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FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

° OFFICE OF THE ADMINISTRATOR
September 16, 1975

MEMORANDUM FOR THE PRESIDENT

FROM: FRANK G. ZARB

Attached is a copy of the draft legislation authorizing an
Energy Independence Authority (EIA). At your direction the
Vice President and I closed on the remaining open issues and
resolved some of the lanquage difficulties we had in earlier
drafts. This draft is also consistent with your final decision
with respect to 51ze of funding and organlzatlonal structure

However, flnal mter—agency clearance, that is, the oMB 1egls—
latlve clearanoe process, has not been conpleted

In ade.t.lon, I would strongly urge an early conversat.lon with
the Republican leadership as well as the joint leadership

prior to any public announcement on your mtent.lon to submlt
'thJ.s leglslata.on. . oL , ;

Attachment




THE VICE PRESIDENT

WASHINGTON

September 15, 1975

MEMORANDUM FOR: THE PRESIDENT zﬁg;j
FROM: THE VICE PRESIDENT (227
FRANK ZARB
SUBJECT: Corporation to Finance Energy Projects.

Suggested Name: Energy Independence
Authority (EIA)

AGREEMENTS ON EIA

Based on our discussions with you, there are now no out-
standing disagreements on the major elements of the proposal
to create a corporation to assist in financing energy projects.
A copy of proposed legislation for this purpose is attached at
Tab A, and may be summarlzed as follows.

1.

The'purpose of EIA “a- corporatlon w1th a llmlted
ten-year life, would be to help achieve energy
independence for the United States by providing
financial assistance to private sector energy
projects.

To the extent possible, the corporation's finan-
cial assistance will be provided on self-liquidating
terms and in coordination with private sector
financing. 1In addition to assisting in the
achievement of energy 1ndependence, EIA s actlv—

ities’ w111 also -

- create JObS,

-~ stimulate economic recovery; and

-- ease the shortage of capital in an
area essential to economic health
and national security.

EIA would be a $100 billion Government corporation -
with $25 billion of equity and $75 billion of debt.



10.

ETA would be a new, autonomous Federal authority
which reports directly to the President.

A five man board of directors would be designated
by the President, subject to the advice and con-
sent of the Senate.

The Chairman of the Board would be the chief execu-~
tive officer of the corporation and the President
at his discretion would choose full or part-time
members from either private or public service.

Although autonomous, the corporation's programs
would be subject to an annual OMB management and
financial review, and Treasury concurrence in the
timing and terms of the issuance of debt; however,
the corporation's actual financing and expenditures
would be off-budget.

- FEA, ERDA and ERC would be given advance notice of
‘pending project approvals to allow for Executive
-Branch coordination and specific Presidential dis-
“approval if warranted.

The compensation of EIA's staff would be under

"Civil Service rules, except that the Chairman

of the Corporation plus a reasonable number of
officers can be appointed and paid without regard
to Civil Service requirements or Executive Branch
salary limits.

EIA will concentrate primarily on the following

types of projects in support of your 1985 energy
independence goals:

* New technologies either to support or directly
produce, transport or conserve enerqgy.

* Technologies essential to the production of
nuclear power. ' :

* Conventional technologies if they are %écéi@)

related to production, transportation Lr con-
servation of energy and are of such si#%e or
scope that they would not otherwise be‘financed
by the private sector, or represent iné%itu;iéhal
or regulatory arrangements which are not in wide-
spread use.
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1l. EIA will not undertake projects which (a) can
be financed without Government assistance, (b)
are not commercially viable because of the
policies of a state regulatory commission, or
(c) will produce energy which would be produced
by the private sector in any event.

NEXT STEPS

We would recommend the following next steps.

* Convene an early meeting of your economic and energy

advisors to inform them of your basic decision.

* Develop a strategy for notifying and involving the
Congress. : )

* Announce the objectives and the basic elements of
- your proposal at an appropriate forum, including a
decision on the Corporation's name. - :

* 'After the speech, circulate the draft legislation

" for several days of interagency review. This will _
allow further refinement and clearance to occur
without premature leaks.

*  Submit the legislation to the Cdngfess‘as soon as
- possible after your announcement. - '

e~
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‘development; and for other purpbsee.

September 10, 1975

A BILL

To establish the Energy Resources Finance Cofporation;
a Corporation with authority to make loans, guarantee
loans, and otherwise provide financing and economic
assistance for those sectors of the national economy
which are of critical importance to the development of
domestic sources of energy and the attainment of energy

independence for the United States;‘to assist in the

- expediting of regulatofy proceduree affeéting.energy

Be it enacted by the Senate ahd House of Representa-

tives of the United States of America in Congress

assembled, That this Act may be cited as the "Energy

Resources Finance Corporation Act of 1975.™

Title I. Findings and Purposes

Section 101. Findings. The Congress finds'and declares

. that:

(1) The achievement of'energy independence for

the United States by 1985 or as sobn thereafter as

possible is a goal which is essential to th 1th of

. . S ey .
the national economy, the well being of oé; citi
and the maintenance of national security.; 7
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(2) Energy independence for the Unitea States is
not likely to be achieved withoutyfinancial support and
encouragement beyond that which is likely to be forth-
coming from traditional private.capital sources in the
traditional manner.

(3) Achieving the goal of national energy
independence in an expeditious manner can be facilitated
through the establishment of an independent entity of
limited duration which will provide additional capital,

where p0551b1e in conjunctlon w1th prlvate sources of

'capltal, to assist the development of domestic energy

resources, and by authorizing such entity to encourage

| the prompt resolutlon of questlons comlng before

'governmental regulatory or llcen51ng ent1t1es.

Section 102. Purposes. It is the purpose of the Congress,
in this Act:
(1) to encourage and assure the flow of capital

funds to those sectors of the national economy which

~are of critical 1mportance to the development of

“domestic sources of energy, or whlch are otherw1se

important to the attainment of energy 1ndependen me\

> o

=

the United States by 1985 or as soon thereafteﬁ@as %%

2
possible, and to facilitate regulatory and licenging////

decision-making;



{(2) to provide financial assistance, where
possible by thé making of loans and the guaranteeing
of loaus in conjunction with private'sector financing,
for those activities which show the greatest potential
of contributing to the development of domestic energy
resources;

{3) to hasten the commercial operation of new
energy technologies subsequent to the research and
development phase;

(4) -to supplement and”eneourage) aud not compete
with;rprivstefoapital investmeut and aotivities.in.tﬁe .
development of domestic~sources'of-energy; aud o

(5) to carry out the foregOing purposes through
the creation of the Energy Resources Finance-Corpora—
tion, an entitj of limited duration; wnlch w1ll assert
its best efforts to, on an aggregate basis, either
realize profits or minimize losses; and to provide for
the timely and orderly liquidation of such corporation's

investments and undertakings.




Title II. Corporate Status and General Powers

Section 201. Establishment.

(1) There is hereby created a,body corporate, to be
known as the Energy Reeources Finance Corporation (hereinafter
- referred to as the "Corporation").

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

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

Sectlon 202 General Powers.

—

In carrylng out the purposesbof this Act, the Corporatlon.
shall have the power:

(1) To{adopt,‘alter;~and rescind bYlaws and. to adopt>
AAA alter.aiccrporate seal,cwhich shail~he‘judicially"
noticed; |

(2). To make contracts with private or governmental
entities;

(3) To lease or purchase such real estate as may be
~ necessary for the transactlon of its bu51ness,_,
| (4)  To accept and dlspose of real and 1ntang1ble

property (including money); . L
- '<.‘1 < .

o

(5) to sue and be sued and to complain and deLend in

N
b
’

any court of competent jurlsdlctlon, State or PederaI& /j

P
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(6) To select, employ, and fix the compensatioﬁ
of such officers, employees, attorneys, and agents as shall
be necessary for the transaction of the business of the
Corporation and to define their authority.and duties, regquire
bonds of them and fix the penalties thereof, and to.dismiss at
pleasure such officers, employees, attorneys and agents.

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

(8) To determine and prescribe the.manner in which
obligations of the Cofporation shall be incurred'and its

- - expenses. allowed and paid; . o . e

v

(9) To ekerciee all other la&ful powers necessarily‘
or_reasonably related to the establishment and conduct of a
'cerporete entity and the exercise of its powers;'buipeses;_
functions, duties and authorized actiVities; | | | |

(10) To use the United States maile on the same terms
and conditions as the’executive departments of theAUnited
States Government; and

(11) With the consent of any board, cemmission,
independent establishment,ior exeCutive_de?ertment of the
executive branch to make use of services, facilities, efficers,

. . . . . PRI
and employees thereof, with or without reimbursement, 1?/ﬁf““'“

<o

Eel
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carrying out the provisions of this Act. {



Section 203. Tax Status.

