the; different proportions o[ o\.d oil -..·hich 
such refiners used to compute their ovcrill.l increQscd crude 
oil costs.~/ Furthermore, price diffcrenliQls ~mong refiners 

-~1 r. ' 
~· 
r.; 
)oo . .. . ,· .. 

I 
I \ *I !IS ·:.ho·.·:n i.ll i\t.li1Cl\:11C:11t II llc:rr:tn r ,, 'Jt"·liJll n( rc( \ llC'l" crude• i I cor;ts, ll1C pl·i.c•~ r.li::;j'ut"il.y Cl\llSCd by t. h~ t• .. ;n-li'"'l" !ll"i.Cl!Vl ~yslrl~l · l h.1s crc,ltr:--cl l1 cnn•;irlcr.•h1e l"011'1C: 0[ cr•1~lr. ni 1 c·o:.t · ,-. . For c:-:.l1'1~'l.C, ."-~ 

jn ~\uy .1<)73
1 

l'l·i0t· Lo lhe implr:1ncnt.1lion o( t· ll<"' l\·.'0-l . ict· ~;y~lcm, ~';:.. 
Lhc C\Vr:'l..",l<J~ comi•nsit:c crude co~;t for r.1<Jjor .i.lll"'Jl"·<tcd rcfil1Cl·~; ~.· 
•,:(1:, "Prl·n>:im.•tr1y Sl.8/. pet· hllrl·c] 1 \:hi lc tllr· tiVC'J-.:Jqc cc.):;t for :· , 
~;rn.lll .1nd indcpr::1Hlr~ nl refiners, . .-;,:; ilbOitl S:l.'Jl. 1\ con:;iclct·,,ll)e 
eli S!'·:-11.." i Ly in ,l\'•.'J"i\'.1'"' r; '. Jifi!)O!'~i tc crur1r (_'(J:.t:, r 1\r"l', •.'':'\' t~l" I h;,cl clcvclni.'Cd 
b)' ,Tuly 19"/11: lll'~ iiVr.'r,!'P~ co1~1po:.i.lL' cruclr; c-"::1. for m,Yior inl 1'Cir,,tcC: 
rr:f"in·.· :- ~ : ·.• .[•: ,\l"t' ' "' 'l :~'l.[);\ 1;': 1: ll . ll"l " l~l; l _ll'' ,)'_• l · l'J'' ("()~~:.:. rnr ~ "111 .\ll 
C:lll(l jll:ir:oj ~·-~ tldo::nt 11':. \t1• 1·:; •.::1 •·. dh'".ll . ~-'_l.')(i. "ll1i:: di!T·It'i'.'/• ,,] Lhout_il 
11()1·1 s1i•jhlly Jcrlllr_:0c] ll)' s<·JL~s undc.:r Ll1·~ uu·1·/~d·Ll ll ~,~~ncvcrthe-
lcss slill si•JII.i(icdtll. 
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'~ e r e , o £ co u r s e '-ll c rea [ l c r I r ; 1 n s L 1 l c d in l c rice differentials ol \vho1c::.u1e oncl rclui1 - lev<:J~; c-: .• incJeflem1cnL m::nkcLr.J:s passed Lln:ough tllei1: .iqcL·eo.sed pJ:ouucL cosb; on u dol1aJ:-fo~-doJlcJ.r basis.•; 

l G . iJ u r in y t h c: s h or t.::1 C.J e s o [ 1 a:; l \'!in t r.x <:~ n <..1 s p ;_·'in :J , 
.. 

these price differenlio.ls \vc:re p<.1sscc1 thn>u~th lo lhc ult..i.matc const1mcr "''i th t·he <1n·}JU01ous result of ptll·c!\i.\~;c.l s P'-'Y inlj 
- · -

significC\ntly . different prices for. tl10. Srlln(' rcC'dUct. \•lith the :rc1 d:·:iJLjon uf. Ll1c :3L~verc, h·ur.lcJ·..;il!t~ :..;u~·iJ.ly ~;hoL'L.!•CJc, f o ll o ow i n q L h c t e l.' m i 1 1 u t i o n o [ t h e l\ l. i:l b o i l c m lJ <:J r lJ o , ~) r 1 c c competition uc:(jlln to reemcn.Jc for cr.rl'.clin pruducls. \'Jhilc the di.[fcr.ence:; in rcfincc;' .:~.vcl'<:HJC c:r,•dc oil costs rcmoil\ed, competition in thc m<:~rkcting. of re(inerJ p1:ouucLs c<:~used the differences in retail prices to be n<HTOhed. 
17. To mc:et coml)etilion, hov:cver, m,•ny rcfl.Iwl·s c:~.nl1 - mo.rke ters (vii th lliyher input costs) . hod to endure <1 severe cost-price squeeze. l·luny sm.J.ll and indepenuent refine1:s und i n cJ e p c. r. d c n t m .:1 r k e 1:. e 1: s - - u n a b 1 c to u b r~ o :: b tl1 c f u 1 1 <:1 m 0 u n t o f sur::h costs -- '·:ere l.'cquired to cliul..(JC hi.-yhct· r_)r ices [or their rt·oducts \v.i.t .h <:1 consequcntiul lo~;s of mud:C'l sl1<:~res. The <:1 d v e r s c e [ f G c t s of inc r e iJ s e d cos t s \·.' c r e f e 1. t e spec i u ll y ~:. ... ~ u t the-tn<:~rke tiny level. In 1n.J.ny c<:~ses, hitjh-cost, independent <:~nd small r-cfine1·s \·Jere SUlJplying lh.eir lllill·l:vlel:'s ut roushly the s0rne cost Lls the t·ct<Lil-price;, of n1.:.jol' br<llH.kd mC~J:l~clcl:s. 
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The inevit<:~ble result for many marketers wus a drustic reduc·li.on in sales volume or continued oper<Ltions cJt a .loss. 18. In short, the two-tier crude oil pricitHJ structure, ,,·l\ich \·:Lls t.lecr.1cu l\eCcSSclr}' 1:.0 rninil.li~c Lhc jt1(L\ll01\ilr)' i_mp0ct of \vorld ct·ucJc oil prices ;-'lncl Lo mainl.0in incenLivcs i o r d o r.1 e s.l i c p r o d u c l i o n , c r ,c Ll t e d c c o n om i c d i !_j L o r l i o n s u n d 

"' ~ 0 

~; i\n "indrpr·rldr.: nl \no.~d:e\: r~r· " i~; ll l '"'r•:nn -.:he- i:·. 110l ·~ · t.,~· [inrr .,. 
:)IHl ,_. ·\,r, i:; r - n·1.· 1r: • ·r~ 111 Lh~ 11' ·''·\· ..... t-jn-: n•· rli::~ril·'1li:1 ·J c,J rr·iin<ctl 
pci:.J ol c u;r, i-'J:orl ,;-.;I ~.. ~;cr:: ;, .llc •. ;.ll_ i l1:1 1\t: 1'., :; 3 ( l) ,( 7) . 
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bee(~ ~;c () .. Lhr:~ unr.ven 

.i r Lc t mcch<.•1 \ ;r,l:_; 
' 

distribution of old crude- ojl ·1i; ,;, ''J domr.!>Lic 
u~ r i I) e r ~; . 

Horcover, since independcr1t m<t.:- ketcrs and rnuny smull and 

i ndepe11d en t rc f i ncr s 1ve1·c. dis <1d vun Luy c 1 ·by Lh .i. s dcve lopmcn t, 

lhc distortion thJ.CJ.l::en~d. the C01npetilivc vi.:.IIJilil.y ot llle 

ind<..!pcr,r1cnL ;:_:r.clot· of the: pcLJ: ol(~\Jitl i11du~.;Lr)'. 

19; 1\s previously notcd, FEI\'s DecembeJ: l rule o.nd 

buy/sr~.l..l prr_,<JruJn (\jd rwL oife1.: .:1 coinpJ(~tc ~;oluL.i.on Lo Lhe 

conditions which J.w.ci dcvc lopcd. FE/\' s Decernbcr l rule hu d 

be e n o n 1 y p a. r t i a l l y s u c c e s s f t 11 i n .:1 d cl r c: ~; s i 11 CJ 
Lhe problc111 of 

L! 11 c..: lJ u ell crud c o i J. i n p u L cos t L o r ( · r j 1 H • ~~ ~; • 1! y 
r '· e r: z i.n rJ <111 

crude oil supplier/purcha.ser rclationslliprj <lS of December l, 

FCI\ prevented further movcs uy the mujor integl·atec.l refiners 

to divert crude oil, includinc; low-cost ol'd oil, to lhcir own 

1:efiner.i.c..:s. 
T h c 1) c c c m b c r l , " [ r e c..: z c , " ll o ,., e 'J e 1.· , d i d 11 o L 

c.tssurc the..: equituble alloco.tion of o1<.1 oil. 
The pr icc 1·ules 

c;overning sa.lcs m,ldc lo cornply 11ith the~ m.1ndc1to .>:y cn.1dc oil 
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cost e<JUo.lizuLion cffect on the smull uncJ indcpcnclent refiners 

bcllcfilitliJ fron1 LhuL proy2.·um. 
'l'h.:JL co~;t CCJU:1lizotion effect, 

hm·;evcr, v:<Js in:..;u([j.cie11t, ::;incc li1ut l ' '-G ~JL·•m •,;<Js prlncip<.dly 

dcsiijncd to a.ssur~ udcqua.te supplies unc.l Lhc fit·ms entitled 

to pur c h a. so t h c h i g lJ e s t v o l u m c s o f c n.1 cJ c o i l un d c r L h u t 

progr~ \vel:c not necessarily the ones suffcrin<J the most 

from a. .lo.c~ of o.cccss to low-cost old oil.~/ 

*I Although there ore comparative ~;urpluscs of cruclc: oil on 

-i 

·- i 
t .:1 
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Ltrg1 ( ~ 
LIJ0 ,.,_orlcl l i1d l"l:ct OtJd lhc~ cc,sl: equ,!J.i/.itLjctJ ;_Jt·rJyl;:;t; h ·hich 1n 
f' cl r t s ll p r l.! n t ~ t h 0. c () s t (' (J \.1 ,l l i 7. i I \(1 f u 11 c t i ('II () ~ t h r: b IJ \'I;, c l l 
l'rosru~) In~ 1)(.\',.J ur~._.ll <l<loptc-dl . thr're ;q·r ! : t ~ jlJ ir'J'0l.Li11l l'f' i lSilllS 
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<1rHl inrirpcnclr~nt 1·cfiners ncccl u rcqul.1lo1··:· (1\l.!r,lJllr,, of pllJ:chuses.;_ ' 
under thr. lJu;·/ ,; •'ll list~ lo m.·dntllin rt1n .lr~'Jcl::. :-C'cond, c1 . ~,J 
s. .1 c: n i [ i c- Cl n r. n t11 n h 0. r o r ~; r.~ ,1 11 <1 n d i n d c l ~ 1• ~ "d , .... 11 L r· e C i w' r ;:_; 1 d u r l o t h c i r(.f! l 
lor::,1t-.ion 01· 0~1\cr L .1ctors, ilrr> phy~;ic.1Jl·~· un:1hl,.... Ln l· (·C'''l\'0 ct·udc-~ 
'.;" l'!''lir··: i:t 'h,.... • .... .,· 1<] 1'"11·1:,,1 - :11H I lll\J~ :t r r-J · .. · r ·:1 lhr~ir l· .iq:,t.:: Lo j 
1'\ll'Cl~;\::r• C l. -tldf' r,j I t.: J,·l•.' t: 1. 1\c• l ~ li)'/!:•·J.l l•J \' 1 11, ;:· . 

- ll -

. -- ---- -- - -~---- - --·-
_, 

r;~· <",.... I rfOt.>iJ~ I 

. ~ - . 

. : ;· ------ l o:. ,:;__ I 
....___/ i 

..;;.....;.....;..;.;,;~ - J 



~ 20. f\r-\ Wd!; LIHJ~ con(rop ;d will'(~- .JIHJj l.lon:; ·,;hich ran ' 
' contrary to various objective:; .J[ ~.:~t~ 1\lJ.oc,ll)on /\ct. \-Ji Lh 

t l1 c r c l a x a t i o n o ( the w or l d.,., i d r; s h o 1: L<HJ c , l1 n u n c v c n d .i s t r i b u t i o n 
of old oil (which, CJivcn 'dcmo.nd, is ond ._:,ill remo.in in ~hort • • supply) beCJLln to produce, c;.conomic dic;trolions v1llich, cohtr.ory 
to the 1\lloc,lli.cJI ,\ct , intcJ~feL·cd \J:jLII Lllc JHll .l•1ld (und dcsil·ulJle) 
Ol?er o. Lion· of market mec,ha nisms, ~. l?r icc COII1l)e ti tion. Sec-
Lion rl(b)(J.)(l). FurU1(!J:, Lhc pL·icc uil:fcrl~nl..i. dls cncounlerccJ 
at all levels of Lb.!.:. -<.1-T.stribution choin rlln countc1· to the 
statutory objective of equito.blc olloclltion of refined products . 

· ut. equit.:1blc prjccs among all reyio11:.; o( lhc u.:;., ull sectol.-~ 
of the petrolewn industry o.nd ~monCJ all users. Section 4 (b) 
{l) (F). finally, t'Jc impact of these clevelopmentc- on indcl?endcnt 

m a r k e t c r s o. n d rna n y s m a ll an cl i n d e pend e n t r e' f i n e 1· s r a n co u n t c r 
to t t.::l\ Is srcc.i.al 111d))c.1atc to protect the: COilil)C:liLivc vi.::1bility 
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I of these comp<Jncnts of the: petroleum industry. Section 4 (l>) (l) {D) J 
I 21. for~ illl of these reo.sons, FE!\ felt compelled to 

'toke i'lction tn r:orrect t· hp r:onscc!uPnr.r2s nf t-.hr~ incrjuit·_;-lf1l.P. -
o.liocatibn of old oil. The ol>jcctive "-'llS clvi11· --to <:1ssurc 
equul ucccs:; lo the b~ncfits o( lo\·:-co:;l, dniiiC:;tic crude oil 
so l h o:~ t o. 11 r c.: [ j Ill! e; l1 n c1 il l. 1 111 i1 d~ e l e 1· ~: \•, o \l l c\ ll a v e r o u CJ h l y 
comparo.bJ.e input costs.:_/ Input costs were COilltJol'tl.b_lc in the 
petroleum indusll:y priot· to the ro.pid ri:;e in ,,·or.l.cJ o.il 
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pr ices_~nd that.. situation would hu vc con t i nuccl lJu t [or 

' 

.. -

FCJ\' s m<')ndal:e to reCJulate prices 011 t.lomc:.;tic r.:1·ucJc oil aml 
the rcsultinCJ two-tier pricing system. 

22. To occomplish this goal, FE/\ could huvc simply 
allocated olu ·crude oil equitubly c11TIOI1~1 all rc(.i.nct·s .:1nd 
r c < 1 u i r •_: < l L !1 e i.l r_; l u ll l ll'<Jn:..;(er o[ volu111inou;, <liW.•UIIL:; of ol.cJ 
oil. Thj s ap[HCJtlr.:h, ho"·cver, \·:ou ld huvo en Lll i led enorn1ous 

~ I (' r : : ! . ; \ I · (' r1 .: ll r) I h r' ~- •.· .• .-. ',' • I. l ' r. () l) i (' . : I . i . .' ' ' '.·.': I : ·. I ( 1 j I ' -~ I l ) ' • ... I 1J ."J t :ill Jl;~i:l(J"; , 111 · 1 !t' . llL"l(~J'~- :.·.\,,I···,\ •·:•1 .,1] 1:1 ~~~·~ 1" · 1,~-:1L·: or 1 ,t:ic·.:;-cr)ntrullc~d c;j t <:i,,l-l.i,C"--l~ui:li·.·J I :;-or r ~ -~·c m.-nkct prjcc oil . . 
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udminist1~ative burdens 1 bo\. h tu Lhe yoverninr.IJt <Iml to the 
industry . [\ !!, !) ll C h 1 t h C scl!eiilC ·,.;,1s rejected as contrur .v to the statutory yoai· <Jf econ(1mic ef.f.iciC'ncy. Section 1\ (b) 

\ \ '•, 

1 .... . 
. ' 
( ' , 
,~ 

~ .. ... ; ~ 
(l)(l!) . lnste<.Jd, fE.I\ LleVi~,;ecJ u IPei.1!1S of i1Chicvi..nq t-.hc eClUil<llJlc . 

. I 

ullocation o( olJ o.i'l throllCJh the i:.~!;_ U<IJ'Cl' of "cnt.i tl_r1ncnts" . ~/ ~ -. · ' 
23. Under Ff:l\'s cost C'Jll<'l_];i£·<1\:.jc.•n ln .·oyLilJ~'~ jn ordcl.'"· '.7,\ 

, .. \ 

for u refiner tol-~-cen barrels of o1cl 01 l in c::ccss of i~s .;.. 

. t' 

I 

prorortion.JI.r_. ::;h;•rc C'f old oj 1. 1 jL mu:.l. l'urc : l•.:I:~c .:111 "entitlement 
from a refiner \·1!10 ha.s less th.:on it~~ pr('jlorUon,lte shore of 
old oil. To e[[ectut~te this ~;y: _;l.crl, l·T1~ .i:-:.:.ut~s c<\ch ref.incl.' 
enouyh entitlements to refine the sa1nc~ 11roportionale sli.:~re of 
old oil as any othe~ refiner. 1\ refinc1~ \-lith more Lhan its 

l 
. I 
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: ~1\ )' 
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I 
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~.-I 
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~/ l~:~,\'s <lr·ci ·;ion , lllO:reo'Jr•r, Ll~:co-. 'i nlc' <lC<..'(llJJIL the f:oct 

t_ 11 u 1: c v c n i f !" l :i\ h '' d :r c Ill! i r c~ d u :; '/ s t C' tn -Cl I; nl1 \' ~; i c ,, l a ll o <;:a t i on 

oE old oiJ illllonq <lll~l·c,(inC'rS 1 unrlc; rr.i., ~'~'''1\ll.ll' .ioJI:., l:C'finc1:s 

rll:oh.lhl':' ',·,'()1''•1 ), .. ~,·-~ 1\t)(]('l,'t:d:(•Jj r·l·~:ch.ill(lr- · ;" in 0l'dr'r to Jninilllizc 

. I untlccc;;: . .-,;.:y movr. ~ J: IC il ts o( oil. 1-'o r c:<,lt"P J ,.~, ., 1·r f 1 nr1· \·.·i th 

mrq·~· Li•,•n j t_:; :;IJ.Il>l"' c•f r1) c1 oil (). r. 1 l1 "1 •'I' 1nci·-:.r•ll cr" \·;!10 

\·:ould be rcuuirrd l.o ~;ell old oll ___ to ,, Jr(inr.r \vitll less thun 

its shilrr:) pr ob ul>ly v:ou1d helVe S\...',1ppr.c1 SIJCh n1cl 0il fnr i1 

l.."cfiJ).Pl.' -bllyr~r!· s nC"\·:, rclc,•srcl, "-tl.·iDJWI' en· il lljJ0t·t:ctl oi.l 1'0thcr 

lh<Jn tl'an::;,shi[' tiH' nlcl oil <:lllU r> 1Jrr:::h;"J~r' ,nt h(•J' c:nuic oi .1 l.o 

replace i. t. Th0. rcfi'IC"r-~;rllc'r \·Jr111r1 rlJ.q·rr·' .. 11•J1l'(': : iJ;~;:L('lY 

s:,. 7.~, f:;r c.:.1ch b.:n .. rc=l u[ olcJ o.i l reuui red to l•r. sold und 

\oJOuld huve to !l"Y roughly Sl0.2S (or et~ch h<nrel of IH,\·1, 

- rGle0sed1 striprcr o1: i1nport:cd oil .:.1coui red in the cxcllunyc. 

11 0\·J eve r I s inc c~ 11 c_ i ll' e r r e [ in e r "'' o u 1 d 1 j n <1 ll l i }: c l i lw o d , 

\·1 (l n t · 't o t :r 0 n ~.; ~ h i r) ph y ::; i c <:lll y the o i 1 , t 11 (' y co 11 1 d " I' c t o u t " 

the truns0ction and tl•e rcfincr-sr.ll<'r \·mule\ puy SS.OO ncr 

barrel (thr. di(fcrcnce bct\·lccn the L\-:c1 \1T'lC('O.) to lh~" \'C'linr'l·-

hll~'''' f,...,r t) · ,, ri'_l lll c•r .. ,.ll:.i tl,· :~•( 'tll." \ . •> i: • ·(' l' Ill·' l'l·ic,,-

conLJotlcd 0ld oil .:>l ils refiner·_:. If · ,·1ll l ' ('(i.ncl·~; C'I\C'l ... HJC'd 

i 11 :- 11 c h :~ ~: u 1' ~ ~ <' 11 d ,v: co u n L rc d f o r L h c o 1 cl o i 1 \ 1 1 ,., I "' '' s r c u 1 1 \ r c d 

Lobe :.old<>~; .-J l'<'l'"'l' l'l-;IJ1Si1Cl~jun. \lie rc~;ult ·.-:ould l'C: Lllc 

s<Jme <lS <111 .1ctuul !'hy:;ic,1l ,1llor: .1tion PL n1d ('i l. Si11•iL•1·ly, 

the cnliller,cnl~; pU)(Jf(lnJI 0:. dcvis~cJ, f11ll·~· 1 · rr·r,qn;:-C' ~·. Lhcse 

pl'(IC'l .i!:;J) C(•n ~; ir\r 'J' ,Ilit'l1:> (lfld :JC]Ijrvc::-. \.l1r• ''1111 rr·~;u) l. 0f 

r•h ·/ ;,jc;,!] rll)nr;ll .. i (lll ·.-:i l.lln\1\. ,ICI .Ilill]'J' rCCI\1Jl'.1.11<J \11111CCe:~s<lrily 

IJurtlcn~;u ln r. llll'
1':;icill lrcJns~;hil ;inc n'..:.!;. 

~ ~ flo I''" <. 
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-.....,_ sllurc o,i l0 oi .l '"ill huvc I • buy •.·n \ .' lo.mr.· <; l:o cover 
tho s c c x t: r u b o r r e 1 s of o 1 <.1 c j 1 ; : ·. ;: c [ i n c r '" i t h 1 c ~; s t ll o n 3. t s s h u r e vi i ll hove c x c c s s l! 11 l. i L l c 111 c n t s \v ll i c: h i l c un s c ll . In this munncr, e1ll refiners slle1t·c cque1lly )n the benefits OL the l\-;o-tier pt·icin~. oy~lr.m. 

2" tl . T h C! r c s \..\ J. t :; o [ lJ u y i 11lJ ~1 h d ! ; c ll.i. l\ q c n l: .i. t l c: 1 n c n U; e1 r c precisely the somo. 0.:; ,if old oi 1. · · ··.-:~::n.:: phj•:: i CGJ. Ly ul).oce1Lccl umong all refiners; nomely, refiners will h.:we r.ouqh1y cq\.Wl . ' <Jvcr<H.J'2 ''ciylll: ·: ~d .w;uue oil coc;V;. 'l'l1i~; i~; l\CCOI11[1li:~llecl 
by treotin<J the cost o.f an entitlement a refiner purche1ses ~s part of its crude oil costs e1nd bJr rr.qu i 1: i ll'J Lhc ·rroc~::eds_ ft·om the sale of: <:~n ent:.itlernent to be of.L_;ct U.~i.:linst the 
crude oil costs of the refiner selling the entitlement. 
Through this mechonism, FE!\ is oble to minimize the economic <.1 i s tor t i o 11 c e1 us c d by t h c tv; o- l i e r p r i c i 119 s y :, L em by c1 i s t r i b u t i n 9 e q u i l cJ. b l y to all r c f i n ~ r s t h c be r. e f i t s c r c tl t e u by F L: i\ ' s price controls on old oil. In other \·:or<Js, FL:i\'s cost ' eque1lizotion proyram docs no rnor~ thon insure thot cel·toin 

-. 
c i e me n t s o ( t h•.: p e t r o l c u m i n J u s t r. y a r e no 1: y i v c n a 11 u n J u e cornl:""''~litive adv~nlu'JC s o lel;t_ bccc1u~;c of thr: Lh·o-l".icr r>ricinC.J systclf\. 

25. Furtllcrll\orc, the effects of cost cqualizolion ot t h c r c f i n c r l c v e 1 \·I i ll , o [ co u r s c , f i ll c r <1 O".·: n the cl i s t r i b u l: ion ... -_:.-.::- c h a i n _ _t o vi h o l c s o l c r s u n d r e t. a i l c r. s , l: h c r c h y rri n j m i 7. j IVJ 
odversc, do"vl;lstrcom effects on m.:ukc.Lers 'of petroleum procluct:.s ond prcscrvin<J the competitive viability of. inuetJcndcnt 

. -~ - -· 
marketers. Inequitable price differentiols to consumers in the some ur di(fcrcnt rcyions of the country \·:lll also be 
eliminc:~Lc<..l. i'.cccr<..lin<]ly, the rnud~el lliCCh <ll\i :,111 o( p1.· icc 

·.-
coti'lpetition con operate "·ithuut the distortions .produced by incrjuit~bl.c di.:; tribution of low-cor.L product \.111\0IHJ the 
v <1 r i o u ~; sec Lor ~ : c.1 [ l he i n d us t r y . 
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2G. To tt\uke this cost •: qu. ·,1. i.;.ation proqt·,,m \oJOJ."k un<.l Lo 
be consistent wiU1 ils over<:lll i~-~~·i;ose und r.ution<:lle, FC1\ 
COIICl\ldcd tll<:lt it \·.'()S aiso necess<:lry to issu0. entitlements to certuin intporlc:L·J of re[inc:J pc:LJ:olcum J>l"C1r1t1C:l'.!~. [\ i'\ !_; i C i.\ ll y 1 fE/\ conclud~d lhl\t j l. v:ould !Je incCJUl lublc Lu i1Jdrcs:; lllc 
problem of d)~~~J:L'C>L~<.•J."tion:Jte:Jj hi 1:.ih L>l.'udu-:.:t C'.J~L~; Lu inc..h:LJUllUCnt -·-ma1·J<etcrs who buy · f:rom clomC!~;tic rcf:j n01·s clq~c-n<10nl UL)On 
fon:ign c:rucl·.; oil um1 Lo i'Jrt<.1l.'C th0 pl . icJh'~ o[ ~lJdcpcn<.lcnl 
miJrke ter s who pur ch<lse finished products [ l' om [ ot·c i CJ n or 
offshoH: rc!fincrir~::>. Fo:r flJ\ fell Lllcl l l.:Qn'jl .·c~;!; \vi\S no h•ss concern c d Hi t h t 11 e co r.1 p e tit i v e v i 0 b i l i L y o [ L h i. s l a t L e r 
group of independent m<:lrketurs. See 1\lloc<:llion 1\ct, § 
ti (b) (l) (D). further, the go<:1l o[ insu1·ing the Si:lle of 
refined products iJI: equi.tablr:3 prices illl10I1~J i1ll rcyions \·:ould no t h Ll v e b c e n me l by ~ cos t c q u c:J l i z u t i u n p J." u <J r a m \v h i c h 
ignored the fi:lct thut cerli:lin regions are more heavily 
d e p c n cJ ~ n t t h a. n o t h c r s o n i n 1 p o r l: s o [ [ i n i !j lHJ cl l > r u c..l u c.: L s . 
1\ccord.\nrjJy, Fi ·~ l\'s cost cquulizol:ion 1Jl·orJl.<t111 \·.'<1~; dcsi<:;tH.::d, ••to thr i'lo>:imurn e;.;<Lcnl: pl·u.cti.c:;tblc," 1:'.) l'ro·:ic:·.~ ol.l ~:cfinct·s und independent marketers (rcg<u:dless of th·.~it· source of 
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supply) an cquitu.blc shar~ of the benefits o[ price-controlled, ·~·-. old m.l. 

D. l< u J. r.m al:_~~~_cJ P roc c · · d i n c1 • 

27. FE/\ initi<:lted its expansive, three-month rulcm<Jking proc_ccdiny concerning the <:!llocation of old oil <vrith a • notice issued 1\U<JUSt 28, 1974, 39 F.R. 31650 (1\ugust ·3o·, .- 197,1). The notice oi. p.roposcc1 rulcrr,ul:illy, i\LL<1Chll1Cnt lJ, 
co n l u i n c d l h e p r i n c i p u l [:>r o p o !j u l .:1 n <.l f o u 1· < 1 ) l c r 11 ;, t i. v c s , on 
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ull o[ hich cot ..... f'nLs .,.,er e 1 ('qu•·: : : ··d.~/ 

20. Follo•..Jing the p u bJicul : . . n of tlle AU<:_tust 1.8, 197~ 

notice in th~ fcdcrill ~ 0 cJ._i_:;_IJ~ r , the uycncy n;c_ei ved over 600 

~y.•rit:Len r: o mrnctltS ft·om interC.!sted purl. ~s, iltid ·public hc:arings 

' ~y.•cre l1el<J <>n SqJlJ.:t01lJcr 24 L1t1d , ?.~>·, l'.J"/·1 1 LIL ... : hir.h :>t<tlements 

\>.'(~[(' i"1J"r_•scnlC'cl by OVet· t1Q inlct·esl:ecl p<Hli<.:~;. i\fter· C<lrefully 

considering Llle contents of all ~iritten comments received~ 

·-·. 

\ 

I 
I 
I 
I 

und le:;Litllony prr~s(~ntcd, lTi\ signiLic:<:lntly tnodificd its 
, . 

orig)n.J.l proposol u.nd 1 on l·lovemlJer 7 1 ~C:J'ltl I j !_;Sued u. further 
,,. , 

notice of proposed t·ulcmu.l~ili'J· 39 F.R. JC.nt~o (llovcmber 11, · 
... -...---19 7 t1) • The fut·thcr notice uf pro}JO s C.!d ru.l.r_}mc:d:in<:J, i\ttu.chmcnt 

C, contoinccl a proposol which substu.ntiol.ly follO\-.red the 

form of the pr.incipu.l August 28, 1974 proposul, but with u.t 

least three significunl modificu.tions. 

-- l\ provision \oJLlS 0ddr:..:d making C:\ dr.::finc•d cla~;s of 
' 

rnurketc.rs historically reliunl on cel·tuin imported 

finished products eligible to l·cccive entitlemcnts 

f0r impr:-r.'::.-::d !.'-:si:::•..:.:.:!. !:;;::l c:il, !~c..~~c ):c;~;ti.;•~ c.\1 

und No. 2-D-diesel fuel. For each month, importers 

\·:cr<.: to bt~ i ;,sued thut nu111bet· o~ cnLitlC'tn(;nts Hhose 

vuluc CCJI.DJcd the difference bcl1·:cen tl1e \·Jci<jhtC.!d 

nveruge cost of the imported product u.nd the weighted 

o v c 1· C\ g e cos t o [ the domes tic p r. o duct . 

, ) 

~; Jn u cl di t jon to t he main proposo.l ond the four 0ltcr.native proposul.s, the August 28 notice <Jlso requested comme nts ··an severol issues relotinCJ to the p1~incipal pr.oposa·l.. These issu~s included: busing entitlement issuances on r.efincry r11ns r;1thr.>r tlv1n c<lpocity; ~' r ' r:Ci;'\1 l"·rwi:-inns fat· p uJ c e :c.s jw! il rJrccnJc:nls fo1· l'OIJ-rcfin· ~ t-!:; rritr1·i.:1 L11<1t cou1c1 he uti 1i.;•r •rl Lo det:erf111n~-)- r--;-, rcfinr-r .,.,,,~ op• .'l~ .•ti:YJ ut rr:<l•1cr·r1 1 c•:0) s UU<" to rnt i.t · l ~"rnrnt : '; ~ -.. J ] 0 ~: 1\1° rl<":·.) l"i•ll\.li ly o( ~~ro•!i.tiJn'J for,, •.·:ejyhtr::'c1 cntitlcir.<:::nt: di. sLr1bution in f o v o r c f s 1 ~. t1 ll r e f i n e r ::~ ; i1 1 1 d n o t r c q u i r i n <J t 11 c p .:n t i c j p <1 t i o n of rcfin~rs \·lilh old oil supp1y-to-copucity r.otios \vithin u specified pct·ccntoge runsc. 
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--The 1\uyust 28, 19/ ~ p1·oposal h<.1c.l ~:pr~cificd th.:d:. 
entitlcw~nt c::.:dcuJation ·:-; \·JoulcJ LH.~ oz,~;ccJ u~mn each refiner's total cul:'rcnl..: refinery Cr'lpllcity, but invitecJ 

comm12nl <1s to vihcthcr t,he ' volurne ·.l '-' l~e[iner's crucle 
oil runs to st-.ills (.i.:_~'...:.' be~r.rcl:; ol cn.Jclc· oi1. <lCLu<.~lly 
refined) :..;houJ\1 insle<..tcJ be used <1s L\1'~ lli.lSi!; for entitlement calculations. 1\fter receipt of numerous 

co1tvnents cm·1:i{i.s i:::suc, FEi\, in \·ll0. \Jovemhcl.:' 7, l97•l I further notice, proposecJ utilizin<J crucJc oil runs to 
stills as tl1e basis for is~;uance of cnt.itlcrnents . The /1uyust 28, 19"/•i pror)os<.1.'\. <1lsu ~-.oljcitocJ comments 
on alternative provisions .for a h'eiyhUny in the calcul<ltion· of the <:~mount of entitlc111ents to be. distl.:'ibutecJ to small refiners. The sJnull refiner "bit~s" 
provjdccl for i.n the Novcmbcl:' 7, 19'111 further notice 
was basco on the sliding scale used in cJeter.mininy 
the if.suu.nce of oil in1port tickets under the Oil l:7.iJU~t ]';C0u]o.:_iviiS. T; , u ~ , i i 1 u c kl .d . . ~ u 1 1 l. u t: c c ~ i v .i. n y 

e n t i t l em e n t s u n cJ c r the g c n e r u. l p 1· o v i ;, i o n s o f the prorjJ:oiu, ;;111oll l.:cfiner:..; \·Jitll clo.ily 'ilVCt:i.l<..Je volumes of 
crude oil runs to stills of less Llwn l7S,OOO ourre1.s 
v1ere to ~eccivc a percent<:~ye of enli Ll~rnents · th<:~t 
i n c r c <1 s e d in i n v e 1· s e pro I.J o 1: t i on to L h c i t- v o .1. um c . o [ 
crude runs to stills. 