The Corporation and any Subsidiary (as defined in

Section 304 of this Act), its franchise, capital, reserves,
surplus, and income shall be exempt from all taxation now or
hereafter imposed by the United States, by any territory,
dependency, or possession thereof, or by any State, county,
municipality, or local taxing authority; except that (1) any
real.property owned in fee by the Corporation or any Snbsidiary
shall be subject to State, territorial, county, municipal,

or other local taxation to the same extent, according to its
value, as other similarly situated and used real ptoperty,

and without disctimination;in the valuation, classification -—.
or assessment thereof, andr(2) any entity acquired or
established, or activity undertaken, by the Corporation or
rany Subsidiary,(except>finanoiai assistance aS'that term is
defined in Section 301 of this Act) wnion'engages directly

in the production, transportation, or sale of energy, fuels

or energy-related commodities, facilities or products, shall’
be subject to taxes imposed by the United States or any

State or ‘subdivision thereof in the same manner as if such
entity oxr aotivity were not acquired, established or undertaken

by the Coporation or a Subsidiary thereof.




Title III. Functions of the Corporation

Section 301. Financial Assistance.

(1) The Corporation is authorized and empowered,
in its sole discretion and upon such terms and conditions
as it may determine, to provide>finanéial assistance to
any business concern which is engaged, or proposes to
engage, in any activity which increases or would increase
the development, production, conservation, transportation
or distribution of domestic supplies of energy, including
but without limitation to financial assistance which:

(a) -enables such businéss’copcern to finance i .

the ownership, construction, conversion, or expan-

sion of productive facilities, or the acquisition

of'equipment} plant, machinery, suppliés, of.

materials or the acquisition or development of

land, mineral righﬁs’and.process services; or

(b) provides such business concern with working

capital; or

(c) aids such business concern in the payment of

current debts or obligations.

% % %k % % P

’{o".‘\_’ [RREN (4":‘_
As used in this Act: (i) the term "business confern" shall

o <
mean any individual, corporation, company, assoéi?tion,//
. . . . el
firm, partnership, society, or other private entity which

is engaged in the development,'manufacture, supply, importation,



exportation, procurement or production of goods or services

in the United States and which is deemed by the Board of
Directors to be essential, by itself or as part.of a larger
industrial grouping, to the achievement of?energy independence
by the United States or the long-term security of energy
sources and supplies for th% United States, and (ii) the term
"financial assistance"‘shall mean any form of advance, extension
of credit, investment, participation or guarantee, including,
without limitation, loans, guarantees of obligatiohs, guarantees
of price, purchase ané leaseback of facilities, and ‘the
purchase of convertibie or equity éecurities.

(2) No financial assistance may be provided under suﬁ; T4

section (1) unless an application therefor has been submitted

<

to the Corporation in such manner and containing such information
‘as the Corporation may require. -

(3) (a) The Corporation is empowered to provide
financial assistance to any project which in the judgﬁent of
the Board of birectbrs will make a significant contribution
to the achievement of energy independehce by the United States.
The Corporation shall provide fihancial assistance if, in the |
judgment of the Board of Directors, the project will not

LS

. . : ~ &
financing upon such commercially reasonable terms, asﬁ?o makegﬁ

“c.!;‘

the project‘éommercially feasible; provided, however,‘(hat th

receive from private sources alone sufficient financingg/ﬁﬁg\\\
: e PORG™
(/4

51
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R e
maximum degree of private financing shall be 'sought in

connection with any project hereunder.



(b) In providing financial assistance to pfojedts
which qualify under subsection (a), the Corporation shall
concentrate primarily on those projects which in the judgment
of the Board of Directors:

(i) employ, or would stimulate the development and
production of, technolqgies, processes or techniques
which are essential'té energy production, distribution,
transmission, transportation or conservation and which
are not in widespread domestic commercial use -at the
time of the Corporation's commitment of financial

assistance; or

(2) employ or stimulate the development and ; e

production of technologies and processes which are
essential to production and use of nuclear power; dr
(3) emplof technologies which at thé time 6f
‘the Céfporation'é commitment of financial assisfance
_areAin widespread domestic commercial operation, pro-
vided that ény such project is in the judgment of the
Board of Directors (i) directly related to energy
production, distribution, transmission, transportation
or conservation, and (il) either:
(A) of such size or scope that it would

not be undertaken without the assistance of xhé%?:
. . ; \,;\, “Q‘::JI.
. = R
Corporation; or i 3

. \
(B) represents an institutianl or regwula-

tory arrangement which is not in widespread

domestic commercial use, the success of which



- 10 -

c would lead to improvements in energy production,
distribution, transmission, transportation or
conservation and would assist in achieving
the purpoées of this Actf

provided, however, that in conhection with any project
for the production, distribution, transmission, trans-
portation or conservation of energy which is sponsored
by a business concern whose rate of return on investment
is regulated by any public body the Corporation may
provide financial assistance under this subseétion (3)
only if in the judgment of the Board of Direc£ors the
policies of such public body would pgrmit such businéss —
concern to secure a raté of return on the project
sufficient to liquidate the Corporation's investment
over a reasonable period df time. ]

(c) The Corporation shall not provide financial
assistance to projects which cherWise gualify for such finan-
cial assistance if, in the jngment of the Boafd of Directors,
(i) such project would receive sufficient financing from
private sources if sponsored by another business'concern in
the same industry, and in a position to prdvidé eguivalent

service, as the applicant, or (ii) such project would not

‘increase significantly the aggregate contribution of the

T
e ibu;}\i)\

industry of which such project is a part to the energy LﬁﬁepenJ@}
dence of the.United States; or (iii) such applicant doeéﬁnot

display satisfactory levels of efficiency, management capacity
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or similar factors which are customarily considered by private
sources of financing before making an investment decision.

(4) Financial assistance provided by-the Corporation
under subsection (1) may be made upon such terms, and subject
to such restrictions, as shall seem to the Board of Directors
to be commensurate with the needs of the recipient, and may
be renewed, modified, or extended by the Board of Directors
as it may determine.

(5) To the extent practicable, in the judgment of the
Board of Directors, financial assistance provided under sub-
section (1) shall be in the form of loans and loan guarantees,
.rather than eguity.investment. In no case shall. the aggrééate\;J
amount of financial assistance made under this section to any
’one business concern or affiliated business concerns exceed
at any one time 10 per centum of (1) thé'authorizéd capital
stock of the Corporation plus (2) the aggregate principal sum
of the obligations of the Corporation aufhorized to be
outstanding.

(6) Each loan made undef subsection (1) shall bear

interest at such rate as the Board of Directors of the




Cérporation may determine, giving consideration to the needs
ahd capacities of the recipient as well as to the Corpora-
tion's need to sustain continuing operations out of returﬁs
on investment.- Except as provided in subsection (9) hereof,
.all loans provided by the Corporation shall, in the opinion
of the Board of Directors, be made upoh such terms as to
reasonably assure retirement or repayment, and may be made
oxr effécted either directly or in cooperaéion with banks or
other lending institutions. ILoans may be made directly upon
promissory notes or by way of discount or rediscount of
obligations tendered for the purpose. The Corpqration,
undex such copditions as it shall prescribe, may take over
or provide for the adminisération and liquidation of any A;"““‘a
collateral accepted by it as security for such loans.

(7) The Corporation is authorized, on such Ferms and
conditions as the Board of Directors may‘brescribe) té}guarantee
any lender.against loss of principal and interest on securities,
obligations, or loans (including refinancings thereof) issued
to provide funds to any business concern, as such term is
defined in this Act. All guarantees entered into by the
Corporation under this section shall constitute general obliga-
tions of the United States of America backed'by the full faith

and credit of the Government of the United States of America.

Any guarantee made by the Corporation under this seétiqnﬁﬁﬁall
. A IR

SR
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not be terminated, canceled or otherwise revoked, except in
é;cordance with the terms thereof; shall be conclusive
evidence that such guarantee complies fully with the provisions.
of this Act and of the approval and legality of.the principal
amount, interest raté, and all other terms of the securities,
obligations, or loans and of the guarantee; and shall be
valid and incontestable in the hahds of a holder of a guaranteed
security, obligation, or loan, except for fraud or material
misrepresentation on the part of such holder. Prior to
issuing any such guarantee, the Corporation shall obtain the
concurrence of the Secretary of the Treasury as to the
interest rate, timing and other substantial terms énd conditions.
of such guarantee. ' There are authorized to be appropriatea' Bl
to the Corporation such amounts, to remain available until
éxpended, as are necessary to discharge all the Corporation's
responsibilities undef this subsection. The Corpofation
shall be subrogated to the rights of anfithird.party recelving
payments of interest or principal out of funds provided by
the Corporation under a guarantee arrangement authorizéd
hereunder.

(é). The total amount of financial assistance by the
Corporation, outstanding at any time, computéd to includé
the‘sum Qf (1) the full amount of the Corporation's liability

under all guarantees, (ii) reserves for all other conti

w <.
liabilities, and (iii) all loans and other forms of fipancial™"

assistance authorized under subsection (1) hereof; Sh&ii not

~

g
e

exceed the sum of (i) the authorized capital of the Corporation,



(ii) the amount the Corporation is authorized to borrow

under Section 402 of this Act, (iii) all unrealized gains on
the Corporation's investments, and (iv) the earned surplus

of the Corporation, all as determined under generally accepted
accounting principles.