29. Over 175 . conuncnts were received oy Fl:i\ '.-lilh 
respect to the further notice of rulemaking. 1\fter c<:~refully 
consicJerin':] Lhe content::; of the \vriLtcn COOJ~1ncnls receivcu, 
F L 1\ r 0 n l ·~ () v c m I) e r 2 9 I l 9 7 r\ I i :.; s u c d a n d d Ll () p L c d L 11 c [ i n, 1 l r u 1. e 
[ o 1· t h c <1 ll o c.:\ t ion o [ old o i l . 1\Llt~clunent D, J9 r.n. 11221\G ([)ec(~mhct· 4, 1974). The [inul rule revised lhe~;lo'.."-Cm_ bc r f' "Ofto"-1-· ( 

7 not icc i n l \.J o r c ~-. p c c 1'. ;, • 
contt~i..nr.' d in Lhf' l:CJ':r·il'lwr 

First the stn ,J ll u~ [ i.nc r "b1t~ s" 'if 7 notic:·~ ·.:il~; ur·L'_'rl:li w~d to be 
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insufficient tu e11sure the C<•npctitiv<: vi<1bi11ty of srndll refinerE ; .... Thus, the fin<.lJ. rul0 .provides for an .i.ncrcosed · bi<:~s by ~v 
~/ ..... ma}~ing it ecjuiv<:~lent to 'the; rnuxim11m economic preference c· historic<\' received by s1nall refin~rs UJ\dcr the 01. llillH)l'l HC(jlll<1lions. . ' Second, llle fir1Jl Lul~' · rnodi.ficd L·J,e; bu~i~; 011 \·Jl\)ch <.'l•lillcrnenls arc iss1Wbl0 Lo importers of residu<.1l fu~l <.•il and holl\e - · heating oil . . FE!\ dcq:.ermined that irrportcrs of residual fuel oil should rr·c:r~ive C'nlit-.lcmcnts on tl1r:-: '· <11nr~ !,.-,~;is .:~s irnport.:.s of home heuti.IHJ oil, u11d thJt a fi:·:cd frocLionul entl.tlemcnt v u 1 u c p e r b .:1 rr e l o [ i m p o r t s ~.; h o u l c.1 b e c :; l u lJ l i s ll c d . S e c purugraph 35 below. 

30. Since the issuance of the final rule, Ff-:l\ hus tal-',en two substunlivc action~; reL1ti11Cj to Lhe old uil ullocution proCJram. First, put·suant to 10 C.f.R. § 2ll.G7(i) (lj), the d.Cjency set lhc vu.lue of <.J.n CJ1titlemcnt ut SS.OO for the monlh ~ of November 197•\, the first buse month Lo .,.,·hich the cost cqualizut]on prorjram applies. 
19'71). The; c'.:.h-;_:r 2.C ti8!1 t2.}:.t.;:~ 

39 F'.lL 43103 (December 10, 
\ ...., ,, 
~1 rsl, ·~.- ... ~~; ~o ~A~i~cnd L.hc 

t~ovcmbcr 29, l~'Jtj -rule· , on an ernerCjency busis, so as to allo·,, those sJnall refiners vlhich, bccau:::;c o[ relu.ti.vcly hiCJh-level old oil 1:uns, .,.,·ould be hu·.- c Ls of cntiLlemcills to ~--
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phase into the prosram over <1 three-month p0.I:iocL l\lluchmC!nt E I 3 9 r . R • /! 3 8 l tj ( L) e c c m b c L l 9 I l 9 7 .j ) • " I 
C. Principal Features of the Cosl Lqu<lli~ u Lion PI."oqr.1rn 3.1. l\s earlier described, FE/\ devised <~ mcuns for achieving the equituble allocation of thr"! old oil through t h e i s s 11 a n c r. o f e n t j t l0. rn c n t: s r i\ t h -:; r t h ,1 n l h r 0 \1 ~_J h l ~ \ c p h y S · i c c1 l ullociltion of voluminO\.lS umounLs of old oil. F J::l\ 's pt·o'J r <.\In provides thot e.:1ch refiner v:ill be issu0d lhut nun1bcr of 

tOfio 
~· < . 

) "'- \ 

*/ ('In Dr?'ccrnher 70, )~7,,, FF.i1 ~11~;() is~: ur;d r:t'l'i:-::1in COl' .i·t·c:tive';:; 
::lnc.l tcchniC·ll ,ll il r'nrlll 1 '.' 11l~ : l .o the co::L C'CJ•l ·ll.i;;ll.ion i'r 'c\<-Jr.lln, ;; 
co:'c-~'rnin ' J Lll ·· :·; ,.,11 J"'finer \,; .. , ~: .1r1 : l \!• •. · li ··• I• ;'C'IIL u{' buy/_....~ 
Sl~ll :.;ales. J'J F. H. ~.1 llO (U•.•c•..:•.ll>el' 2'/, J'J7•i). ......._ _ __. 
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entitlements" c···, eu 'month eljU<ll lO lti,ll ·f i: • Is 

proport:ion<:1tc shoJ:(~ o[ old o:i \. in Llw U.S., ;1djustcd upw.:: 

i [ lll c 1: ~~ f i n e r is u b c n e f i c i u r y o f l h c s mJ ll r c f i n c r b i 2. s 

l\dditiono.lly, '•u·limitcd number of eli<jihl.c firms (incluclir 

I 

refiner:-;) •,;hic:h import residuul fuel oi.l vncl hornr; hr.ol'ino c 

(vJhir:h int;:lucJc:, ho. 2-D diesel fuel) ,lJ:c is;.ucrJ entitlcmcn 

l.J 0 :; c cl o 11 L h c: v u J. u rue o [ s u c h p r u J u c L s i 111 pur t c J . iHl "en Li Lll 

1.s dr~f.1ned-.·u-:::·-t·he r.i(jhl of u rc[i.ncr c.;-,;nii,CJ l.hc cnl:iLlemenl 

to include Ot1C lJ,'Jr.Tel of old oil in its u.cljustcd crude oil 

r.cce ipt s in o p.) r t:i cu l u r 1;10n th. _'_/ 13eCL1U!";C t\w old oil 

Cl.llocu\·.i.on [ll:O(jJ:uln i:..; cc:..;i<jncd to rcJIIClVC ~JI''(jlll\.:\ll.lle cond.\.Li 

c 0 u s e d by \.: h c l "'' o - t i c r p r i c i n y :..; y s L u n , L h e tJ .r i c e o f i..l n 

entitlement ho.s been set by FEi\, \.Jith reference to the 

cJ i f f c r en t i o l be t \v e en con t r o ll c d 0 n d u n con L r o l l c cl 

crude oil price;., <tt $5.00 . . /1 refiner h,lvi.n<l i..l cjrcnlcr 

volume oi old oil in its adjus~cd receipts lhun the volume 

permitted by entitlements issued to it lS required to purchase \ 
I 

from 0. ;.cLinc1.· or clis.~ible finn \.:hul lws cntit.le1ncnts avo.ilobl ~ 

(oJ· sule, <:1 ~;uf[icicnt nu1nbe1: of cnl-i LlcJncnls Lo cover the 

e:·: cc s s. 

32. ocfinci· r : n l i t l c 11~ '-~ n L s . The number o[ cntillcl.lents 

tho t 0. r c f i n e r r e c e i v c s i s b u ~; e c) on i t s p c r c e n L u <j c o f o l d 

oil to its total crude oil runs Lo stills. 10 C.f.H. ~ 

\ 
\ 2 ll. G 7 ( <\) ( l ) . The u ~ c o : c r u cl c 1: u n :.; a m1 l h ~ 1 e j c c L ion of l h e us e 

o[ rcfinins.J capacity os o. bosis [or r.ntiUC'mcnt. culculat.i.ons 

reflects FEi\'s recognition that utilization of refining 

cup~city wo~ld result in less effective cost equnli~Lltion 

r: 
~ f . 

•; pnfincr:~ n-•.:;.\ (!iffr:r~nt·i:1tr l ·r;I_\·:C'cn r•lrl, P•~\ ·: llntl rclc,l::.rcl r-

oil [ot• bil)in'_l l'llfl'0;-.cs, und bil1in'.IS nftcn .lrrJV0. LltC uncl arc 

. ~~'lbjcct to furt.lwr ,,rljusUIH~nL;,. Undc:t· Lhr· co::L cqu<dii::Jtion 

l"J.O<:jl"ilm, ~;IJCh bi lliJ<<._J~ \·:1\ich h0vc Ll\r- r;(f,-r..:L of corl·cctincJ 

LhC' i\lol'.l\lllt:J of old oil run bj' ,, rr~finr:-r 1.n ,l r~rinr JTIOI)\.:h (not 

inc)IJ(linq Jn•.'nll1•: pt·ioJ· t· o tlH~ h•:rjinninrJ r•f lh'' jll·c.~<:J',IJ:l) t1l-'' 

rcflccl(~'l i. 11 :,r.]jll''lnV'J't.~: to 1.11·~ Cllt·rcnl II'CIJ11h's J· r<.C'i]'l:., in 

C!rd•.':-:' ::,.,1~ 1\: · ' ;r' " 'l·'l'' \.Ill ~-·:;-~.•itt C~l!'l"ll'c. , .. .-,,:,if hil..li01'::-·. ;110 

llOt. (:;l.''' dc:ir1il.i()t\ o( "<~d:iust.ccl Cl.llclc oiJ rccr~ii.1L!;.'' 10 C.f.H. 

r. 21J.(,)..) 
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i n c.: [ f.i c: i c fl t c C:l p a c: i l y . 
Cop,ocil:y Would, . hovo pt·ovided on incentive Co "'"inl.c.i.n, idle,' 

of domesti.c refinery cupudity, While the usc of re(ining 

D<lscc] ProCJrurn. reflncro <Joule; olso l:ctc·e been cncouncc, ctl <nulcr il cup,1ci ty-

co.,cc r· n i ny _snt-or cc~o<cn t of '"' n imwu ope r· uti ny 1 cv c ls 1 or 
5 u b" ton t i o J "d m i n i " t ,. ,, ti v c p <: ob J. ems 

establish the "adJusted nationuJ Old oil supply ratio," 

in a 0iven month, <1 computation is mode [or coch month to 

Siluro of the totol Vulum~ ·ur Old uiJ received into invcntor·ie, 

cnlitJemcnto i."suai.Jlc l.o a J:c[j"•n. "·'.· .• ;, rcitnor's 
. ··-·-

J J. In ot·der to · de tcrminc lite Preco i so nu<nbcr ot I 

J 
I 

. \ 
C.:<JUilu~j 

' the total Volume of tl;e crude Oil runs to Stills for a11 

Oil receipts for alJ refi.ners, cxpr·cssccJ «s ,, Pcrccntu0o of 

L.c .• tho Volume of oJ.q oiJ. inc:lude<i in Ute "VYceq«te crude ~ . 
' . 

refine?rs for t11c1t n1onth. 

For """"'Pln, it the total number 
of borreJ s of Old oil Wos 200 million '<<11cl the total nutnbcr 

2/5 or ~0 P0.rccnt. 
of crude runs io soo tnilliuu, ""'Old oil '"'I'J>ly l'«Lio is 

· · ~-.- 10 Pcrcen t Old oil. Since sntoll t·cr inc co '""' imponcrs of 

<1llocoted umong <!.1.1 domestic refiners, each refine,· wou]cJ run 

Thus, if •'l.l ol<J oil •·•o;·c CCJuitabry 

Used to calcurote the notional r,1tio. of old oil runs must be 

the ·basis of· crude run levels, the total Volume of old oi 1 

issued entitlements in addition to those to be received on 

certain impol'lcd Products (includir,y refiners) "ill be · -~ . - -"' 

cJs follo~o:s: Jn the Morcn•cntioned C%,10<ple, the r,'Lio •·•Ollld be <lctct·n•inc•d 

,. educed by the nUmber· of ·en t i tl erne n t s so pcov J.cl cd . The t·e fore, 
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v:here x is ~hp !,!Umb~r of c:~dditiollol enl:.itlctncnts given to 

smu.ll refiners pursuunt to the srnull refiner. bias, andy J 

the number of entitlemcnts yivt~n Lo eliyiblc firms · for 

impon:.ed product~;. ll.:~';'ing est.:~blishcd on odjusled nal:.ionol 

old oil suppl_y. ruLio, th.:1t r<1tio is <lpplied to eoch refincl' 

,__.. .... 
crude runs ond eoch refiner. receives enU.tJr.tQc:nts for th<lt 

pcJ.:c:cnt.Jy.::: o( j t!J crude runs . 3 ~. Srnclll He[ineL· IJi<Js. In addition to the number of 

entitlements it miyht othcrv:iC>e rc!ccive ,,:; '' refiner, <.1 

smoll refiner(~, hu.ving i1 refinet·y c<q_><lcily of less thon 

175,000 borrels per duy) has, us noted, un udditionol 

" b i a s " v: c i CJ h ted in i t s f a v or . The omount of the bius, which 

on a pe:rc8ntuye busis becomes sre<.,tct· as crucle oil runs to 

stills become smu.ller, \oJas intended to be at l_east eguCil to 

Lhe dollar value (with an inflution adjustment) o[ the 

hiyhest preference afforded smoll refinu.:s under the Oil 

Import Proyl."om during that pct·iod v;hel~ oil impot·t tickets 

v: ere s c ll in y o b o v e one J o ll <.1 r . This bi0s rcr.ocJni.-;:c~. ti) 

\ 
the historical position of small refiners, (ii.) the relatively 

higher operuting . costs·ond c<.~pitol cxpqnclitures of srnoll 

refiners find (iii.) the foct Lhut such sm<1ll refinet·s in many 

cu.ses mllSt mllrket (and traditionally hu.vc m<:lrkctcc1) lhcir 

__ products at a lm.;er price than lhe products of the mojor 

bran0ed refiners. 1\ccordingly, in order to help preserve 

thc competitive viability of this class of refiners, the 

proc_II.'illll provides Lll<1L rc(incts \vilh <1 doily <IVel."ll<Je volume 

of crude oil 1.·uns Lo stills of less th<Jn 175,000 b.:~L"rcls (ot" 
. ~tO RD 

a porticulur month shall be issued adcJi.tion<ll cnLitlcrn{-q•fLs (~ I Q 
-;:J 

.,J 

l>' 

fo1~ euch doy o[ tll<.~t month equal to lill ''Pl'J i.c.:.lble l)ct·c~nl.:HJC -!{) 

of Lhot uveri:l<J'? d0ily volume. 'l'hot pcrcC'nl<HJe v.-nies w"i~t-l-\ 

the Joili' <Jvcru'JC' volun·.·.:-o. of sn,.Jll rr.[in(:r~;· crude :run~ to 
- 21 -
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stills for that month! up to 12.38 pc~rcent of duily aver<H.Je 
·volume for rr:riners \oJith a d;_,ily avcrayc volu1ne of less thun 
l 0 , 0 0 0 bar 1· c ) ; . l 0 C.: • f . R . § 2 ll. 6 7 ( r.~ ) • 35. ~p~~\: C l~-~~i~~Cl i1 C_I_I_.!_:.:.:_. 'J' 1 H~ d e c i s i (_) n l o i n c l u d c <~ 

' 

limited nu1nlJcr of p'roduct impo1·ters \.n the cL•!~s of 1.1er!;\)n.:. 
<?li<Jibl(] to receive cntillC!li1Cnl.s was llhHJc in recoynition of 

I 

the 1\lloeotion 1\ct' s . objective~ of ~)rc~;~~rvili~J the competitive I 
viauilily of im1cpcndcnt rnarl~eters and ussuriny th.c equituble 
d i s t r i b u t i on . o [ r e f i ned prod u c L :.; u t c CJ u i. t t1 b 1 c p r i c e s t\111 on y 
ttll. 1:eyions diJCl t~:r.c..::1s of: the Unilcd St:ll.!~!; . ~;cction t1 (b) 
(l) (D) , (F). Since a cost eyualizution proy1.·um <~t the 
refinery level v:ould not place marke tc r-:; dependent on 
certain higher--priced, imported finished products in a 
competitive lJO~turc and since it would be unfai.r to eguulize 
input costs fo1.· indc-!pcndcnt Inut")~cters dependent \lpOn domcstiCully~ 

' 

' 

refined products, but not fo1.· independent morkcters dependent 
uron fvrcic;n-vroduccd products , fl.:/\ dc.:..i.Cjned its cost eguul-
izdtion proyrum so tl\<~1.:. murkcters reliu..nl upon ce1·tain 

• 

imp or l c d f i n i c·· h c d- p r o-d u c L ~ vl o u l d be c l.i. y i. h l c to r c c c i v c 
entitlements for thci1~ imf?ol.·ts and cou~d sell entitlements 
to refiners that need them . ... -=-~ 

JG. Persons eli.yible for entitlcmct1t issuunccs · ol·e 
c e r t i1 in .i. m p or t c r s o f r c s i d J u l [ u c l o i l < 1 n u l; o . 2 l1 cal in y o i l 

. - -" (which includes No. 2-D diesel fuel) rc(cn~ccl \:o us "cliyible 

.---
firms:" FE/\ regulations define an "eligible firm" so as to 
include only that well-defined yroup of historicul murkctcrs 

: .. - o( !.~uc:h imlJOrlr_·d products . Sec 10 C.F.H. 5 2ll.G2. The 
' ' eliCJ.iblc~ prouusts" \·Jere sinCJlcd out for inclu~;iol\ becuuse 
they account for the major portion of finished procJuctc ·ioiQ-... < ~· --u i)\ 

~ ,.,. in pZ~rticulur;, 

i1nports into the Unil<!d States. The Ei.l:.;t Co.Js·L 
:: 

is subst.1nt:.ially rJcpc'nr.1cnL on jrnport~; of these t•roclucts . .-
,\c.Jditic.'II.Cll.L:r•, L';c;lw< o( the vol..ulilC o( t.lw~ : c prod\H~L~; imported, .-. 
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' I ,..,.-..., r:-:--they possess the reo st po Vcntj al for S l(_jl L lC, c adverse c c: on om i c i m p cJ c t w h c n imp or t p 1: i c c s 1· i s c abo v c p u~ v <1 i l in CJ domestic pr i ccs in the event·. of unex pee ted demo nd inc r ell ses or s\.lpply shorlu(_Je::; .. ~mporls of other fini~;hcd und unfinished· produGts, 00 the other hund, urc ~ot 0s sj(jllificunt i'n lhc overall cJomesL:ic nl,Jr\.~ct for pctrolcl'ln pr:oducl~.;, i.IIHl it was 

.. 
determined that inclusion of ~uch produc;ts in the progrurn v1ould pose sub:; t<t n t. i ~1 .:1drni n 1. ~; tr i1 ti ve uu rdc11S 0 nd tcchnic.:1l 

---
prob le1ns. ~1oreover., it \.Jus feared theJt inclusion of rnot·c prod u c t s t h <1 n n e c e s s a r y \110 u l d c r c a t e an u n cJ u c j n c c n t i v e to import products uncl v1ould OtJCL'<llL~ eJ~.:. 0 d i :.j nc:cnt ivc lo utilize and expand domestic refining capacity. 

3 7 .• The rules for the issuunce of entitlcrnents to imtJorters of No. 2 heating oil and residual fuel oil arc as follow: 

a. ·no. 2 l!cating Oil.· 1\fler consiucring the use of a system that would pr01nise the issuance of entitlem8nls upon the th0n pr~0VL1i. li!YJ 0i~ . .:::o:.:!~c:~Li.::.l be l\11e c n domestic and irnpor ted !:Jr icc s [or the product on. a v:eiyhlccl uvera~Je basis acros~· the 11<1Lion, FLI\ concluded lhot such <1 systcrn \·:ould LH2 cJdl1linistrutivcly infceJsible. Difficulties in calcululin':l this di.Cfer-.. ..__~ -t!nliol, <]iven · the variations in sulphur con lent us 
w~ll· as lr~nsportution differentials, m~kc sucl1 . ri system unworkublq. f'lorcover, si11cc re[inel:s !;;ell ut 

r- - . -·-::~~-" 

various prices to different classes of purchusers, 

.• 
I 

·.-

FE!\ vmuld have had to devise a system for obt~ininCJ ~ val i:d rq.nesentutive domestic price for coml)ilt"tson '"' i t h the l " n cJ c d cos t of i m l) or l s . F L: !\ t ll u s d c l e r -rnincd thut use of a fixed fruction.:ll entitlement 
v.:lluc per burrel of imported healilHJ oil offered L1~ u1r _.,.. 0 .... < 
C<jlli&ll~· cfr~':tivc und L1cll:linj_straLjv ,2 l.y l i~() J:C~ ~ca!;~jhle ~· 
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me l h o <.l for u c h i c v i ,.., 9 l he (J o a l o f: pro l c c l: : • y r · .... 

competitive vi<?bil.ity of .i.n<.ll~rcm1ent lnorketers. 

Using current nva·ket <.liff:crenliols bct,.lccn imported 

and domestic 1'1cuting oil,, FE!\ conclude<.l thut u bu.rrel 

of imported heoting oil should be treated CIS equi;.u.lent 

to J 0 p c r c c n t o f u. b a r r c l o f c r u d e o .i l i n c l u <.led i n' a 

r e [ i n c 1:' ' s 1: u n s l: o s t i l J. s . Thus, tot· ev•.:-,:y b.1rrel 

of imported- oil un eligible firm imports, entitlcmr;nts 

Hill be i:.s\J•~c1 ~,,•J.Lh a v;1lue cquiv;d.r.:nt t. ·,) • }· of 

the value.of an entitlement issuecl on a b~1rrel of 

crude oil in u. refiner's runs for Ll1·~ 1 non~h concerned. 

For exumple, if the Z~djusted nutionu.l old oil supply 

ratio were 40 percent and the vu.lue of u.n entitlement 

were $5.00, eu.ch refiner \voul<.l receive .4 of an 

e n t i L l em e n t ( $ 2 • 0 0 ) for e <1 c h bu. r r e l o f c r u cl e o i )_ 

included in its crude runs, at1d eu.ch b<lrH~l of im!)Ortcd 

prod u c L \·JO u l d receive . 3 o £ t h is c n t i t l e 111 c n L v u. l U e , 

or uppro:.:imu.tely .12 ($.60) of u.n entiUc1ncnt. l t lS 

c:;~ir..ated Lhol c11tiLi.crnent~ \d.ll t:1~unslate into u. 

value of u.ppr_oximateJy l-l/7. cent" per: <Jullon for 

imports of he.:1Ling oil. 
b. J\c s i d u ul i" u e 1 0 i l . fLA concluded thu.t 

-. im'Ports of res"i.du-:11 fuel shoulJ receive entitlements 

o n -t h c sa r n c b u s i s c1 s t l. o s e o f No . 7. he u. t i n 'J o i l. This 

approuch minimizes economic distortion since heu.ting 

oi~ is a mujor component in refinery blendiny of currently 

refined low sulfur residual fuel oils . and hi1s muny of the 

some ~~cs ~~ rcsiduul (ucl oil. Tln1::;, Lhc i :; ~; uil nc c of 

entitler;~cnls on the surnc uu.sis to ewch c<~tcyory of 
shi( ts to rni<.ldlc -~. "'i oR) ~- q.• (, 'Q -

~ 

from rcsiclut1l fuel ~ 
~ -

.::;;. 
'\" 

Sec Allocation 1\ct, § ~(b) (1) (I). 
·' 

/ 

imports will rr.evcnt undesir<lble 
distillu.Lc (he<~Liny oil) imports 
oil imtJOL"ts. 
Furlllc!."r.lorc, L)r::cau~;<: J:cs i.d\.F\1 fuel user~; jn m<1r1y .-~J-c.:ls 

o( tl1e countr)' must: dr.p(~nd e:<clusivcly on jmporlecl 
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· l product, fa . .. ne .) giv(? them en.l:itl<:mc. _s "' .Jld 
me.::~n they \·.'ould not· sh.::~v~ lnopot·tion.::~l.ly .i11 the 
benefits of the old oil allocation pro~1ram, which 
othen..;isc vJou.ld tehd· to elju.::~lize ·rude costs of 
J~mcstic refiner~. Fin<.Jlly,bcc.::~u~; e the overwhelming 
10.:1jority of tl~~ · n~sidu,:d . fuel COtl:JU mecJ .i 11 Lhc United 
St.::~tes is impor~ed, the price of residu.::~l . fuel oil 
consumC'd in t+r·::-lJi1:i.ted SLZ~Lcs h.:~:; uccn determined, 
for .::~11 practical purposes, by the landC'cl cost of 
imports of this product. 1\ s .:1 r c :; u lt , no L only ~ h ,) s 
the price of residu;1.l. fuel o i l rnuvc:d ,t\J(1\'C its 
historical relationship t;o the price of other 
domestically-refined petroleum products, but consumers of residual fuel oil h.::~ve been effectively precluded 
from pc1rlicipatir ~ y in the ben·~fiLs of FLl\ price 
controls on producer sales of domestic crude petroleum. l\ccordinyly, fEl\ has tuken step'~ to provide some 
degree of CCJUul-i:o:i1l.'i.on vJi th rcsll.r?t't· i· G .it ''l'C'l:ts o[ 
residual fu e l oil, as it docs \vith middle distillates, 
in or d e r l o i n s u 1: e c q u i t .:~ b l e .:1 l J. o::: <1 U . o 1 1 o r n~ s i u u u l 
fueJ. oil clt l'quitabJ.c price;:; Z\Il' Oil~ <IJ. l rcyions of 
the United Stutes, among .::~ll sector s of the petroleum 
i-rrcJustry und umony ull users . Sec l\ll o c.:1t.ion i\ct, 
§ 4(b)(l)(f). 

38. Entitl e ment:; Pllu s c-lrl f o t· Sl :,<lll 1\c[incrs. 1\s 
preyiou.sly noted, subsequent to the issuonce o[ the final regulation for. the program, FCl\ concluded th0t a spcciul provision vlilS ncccs!:',L!ry to assist those :.;1" ;1ll rc(i.n('r;, 
rec;ui1:ed to purchusc entitlements under the proy1:am Lo adjust on c1 ~rudu.:lted basis to their entitlC'm~nt purch.:lsc 
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.could h<:~ve a severe, short-L•"? r m econond.c i1npucL on ccrluin 

4,-.-

.... ·-· -

of these sm<:~ll refiners , and t h ut such refiners v1ould require ~ 
~, ... 

u period of time to arrange necessary financing and to structuref~ L h c i r 1 n u r Y. c t i n g ope r. a t i on s so a s , l o 111 J n i m i z c p o t e n l i'ii l c a s h f lO\v prob lcrns. This s p c c i cJ l pro vi s ion , h' h i c h VI as i s:. u c d i n thR form of an emergency rule, provides that a small refiner, u s to t h c f i 1: s t 3 0 , 0 0 0 b a r r e l s p c r cl 11 y o [ :'- t s c 1: uc1 e r u n s , - ·-docs not have to purchuse any entitlements for November, hus to purchusc only one-third the numhcl:" it \·•ouJrl othenvise huve to purchose fol..' December and h<:~s lo pul."chuse only 
t~,o10- thirds the amount thu t would othenvi se be required for January 1975. For februury 1975 and subs'eguent months, small refiners will be reouireJ to meet their full purchase obligut~ons. 

3~. The Price of Cntitlcn'c nts. FU\'s entitlement program was devised to overcome! the 1narl~ct distortions •. caUsed h y t }) '? t •:: 0 - ·tic!." p ~ i C ill g by::, L e Iii . 'ihcrcforc, Ft::i\ elected to fix the price of entitlements on " monthly b ct s i s ·~1 i t h r c [ e r. c n c c l o the d i L [ e J..' en t i u l lJ c L ,.,. c en con t r o ll.e d p r icc s of C"J J. cl o i l- u n d · marY. e l p L' i c c s CJ f un con L rolled o i l during the buse month for which the pr.ice is set.· The pL·ice for each entitlement to be trunsferred in Junuary 1~75, based on crude oil data for the month of November 197<1, is $5.00 39 F.R. 43103 (D c cetnb~r lC', 1~74). The notice eslubl~sh.!.ng --the $5 price described why a price slightly less thun the d i f f e r e n t i a .l b P. t \·J c en con t r o ll c d <::1 n d u nco n. L ;: o ll e d p r i c c s v1a s cho~;en: 

"I.J,)l..l i\V,Iil<tblc ln F\ ~1\ sut_iqr:st·~; lh;1t \.he d i [ ( c r e n t i a l b c l 1-1 e ~ n t h ~ we ish 1: e d <1 v e r <HJ c p r j c c of 01c1 oil on the 0nc h;tn<l, und nCI·J, rclc~ ;,!;c tl, i tn p o ~- L c cl <~ n d s L r i p p c~ r w e 1 1 o i l , c11 ' t h C' o L h c: r , is currcntl'j al)out Sfi. Because this i:. ,,n C'SL)m,"''t.C c.orr. tl·lrin~ avr.r<H]es, hOI·.'r:Vrl·, -1 1\rl hC'C·I\.ISC 
Ill"' prir· c: ·. :•C I\l :,J.ly lJr.'ill<i \' :1itl \\\' l·r·fin• ' t•: for both ole\ i111d ncv1 oil v.Jry considcr<1lJl.y ilL• o \'~ 
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crude oil und product costs to be passed through on u dollar-for-dollur bosis, the effect of the cost equolizotion proyrum I 

vJill be to elimint~t· e tl1c <Jross diSL'<Hitic~,; in price~;'·for the .. sume product t· ht.'l hilV0 formerly prrv::1l.lrd ;1\: ;lll l~vc:1~; of the.di~tribution chain. It is .anticjrated thut entitlements _....o: · .... 

lrun~.;fcrred in JanU<ll:y 1975, the fir:.;t rnonlh. in Hhich 
entitlements • ... •ill be .. bouyht und sold, 1-.rill result in some d e <J r c e o 1: co s t e q u a 1 i z u t ion i n F c h r u ,, r y i 1 n d \'' i ll c v c n l: u ,, 11 y briny prices into a much n;:lrt:O\·ICr runr:Je. 

D • T h c I' .r o CJ r u m I s I n t c n cl e d by 1-' r: T\ 't. o F u l [ i ll V a r i o us Objectives of thr. l\lloc<.1Lion 1\cl 
4 2 . 1\ s 111 e n t i ore d a t ·the o u t s c t o f t h c c1 i s c u s s ion o [ l he cos t e q u ul i z u lion pro y rom , l h c d i ~-; p <H:' i t y in c\ v c r a CJ c crude cbsl.s. omony refiners ond thr: CJl.:Culcr price competition uccompanying recent periods of excess supt)lies of petroleum products h(lve given rise to conditions rrquir.inq FET\ oction. 
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f These conditicms hove particulorly (ll:fectccl smoll ond indcpenden refiner s o11c.1 inc1c]_Jcnucnt mti:L-kcLer~~- S-ec l:'t.!r<lqra!-Jll~; l:.i-21 "" above.· 1\c-corrliiHJ to comments n : ccivccl by fl~1\ in its rulemu}~ing · procecdiny, llluny s1nall and indercndcnt refiners huvc been f or CQ..d 1..:. o c u t · the i r: m o r y i n s <1 n d s u s to i n r c d 11 c t j on s i 1 1 t h c~ i r morl<et sh'uJ:cs os o result of their dis~::i't·opot· tionole relionce 
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upon crude oil sold (lt uncontrolled Pricer. · (c.c;., nc\-.r, rele(lsed ~\, \ - --
:~-' 1 
~ .... 

and ~ m p or ted ) . -:_I The d i s p <n:- i t y i n c r u d c . co s t s h o s o l so a f f e c t e cY
1 

' 

refiners, but in some 

in r~1uny c.1~.;<!~;, :_;t t\i,ll ~•nd inuep~Jl' 
hiyh-cost mt~jor refiners. ~ /\lso, those murl;r~Lcc; c1cpcncJcnt uron hiyh-cost import_s...... of r ·_,. ':Ot(o certoin re[incd rroducts, pL1rticu1t~r .1y t·l o . 2 hct~tirl_J'J •. oil, '~ 

instonces, 

t· e f i n c: d L' y h i tJ 11 ·- co;, t. r e f: i n e r ~ - -

..; ~; ~ ~-

' 

~/ The di rc ci r-r.ulnsl;Jnc:es confronti nc_1 fll,l11)' ;o~n<d J und i nclcpcnclen -· \ .1> • • , 

refiner:. <11· r rr' ()r:ct.r.c1 in cc,rnln r~nts [ilcd \•lith Fl~/\, excerpts of 'l 
which- ore found in 1\ttochrnent G. 
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h a v e been p l o c c d a t a Go m p e l i. t i v e cl i s .::1 c) v un li.HJ c . 
43. Fr~/\'s cost equaliz;ltion proCJrom is in dir.cct 

re_spOl1Se to these problems. · /\s s La tecl in Lhe pr-eamble to 
the November 7 further notice o[ rulc:n~.:d~ illCJ, the old oil .. 
alloc.::~Lion prO~JJ.:<.lll\ ;.-;as spccificully dcsiynecl by l"L:i\ to 
carry out, "to the maximum extent practicable," v<1r~ous 
o b j c c L i v c s s e t . [or l h in See Lion 'l ( h ) ( l) o [ t ll c f. mer. CJ c n c y 
Petroleum /\llocC1tion 1\ct: 