(9) .The Corporation may make high-risk loans or direct
investﬁents, or provide product price guarantees or_other,
direct financial assistance, which in the judgment of the
Board of Directors will further the purposes of this Act.

The Board of Directors shall create such reserves as may be
necessary to meet contingent liabilities which may be created
under this subsection (9){ provided, however,.that\notwith—
standing any othei'provisibn of this Act, the Corporation o
may not provide any financial assistance or make any further
commitments for financial assistance (except purspant to
previously made binding -commitments) if, after.audit,-the
Corporation is required under generally"accepted accounting
principles to establish a reserve or reserves for bad debts,
price support commitments, contingent liabilities, or other
unrealized losses, which feserves in the aggregate exceed

the sum of the Corporation's paid-in-equity capital plus its
earned surplus, both of which shall be determined in accordance

with generally accepted accounting principles.

T
i’ v T

(10) PFor purposes of computing the amounts specifieé?‘ .
7o o

e :3}
%

in subsections’ (8) and (9) of this section, the financia$5
N

-
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statements of the Corporation and its Subsidiaries shall be
consolidated.

(11) The Corporation may charge reasonable fees for
issuing guarantees, and reasonable fees for making commitments
for other forms of financial assistance pursuant to sub-
section (1).

(12)4'The Corporation may, in compliance with appli-
cable laws governing transactions in securities, sell in public
or private transactions all or any part of the common or
preferred stock, capital notes, bonds or any other evidences
of indebtedness or ownership acquired by the Corporation = «“;4
pursuant to this‘section. o

(13) The President of the_United Stateé may‘review,
and in hisAdiscretion approve, modify or disappro%e in~ény
respect, all decisions of the Corporation to furﬁish financial

assistance under this Act.

Section 302. Access to Information.

Every applicatnt for financial assistance under this Act
shall, as a condition precedent thereto, consent to such
examinations as the Corporation may require for the purposes
of this Act, and shall further consent that any reéorts of
examlnatlons of the applicant by constituted dutn011q;eéﬂmqy

Q
be furnished by such authorities to the Corporat:onﬁgpon =y
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request therefor. The Corporation shall require such reports
as it deems necessary from any business concern receiving
financial assistance under this Act regarding activities
carried out pursuant to this Act. The Corporation is
authorized to prescribe the keeping of records with respect to
funds provided by loan, grant or contract and shall have access
to such recofds at all reasonable times for the purposes of
insuring compliance with the terms and conditions upon which

financial assistance was provided.

Section 303, Subsidiaries

(1) The Corporation may create or cause to be creaféd‘-.f
wholly-owned subsidiary corporations with such powers,
authorities, privileges and immunities, consistent with the
purposes of this Act, which may be required: -

(a) to produce, acquire, carry, sell or otherwise
deal in energy-related commodities and materials;

(b)‘ to purchase and lease land, purchase, lease
build, operate and expahd plants, and purcﬁdse and
produce equipment, facilities, machinery, materials,

and supplies;

(c) to lease, sell, or otherwise dispose of

land, plants, facilities, and machinery in order Q7T
AN
induce business concerns to engage in the foregoiﬁ% 5
| - i
activities. » \* n
. ~ e
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(2) The powers of every subsidiary corporation creaﬁed
or organized under this section shall be set out in a charter
which shall be valid only when certified copies:thereof are
‘filed with the Secretary of the Senate and the Clerk of the
House of Representatives and published in the Federal Register,
and all amendments to such charters shall be valid only when
similarly filed and published. No sﬁbsidiary created here-
under shall have a term of existence beyond the authorized life
of the Corporation.. A corporation organized pursuant to this
section is referred to as a "Subsidiary" in this Act. Nothing
herein shall be deemed to prevent the Corpbration from invest—
ing funds of the Corporation in corporations other than '1«'«\3‘

Subsidiaries.
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Title IV. Capitalization and Finance

.Section 401. Capital Stock and Dividends.

The Corporation shall have capital stock of $25,000,000,000,
subscribed by the United States of Aﬁerica acting by and
through the Secretary of the Treasury, payment for which
shall be subject to call in whole or in part by thé Board of
Directors of the Corporation. On the date that is 180 days
after the close of each fiscal.year of the Corporation, the
Corporation shall declare and shall thereafter pay é dividend
on its outstahding capital stock; in an amount determined in
the disqretion of the Board of Directors, takingAiﬁto accognt
the current annual yield on marketable obligations of the o
United States at the time the dividend is declared; provided,
however, that the Corporation méy waiﬁe or défer payment of
any such dividend if (a):the Corporation has no earnea'
surplus on the date on which the dividend would otherwise be
declared, or (b) the Board of Directors determines thét'the

funds otherwise available for payment of the dividend should,

in furtherance of the purposes of this Act, be used to

- provide financial assistance pursuant to subsection (1) of

Section 301 of Title III.

Section 402. Obligations of the Corporation.

e,

. B
The Corporation. is authorized to issue and toXhaVe“zg\
Sy P
E it
. . o £
outstanding at any one time notes, debentures, bondsg; or ~

-
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oiher obligations in the aggregate principal amount of _
$75,000,000,000; provided, however, that the Corporation
shall not issue any such obligation without the prier
concurrence of the Secretary of the Treasury as to the
method, source, interest rate, timing and other terms end
conditions of such obligation. All obligations of the
Corporétion issued under this seetion shall_be fuliy and
unconditionally guaranteed as to principai and interest by
the United Stafes, with the same force and effect as a
guarentee-issued by the Corporation under subsectioh (7)

of Section 301 of Title III, and such guarantee shall be
expressed on the face of all such obllgatlons. The Secretary
of the Treasury may.dlrect that any such issuance by the ;;-"“~n:
Corporation be sold te the Department of the Treesury for
its own account or to the Federal Financing Bank.

Section 403. Source of Funds for Purchases by Secretary
of the Treasury.

(1) For purposes of purchasing the capital stoch and
obligations of the Corporation pursuant to Sectiohs‘401 and
402, respectively, the Secretéry of the Treasury is authorized
to use as a public debt transaction the proceeds from the
sale of any securities hereafter issued under the Second
Liberty Bond Act, and the purposes for which securities may

be issued under the Second Liberty Bond Act are extended -
N {

<& K

the

include such purchases. Each purchase of obligations

G




Secretary of the Treasury under this subsection shall be
upon such terms and conditions as to yield a return at a
rate not less than a rate determined by the Secretary of the
Treasury, taking into consideration_the current.average
yield on outstanding marketable obligations of the United
States of comparable maturity.  The Secretary of the Treasuryv
may seil, upon such terms and coﬁditions and at suoh price
or prices as he shall determine, any of the obligations
aoquired by him under this subsection. All redemptions,
purchases.and sales by the Secretary of the Treasury of such
: obligations under this section shall be treated as publlc
debt transactlons of the United States.

(2) oObligations of the Corporatioo issued pursuant to '4‘}_
this Act shall be lawful investments, and may be accepted as
security for all fiduciary trust, and public funds the -

investment or deposit-offwhich shall be under the authority

or control of the United States or any officer or officers

thereof._

Section 404. Forms of Notes, Bonds and Other Obligations.

In order that the Corporation may be supplied with such“
forms of notes, debentures, boﬁds, or other suoh obligations
as it may need for issuance onaer this Act, the Secretary of
the Treasury is authorized to prepare such forﬁs as shall be

x’?f\
suitable and approved by the Corporation, to be held ym “the 4¢:

\/
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Treaéury subject to delivery, upon order of the Corporation.
The engraved plates, dies, bed pieces, and so forth, executed
in connectioh therewith shall remain in the custody of the
Secretary of the Treasury. The Corporation shail reimburse
the Secrétary of the Treasury for aﬁy expeﬁses incurred in

the preparation, custody, and delivery of such notes, debentures,

bonds,'br other obligations.

Section 405. Moneys of the Corporation.

All moneys of the Corporation not otherwise eméloyed
may. be: |
(a) deposited with the Treasury of the ﬁnited
States_subject to check by authority of the Corporatibhy¢“\
drawn on the Tréasury of the United Stateé by a Treasury
disbursing officer, or. }
(b) with the approval.of the Secretary of the
Treasury, déposited in any Federal ﬁeserve bank, or
| (c) with approval of the Secretary of the Treasury,
and by authorization of the Board of Directors of the
~ Corporation, used in the purchase for redeﬁpfion and

retirement of any notes, debentures, bonds, or other

obligations issued by the Corporation.
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Title V. Management

Section 501. Board of Directors. A

' (a) The authority of the Corporation shall be
vested in the Board of Directors, excep£ as to thoée
functions, powers and duties assigned to the Chairman of
the Board as provided in this Act and such matters as may
be delegated to officers of the Corporation pursuant to
"Section 504 of this Title. The Board of Directors shall
consist of five_voting members appointed by the President
by and with the advice and cbnsent of the Senate, who k
shall hold office at the pleasure of the
President who shéll have the power-ét any
time and from tiﬁe to time to designate a new Chairman of
the Corporation from among the members of the-Boafd. Of
the five members of the Board, not more than three shall
be members of any one politiéal party. The Chairﬁan shall
devote his full working time to the affairs of the
Corporation and shall hold no otherksalariedlpoéition.