"Tc correct these inC''JUit.11>le cnnrlil.ions \·:h.i.r.h fFl, h0~~ fCJ\JTH1 t·.o c:-:_i~;t:, r1:i1 itli · ••I\I.J:; l.O u<lopt Lllis rule Lo olJ.oc<~Le old oil cr1ujL<.1bJy .liMJilCj CJ ll d o Ill c s L j c 1: e Li. n e r s ,, n d t o c ;-: L r; 1 'd · Lll c b c: 1 1 c [ i l s of such olcl oil to cerloin refin0.d proc1ur..;Ls ot hiyhcr th<tn domestic prices. fl~/\ h<t" conclucled t ll a t t h e u c1 o p t i on o f t h i s prop o ~; e d r u 1 e i s \v i t h in its authority under the r:mcrqcnr::-r· PcLrolcum Allocution /\ct of: 1973 {the ''i\llocCILioll l\ct") to prov:ic1c for thr: equituble olloc;•:·ion of crude oil and reLined products, <tt equitdl;le price~;, uii\OIHJ all, J~egjons of: the Unitcc~ :,t:-•t~:;, i"'IIIOJ\\_r ;rl1 ;.cctot·s o[ Lhe petroleum industJ--f <Jnc.1 ;_111\0IVJ ;1) J uset·s [ § 4 (b) ( l) (F)]. . • . 1·1oreov0r , <ldortion of this pt:0[10~:rd rule is ,.,,,rr,•ntccJ Lo ,, ;.~;urr. the preservation of ill\ cconOI'IiCC\lly ~jound und CO~i'\j")C~.:.i'L.ivc; r~·2!_l:VJ.C:Ui•1 ir,(.:u:::~.J:·:/ rl11\~, i;; l)u.·.:L.i . C~4 .1.Ui. .. , t 11 c com pt.: L i t i. v c v .i ,, LJ j J i l y o f. j ll • h · 11 ·-· n r 11- 11 1_ n~ [ i n '2 r s 1 
smoll rc:fincr:>, nonbrundcc1 indepet•dent m<nkelct·s ,-.n0 l_,r<llv:.lr:d i nd!:'penclcnl~ rn;1rLr·lr·r~~ _ \ ~.' •1 (h) { l) (ll)] LJiJn .i . n.~t.i.on-of the economic di~··L<Jt:tion c<IUSed by un;:q1.1<1l <lCC('SS to price-contJ.-o .11("'c1 donv-~:Lic crucle o i l '"' i l J i1 l so '" i n i m i 7. c u n n e c r~ :; :> .1 1· y i n U; 1· [ ':"! r en c e \·lith murkct: m~ch0ni~ms lhCit \·:ould olllC'n:isr. --oper.c1tc More effectivcl.)' to help <1chirvc the overi:lll o b j e clive;.; of. lll c i\ ll o c 0 t ion i\ c t . [ ~1 ·1 {b) ( l) ( 1 ) ] Finally, FEi\ b~licves Li1.1t tl1c udO[JI.:..iC>n o( this-­i)J"Opo:.r.d J"U)(~ i .:. i1 n<:('C~~~lll-~- ~~r· .. ···~r)JHI )I_ :v11 lo ony future relax<1tion or e.l.imjn,Jllon of: ullocotion or price controls." 39 F.R. 3971\0. 

\'lith respect to the objectives of the l\ct which FE!\ bP.licves 
_ w i ll be f u l f i ll e cl b v the is s u a n c e o f e n t i t 1 em c n t b r> n P. f:i t·. ~ • 

L o a l i m i l c d c i:l l c ~l o r y o [ e 1 i CJ i u ) c [ i r m s j II\ [> o r t i n y l·J o . 2 
h 8 i1 t "i 11 Cj 0 i l i:lll c1 r c;. i d u u l f u e l 0 i l I :l r. e l' c) r iHJ r cl F h s 3 5-3 7 
above. 

~ •l. 
.~olio 

< Second, 0nd equ<1lly importonl, is Llle fc)ct Ll10t 
the?. pr.OCJrum is b<~~;cc1 on the bJ~o,•cJ i\llocilt.ion and prtr:l.n~! 
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mi.llldc>lc upplic<d·lc lo fLi1 under r.eclion •l (.J) o( Lhe i\lloc,llicln 
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I • . ~ A c t . * I I n deed , i n conn e c t ion w i t h L he 1 e g i s 1 a ti on r e c c n t l y p a s s e"d i.1 n d s i CJ ned i n L o l i.1 w extend j n g the All o c a t ion Act through August 31, 1975 (P.L . . 93-511}, both the Senute and the House called upon FE~ tQ ~mplement a cost equalizution '. 

program· uneler the au thor.i ty gran t12d to it in the Alloci.l tion Act . . SeeS. Rep. No. · 93-1.082, 93d Cony., 2d Sess. ut 2 (1974) (The Act "provides ample authority for the FEA to ·institute a system of ..price equal}zation to provide thut all segment~ of the industry benefit from lower-priced domestic oil. :The Committee wus urged to amend the Act to uchieve this objective but has been assured that the FEA intends to . institute a price equalization program under existing authority in the immediate future."}; H.R. Rep. No. 93-1443, 93d Con g . , 2 d S e ss . a t 3 ( 1 9 7 4 ) ( " [ T ] he A c t i n c 1 u d e s ad e qua t e authority 'to permit the Ff.A to institute a system of price equalization appli~able to crude oil, residual fuel oil and refined products to eliminate the regional and competitive inequities vJhich result from a dependence upon high-cost 

' 
I 
I 
! . 

l 
t 
' 
~ -
~i 
~· ~ 

t 

.... 
""'< 
~;'~ 
r-•' 
)"· ,... 
I 

E 
t~·­
~~ 

1 
..... . . .... , r-· 

{ 
I 

~ 
) 

'" :•, 
\" . , .... 
~-- ·, -
I· 
' . 

·• 

imported oils and petroleum product-s. The FEA's stated 
,: ·I 
1' . . 

commitm~nt to Subcommittee Chairman Macdonald during the 
~ . hearings on this bill to move promptly on a price equalization program has convinced the Committee that . specific a·mendmcnts to the Act.j:.o compel such action may prove to be unnecessary.") 

... -;;--.. -
III. L <1 c k o f I cr e p i.1 r i.1 b l c ll a r m to L\ u y c r s o [ En' t i t 1 c rn c n L s . 4 5. fEA's cost equalization program will not cause 

- -.J irreparable damage to those refiners requjred to buy 

. 

entitlements. Und~r the program and the refiner's price 

*/ Pursuant to Section 4(a), ~EA is required to 

A ,. 

"promulcJi.llc i.1 rcgulution providing for the m<1ndr:ltory allocation 

of crude oil, residual fuel oil, and e.1ch refined petroleum 

p r o d u c t , i n o m o u n t s s p c c i f i c d i n ( o r c1 e L c r m i n c cl i n ,, fl' ,, ll n e r 

prescribed by) <ltHI ;")L prices ;,pccificcl i..n (or determined 
in i.1 manner prescribed by) suc)l regulolions. 
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rule (10 C.F.n. § 212.03), t h e a1nounl:.s expr.nclccl to rurchus<3 entitlements ure treated us product costs which. muy 
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no longer enjoy the competitive advantuge of th<3 lower crude costs \vhich thcy are fqrtuitous enough to huve. They 
argued thut th e y might therefore suffer un irrepuruble J 
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diminution of lhc_ir c~urrent nturKel:. sh<1r.c::~. \·ih il e these consequences m<Jy possibly result from the progrnm, fJ.::l\ concluded that they are wurranled in the circumstances und, 
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will be, in effect, to·return the industry to conditions 
extant in early 1973 \,Vhen there wos no great disp.:.nity . . 
between the prices of foreign and domestic cruc1e o.i.l. 

~7. A final reoson that no refiner is lj.kely to suffer 
,. . 

i r r c p c:u: o b l e i n j u r ~/ i s t h <1 t a n y r c [ i n c r s u ( [ ~ r i n g s c 1· i o u s 
llortl?hip or yrosJi. i1.wyuity os a 1:esult of Llle enlitll.:tilents 
pros;r.:::.~ may obtuin <lt)PJ:cpriote acJministrL!ti..,:e r.clief fro:n · 

:.the u:.:quirerne2nts of the progrum by filing ull excep.~ion 
requ8st.with ,FEA's Office of Exceptions .ond Appeals. FEA 
has iinl))e:mcnted an expedited ·lll.ucecluu: to deal specifically 
with requests for exception from the cost equalization 
program, sec Attachment E, , 39 F.ll... 4J8U, and one such 
request has already been grant8c1 in a joint applicution filed 
by the San Joaqu.in Hcfininy Company unrJ the \·icst Coast Oil 
Company.· 

IV • 11 ,·n m to r L /, ' s P r o q r" m a n d the P u b l i c J n t e 1: e s L i [ ·;n1!1T ur1cT1oni sstl c s • 
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on the basis of -thc ... national old crude oil supply, an injuncti~n .. ' 
relievi~1y <1 sinyle refiner from its obliyation to purchase 
entillemcnts _\:ould cause a scvcJ:c Lllo\·J La the culir.e cost 

.. ~ . . 

equalization pro':jram. Such an injunction \:ould require a 
tim c- con s u m i n y 1· c c al c u ). u. '.:.ion o f a ll c n t i tl c men l 1 s s u o n c e s , 
would defer the operation of the program, pending a 
reGalculation, ior an indefinite period of time and, 
after the rccalculation,the party obtaining the preliminary 
i n j u n c t i o n \·.' o u l d b o. p l ;:~ c e d u t u corn p ~ U. t i '-' e a n c 1 f i n <1 n c i <1 l 
advantage over those colllpanics required lo comply .... .-ith the 
proc:Jrum. further., these steps might be rcpeuted several 
times as other refiners rush inlo other l 1 . '"-.rc-.( c c c r. u . d J. :.; l r I c t-. ('",. 

( courts seeking injunctive relief or such rc[incrs may ju,:t;t .. 
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the opcrution of the entitlements progrClP\ \vilJ. only serve lo 
' aggruvutc those serious problems outlined e1hovc con[ronting, 

umon<J others, :.J11c..:ll 'ilnd inuC.!pendcnt refiners anu . inucpcndent 
marketers. Th11s, grunting injunctive relief to un enlitlcment-. ~-

buyer refiner \vCJU ld be con trut·y to public· in tc res L, becau sc r 
... 
r 
~ 

" it \v o u l d c <1 use h <1 r m t Q those [ i r 111 s the 1\ ll o •.: <1 t ion 1\ c t w <1 s 
dcsiCJnec1 Lo pruLccL, and v;oulcl b12 conlrury to the oujectives 
of the l\ 11 o c a Lion 1\ c t ( e . <I..:_, S e c t ion t1 ( b ) ( J. ) ( 0 ) a n c1 ( F ) ) . 

. // . ,J .. · .' . . .• , ___ 1 C~.~//./otir~ \.iLJ{i~o~j~·'----
subsc~~·und S\·IOrn to before me this_/ . <~d;o;;January, 1975. • 
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Mr. BROi or Ohio. ' Mr. Speaker, 

will U1e gcntl man yield? 
"l\Ir. STAG ERS. Yes, I yield for U1e 

purpo.;es 9f d ·bate. 
1\Ir. BllQ}Y/N of Ohio. The letter to 

which the gentleman makes reference 
is not the Jetter to which I make refer­
en~.;e. The letter to which I make refer­
ence is a letter hom ML Zaru yesterday 
to me in whir:h he says that the Pre, i­
d~nt will not sign an cxten~ion of tills 
le;;blaliun. 

The letter to which the gentleman 
from West Virgiuia makes reference is a 
letter about coal m:1tters. 

~!r. STAGGEHS. Yes. an extension. 
Mr. BHO\VN uf Ohio. He is calling for 

an exll:usi.,n of the authority, as I un­
der:.taud. IIowerer, \\ ith rc::,pcd to the 
legis I<\ lion that went uti the book:; on 
the :lOth of June, where was our concern 
then? Why did we not do something 
about that then? 

Mr. STAGGEHS. The cenlleman will 
recall that we did extend those provisions 
abo in the bill H.It. 4035, but the Presi­
dent vetoed it. 

Mr. BROWN of Ohio. I am addressing 
my retnarks to the Emergency Petroleum 
Allocation Act. That is what we nrc 
talk inc abuu t. 

Mr. STAGGERS. 1Ir. Speaker, I yield 
5 minutes to tl1e r;entleumn from Massa­
chu,ett..> (l\11". 1\lACDON•\LD). 

t1It'. 1IACDONALD of Massachusetts 
asked and was civcn permission to revise 
and extcml his remarks.> 

"l\Ir. OTTINGER 11r. Speaker, will U1e 
gentlcnwn just yield for 1 second for a 
re)Jly to that? 

l\Ir. MACDONALD of Massachusetts. 
Yes; I yield lo the gentleman from New 
York. 

Mr. OTTINGER. Mr. Speaker, that is 
o. part of the legi~latiun which we are 
COti..Shlt:dng today, the extension of the 
Coal Convcr~ion Act, exactly what the 
Gentleman from Ohio \Mr. nnowN) was 
referring to. • 

The genllcman from \Vest Virginia 
<Mr. STAC:GEr..s>. our chairman, is lQQ.!" 
percent correct. • 

Mr. 1\IAC:DONALD of Massachusetts. 
Mr. Speal:er, I thank the chairman of 
the full committee for yiclt.lin~; to me, and 
I want to com{llimcnt the chairman of 
U1e sul.Jcommi ttec and all the members 
of that subcommittee who worked so 
hard and long on this entire problem. 

I think that the gentleman from Ohio 
11\Ir. BnowN 1 has confused some 1It:m­
bcrs of the House by discussing things 
that do n~t have anything rcr,lly to do 
with the extension of the Mandatory Al­
loclth:m Act which ls l.Jcforc us today. 

Some of the arguments that the gctr­
tleman from Ohio <Mr. BROWN) mach 
are perfectly sound argt~ments from hi 
point of view, but they do not go to till 
extension of the Mandatory Allocatim. 
Act, because if this act is not extended 
it expires, by law, on August 31. 

That is all this bill that we have 
before us right now is concerned with, 
to extend for 6 months what is presently 
law. It seems very clear to me that the 
Congress will need Utat much time to 
work, as the chairman of the full com­
mittee said, in a democratic way, which 

leads me actually to my main point, and 
that is that I hope that every 1\Iemuer 
of this body docs not confuse the two 
Utings. 

Yesterday and Ute day lJcforc ami dur­
ing other debate, we were doin;£ what we 
were sent licre to do, which is to repre­
sent our districts, our Stale, tile people 
that we do rcprc~ent, and tltcir inlerc::,to;. 
Ho11 ever, tut.lay that is nul wit::t t con­
frouts us. Today is D-D.w as to wltl:ther 
or not we will agree with the President. 

He keeps telling u~. and the press es­
pecially, both the news media, the writ­
ten media, ami the lJro :tdca~t media, 
that we have refused to cumtll·omisc. 

H scents to me that the e.;utprun1hcs 
that he has otfcrcd us are sotuewhat like 
when a ul:tll gucs in lu I.Juy u car lhat Is 
worth $12,000 and he offers $7,000 . The 
salesman says he want.> $15,000, and the 
man says, "All 1·i::;ht. I will give you 
$8,000." 

The salestnan says, "No; since then lt 
has gone up to $18,000." 

At that point any sensible man docs 
buy the car which the seller knew all 
the time. 

Then he ~;ocs to the press ami says 
that the Congress or the lJuycr refused 
to cooperate with him. 

I think the time is long past due that 
he be given time to think the thing 
through, to come to some conclusion that 
will be satbfactory. · 

Mr. BHOWN of Ohio. Mr. Speaker, 
will the gentleman yield? 

Mr. MACDONALD of Uassachusetts. 
I will yield to the gentleman as soou as 
I can. 

I Utink that the President himse·lf by 
now, since he has had so many people 
in charge of that JWOgram under PEA, 
has forgotten what his people arc saying. 
Last year on January 2-1, 1[)74, l\lr. 
Simon, who has neYer been accused of 
being antibig oil, said that any price 
at all that exceeded $7 per barrel was 
by it.~clf a windfall proftt. I repeat, l\lr. 
Simon said any price for the oil, Jlt!l' 
lJarrcl of oil over $7, is a windfall to the 
producer. 

II the Ins or the PEA do not need 
more than 30 days to get geared up or, 
say that no bill docs pass at the time 
the 6 months expires, it took the FEA 
so long to know what they were doing, 
and you can still get incorrect answers 
down there. I know they have been work­
ing under a handicap and thPy are still 
working under a handicap, but they need 
more time. The Nation needs more lime. 