(b)‘mThguPresident;may;determine,;at the &ime'ofJL“
appointnent_of -any -Director,. other thén thé Director who
shall: serve as Chairman of thé Board, whether such Director
shall serve in a full-time or part-time capacity.
Directors who are serving part-time may hold other private

.
T
G

or public positions but shall devote such time to tgé?'“‘ o

[

W

affairs of the Corporation as are necessary to diséﬁarge

a1
o PG

their duties. Directors who are serving full-time ghall,,/f



- 23 -

devote their full working time to the affairs of the
Corporation, including such responsibilities as may be
assigned by the Chairman of the Board and shall hold no
othef salaried position. Directors ofithe Corporation,
.whether serving full-time or part-time, shall be compen—
sated at an annual or daily rate to be determined by the
President of the United States, but no Director holding a
full-time public position shall receive additional compen-
sation from the Corporation for his services as such
Director. Directors shall be ﬁeimbursed fof reasonable
expenses not othefwise reimbursed whiéh are incurred in
connection.with their services as directors of the
Corporation.

(c) Before entering upon the duties of his office,
each direcﬁor shall take an oath faithfully to diééharge
the duties of his office. Whenever a ﬁacancf shall occur
kon the Board of Directors,'the Presideﬁt shall, with the
advice and consent of the Senate, appoint a person to fill
such vacancy, determining at thé time of such appointmentr
whether the person so appointed shall serve full-time or
part;time. All directors shall be citizéns of the United
States.

(d) The Board shall meet at any time pursﬁant_to the
call of the Chairman and as may be provided in the: bylaWs
.Of the Corporation. A majority of the duly app01nt;d ana/\

serving directors shall constitute a quorum, and!aqy_aSEXén

by the Board shall be effected by majority vote of a quorum.
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The Board of Directors shall adopt, and from time to time
amend, such bylaws as are necessary ifor the proper management

and functioning of the Corporation.

Section 502. Officers, Employees,-Attorneys and Agents.

(a) Tne Chairman of the Board shall be the chief
executive officer of the Corporation, and as such shall
-be responsible for the management and direction of the
Corporation (including the making of expenditures asso-
ciated with administration of the Corporation). The
President of the United States shall fix the compensation .
of the Chairman of the Board. . I;N”&“A

(b) - The Chairman of the Board may appoint-and fix
the compensation of all such personnel as may-be necessary
for the transaction of the Corporation's business; all in
accordance with the provisions of Title 5, United States
Code, governing appointments in the competitive service
and the provisions of Chapter 51 and subchapter III of
Chapter 53 of such title.relating to pay rates; provided,
however, that notwithstanding the foregoing, the Chairman
of the Board and a reasonable number of executive officers
of the Corporation designated by the Chairﬁan may be
employed by the Corporation under contracts not exceeding
five years and without regard to provisions of Titlenﬁﬁﬁ?%k

United States Code, governing appoints and pay ratéé in EE

x /
) .

\

the Federal service. - . /
Nw

(c) The Chairman shall define the duties of the

officers and employees of the Corporation, and provide a



system of organization to fix responsibility and promote
efficiency. Without prejudice to contract rights, any
person appointed by the Chairman may be removed in the
discretionAof the Chairman. |

GIE The Chairman of the Board shall have.authority
to obtain the services ahd fix the compensétion of experts
and consultants in accordance with the provisions of
Section 3109.of Titie 5, United States Code.
| (e) - No officer or employee of the Corporation may
receive any salary or other compensation for services from
any source other than the.Corporatioh during his period of
émployment. |

Section 503. ‘Conflicts of Interest.

(1) The provisions of Chapter 11 of Tiﬁle 18,,
- United States CQde,“shal1 apply to the directdrs and all
officers and employees of fhe Corporation; except that
thé provisions of section 208 of such title shall noé
apply to the procedure whereby compensation of such
directors, officers and em@ioyees is fixed under this Act.

(2) | No officér or airector of thé'Corporation shall,
during the period of his service as such with the Corpora-
tion; maintain any interest in a projectrfér which fiqéﬁéi&igg

£
&

‘; o
%

N

assistance is committed or provided under this Act. i //;7



Section 504. Delegation.

The Board of Directors may, by resolution, delega£e
to the Chairman of the Board or other officérs of the
‘Corporation such of its functions, powers and duties
assigned to the Board under this Act as it deems appropriate.
The Chairman of the Board may, by written instrument,
delegate such functions, powers and duties as are assigned
to the Chairman by £he provisions of this Act to such
officers or employees of the Corporation as he deems

appropriate.

120
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Section 505. Fiscal Year, Reviews and Audits

(a) The fiscal year of the Corporation shall
coincide with the fiscal year of the Upited States
Government.

(b) On or before June 30 in any vear, thé
Corporation shall submit to the Director of the Office
of Manaqement and Budget a financial and management plan,
in such detail as the Director mav prescribe, for the
succeeding fiscal year.

{(c) The Corporation and its Subsidiaries shall

retain a firm or firms of nationally recognized public

\-‘\\
S

accountants who shall prepare and report an annual audi£
of the account;,éf the»Corporation and its Subsidiaries,
on a consolidated basis, including the statements.identifiea
in 31 U.S.C. 851. The General Accounting Office is
authorized to conduct such audits of the accounts,’and

to report upon the Same‘to Congress} as such Offiée shall
deem necessary or as Congress may request. All books,
accounts, financial records, repo:ts, files, papers and
property belonging to or in use by'thé Cbrporation or

its Subsidiaries and necessary to facilitate an audit

shall be made_avaiiable to the person or persons conducting
the audit and facilities for veriinng transactions with

the balances or securities held by depositorieskéfts¢$%

agents, and custodians shall be afforded to suéﬁ pe:so&§
or persons. }\
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Sec=ion 506. Reports.

(1) The Corporation shall make and deliver a quarterly
report to the Congress and the President. The report will
state the aggregate sums then outstanding or coﬁmitted as
loans, loan guarantees or other financial assistance and a
listing of the business eoncerns so involved with the
Corporation. The quarterly report in which any expenditure
or commitment.to a business concern or project is first
noted shall contain a brief deseription of the factors
considered by the Board of Directors in making such expenditure
or commitment. The report shall also show, on an unaudlted
basis, the assets and llabllltles of the Corporatlon as of
the end of the Corporation's fiscal quarter preceding the 2"“‘25
date of the report and the number, functions and eompen-
sation of persons'employed by the Corporation at salary

rates exceeding $2,500 per month.
(2) The Corporation shall make an& deliver to the
Congress and the President an annual report containing the
audited financial statements and report prepared by the
independent public accounténts pursuant to Sectioh 505. The
annuel report shall also centain,‘in addition to the infor-
mation required in the quarterly report, a geheral description
of the Corporation's operations during the year, a specific
description of each project or activity in whieh the Corporation

is involved, ‘a status report on each such project or act1v1ty,

/(1( \\l\_, {».‘.
and an evaluatlon of the contribution which the prOJect br Q*

h:l

N
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activity has made and is expected to make in fulfilling the
purposes of this Act (including, where possible, a precise
statement of the amount of domestic energy produced or to be
produced thereby) . '

(3) On or before June 30, 1983, the Corporation shall
make and deliver to the Congress .and the President a report
Ievalua£ing the overall impact made by the_ Corporation and
-describing the status of each.then current activity or
program of financial assistance. This report shall contain
a Liguidation Plan. The Liquidiation Plan shall describe in
the greatest detail p;acticable how each activity, project
or obligation involving financial assistance, and every
substantial asset or liability of the-Corporation will be
liquidated, terﬁiﬁaﬁéd, satisfied, sold, transferred or
otherwise aisposed of. Each annual report thereafter made
by the Corporation will oescribe what progress is being made
in effecting such'Liquidation Plan.

(4) On or before Januarj 31, 198s¢, Ehe Corporation
sholl make and deliver to the President a report setting
forth the Corporation's reoommendation as to whether or not
the oxistence of the Corporation should be extended (for the
limited period and purpose described in Section 803(3)).

(5) Every audit and report required by this section
shall relate to and report on Subsidiaries, if any, as well

as the Corporation.

f e e e 4 e erlt e a L e e T T U




Title VI. Federal Agency Proceedings

Section 601. Definitions. As used in this Title--

(1) The term "Federal agency" means an "“Executive
agency" as defined in 5 U.S.C. 105, including an independent
regulatory commission.

(2) The term "proceedings".means any action ﬁaken by a
Federal agency initiating or in carrying 6ut'the process
leading to appfoval or disapproval of any project.

(3) The term "project" means any activity in connection
with which financial a551stance to a business concern hés

elther been prov1ded or commltted pursuant to thlS Act.

Section 602. Certification by the Corporation.

(1) The Corporation may, in connection with its extension

of financial assistance under this Act, certify that the
p;oject to which such financial assiétagce is committed or
provided is of critical importancé to the achievement of the
purposes of this Act.

(2)_ Such certification shall be issued by the Corporation
only upon application thereforkand then only_after a satis-—
‘factory showing by the applicant that such certification is
reasonably neceSsary to assure the expeditious completion of

the project to which it relates.

(3) A bu51ness concern may submit a certification made“"

Iu‘,

pursuant to subsectlon (1) above to any Federal agency wgifh iﬂ

i cr”
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i$ reguired by law to approve, disapprove, license, or
review ali or any portion of the project including the
. initiation, development or completion of the proiect.

(4) Any Federal agency which receives a certification
authorized under subsection (1) above shall forthwith commence
all necessary proceedings which may be required for the
approval of disa?proval of all or any portion of the project
and shall give such proceedings preference over all.other
questions pending before it, except other proceedingS-
involvihg similar certifications, and shall complete all
such proceedings and render a decision within 12 months (oxr
such shorter period as:the_Corporation may for good cause
specify) from the date of submission of ‘the certification té
such Federal agéncy.z

(5) ‘With the approval of the Corporation, any Federal
agency which receives a certification provided under sub—
section (1) may for good cause shown extend for up to 51x
additional months the time for completion of any proceedlng
specified pursuant to subsection (4);

i

Section 603. Judicial Review.

(1) Judicial review of a Federal agency's final action

concerning a project which has been certified under Section

602 of this Act shall be given priority over all other

“
&
e

Bl
Bagse
3

[8Y
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el

matters pending on the court's docket. i

- s, ;
(2) Should any relevant Federal agency fail to expedigs_///j

its proceedings in regard to a project covered by this Act




- witilin the period specified pursuant to Section 602 of this
Title, the Corporation may obtain from the appropriate
United States district court an order directing compliande

by the Federal agency with the provisions of Section 602.

Section 604. Expediting Functions of the Corporation.

(1) 1In order to coordinate; simplify and expedite'the
processing of applications to constrﬁct, license or review
energy projects, the Corporation, in cooperation with all
interested Federal agencies, shall oversee the entirety of
the Federal approval process. The authority to approve or
disapprove applications for energy projects shall feméin in
those Federal agencies required by law to consider such
projects.

(2) The Corporation shall have the following duties
and authorities in the project approval process: A

(a) The Corporation shall develop,'in cooperation
with all other Federal agencies with authority over any
~aspect of energy projects, a single composite application
which shall be the sole application required for Federal

- approval prior to the commencement of a project. Such
composite application shall be composed of removable

and insertable sections in order to accommodaté the

information necessary for all Federal approvalé for

each proposed project in one document of manageable

/{-"'.%7 s

- E I
size. , S 4
’ . > *
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(b) ZImmediately upon receipt of a composite
application the Corporation shall forward the application
to the Federal agencies required by law to consider it.

(c)  In order to carry out the purposés of this
Title, the Corporation is authorized to coordinate and
expedite the review of applications for project approval
uﬁdertaken_by Federal agencies and, in coﬁsultation
with sucﬁ agencies, may establish appropriate priorities
. and timetables for the completion of those agencies'
review processes; provided, however, that all such
timetables and priorities shall be consistent with the
statutory obligations of such agencies. |

-‘ (d) The Corporation shall keep apprised of the-i' ““*
processing of energy project applications at the State
and Regional level and, where appropriate and consistent
with applicable Federal and State law, suggest procedures
for consolidating State and Federai'proceedings with a
view to reducing duplication éf effort-and expediting
“the overall review and approval process.

(e) The Corporation may, within 20 days after
'receipt of any Federal agency decision approving or
disapproving an application, petition that agency to
reconsider its decision. Petitions for_réconsideration

filed by the Corporatioh shall be granted or denied
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Title VII. Unlawful Acts and Penalties

Section 701. False Statements.

Whoever makes any statement, knowing it to be false( or
willfully overvalues any security,  for the'purpose of obtaining
for himself er'for any applicant any loan or extension
thefeof by renewal, deferment of.action, or otherwise, of
the acceptance, release, or substitution Of security therefor,
of for the purpose of influencing.in any way fhe action of
the Corporation, or for the purpose of obtaining money, -
property, contract rights or anything of value, under'this
Act, shall be punlshed by a fine of not more than $5 000 or

by imprisonment for not more than two years, or both '"x"“§¢

Section 702. Forgery.

Whoever (1) falsely. makes, forges, or counterfeits any

-~

note, debenture, bond, or other obligation, or coupon, in
imitation of or purporting to be a note, debenture, bond, or
’othef obligation, coupon or thing of value issued'by the
Corporation, or (2) passes, utters or publishes, or attempts
to paes, utter or publish, any false, forged or counterfeited
note, debenture, bond, or other obligation, ceupoh or thing ,
of value purporting to have been issued by the CorpOration,

knowing the same to be false, forged or counterfeited, o%/rﬂtﬁrw
(/-.

(3) falsely alters any note, debenture, bond, or other g%ﬁ
- o]

obligation, or coupon, issued or purporting to have been?’,

f
;
4
\\wiﬂ
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issued by the Corporation, or (4) passes, utters or publishes,
or attempts to pass, utter or publish, as true any falsely
altered or spurious note, debenture, bond, or other obligation
coupon or thing of wvalue issued or purporting to have been
issued by the Corporation, knowing.the same to be falsely
altered or spurious, shall be punished by a fine of not more
than $10,000 or by imprisonment for not more than five

years, or both.

Section 703. Misappropriation of Funds and Unauthorized
: Activities.

Whoever, being connected in any capacity withAthe
Corporation, (1) embezzles, abstracts, purloins, or will- * C—
fully misapplies any moneys, funds, sécﬁfities, or other
things of wvalue, whéther belonging to it or pledged or
otherwise entrusted to the Corporation, or (2) with intent
to defraud the Corporatign'or any other'body'politic or
corporate, or any individual, or to deceive any offiéer,
auditor, or examiner of the Cdrporation, makes any false
entry in any book, report, or siatement of or to the Corporation,
or, without being duly authorized, draws any order or issues,

puts forth or assigns any note, debenture, bond, or other

obligation, or draft, bill of exchange, mortgage, judgment,

or decree thereof, or (3) with intent to defraud, partiéip es,
«e\, YURS ’ .
shares, or receives directly or indirectly any money, p’éflt ’E
property or beneflt through any transaction, loan, commission, |

contract, or any other act of the Corporation, or (4) givé§“
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‘apy unauthorized information concerning any future action or
plan of the Corporation which might affect the value of
securities, or, having such knowledge, invests or speculates,
directly or indirectly, in the securities or property of any
company, bank, or corporation receiving loans or other
assistance from the Corporation,-shall be punished by a fine
of not more than $10,000 or by imprisoﬁment for not more

than five years; or both.

Section 704. Infringement on Name.

No individual, association, partnership, corporation or
bﬁsinéss entityvshall use the:words "Energy Resources Finance
Corporation" or a combination of these words which a éourg
of competent jurisdiction shall find reasonably iikely to .
nislead or deceive, as the name or a part thereof under

which he or it shall do business. -

Section 705. - Unlawful Contracts.

The provisions of Sections 431 through 433, inclﬁsive,
of Title 18, United States Code, shall apply to contracts or
agreements with the Corporation pursuant to this Act. Such
contracts or agreements include, but are not limited to
loans, loan guarantees, purchase agreements, advances,

discounts and rediscounts, acceptances, releases, and substi-

o
eI
ESraN

. . . . G VI
tutions of security, together with extensions or renewal$éf <
i

B

-

thereof. - ' ‘f
“;\,

N
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Section 706.
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Additional Penalties.

In addition to any other penalties provided in this

Title, on conviction the defendant shall be liable to the

Corporation for any profit or gain acquired as a result of

the conduct constituting the offense for which

convicted.

he was




Title VIII. General Provisions

Section 801. Coordinatiqn with other Entities.

The Corporation shall seek the advice and recom-
mendations of the Energy Resources Council, the Federal
Energy Administration, the Energy Research and Develop-
ment Administration and the Department of the Interior
in determining whether the provision of financial
assistance to a particular business concern or to
promote a particular activity will further the purposes

~of this Act. Any such advice or recommendation shall

be provided to the Corporation within 30 days of its™ . ~—_
request.
Section 802.  Severability. -

If any provision of this Act, or the application
of any such provision to any person or cifcumstance,
shall for any reason bé adjudged by any court of com-
petent jurisdiction to be invalid, the remainder of
this Act, or the application of such brovision to
persons or circumstances other than thdse to which it

is held invalid, shall be affected thereby.

Section 803. Termination and Liquidation of the Corporation.

Notwithstanding any other provision of this

(1) The Corporation shall make no commitmes

£

financial assistance after June 30, 1983, and shall fugnish

no financial assistance after June 30, 1986.
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(2) From and after June 30, 1983, the Board of Directors
of the Corporation shall diligently commence all practical
and reasonable steps to achieve an orderly liquidation of
the Corporation's affairs on or prior to June 36, 1986.
Such steps may include the sale or transfer to any agency of
the United Stateé) or the sale directly to the public,
including any business concern, 6f all or any portipn of the
Corporation's assets.