\Ve arc voting not on local interests 
today, we are voting for lhc Nation. We 
arc vuting, !llltong other things, to keep 
the costs to the fanners down. I know 
that everyone thinks of fuel oil in terms 
of gasoline and heating oil, but we should 
all remember that there is very much 
more to it than that. It is· needed for 
protection of pui.Jlic health, safety, aud 
welfare, the maintcnauce of public serv­
ices · and, as I say, agricultural opera­
tions. 

We gave this authority to the PEA, 
and they have used part of it as far as 
allocation of the product, but they have 
done nothing much about the pricing, 
which they can under the mandatory 
nllocalion bill. 

The SPEAKETI. The time o! the gen­
tleman has expired. 

Mr. STAGGERS. Mr. Speaker, I 
yield 1 additional minute to the gentle­
man from l\lassachu:;etts. 

l\lc MACDONALD of 1!assuchusctts. 
:Mr. Spcaku, I \\ uuld like to point out 
that if you were a driller and you had 
overseas operations, ur if yuu O\\lled any 
reserves of auy kind, that you knew 
whc1·e they were and could tap them, and 
if two Presidents in a row had kept tell­
in[! you that :rou are going to get dct·egu­
latcd compldcly, would you go ahc.,d 
undet• a pricing ~truc:tur<?? o.· :tl"l! you 
goin~ to \\ait until sueh lime a:. there are 
ab:;ulutdy no COiitruls on yuu, and you 
can dtaq;c ar.y price that you v.ar.t tu, 
whidt is faclually and actually the case 
that has hapJ•encd? Two Prc~i,Jt:nts h:.ve 
told our oil cutHp~utic~. und now they arc 
tdiing the na.tuml gas JlCO!•le not to 
worry about it, there is no need to do any 
drilling because they nrc 1;0in~~ to I.Je de­
regulated completely, and they can wol'l:. 
umle1· their own structure. 

Th('rCfure, what It as been the incentive 
except the high tJriees that tire now oc­
curring here within the United Statrs. for 
them to do the drilli11g that the gentle­
man hum Ohio, 11r. Dtt<.J\v:;, pruperlY 
said has fallen off? 

The SPEAKETI. The time of the gentle-
man has :1gain expired. · 

Mr. BHOWN <,f Ohio. Mr. Speaker, will 
the gentleman !rum \Vc~t Virt:inia \l\.lr. 
STAGCl:HS). yield 2 additional minutes 
to the gentleman from 1Ia:;sachusctts so 
that I might nsk the gentleman a ques­
tioh'! 

Mt·. STAGGERS. I yield the gentle­
man from Massachusetts 2 additional 
minntes. 

Mt·. BROWN of Ohio. l\ir. Speaker. If 
the go>ntlcman will yield, ns the gcntlc­

.man from 1hls~achusctls knows. I have 
a gre<lt deal of respect for the gcnllcman, 
and a great deal of affection for him. be­
cause we worked together on the Sub­
committee · on Communications · ·and 
Power under his strong leadership as 
chairman. Up to the beginniug of this 
Cougrcss, communications r.nd energy 
were separated and placed in separate 
sulJ.::omrnittces, the problems of energy 
were under that subconunittec·s juris­
diction. 

During that ,period of time when we 
were on the Energy Subcommittee to­
gether, the gentleman from Massachu­
setts, the dbtinguishcd chairman, and I 
were olJ!iguted to consider the extension 
of this net once pcfore. That was from 
Its expiration on DecemLct• 31 of last 
year until Augnst 31 of this year. We 
both supported that extension, ns I re­
call, bC{:ause we both believed that by 
this time, or August 31, the Con­
gre~s would have come up with lcgisla- · 
tion which would have updated the legis­
lation then on the books n~. it related to 
the ~ituation in our current en~rgy prob-
letn. r, • 

The change has come from shortage to 
_sur)llus in terms of oil a\·ailnbility. The 
change has gone the other way as to 
where the oil comes from. more of lt. 
coming !rom tltc OPEC nations, and 
even more !rom the Arab nal!ons. I 
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~ nnd the man across the street Is selling 

It for 3 cents cheaper. So the one writes 
In and complains and Is indignant, but 
the problem is the refinery that is sell­
int; to him has a different basis for buy­
Ing oil. They buy some crude oil at $11.50 
and soute at $5.25. If they get enough at 
the S5.25 price they can sell more 
~kaply. 

Uut we cannot IJ::l.Y the Arabs $11.50 
mtd pay the Americans $5.25 . American 
oil deserves fair and equal treatment 
with Arab oil. 

We ha\'e to come back and face this: 
'l'h is b n price control l.Jill. H Members 
l.Jdicve price cont rul Is good for America 
I suggL·s t they check their history. They 
shlluld n :mimi themselves that it never 
will wurk . It never has . 

This L~ a pro-Amb bill. The interests 
of this country arc not served I.Jy our 
paying the Aral.Js $11 .50 when we pay 
the Americans only $5.25. That is taking 
a · shortsighted point of view for 
America . 

It is true we are talking about what 
we are goit•t: to do, but the Presitlent 15 
the only one who ll'as had the courage 
and the fore~ight to face the ~~ ~ue . The 
issue is: We ought . to decontrol aud we 
ouuht to deco ntrol oil rieht now. 

11r. STAGGERS. Mr. Speaker, I yield 
5 minutes to the chairman of the Sub­
committee on Energy and Power, the 
gciltletu::tn from Michigan tMr. DIN­
CEI.L), for purpo~es of debate only. 

Mr. DINGELL. l\1r. Speaket·, I urge 
adoption of S . liH!l . For the Congre~'· 
to fail to adopt this bill would constitute 
the I.Jasis for economic ubaster in thi~ 
country. 

The Presiden t. very re~rctl:ll>lY. h:ts 
nlreJ.dy vetoed u ~imilat· extension of the 
Allocation J\et, that was ll .R. 4035 . S . 
18.J!l h a si mple 6-month cxten~ion ot 
the nuthoritit:s of the Etnergency Pctro­
leuul Alloca t ion Act. This bill could t..e 
the b:1· i~ under which the Presicknt can 
nvuid damage to the economy of the 
United Slates. avo~! increases in the cost 
of Jivinq and achieve reductions in the 
levels of unemployment. 

The subcommittee has prepared n 
stuliY which indicates what we mi :,:ht 
anticipate if the Arabs incre::1se price:; 
and if decontrol goes into e!Iect. Briefly 
summarized, this ~tudy forecasts eco­
nomic disa~ ter. Very regrettal.Jly the 
President has ~ut:gested a possible 
veto of S. 1849. That possiuility 
should turn the blood of every American 
colr\. Not only docs the \'elo of S. lll-l!l 
and the sudden termination of controls 
under the Erner(:ency Petroleum Alloca­
tion Act render likely the skyrocketint; 
of the cos t of living and the cost of 
petrol eum products, which are part of 
e\'erything that is used by every Ameri­
c::tn . but also this pos~ibility indicates the 
r~al pJtential for our witnessing the most 
destructive imaginable consequences 
within the petroleum marketing industry. 

For example, hundreds of thousand:; 
of supply relationships within Ute in­
<lu~ tt-y would terminate. There is a strong 
possibility that major suppliers will pull 
out of whole areus 'of the country. There 
is the probability of price increases oL 
crude oil; there is the probability of prkt.. 
lnc~·eases of refined products; there i~ 

the probability of price Increases at the 
wholesale level; and there ls the proba­
!Jility of price Increases n t the ret<1il 
level. 

There is a possibility of something still 
worse, and titat"is that the whole distri­
bution system upon which the ~upply of 
J>etroleum products to the economy is 
based will literally collapse by reason of 
termination of hundreds of tlwu~ands uf 
ever-green contracts that cxbt in the 
industry. 

l\1r. CONTE. l\lr. Speaker, will the gen­
tleman yield'! 

1\tr. DING ELL. I ·yield very briefly for 
debate only lo my dear Iricnd. the gen­
tleman fro1n Mas~;adntset ls. 

1\1 r. CON 1'1.~. 1\Ir. Speakt::r, I want to 
commend the gentleman from 1\lit:higau 
and associate myself with his remarks. 

I m~;c passage of S. 1849. 
tMr. CONTE asked and was given per­

mission to re\'ise and extt::ud his re­
marks .) · 

Mr. DINGELL. Mr. Speaker, I thank 
mv colica[!ue. He has been my dear 
fri end and the senior raukint.; minority 
member of the Subcommittee on Energy 
and Environment of the Small Business· 
Co:umittee where the gelltlennl.ll ::lllcl I 
h<H'e worked continuously to see that 
small businesses were properly treated in 
this matter and I pay tribute to the gen­
tleman. 

lVfr. Speaker, I haven question I woulc\ 
like to direct to the chairman of the com­
mittee in light of the comments I havL 
rai~ed. 

There is a possibility of n veto of Uti: 
. ,•x lcns ion. If a veto of this leeisl:\li,>! l 
•lues occur, there is a pos:; i!Jility that 
there would be a hiatus or a brief period 
during which there would be 11u authoril~ 
to enfun:e the alioc.:atiou and price cott­
t rol rf'!.:llh'ion~ relatin•( to p~tt·ulelllll 

,,prod ucts, to supply n:b lioll ~hips, to al­
location~ and to entitlements. 

Mr. Speaker, I am sali~fied on the h;t :. i . 
>lf re:Hlin~ lite lanr-:u:1ge in S . 111·19 that 
•t is the intent of th~ Cungre~s that tl h 
_,:-;te n sion of the allocation ac:t ine:ludl!< l 

11 S . 111-!9 take ctt'ect inuuediatcly anti 
<:troaetively in the event of a veto and 

. 11 override of that veto, nne! that lhclt: 
e no hiatus or gap <luring which viol.l.­
ons of these regulations would not L ~ 
ttbject to civil sanctions. Am I correct? 
Mr. STAGGERS. Mr. Speaker, the gcn­

leman is corre~t. 
Mr. DING ELL. I am apprehensive t!Dl 

: omeone mi!!hl iuterpret our actions to­
day a~ failing to provide adequate notice 
to perwns who mi~ht be atrected b~ 
these regulations and it is my view that 
the consideration of this legislation at 
this time and the long history of the leg­
i«lalion, both in the House and in th . 
Senate. m:~kes it very rlain that it is u-•. 
intention of the ·Conr,ress that there b, 
no gap, no hiatus, and that the legbla · 
lion be considered as following- immccli 
:1tcly and successively. That is to say, llh 
allocation act as amended I.Jy thi:; !Jill 
if amended nfter the 31st of August. 
would none the less be read quite liter­
ally. As amended, the allocation act 
would continue, without interruption. tv 
make enforceable the regulations. Thus.,_ 
if this bill has not become law befor. · 
AugliSt 31, and, therefore, the aulhorily' 

to enforce the regulations unde, 
EPAA should expire, If this bill beet. 
law thereafter, violations of the reg\. 
lions during the interim would subjt • 
the violator to civil liability under the 
act. 

The SPEAKER. The time of the ~;cn­
tlcman frout l\lichiran has expired. 

1\tr. STAGGEHS . . l\lr. Speaker, I yield 
the gentit•IJJ.all 1 auditional minute. 

l\!r. DlNGELL. 'IhllS, this legislation 
be considered as followin~ immediat.cly 
nnd l.un·e,.,~i\'C·ly upon cxpir;ltion of the 
E111cn:t•ncy l'elroktHn Alllll:;lltun Act on 
the 31st of Au~:us t of lllis :year· at 1:.! 
o'clock ntidui k: hl; is that eorrec.:l'? 

1\lr. STAGGFHS. The gchtleman is 
correct. 

l\lr. D1NC.;J·:r r.. So. lhc1cfore, I mi~ht 
a ~,., uute that a!! persons are ncce::.~;l.ri!y 
on noti .:e an<l thl're Is no pcfil that this 
lceblatiuu \•.oul-1 raise cons titutiuna1 
qucs tiuns a ·; to Lick of notice l..y Con­
gress rq;.1nlinrr retroactivity in thc~c 
ln .•tter:;; b th;lt conect? 

r-.Ir. STAGGl•:t:s. The geutlcman is 
correct. 

Mr. ADA~IS. Hr. :':peaker. will the gen­
tleman yit:ld? 

Mr. DINGI-:LL. I ~- icld to the t;l'ntlc­
man from \Va shington. 

Mt·. AD1\l\IS. Mr. Speake1·, I want tu 
nssoc iate myselr with the remarks of th· · 
gentleman from 1\Iichigan, the chai•·­
lllan of the suh·om·nittcc, ami the ~;en­
tlcman from \Vc't Virginia, th~ chair­
man o! the ft>ll couuniltce, in tlte l't>l­
luquy th~·t ha\'c .j u~ t finished. I ::un itl 
,,nppurt of the rc:;olulion . 

•Mr. AD:\r-1'> asked and was giwn l.>t'l'­
lllissiuu to t" Vil':! nnd extend hi:; rl'-
ma rks. l __. 

Mr. STAC"G~:\" - ·~r. Sp~;l.ker. I }'il•h! 3 
mtuules to the centh:man from Calif~>r­
IIJ<t or ••• -. Kt:TCIIUM '· 

tl\fr. KETCIIU•.f a skect nnd w;~s gi\·en 
permi~sion to rrvi -1) 11nd extend his re­
lll:lrk!;.) 

1\lr. KETCHUI\.f. Mr. Spcaket·. it is-a. 
weary ta<k to m:1rch up ami down Utis 
h ill again. We ha \'e been marching UIJ 
ami diJ\\'n it . ~inr·~ late in·l973. ~·hen the 
Ct,:nmiltee on I11terstate 11nd Fot·eib'll 
Commerce l..rot•~ : ht w; a wonderful en­
l'!'gy bill that \\' C debated in the late 
lluut·s pl'ior t'l Chri«tm:-~s . B:tck when \\C 

pa:;.~ed the Eme.rgcncy Petroleum Allo­
l'uti•Jn Act, we renllv COilll•otmded the 
fe!Jnv of w:l~~ and •>rice controls. This 
r.:ry body terntin::>l~ct the w:1.gc and price 
nmtrols wh: n lh~,. di<f'overed to theiJ· 
amazement th:-t r:>.,.h and every lime that 
the U.S. Con~rec~ P.Ot mcs~ed 11!.) with 
lryin~ t'J clit·:!~~ the economy, we pro­
ceeded t'J wrc~·.: the economY. This bill 
seems to Ill~ t:> p:orp!!tuate the diflicul­
lies that \\'e f · mvl ourselves in. \Ve may 
r e<"all when th!' E·nerr-en('y Petroleum 
Act \':as first ' · rcn"ht to-U!i'i) flOOl' that 
ZC\'er::~l or u~ to0'~ tiM floor ~ntl Indi­
cated nolhing bnt {l'roblcms ultcad. \Ve 
can recall sinr.l) lh~ jl:l .«~:l~c of Lh>l t bill, 
we haVl' b~en in a con~tant discus~iou in 
this body about one subject. and one sub­
ject only, encrc" . and Jl::lrticulal'ly energy 
as it applies to oiL 

YesterdaY. this body In Its limitless 
wisdom took ::>ction on H.R. '1014 in 
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adopling an amendment that Is certain 
to bring a veto of that bill. A few mo­
ments later, we took another action, 
which absolutely made a certainty that 
we would face decontrol, by turning down 
the Prc;:;ident's program. Let me say at 
the ouL~ct that I do uot think that the 
Pre;;ident"s program is the greatest thing 
since powdered ;;ucar either, ·but at least 
he did give u:; 39 months to achieve cle­
control-3 \~1 ye;trs to achieve it on an 
orderly basis-and we turned that <!own. · 

F'our time:; he has come to us in au 
attempt w compromise, and four times 
he has been turned down. I thiuk he 
has 110 chuicc but to velA> this re.~ulution 
If it is passed. aud if it Is vetoc:d, oll Au­
gu~t 31 we will decontrol, and decontrol 
we should; return w the real wodJ, to 
the real marketplace where supply and 
dcm::tnd provides tile answer. Those 
Members who fear immediate l·cprisals­
if we choose to call it tha~in the form 
of increased prices should have called 
to their own attention the fact that every 
bill that we have had on the floor of this 
House would ultimately increase the 
price of gasoline, only we would have 
been mamblin6 it rather than relying 
on the free market. 

I hope that the Members will refuse 
U1is las t ditch stand on the part of per­
petuating a coutrollcd economy in Amer­
ica. 

Mr. STAGGERS. Mr. Speaker, I yiel 
2 minutes to the gentleman from Tcxa~ 
a member of the committee <Mr. Ec~;: 
JBRDT), for the purposes of debate onl> 

Mr. ECKHARDT. Mr. Speaker, I rise t• 
further clllphasizc a. point that my dis· 
tinguishcd subcommittee chairman mad<! 
a moment ago, because I think it is cx­
trelllely important. That is , that this act 
d0es not permit for any hiatus between' 
the tcnuination of the present Alloca­
tion Act and its ef[ective date. Of course , 
this act would not go into clfect until '' 
veto override, assuming there were a veto 
and then· an override, but the act tlur ­
poi·t:; to take•crrect immediately at the 
termination of the Allocation Act. If 
there were a velA> override, there would 
indeed ue a.hiatus during which price:: 
might rise, but Congress would have 
given notice that such rise is made illeg;tl 
H Congress ullimatcly prevails uy a velc 
override. Clearly Congress has authorit:. 
to act retroactively, and that rctroactivt 
effect would not be unco11stitutiona 
when tho.;c acting with notice of Cou 
gress intention have deliberately act;;, 
at their peril. 

<Mr. JONES o! Oklahoma asked and 
was given permission to revise and 
extend his remarks.) 

mcnh on llll 70l.J. whlr.h Is the bill be­
fure us, olhn limn the m•~tler o! pricing 
or wl. 

JI.Ir. JONES of Oklahoma. Mr. Speaker, 
I think it is a forek(one conclusion that 
this is going- to pass . If it docs, there 
will be a lot of bureaucrats downtown 
laur;hing up their sleeves at Congress. 

A few months a r:o I became seriously 
interested in regulatory reforms w let 
us take control of the GovcrnmenL again . 
AL Lhe lime, one of the 1-'EA ollicials said 
that, '"You will never get rid of us be­
cause we arc almost 7.000 strong and 
now we have an avera:;e :;alary of about 
$17,000 ." And I glc.;s he knew more about 
Congre~» than I d1d al ti1aL time. 

I thiuk all of tlte predietiuns that are 
made in good conscience by everybody as 
to what will happen if we phase out con­
trols m· if there is COinplete decontrol 
really are ju.st predictions. 'fl1ey arc not 
based on any kiml of fact. I cannot tell 
the l\Iembcrs about the rest of the coun­
try, but should the President veto this 
extension and should price controls go 
orr at the end of August, in the Midwest, 
in my ]Jart of the country, I think we arc 
going to sec the greatest consurncr bene­
fits that has ever happened. We will see 
a gas war that will Jet the consumer 
purchase gas at a reasonable price. \Ve 
will see that competition, more than 
Government bureaucracy, Is the · bes~ 
friend of the American consumer. 

Mr. STAGGERS. Mr. Speaker, I yield 
4 minutes for the purpose of debate only 
to the gentleman from Califomia (Mr 
KHEBS). 

<Mr. KREBS asked and was given 
permission to revise and extend hi.• 
remarks.> 

Mr. KREBS. Mr. Speaker, as somcom 
who has come to this chamber with rela . 
t!vcly little knowledge-hopefully, witl 
relatively few prejudices, althoug11 I havE: 
sume-I have s:it here for the last several 
days, and I have heard tile majority-a! 
least on the basis of yesterday's vole it I~ 
still a majority-being bcratert by some 
of our fellow Members on the theory that 
we have not done anything about the field 
of energy because some of us in these 
chambers-aild I will plead guilty-have 
refused to fall over and play dead for the 
oil companies. 

\Ve have lll' .uol a lo~l ahuut compromise 
suppu.;ctlly uii> : Il,;•Un~: from the \Vhite 
llou:.e . ttlld lhl:; ],.,; !.o·•·n rctJcatcd time 
ami li111c u~alu by v~.:ry articulate lllCin­
bcrs of the ttlinunty p ;ody ;ulll <~l so some 
i:ncmhrrs of the lll ;llul iL·r party, hut I 
caunot hl"lp llltt [, d tla.tt lhc lYtle of com­
prombc th;,t we ha\·e lt•·ard about is the 
type of coiuprouti:.c wl1ldt is olfered to a 
man who has ht'l"ll c·t .ntlt.:llllled to death 
and whu has been tohl lh••l his tlcath 
penally is (;oing to ltc c:arricd out except 
that it is going tu I.e pu·.tp,.nctl Iur 30 
days. and U~en an :tddtl iuual cultl!H"Olllisc 
is Ldng maliC by olh-tnat.: a rcpri!!\'e fot· 
45 days, and a fum! cotut>romhc hy offer­
ing- a reprieve for !JO days. llut. he is still 
going to be executed. 

I submit if the Members vote against 
the rcsulution before us antl iC we d<) 

what the President, fm· n:a>ouns be!>t 
known to himself, wants us to t.lo, then 
we will be doing exactly what will happen 
U1rou~:h the analogies I l1avc drawn, 
namely, in my opinion, dcalin~ a death 
'blow to the best interests of the Ameri­
can consumer. 

l\11". OT1."1NGI::H .. Mr. Speakct·, will the 
gentleman yil'ld'! 

Mr. Kn.c;u::;. I yield to U1e gentleman 
from New York. 

M1·. O"I"l'INGI::H .. Mr. Speake,-, I woultl 
like to couuncnd the gentlt·man from 
California <Mt·. KnEus> for his tine st;tte­
mcnt. He ha.s been saying what I have 
been tryin~ ·to nrticulat.c during the.~c 
past few days far better than I have been 
nblo w state. I associate myself with the 
gentleman's remarks. 

l\Ir. Klti,;US. Mr. Speaker, I thank the 
gcnllcman very much. 

Let me just clo~c on a hopdul note. 
Maybe I am optimi:;tic because I am in­
fluenced by my next door colleague, the 
gentleman from Caliionlia, who like:; to 
say that it is much more fun w be op-
timistic. ~ · • ·· 

I hope that by gmnling this extensit>ll 
tlle President, those in the minority 
parLy, and those who comE -from the oil­
producin(l' States of this Nation will have 
second thoughts as to what they are 

I cite In that connection the case of 
First National Bank in Dallas v. United 
Stales, 420 2d 725. So, what would oc­
cur? I feel sure that Congress would re­
examine the matter after a velA> and if 
pdces had gone ext1·emcly high, as every­
one is predicting they might do, Congres:; 
would. I believe, very likely override a 
veto. That means that any increase !11 
price during the hiatus period could re­
sult in treble damages against whose wh(,: 
deliberately raised prices above the leve' 
that Congress ultimately mandated. 

Mr. Speaker, as far as the President's 
so-called program is concerned-and I 
want to emphasize it Is a so-called pro­
gram because I am still tryiug to f1gure 
out what the President's program is, 
other than to hand a bonanza at the ex­
pense of the American consumer to the, 
oil companies-let me say in a:; clear a 
fashion as I can to the leadership of the 
minority 11arty-not the rank and file , 
but the leadership of U1e minority 
party-that. I have not heard them say 
one thing constructive as far as an en·. 
ergy program is concerned, other than· 
their well orchestrated t·efrain whict 
originated from Pennsylvania Avenue, t<. 
the effect that we have to decontrol, and 
unless we decontrol we hnve no energy 
program. 

really doing w the American consumer 
by removin~ controls from oil. If we nre 
going to remove cont1·o!s from oil. let us 
not kid ourselves as w what we ;u·e go­
ing to do. The sheiks in Saudi Ambia, 
Kuwait, and Algeria. are going to deter­
mine what the price of our oil is coing 
to be. I think that is not what tile Amer­
ican consumer would like w see happen. 

Mr. BRO\\'N of Ohio. Mr. Speake1·. will 
the gentleman yield? 

M1·. KREBS. I yie1'cftto U1e gentleman 
f1·om Ohio. , ; --: 

M1·. BROWN of Ohio. ~r. Speaker, 
that is a bonanza for the sheiks. That will 
increase our alliance with them. 

Mr. STAGGERS. Mr. Speaker, I yield 
1 minute to U1e gentleman from Ohio 
<Mr. BROWN) for tile purpose of debate 
only. 

Mr. STAGGERS. Mr. Speaker, I yield 
1 minute to the gentleman from Okla­
homa (Mr. JONES). 

... 
l 

j 

Mr. Speaker, I think anyone who looks 
at H.R. 7014 cannot help but be struck 
by the fact that we have heard no argu-

Mr. BROWN of Ohio. Mr. Speaker, 
I would like to mise one point here, nnd 
I wonder i! I could ho..ve the attention 
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HARDT). 
I hope the gentleman from Texas dld 

not think he was setting legislative his­
tury here by the suggestion that it was 
his opinion that oil companies or any 
rdailers or any jolJhcrs in the distrllm­
lion IJusincss woultl be subject to trciJh.: 
damages if we raised their price or made 
some ditrcn::nt arranr:emcnt should the 
Emergency Petroleum Allocation Act au­
thorities expire at any time in the fu­
ture. 

but such cxplrntlon shall not affect any oc­
tlon or pe! .dlng proceeding, clvll or criminal, 
not tinnily dctcrllllned on such dnte, nor any 
nctlon or proccc<llng bnsed upon any act 
conunlttcd prior to mldnl~o;htr-

I do not know any reasonable person 
could expect the President to believe 
that Ute Hou.Sc of Representatives and 
the Senate, with the track record which 
we haYe as fat· as inaction on enert.: Y 
is concerned, would do any better if 
there were G months more provided for 
that purpose. 

I do find some dilliculty with that as 
beinG a very dear conclusion that one 
can <lmw fl·om the le~o:is lation. 

I wuuclcr if the gentleman would be 
kind enough to oncr 1nc some verifica­
tion that he was merely expressing u 
personal opinion und not drawing on an 
opportunity to try to cstaiJiish a le!,:al 
. !)asc for lawsuits. 

The SPEAKER. The time of the gen­
tleman from Ohio <Mr. BROWNJ has ex­
pired. 

Mr. STAGGEHS. 1\Ir. Speaker, I would 
be glad to yie!tl 1 adclitional minute to 
the gentleman from Ohio (1\Ir. BROWN> 
for the purpose of debate only. 

Mr. ECKIIAHDT. Mr. Speaker, will 
the !;entlcman yield? 

1\Ir. BROWN of Ohio. I yield to the 
{:cntleman from Texas. 

1\lr. ECKHAHDT. Mr. Speaker, the 
ca:.e of Firs t National Bank of Dallas 
versus the United States said that ex­
tensive nonstatutory notice prior to en­
actnH:nt re~:ardi11g n:lroactive eJTect of 
n statute cuns lilult:d sullicic11t infor­
mation in ad1·a ncc that if the act had 
retroactive effect, such would not deny 
duo proce .;s . 

I w:•s simply trylnu to make it clca1 
that there is obviou~ly extens ive non ­
, talulory notice here and by thi :> deiJat. 
that the Allocation Act exten~ion refer. 
to :tnd incorporales lhc Economic .Sta ­
IJilizatton Act, whieh provides for treble 
danlJges and o!lJCr rienalties null puts 
that into cllect retroactively, asstuning 
the President vetO('S the !Jill nnd we 
override the veto, nnd that constitutes 
a binding effect. 

The SPEAKER. The time of the gen­
tleman fr0111 Ohio (1\lr. BnowN) has 
again expired. 

1\lr. STAGGERS. 1\lr. Speaker, I yicltl 
1 additional minute to U1e gentleman 
from Ohio <r-.Ir. BROWN) for the Jltlrpose 
of debate only. · 

Mr. BROWN of Ohio. Mr. Speaker, I 
would like to refer the gentleman from 
Texas (Mr. ECKIIAHoTl to the Jan:::uage 
In section 41 g) of the EPAA, which says 
ns follows: 

The regul:ttlon ·promulgnted nnd mado 
cllectirc untlcr subsection (n) shnll remain 
In clfcct uutll mldnl~o;ht-

Now August 31, 1975-
~-.:ccpt that (A) the President or Ills delcgato 
m.ly nmend such regulation so loug as such 
resulation, f•S amended, meets the requlre­
Jucnts or this section. and (B) the Presl­
<lent may exempt crude oil, rc~ldual fuel all, 
or ony rcfmed petroleum product from such 
rr.:;ulnllon lu ncconlnncc wllh parograph (2) 
uC this subsection . The authority to pro­
mulsate nnd amend the regulation and to 
b sue any order under- this section, and to 
enforce under section 5 such regulntion and 
any such order, expires ut rnldnl~ht-

Of that date. 
I would suggest that that latter phras­

ing docs indicate that the authority of 
the act In that respect terminates on that 
date. 

The SPEAKER. The time of lhe gen­
lleman from Oh.io <Mr. BltoWN) ha::; 
c:xpiretl . 

Mr. STAGGERS. Mr. Spe~tker, I yid.t 
1 adtlitioual minute to lhe genlh:man 
from Ohio <Mr. BnowN) !or the lJUr­
poscs of <leba te only. 

Mr. F.CKHi\HDT. Mr. Speaker, \·:ill 
the Gentleman yield? 
. Mr. BROWN of Ohio. I will be ~:lad 

t:V yield to the gentleman from Te>::>s . 
1\Ir. ECKHARDT. Mr. Speaker, what 

t i1e {;cntlem:m read would be subj ect 
l.J the chance provided in this net fr01n 
'.u1;w,t 31, 1!J75, to · March 1, 1!i'1G. 

·rherdore, if there were nn ultim~tt~ 
override of a veto, that act would be it, 
effect continuously until M;u·ch 1, 1!>76. 

The hiatus time would be, in en·et· t, 
b~ a time subject to a retroactive pen­
alty ::_:overned by 1;eclion 210 of the .Sla­
lJilizalion Act which Is adopted in this 
act, which read<; t0 thi" e!Tcct: 

In nny nctlon brought under subsection 
(a) ng:tlnst any" person renting properly 
or selling goods or scn·lccs, who Is Counll 
to hnvc ovcrchnrgetl the plalutl!T, the court 
otla}', In Its di scretion. n\l.nrd treble dnm­
ngcs or $1,000 In each cn~c . whichever l~ lh<' 
ksscr. 

I do not know how the President of 
the Unitrd Slates cun Le expected, !..:cl­
ing as slron~;ly as he docs about l~1e 
neces~lty fot· deconlrol, to wait nny fur­
ther fur actions which this House mh;ht 
take which would result In more Jn·oduc­
tion from domestic oil fidtls. After ;.1ll, 
is n(lt that what we arc tryiu~ to do? 

I thou:' hl the lHI.!lle of the .:a Ill!! w .ts 
to pruvide bdter supplies of 011 !r.:lln 
dom..!:.; tlc sources so that we would not 
have to Import more from !ord ~:n 
SOUrl~CS. That \VIl'i what I thou:; ht \llltil 
ye::;tP.rd.ty, nnd on yesterday th<: \\hole 
roof c:t \'etl ln. Not 011ly was the Pr.:<;i­
tl~nt's plan 110t U! J:J I"O\'ed. but abo 
amendments to H .R. 7014 wet·c approved 
which In my opinion. and ill the opinion 
of practically everybody I have tali;.ecl 
to, will be completely countcnH·.,tliH:l!ve 
insofar as Increasing production of !lo-
lll r·; ~i" oi' ·- e .. - -···1-' 

Mr. BROWN of Ohio. 1\Tr. Spc .. tcr, 
1nay I just say In response to that that 
the gentleman may have a JlOint. 'l'lwrc 
would be a question because of the un­
usual nature of this. It oc..:ur::; to m :!. 
hvwever, that . the action would nluw:; t 
IJC a Supreme Court constitutional Is­
sue, and 1wt one that woultl llow from r 

What did we do yesterday? In the 
first phcl'. we fixed the price of old oil 
at $5.25. We rolled back the prices ofw 
new oil from the prlrc which is, I b'1tcss, 
somewhe1·e :nouncl $1?..50, back to $7.50. 
If anybo(ly really believes that you are 
::oiur; to get nwre oil at lowe1· prices, 
th.:n he just docs •1ot lllll!erstand the 
e.·owmtic facts of life. llow this could 
h<! d•,ne in the li~ht of the tcstinwny 
which has b t!en gi\'cn, tn the Ji:;ht of 
the infonnation whi.:h was tn·ull ;;ht 
f0rlh ~'-""' th • ~ t ,..f the prudtldi<JII o( 
uld oil, is be,·ond me. 

Let 111•! :;a,· th · t 1'1 Coliforn!n there Is 
a field that b o•·enttcd by the State of 
C:lllfnrnla. anrt that fi('ld prvbaiJly Is 

Dill!', to be closed UO\\'Il bCC<Itbe the CLI.:;t 
f procluclion from lh'lt field is UJl almost 
;) ss.~;; a }·aiT 1. lh ~. t kind of case. ../ 

'lr. STAGGERS. Mr. Speaker, I yh:Td 
our remaining time to the gentleman 
from O!.io < r-.Jr: BnowNl. 

Mr. BROWN of Ohio. 1\:tr. Speaker, I 
thank the ~ ct•tlcman for yicldin{;. 

Mr. RllODF.S. Mr. Speaker, will the 
g.enlleman yield? 

Mr. UHOWN of Ohio. Yes. 1\Ir. SJJeaker, 
I yidtl G ml11ules to the gentlem:tn from 
Ari::ona tl\Ir. RIIODI:S). 

1\lr. STAGGERS. 1\!r. Speaker. as I 
unclcrslaml it, that Is for the purposes of 
deiJat<! only. ~ 

<Mr. RHODES asked and was given 
permission to 1·evise and extend his 
remarks.) 

• M1·. RHODES. Mr. Speaker, I wish I 
· could stand !lcre nnd tell the Members 
·that I think if this bill passes, it will 
become law, and that if the House had 
not taken the action on the President's 
decontrol plan which it took yesterday, 
I am sure that would be the case. 