(3) The Corporétion shall terminate on June 30, 1986,
or at such earlier date as the President of the United
States shall determine, provided, however, that if the
President shall determine that.the 6rderly 1iquida£ion of
the Corporation's affairs requires the continuation of the’ e
Corporation beyond June 30, 1986, the Pfesidentvmay, by
Executive Order, ektend the authorized life of the Corporation

for not more than three years after such date.

(4) If, on the date of terminatioﬁ of the Corporation,
its Board of birectors shall not have completed
the liquidation of its assets apd the winding up of its
affairs, the duty of completing such liquidationiand winding
up of its affairs shall be transferred to the Secretary of
the Treasury, who for such purposes shall succeed to all the

powers and duties of the Board of Directors and Chairman of

the Board of the Corporation under this Act, and nothipg ‘3ﬁ
3

/

herein shall be construed to affact any right or priviiege

accrued, any penalty or liability incurred, any criminal .or. .~
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civil proceeding commenced, or any authority conferred here-
under, except as herein provided in connection with the
liguidation of the remaining assets and the winding up of
the affairs of the Corporation. Following such transfer,
the Secretary of the Treasy may assign to ény officer or
officers of the United States in the Treasury Department the
exercige and pefformance, under his general supervision and
direction, of any such powers'and duties until the Secretary
of thg Treasury shall find that such liguidation will no
loﬁger be'advantageous to the United States and that all of
its legal obligations have béen provided for, whereupon he

shall retire any capital stock then outstanding, pay into

e,

the Treasury as miscellaneous receipts the unused balance of
the moneys belonging to the Corporation, and make the final
report of the Corporation to the Congreés. Thereupon the

Corporation shall be deemed to be dissolved.

Section 804. Relationship to Other Laws.

Except as may be provided elsewhere in this Act, neither
the Corporation nor any Subsidiary shall for any purpose be
considered an "Executive agency" as defined in 5 U.S.C. 105

or an "agency" as defined in 5 U.S.C. 551. The provisions
T
~of the United States Code relating to public contracts an@%ﬁ'h“°}\
o A
public buildings and works, including Federal Property and 73

Administrative Services Act of 1949, and the Davis—Bacon ﬁb{\w///

(40 U.s.C. 276a.), shall not apply to the functions of the
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Corporation and its Subsidiaries. Nothing in this Act shall
be deemed or construed to make the Government Corporation

Control Act, 31 U.S.C. 841, et seq., applicable to the

Corporation.

Section 805.  Reservation of right to amend or repeal.

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

Corporation under any pbwer conferred by this Act.




September 18, 1975

MEMORANDUM FOR THE PRESIDENT

FROM: FRANK G. ZARB

Some points you may want to make at the 9:00 A.M. meeting
concerning the Energy Independence Authority:

1. The actual legislation has not gone through all the
reqular clearance circuits, so it is important that
we all have a clear understanding of what the
authority of this corporation will be before that
process is completed.

2. I understand there is some concern about the timing
of this announcement as related to the New York City
situation.

3. You have a copy of both the draft legislation and a
summary memorandum., Perhaps we can discuss both the
question of exactly how the legislation should be
finalized from a technical standpoint and then we
can review timing.

You may want to call on people in the following order:

1. The Vice President
2. Alan Greenspan

4. Bill Simon cc:rbézgg{SCi:m?s(z)
5. Rog Morton RENipp - rm. 4302

6. Bill Seidman
7. Prank Zarb //qfﬁ;,

J
f =
!
!
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There has been a considerable amount of interest on the Hill
concerning this project. For that reason, it is important
to cover the proposal with the Republican leadership prior
to any announcement.

A good many of your senior advisers are still opposed to
this project conceptually. If you decide to go ahead as
planned, I would urge that you make it plain that once your
decision is made you expect all of the Administration to
work toward its successful completion.




FEDERAL ENERGY ADMINISTRATION

WASHINGTON, D.C. 20461

SEP 24 1975

OFFICE OF THE ADMINISTRATOR

MEMORANDUM FOR THE PRESIDENT
FROM: Frank G. Zarb
THRU : Rogers C. B. Morton

SUBJECT: Presidential Position on Extension of the
Emergency Petroleum Allocation Act (EPAA)

BACKGROUND

-

The Emergency Petroleum Allocation Act expired on

August 31, 1975.  In the three weeks that have elapsed,
there have been no precipitous price movements in the
market, but the issue of oil decontrol has not been resolved
by the Congress. On September 11, the House passed a simple
60—-day extension of o0il allocation and price controls retro-
active to September 1. On the Senate side, there has been
no final bill passed but Mike Mansfield is talking about an
extension through November 15, 1975, which would include a
prohibition against any Administration proposed decontrol
legislation being submitted to Congress prior to November 1.
Therefore, with respect to a substantive compromise, action
has been minimal and we are in the position of no EPAA
extension and no standby authorities such as a windfall profits
tax or propane controls.

In addition, H.R. 7014 passed the House and will go gquickly

to Conference with $.622. As you know, H.R. 7014 rolls

back the price of new, released and stripper oil and continues
controls on all oil indefinitely, establishing a five-tier
pricing system. In addition, the mandated gasoline shortage,
Federal oil purchasing authorities, and other provisions are
counterproductive and unacceptable.

$.622 also includes objectionable features including a four-
tier pricing system and mandatory energy conservation plans

with a one House Congressional veto. f’ﬂCP
> oA
<
The outcome . of the Conference on these bllls will almqst ?E

without question require a veto.



OPTIONS

Your position with regard to an EPAA extension should be
presented at your meeting with the Bi-Partisan leadership
tomorrow morning.

Option l: Accept an extension of the EPAA. If a 60-day
extension is passed and it includes a 45-day prohibition
against submitting decontrol legislation by the Administration,
you probably could not veto solely on the grounds of administra-
tive prohibition. If you decide to accept this option,: you
should emphasize that since you are willing to accept a 45-day
prohibition, there is no reason to legislate it. However,
in return for accepting this, you should request that S.622
and H.R. 7014 not go to Conference and no final bill be sent
to you since it is unacceptable and counterproductive to any
compromise on the o0il price issue. In addition,. you should
ask the leadership for some kind of a commitment that they
will use the extension period for constructive purposes.

Option 2: Reject any extension of controls. Since there
has been no substantive action on this issue to date, you
could take the position that the Congress is incapable of
acting and they must enact now the legislation needed to ease
the transition to immediate deccntrol: a windfall profits
tax; special subsidies provided for farmers and small and
independent refiners; the Natural Gas Emergency Standby Act;
and the Gasoline Dealers Protection Act. If this is the
result, you would also remove the $2 fees on imported crude oil.

RECOMMENDATION

Regardless of the option you choose, it must be stressed

that the uncertainty caused by Congressional inaction must

be resolved immediately. I recommend that you be willing' to
accept a 60-day extension of the EPAA but only on the grounds
that S.622/H.R. 7014 are not sent to you for signature. It
could be pointed out that both of these bills are so bad that
the possibility of a compromise bill based on them has almost
no possibility of becoming law. In addition, I recommend that
you request the Leadership and key Members of Congress to make
a commitment on their intention to act on decontrol gqbww"y\or
the other very quickly. Greenspan, Lynn, Seidman, and Morton
agree. = :
If they are reluctant to talk about this kind of agreement,
then you may want to press them for the legislation n&eded to
accommodate full decontrol.

AD: THKOPF/afd/rm 3212 FB/x8233/24Sep75
cc: YAE (4)
Morton

Zausner



FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

SEP 241975

OFFICE OF THE ADMINISTRATOR

MEMORANDUM FOR THE PRESIDENT
FROM: Frank G. Zarb
THRU : Rogers C. B. Morton

SUBJECT: Presidential Position on Extension of the
Emergency Petroleum Allocation Act (EPAA)

BACKGROUND

The Emergency Petroleum Allocation Act expired on

August 31, 1975. 1In the three weeks that have elapsed,
there have been no precipitous price movements in the
market, but the issue of o0il decontrol has not been resolved
by the Congress. On September 11, the House passed a simple
60-day extension of o0il allocation and price controls retro-
active to September 1. On the Senate side, there has been
no final bill passed but Mike Mansfield is talking about an
extension through November 15, 1975, which would include a
prohibition against any Administration proposed decontrol
legislation being submitted to Congress prior to November 1.
Therefore, with respect to a substantive compromise, action
-has been minimal and we are in the position of no EPAA
extension and no standby authorities such as a windfall profits
tax or propane controls.

In addition, H.R. 7014 passed the House and will go quickly

to Conference with S$.622. As you know, H.R. 7014 rolls

back the price of new, released and stripper oil and continues
controls on all oil indefinitely, establishing a five-tier
pricing system. In addition, the mandated gasoline shortage,
Federal oil purchasing authorities, and other provisions are
counterproductive and unacceptable.

S$.622 also includes objectionable features including a four-

tier pricing system and mandatory energy conservation plans
with a one House Congressional veto.

The outcome of the Conference on these bills will almost
without question require a veto.



OPTIONS

Your position with regard to an EPAA extension should be

presented at your meeting with the Bi-Partisan leadership
tomorrow morning.