As it Is, however, the President, if he· 
signs this !Jill, will be putting himself 
and this country in a position of ac­
quiescing in delaying, acquiescing in no 
actinn at all to do somelhin~-: about the 
plight that the country finds itself in 
Insofar as energy is concerned. 

I said on the flo ;n·-·-and tiH! gt!ntlcm.tn 
frcJm Texas n:-;reed with me-under the 
prcs<!nt 1<ilu::~lion if you ha\'e on old oil 
field nnd you want to drill a new well 
there, and it costs pll'nty to drill wells 
these clays, that I! you do you will fmd 
o11rself in a situation of taking oil fmm 
the new well nnd scllin!: It at the old 
oil price. So, ~ n rt><ttlt, noiJody is drill­
Ing in the dd oil fields. nnd they nrc 
a1non(:t the r uiek('<:t. nnd the best areas 
!or il1c1 easiw~ enr dcmestic production. 

Everythiur tl•l ; C 011!~rcs5 has done, r-.11·. 
Speaker, a ; fi:r l\ "l fl'ergv is concerned, 
has been r·uPJt · rproductlvc. It h•tS been 
goinG in th:- rh·t>ctlo·t of furnbhin~ this 
countn·l.:Rs t·n ~. r ·. :ltH.l not more l'ner~Y­
I Ray it i · :> .~h m~rul situation. 

We arc n!Jcut to 1 ect>ss for 30 days. I 
appro\·e of tiP , r· ·('!'~. The Spraker and I 
togrther \': or<:t:>cl out the schedule eal"lil'r 
in tile ye:a ;·. a •1.1 I do not di~approvc of 
the fact th·t w. r.re doing It, but I do 
<lisappro\'C IJf the {qct lll't \\e arc lc<l\'­
lng the coullt!·y in n situation ri~ht now 
where the· Prr~i<l<>nt of the United Stales 
will have only two possii.Jle courses of 
action: One i<; to surrender and forget 
decontrol of o. I oil. and the sccund i" l t ' 

·S..·cto S l!ll'l • ,,·,; 1: t lnt··rp~t · · rt ' 
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decontrol of old oil so we can get more 
or it. 

I d0 not think that the President is 
going to say that he is not Interested In 
decontrollin!; old oil-he knows we need 
more oil. The only other option whil:h we 
arc Giving him Is to veto this bill, which 
woulu extend the EPAA for 6 more 
months. If we were to remove EPAA con­
trols fnuncdia t<:ly, the pricing of old oil 
could move up as high as the c:!p on new 
oil is now, anu if it does that it would 
have the ctrcct, in 1ny opinion, of in­
cn:asint: the price of gaboline <It the 
pumps very precipitiously. 

Of course, that docs not have to 
haJ>pen. It coulu be that the oil com­
panies can-and they shoulu-acree 
voluntarily to auiuc by the Prc~id:.:nt's 
decontrol plan whkh the House <.lid not 
UJ>Prove. I would hope they might con­
siucr doing that. nut the chances are 
that thi s idea 111ight 11ot be adopted, and 
If It is · not adopted the prices will go up 
rather precipitously. 

Mr. STAGGERS. Mr. Speaker, will the 
gcntlcu1an yit.:ld? 

.Mr. RHODES. I yield to the gentleman 
from Wes t Virginia. 

Mr. STAGGERS. I thank the gentle­
man from Arizona for yielding to me. 

Of course, the gentleman knows of my 
.,.adrniration und rc;;pect for him. 

'Mr. RHODES. The gentleman from 
Arizona knows that, and 1·cciprocates 
that feeling. 

Mr. STAGGERS. I would like to say 
that I du not see why the President doc:; 
not have more than two options. He has 
the options of :,i~uing or not signing, he 
has tho~c two. And lte has also the option 
of \\·a ilin~ until we have completed the 
work on JI.IL 7014 which we arc working 
on now, und see what Is in it before he 
takl's any adverse action. . 

1Ir. HllODES. 1\-Iy friend, the gentle­
man from West Virginia, I believe will 
have to agree with me that the amend­
ment adopte<i yes terday provides for a 
price rollback which in the opiulon of lh,! 
President and in my. opinion will produce 
less dome:, tic oil ins tead of more domestic 
oil. I can say to my good friend, the 
gentleman from West Virgiuia, and I 
think that I can a ssure the gentleman 
that I am correct, that if that bill ~ocs 
to the Pres ident with that roliiJack pro­
vision in it it will be vetoed. It might 
be that the veto would not be sustained. 
I do not know that. 

1\!r. STAGGERS. Mr. Speaker, will the 
gentleman yield it J.:aln? 

Mr. HHODES. Yes, of course, I yield. 
Mr. STAGGERS. None of us Is prophet 

enough to know what is going to be in 
H .R. 7014 when It finally gets through 
this House and when it gets through con­
ference . I do not sec why the President 
of the Unil~d States would not walt to 
see our final product . 

The SPEAKER. The time of the gen­
tleman has expired. 

Mr. STAGGERS. Mr. Speaker, I yield 
1 minute to the gentleman from 1\lichi­

. gan !1\lr. DINCELL)', chairman of the 
subcommi ttce. 

Mr. DING ELL. I thank the chairman. this hill have been belittling him nnd Mr. Speaker, I observe thn.t the leg- demeaning him, because I think he is ;lation ·before us strikes out the elate goin~:, to work for what i:; In the best in- · 'August :u, 1975,'' and inserts h1 lieu tcrcsls of America. I think he is goin!; to.> •l Lhereof "!\larch 1, l!l7G." I observe that s ay, "Let us wait until the Con~::t·css of the language of section 4 rg) (1 > of the the United Slate::; liubhe:.; Its work and 
l:~mcrucncy Petroleum Allocation .1\c.:t pul5 a l.Jill on m y clc:; l:, and let ttiC jud.:c s tates: whether I tltiuk it is a tait· bill:' a11cl 

The regulation promulptcd und matlu that then he will 111:1ke up his mimi. I 
: !f~c uve utttlcr Slll>>ccuon (:>) shnll remain have no he:;itancy in my utin<l \':h:tbo-tt cUcct until mldttlght A11 gust 31. Hl75. . . . ever that he will sign this bill. I tltink 
1 he IJ.ttlhonty to promulgate o.nd o.ntetH.! the he is that kind of a !llall. 1 think 1 . ·s ·cgulatton and to b :ouc auy order under Uti:; loo 1 i 1 . . 1

' !· .ectlon, nud to enforce under section 5 such .J g a nan to veto It and :-;ub.JlTt llots I 
; 1:ulallon und any , , tr·h <•nlcr, cxpir~s :.t Nalton lo the liar: h . c.:on:·.:IJUCIV:..:s of ! nitlulght Aug u~t 31, JU75, onL such <·xpira- aLrupt lk::ont~·Gl. 1 lltitd: he i; t .• tt") Li!; i '"n ~hall not alfect any action or l""t><lll'l: n. lnan as l'n::.tdent u[ the Unill'tl ~·.Llll:s • procecc.linsc<. civtl or crintiual, IH>L lito . .Jiy lo say, ''I :1111 goiu~-: to veto :til}' !Jill th.lt ldermiued on such date, rtur auy action or come~ <luwn here." 1 du not. heliev<! he 
>roceediu~ base l.! ll!JOll auy net cotmnltl~d \\ill veto this bill. I do not believe be >rlor to nndnlght Augu st 31 , 1!175. :.lrould. 

I note that the practical ciTect of the So I would urge every Member of this ltlcndmeut is to c.dcn<l the pcriou dur- tiutL5e to vote aye on this resolution t-> , ng which the reguhtlions must rcm~in ;end it to the President so th~1t. he l:Olll ! 
'Ill cllect und lite life of the authodty 111:1ke the final decision. ! to pronntl ~ale muencl anu, most import- l\Ir. IJrCKLE. Mr. Speaker, I note that : autly, anwnd the re~ nlallons until the ~ .cdi<HI :!03tEl provides to.r the Fclkl·al first of !\larch 1D76. I think this . is a En.:r;:y Adu1inistrator to pi·ovidc t\.11 as­very important point. I ask if my chair- sc;~;ment or the relationship I.Jctwcen man of the committee a;;rccs. price lr<!nds and related development for I The SPEAKER. The time of the gcn- con!, as well u~ other m~jo1· energy tlcman h as expired. · source~. In my opinion, it Is hl~h time 

Mr. STAGGEHS. 1\Ir. Speaker, I yich.l that we look into the price of cv:tl. 
1 additional minute to the gentleman · I have con~ulled \\ ilh the llurcau or from Michigan. .abor Slatbtics and :un lufurmcd that 

Mr. Speaker, the answer is "Yes." he ft~;1,1rcs that lltey keep monthly, 011 Mr. DINGELL. I ask my friend, the m index h•tsis, of Ute spot 1narkct for chairman of the Committee on Interstate ·oal on a weighted an:ra~e lJasis iulli­
and Foreit·.n Commerce who Is managiug iates the following: 
this bill, if it Is not the clear intention !lG7 ltHleK ftbure ____________________ toll 
of this Congress that the literal reading !J73 Oc.touer (emhaq;o oll) __________ 2·21. 1 of the pi:\ in language of S. 184!J aud of !J75 June __________________________ 3ll5. 9 
the Allocation Act as amended by S. · llH9 l.Jc followed. Thus ills the Congress Other fl~::urcs t.hat I hav~ .ohlail•ecl . •. . t"Oill the Federal Energy Admltu~tr.ltton mtcnt that the rcgulatwns be VIewed ~s lldic' tc that th, a\· , .. ,,. .· . . ' having continued in eifect without inter- f co~l io to\, cl,l~c !lliCC PC:t ton ruplion from their ori"inal elfcclivc dale . • pr r IC embargo was $U.5\J until 1\'lan.:h 1 of HliG. Cl' ~01.1. Af_ter the embargo cm:rcntly, tl~c M. ST\GGERS Tl t · . . . ·t Vciagc PI ICC per ton of coal IS appn>xi-M1." DI~GELL Tl 

1 ~ f 1~ co;;ct~ :_ b·n talcly $15 per ton. While the:o<! fi~;ures 
· ,. 

0 
I. · ,ICI C O! e.. . II:. I rc ba~Cd 011 aVCrJ.Gl'S they arc the t:Oirl-

1,, \ etocll, and the 'elo ove~ .li~llcn, ~he ilia lion of prices for utility, manufac-lt~g.ula~wn and th.e aut hot ~t~ to en- uring and metallurgical- spot markt:t f?1ce 1t \\ould contlntle accotd.mg to the lrices for coal. They are ba~ed on the literal languar::e. of lh~ Allocatro~1 A~t as a lest figure~ available to the FEA. amended by thts ulll. No constrtulwnal . . impediments exist to this Interpretation Lookmg at these figure~. It Is appat·-in view of the :1olice which this llcbatc 'nt that since 1967 the pnce of coni has md the lcgi~latll'e history of this bill almost qu~drupled_. Smcc the Arab em­~ rrords all interested 11crsons. Darr:o on oil, the pnce of coal has douul~d. 
Mr. BROWN of Ohio. 1\rr. Speaker, will Wh~ arc we so caaet· l~ control the puce he ~:cnlleman yield? of .or!, and yet do nolhmg lo control the 
Mr. STAGGEHS. The ~-:cntleman from prtce of another energy source, coal? 

lichlr:an is correct. If I have nny time This In th~ face of the fuct that we eft I yield to the gentleman from Ohio have vast quantities of domestic cu.1l, . Ml:. Br.owN). while oil Is nn increasingly scarce rc-
Mr. BROWN of Ohio. It would be a source. It is oil that we need to cncour­tiatus. I think there would have to be age domestic production ns well as nat­

L Supreme .court determination. ural gas, another Jlrice regulated energy The SPEAKER. The time of the gcn- source. Our oil and gas reserve~ are the ,Ueman has expired. sources that we should be usina priced to 
1Ir. STAGGERS. Mr. Speaker, I yield attract the ueeded capit::-.1 to produce 

myself such time as I may consume. more. 
I U1ink, Mr·. Speaker, we all know the \Vhilc philosophically I am opposed to issue very well. It is as to whether we price controls, I find it incon~istent. to arc going to extend this bill whkh will understand why we regulate the prkc of give the President authority to continue oil and natural gas, but do not. rc,;ulalc 

petroleum price and allocation controls the price of coal. 
(Mr. ·niNGELL. asked and was given 

permission to revise and extend his 
remarks.> 

until we conclude our work on energy Therefore, It seems to me that. we legislation. I think that those who have should indeed encourage Investigation said that the President Is going to veto into these i rice trend!; In coal. 
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KERSTEN v. UNITED ST~TES 

[.~-ms 
3~7 

Cite"" lGl F.2u 337 

through statements of newspapers and 

t<ERSTEN v. UNITED STATES. radio broadcasts co ntaining statements by 

No. 3485. local Office of Price Administration con-

C!rcuic Court of Appe:.ls, Tenth Circuit. 

i\lay G, lDH. 

Writ of Certiorari Denied June 16, 1947. 

See 67 S.Ct. 1744. 

I. statutes Q;:::>J29, 170 

Congress m::1y revive or extend an act 

~·\· any form of words which makes clear 

1;; intention to do so. 

2. War Q;:::>4 
\ \"here section 4 of the Emergency 

Price Control Act of 1942 made it unlaw­

iul for any person to sell or deliver any 

cvmmodity in violation of any regulation 

rromt!l;a ted under section 2 of such act, 

w d section 4 was continued in force by 

t h ~ Price Control Extension Act a viola­

ti·m of regulation in August, 1946, con­

;:ituted a violation of section 4. Emer­

g~ncy Price Control Act of 19<l2, §§ 2, 4, 

51) U.S. C.A.Appendix, §§ 902, 904; Emer­

:;cncy Price Control Extension Act of 

i'.i !6, § 18, SO U.S.C.A.Appendix, § 901a 

:c ote. 

3. lnt.li ctment and Information <PIOS 

\\"here the facts alleged in informa­

tion clearly charged a violation of section 

4 of the Emergency Price Control Act of 

!9~2 as extended the failure of the cap­

~ion and body of the information to re­

fer to the Price Control Extension Act 

cuuld not have misled the defendant to 

hi; prejudice. Federal Rules of Criminal 

Procedure, rule 7 (c), 18 U.S.C.A. follow­

ir::; section 687; Emergency Price Control 

:\ct of 1942, §§ 2, 4, SO U.S.C.A.Appendix, 

s§ 902, 904; :::::mergency Price Control Ex­

t ~ nsion Act of 1946, § 18, SO U.S.C.A. 

:\ppendix, § ?Ola note. 

4. Criminal law e::>l21, 1150 

A motion for a change of venue is 

,,dJressed to the sound discretion of the 

trial cou.rt and in the absence of an abuse 

of discretion the deni<J.l of the application 
1S not error. Federal Rules of Criminal 

Procedure, rule 21 (a), 18 U.S.C.A. follow­

mg section 687. 

5. Criminal law e=>l26(1) 

Denial of defendant's motion for a 

chang-e of venue on ground of prejudice 

cerning charges against defendant was not 

an abuse of discretion. Federal Rules of 

Criminal Procedure, rule 21(a), 18 U.S. 

C.A. following section 637. 

Appeal from the District Court of the 

United States for the Di st rict of Colorado ; 

John Foster Symes, Judge. 

Charles A. Kersten, an individual doing 

business as Kersten Motor Company, was 

convicted of selling used automobiles in ex­

cess of ceiling prices, and he appeals. 

Affirmed. 

Ralph Carr, of Denver, Colo. (\Vilb:1r 

E. Rocchio and Fred ;,r_ l\Iazzulla, both of 

Denver, Colo., on the brief), for appellant. 

Max D. Melville, Regional Enforcement 

Executive, Office of Temporary Controls 

of Denver, Colo. (Thomas J. Morrissey, 

U. S. Atty., and Joseph N. Lilly, Asst. U. 

S. Atty., both of Denver, Colo., on the 

brief), for appellee. 

Before PHILLIPS, BRATTON, and 

MURRAH, Circuit Judges. 

PHILLIPS, Circuit Judge. 

Kersten was tried on counts 1, 7, 9, 13, 

and 20 of an information. He was con­

victed on counts 1, 9, and 20, and acquitted 

on the other two counts. Counts 1 and 9 

charged that Kersten sold a used automo­

bile at a price in excess of the price fixed 

by Maximum Price Regulation S40, as 

amended. Count 20 charged that he sold 

a used automobile at a price in excess of 

the price fixed by l\faximum Price Regula­

tion S94, as amended. The sale charged 

in count 1 occurred on June 21, 1946. The 

sales charged in counts 9 and 20 occurred 

on August 10 and August 12, 1946, re-

spectively. ' 

Although the Emergency Price Control 

Act of 1942 1 expired by its terms on June 

30, 1946, it remained in force, after that 

date, for the purpose of sustaining any 

proper suit, action, or prosecution, with 

respect to any offense committed, or any 

150 U.S.C..A.Appendix, § 901 et seq. 

lUl F.~ll-2:.! 