Option 1: Accept an extension of the EPAA. If a 60-day
extension 1s passed and it includes a 45-day prohibition
against submitting decontrol legislation by the Administration,
you probably could not veto solely on the grounds of administra-
tive prohibition. If you decide to accept this option, you
should emphasize that since you are willing to accept a 45-day
prohibition, there is no reason to legislate it. However,
in return for accepting this, you should request that S.622
and H.R. 7014 not go to Conference and no final bill be sent
to you since it is unacceptable and counterproductive to any
compromise on the oil price issue. In addition, you should
ask the leadership for some kind of a commitment that they
will use the extension period for constructive purposes.

"]
L

Option 2: Reject any extension of controls. Since there
has been no substantive action on this issue to date, you
could take the position that the Congress is incapable of
acting and they must enact now the legislation needed to ease
the transition to immediate deccntrol: a windfall profits
tax; special subsidies provided for farmers and small and
independent refiners; the Natural Gas Emergency Standby Act;
and the Gasoline Dealers Protection Act. If this is the
result, you would also remove the $2 fees on imported crude oil.

RECOMMENDATION

Regardless of the option you choose, it must be stressed

that the uncertainty caused by Congressional inaction must

be resolved immediately. I recommend that you be willing' to
accept a 60-day extension of the EPAA but only on the grounds
that S.622/H.R. 7014 are not sent to you for signature. It
could be pointed out that both of these bills are so bad that
the possibility of a compromise bill based on them has almost
no possibility of becoming law. In addition, I recommend that
you request the Leadership and key Members of Congress to make
a commitment on their intention to act on decontrol one way or

the other very quickly. Greenspan, Lynn, Seidman, and Morton
agree.

If they are reluctant to talk about this kind of agreement,
then you may want to press them for the legislation needed to
accommodate full decontrol.

AD: /9' THKOPF/afd/rm 3212 FB/x823§/24Sep75
cc: YAE (4) ’

Morton

Zausner
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WASHINGTON, D.C. 20461
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September 19, 1975

MEMORANDUM FOR THE PRESIDENT
FROM: FRANK G. ZARB

SUBJECT: IMPORT FEES

FEDERAL ENERGY ADMINISTRATION

° OFFICE OF THE ADMINISTRATOR

You announced on August 15 your intention to suspend the
$2.00 import fee on crude oil and the 60¢ fee on imported
. products if Congress did not extend price controls on old
0oil -- i.e., if your veto was sustained. As you will
recall, this decision was based on the need to soften the
economic impact of decontrol and, in the case of the 60¢
fee, to solve a regulatory problem in East Coast import

markets.

It was further decided by your advisors to make any
possible suspension of the fees retroactive to July 1 to
strengthen our appeal of the court decision invalidating
Presidential authority to impose fees on imported oil.

Although your veto was sustained, you have indicated your
willingness to accept a short extension of price controls
to allow additional time to work out a compromise

decontrol plan. The fees are consequently still in effect,
even though we have suspended actual collection of the fees

pending the outcome of this issue.

As you know, Congressional action on the short extension is
now uncertain. There are some who are trying to block the
extension in order to bring about immediate decontrol and
to negate the possibility of any compromise on oil prices.
If this issue is not resolved - if Congress does not come
to terms or appear close to that point - by September 30,
your advisors agree with the following recommendations:

. The $2.00 fee on imported crude oil should be 1lifted
on that date in order to soften the increase in oil
prices that will begin occurring on October 1 (the
industry cannot hold the line past that date in the
absence of statutory controls) and to ease the Patis

transition of independent refiners

into the freg&ﬁhrke&;
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. Your intention to 1lift the $2.00 fee on September 30
in the absence of a short extension, and -positive
evidence that an acceptable phase out program is close
at hand, should be announced today. This action would
not only give Congress a cut off date, but also signal
the 1ndustry regarding the fee in time to affect their
October pricing decisions;

. The 60¢ fee on imported products should be suspended
‘immediately, whether or not there is a short extension,
in order to clear up uncertainties in the import
markets for heating oil that could lead to temporary
shortages this winter; and

. The fees on crude and products for July and August
should be collected in order to avoid any undue
windfalls to the industry.

Solicitor Bork and his staff agree that the July and
August fees can now be collected without jeopardizing our
appeal to the Supreme Court.

If you agree with these recommendations, we will take steps
to insure that all legal work necessary to implement these
recommendations is completed by September 30.

To help settle the market place, we will also make an
announcement today indicating the following:

1. Fees from July and August will be collected by the
government on September 30.

2. The 60¢ fee will be termlnated on September 30. (Since
you have delegated to me the authority to accomplish
this, there is no need to revise the Executive Order
at this time.)

3. You will make your decision concerning the $2.00 fee
by October 1; that decision will depend on what kind
of action appears to be forthcoming from the:cbngress
in the way of a meaningful energy program.»pc .g
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FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

September 24, 1975

OFFICE OF THE ADMINISTRATOR

MEMORANDUM FOR DICK CHENEY

FROM: FRANK ZARB

Attached is our best effort to outline the remaining issues
on the Energy. Independence Authority. Inasmuch as many of
the senior staff are strongly divided on several of these

issues, I have coordinated the memo with them and recorded
their views.

I would suggest that I take tén minutes to explain these
issues to the President inasmuch as many are quite complex.

He could then decide whether he would like to meet on the
issues.



FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

September 24, 1975

OFFICE OF THE ADMINISTRATOR

MEMORANDUM FOR THE PRESIDENT

FROM: FRANK G.. ZARB
THROUGH: ROGERS C.B. MORTON
SUBJECT : OUTSTANDING ISSUES ON EIA

Your senior advisors have reviewed the legislation to
implement your decision on the Energy Independence Authority
(EIA) and have identified the remaining issues for your
review and decision.

ISSUE 1: BOARD OF DIRECTORS PARTICIPATION

The Authority would be governed by a 5-man Board of Directors,
all of whom would be appointed by the President, subject to
the advice and consent of the Senate, and would serve at the
President's pleasure. The issue is whether all the Board
members should serve full-time, or could some serve part-time
at the President's discretion. '

Option 1: The legislation would require that all Board
members serve full-time.

Pros:

° Forces full-time participation to run a large and
complex program.

° Avoids possibly significant conflict of interest
problems.

° Congress is likely to require only full-tim

Cons:

T

L33

° May preclude top people who will not servemfull—t;me.

-



Option 2: The legislation would give the President authority
to select either full or part-time board members.

Pros:

° Allows top people, such as academicians to serve.

° All members are still subject to conflict of interest
criteria.

cons:

° Part-time members may not be as effective in managlng
the corporation.

Decision

- Option 1 (full-time) recommended by: Lynn, Morton,
Greenspan ’
Option 2 (Pre51dent1al discretion) recommended by:
Vice President, Zarb, Simon, Seidman -

ISSUE 2: INCLUSION OF EIA EMPLOYEES IN CIVIL SERVICE AND
EXECUTIVE APPOINTMENT SYSTEMS

The issue is whether the employees and executive officers of
the corporation are completely within the system (as in a
Cabinet Department), completely exempt (as with the Federal
Reserve), or some mixture (as with the Postal Service).

Option 1l: All employees are treated as in an Executive
Department. ’

The Chairman of the Board would be an Executive Level I or
IT and a limited number of Executive Level III's and IV's
would be provided. All other employees would be under the
Civil Service system with a conventional mix of career and
noncareer employees.

Pros:

° No possibility of corporation being viewed as paylng

exorbitant salaries. /4f%»m ™
NG N
. . Pl “rt
° Takes care of all fringe benefit problems. (= =l
‘;\\__/



Cons:

° May not be able to attract hlgh salary people, :

. . although Cabinet and subcabinet ranks could offset
this problem.

Option 2: The EIA is excluded from all Executive Branch
limjitations.

Under this alternative all employees would be app01nted

without regard to Civil Service requirements or Executlve
Branch salary limitations.

Pros:

° Allows rapid staffing. .

° Government salary will not be a barrier at any level.

Cons:

° Subject to abuse‘eﬂaﬁbolitical charges.

° Requires establishment of a new fringe benefits
system.

Option 3: Hybrid compensation for EIA.

This option reflects the agreement reached by the Vice
President and Frank Zarb previously. With this alternative,
a reasonable number of executives, including the Chairman
of the Board, could be paid without regard to executive pay

scales, but the majority of the employees would be covered
by the Civil Service system.

Pros:

° Assure top level staff can be attracted.

° Provides Civil Service system and benefits for
majority of staff.

Cons:

° Could hamper effectiveness of staffing mid :gw; ,n
lower management. <

°® Salaries could still be v1ewed as exorbltaﬂg



Decision

Option 1 (Executive Branch) recommended by: Zarb

.

Option 2 (Exempt) recommended by: Vice President, Lynn,
Simon, Seidman :

Option 3 (Mixed)'recommended by: Morton, Greenspan

ISSUE 3: SCOPE OF EIA'S INVESTMENTS

The types of projects the EIA can finance will include:
° New technologies to support or dlrectly produce or

transport energy, and which are not in widespread
commercial use. 4

Technology to support-~the development of nuclear power.

Electric power not from oil or gas sources (coal,
nuclear and geothermal).

Pipelines for transportation of energy.

These projects will only be undertaken if they make a
significant contribution to energy independence and cannot
be financed by the private sector. The issue is how tightly
should the EIA be restricted to the above list of projects.

Option 1l: Do not preclude other types of projects.

Under this option the EIA legislation would only require
that EIA "primarily concentrate" on the above mentioned
projects or others added under Option 2. However, to the
extent other projects could make a significant contribution
to energy independence and cannot be financed elsewhere,
EIA could undertake them.

Pros:

° Provides additional flexibility to finance, ﬁé@ﬁé@
projects which cannot be envisioned now. 6§ <
= o
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Cons:

° Opens door to a potentially more pervasive role for
- EIA.

® Dilutes efforts of EIA on the identified problem
areas listed above.

Option 2: Limit EIA to only the specific items listed.

Under this alternative EIA could undertake only the -types
of projects specified in the legislation. If this option
is selected, four additional categories must be reviewed
for inclusion in the legislative list.

" Pros:

° Restrlcts scope and focus act1v1t1es on most
critical areas.

Cons: e

e e

° No flexibility to undertake other projects which may
be critical.

Suboption a: Include all transportation facilities,

not just pipelines, i.e., transmission lines, railroad
beds, etc.

Pros:

° Other transportation facilities could be of
large scope, possibly difficult to finance and
crltlcal to energy independence.

° Many of these transportation facilities are an
integral and necessary part of potential EIA
production investments.

Cons:
° Further widens scope.

° Other programs are available for railroads, etc.
° If EIA finances a production facility, related\
transportation facilities may be flnanCable 2
by the private sector. > =

N
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Suboption b: 1Include emerging energy conservation
technologies. :

Pros:

° Polltlcally popular and will probably be added
by Congress.

¢ Restricts investments to noncommercial operations
which may not be financed, such as new peak -
metering devices.

Cons:
- ° Opéns door to wide range of new activities.

°. Could result in competition with”the private
sector, such as production of new, more efficient
automobile engines. :

Suboption ¢: 1Include other commercial technologies
if they are of a scope, size or unique institutional
situation which makes their financing by the private
sector 1mp0531b1e, i.e., a vast energy park.

Pros:
° May be difficult to finance and are needed.
Cons:
° Opens door to new areas of conventional operations.
Decision
Option 1 (Flexible Scope) recommended by: Vice President
Option 2 (Limited Scope) recommended by: Lynn, Simon,
Zarb, Morton, Greenspan, Seidman
Include:

Suboption a (transportation): Vice President, Zgrbr,
Morton, Seidman wil

Suboption b (conservétion): Vice President, Zarb f
Morton, Seidman Q? 3
Suboption c¢ (large projects) Vice Pre51dent,,Zarb

Seidman AN

o
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ISSUE 4: TREATMENT OF EIA FOR BUDGET PURPOSES

The financial operations of the corporatlon can either be
included or excluded from the Federal budget.  If they are
included ,

- The normal Presidential/congressional budget control
would be observed .

- Such operations will contribute to the bottom 1ine,‘
surplus/deficit Federal budget figure as would the
operations of most other Federal agencies. :

As presently conceived, EIA would have borrowing authority
from the Treasury up to $75 billion, to be reloaned to
borrowers or to be used in guaranteeing borrower's obligations
to other lenders, and would also have $25 billion of equity
capital. The corporation cannot continue to commit funds if
the aggregate losses its Board of Directors' then ant1c1pates
would exceed its equity capltal -

LY

Control

There is agreement that $100 billion in funding authorization
will be initially requested by the Administration for EIA.
There is also agreement that the $25 billion of equity will be
subject to the budget/appropriation process and requested
incrementally. This allows congressional review of EIA's
losses. The issues are whether the $75 billion in borrowing
authority should be subject to the budget/appropriations
process or backdoor financing and whether it should all be
requested initially or in increments over time. The options
are*: ‘

Option 1: Initially request the entire $75 billion in
borrowing authority, without any congressional appropriations.

Pros:

° Allow complete funding availability at the onset of
EIA permitting a "full speed ahead" implementation of
the program.

/‘KIJ‘,)

° Gives clear signal of ‘the U.S. Government' $‘1ntentaons

to become energy independent. [

[

1o

\
* Funding would be "no-year" in either option. \\\MM’,//_
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° Minimizes administrative and legislative delays
on this initiative.

. © Still provides some congressional review of EIA's
activities which involve losses.

Cons:

° Gives a new untested U.S. Government program full
funding authority without knowing through experience
whether the approach can be successfully implemented.

° Effectively gives EIA blank checks with limited
subsequent policy control by the Congress.

° Contrary to anti-backdoor provisions of Budget
Reform Act. ; -

Option 2: Request that the borrowing authority be
appropriated by Congress and request $75 billion initially.

3

Pros:

L R

° Conforms to policy of Budget Reform Act against
backdooring.

° Reduces congressional wrangling over whether
Appropriations Committees should be involved.

° Still gives "full speed ahead" signal.
Cons: |
° More time conSuming than Option 1.

° Appropriations Committees are not likely to grant
full amount and may limit amounts to one year.

Option 3: Request that the borrowing authofity‘be appro—
priated by Congress (as in Option 2) and request portions
of the $75 billion over time as needed. ‘

Pros:

VA

Silndnet )

i

° Provides for initial program implementation to gain
experience with merits of the new program.

p
N



° Provides greater Presidential and congressional
control by permitting periodic policy and program
reviews of progress when additional funds are

. requested. :

° Would tend to minimize U.S. Government disruption
of private capltal markets and financing of on-901ng
energy prOJects.

° Conforms to Budget Reform Act.

Cons:

® Could slow progress of program as initial funding
authority is used up since additional funding would
probably be needed and would be subject to
Presidential/congressional approval. ~

° Could detract from U.S. Government's full impact of
the commitment to greater energy independence.

Budget Display Issue

At issue is whether the EIA financial operations should be
reflected in the Federal budget. The options are:

Option 1: Include all financial operatlons as a normal
part of the Federal budget. :

Pros:

° Consistent with sound fiscal policy and current
Executive/Legislative Branch policies including the
Budget Reform Act.

¢ Provides public accountability on EIA activities
for a major Federal program.

® Overall proposal may be viewed more favorably by
the Congress.

Cons:
° Deficits would be very high. SR

° Deficits would not bé related to losses actualiy
anticipated.
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Option 2: Include only the equity portion of EIA's
financial operations in the Federal budget, since this
portion most closely reflects actual losses.

Pros:
° Would account for the anticipated losses, which
represent actual cost of the program to the
U.S. Government.

° Would provide limited accountability to the Congress
and the public on EIA operations.

° From a public perception point of view, would show
minimal deficit increases for expected losses.

Cons:
°® Could show losses even if none exist.

° Inconsistent with a4l1l ‘other Federal Government
operations, except the Postal Service.

Option 3: Place all of EIA financial operations off budget.

Pros:

° Would not further increase the reported Federal
deficit.

Cons:
° Would undermine the intent of the Budget Reform Act.

° Hides extent of Federal priorities in energy relative
to other Federal programs such as housing, mass
transit, etc.

RECOMMENDATIONS

Congressional control

Option 1 (off-budget): Vice President, Zarb ’Se;dman

uw.

¥
e
o

Option 2 (on-budget, $75 billion request):

\;-\_n /}! N
el

. -:. 4
Option 3 (on-budget, as needed): Lynn, Greepspan,l/

Simon, Morton .. ' N
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Budget Display

Option 1 (on-budget): Lynn, Simon, Greenspan, Morton

Option 2 (equity only): Vice President, Zarb, Seidman,
Lynn (fallback)

Option 3 (off-budget):

There are four other issues Wthh are being explored and may
need your review:

iy

- Authority of EIA to purchase equity.
- Floor on interest rates EIA may charge.

- A more sweeping provision to deal with t1me delays
caused by environmental laws.

- Desirability of withdrawing Labor-Management Committee
tax proposals for utllltles. ,

If these remaining issues cannot be resolved by your staff,
they will be submitted for your decision by Friday.



FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

September 24, 1975

OFFICE OF THE ADMINISTRATOR

MEMORANDUM FOR DICK CHENEY

FROM: FRANK ZAR3B

Attached is our best effort to outline the remaining issues
on the Energy. Independence Authority. Inasmuch as many of
the senior staff are strongly divided on several of these

issues, I have coordinated the memo with them and recorded
their views.

I would suggest that I take %en minutes to explain these
issues to the President inasmuch as many are quite complex.

He could then decide whether he would like to meet on the
issues. 5



FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461
- September 24, 1975

OFFICE OF THE ADMINISTRATOR

MEMORANDUM FOR THE PRESIDENT

FROM: . FRANK G. ZARB
- PHROUGH: . ROGERS C.B. MORTON
SUBJECT: OUTSTANDING ISSUES ON EIA

Your senior advisors have reviewed the legislation to

-implement your decision on the Energy Independence Authority
(EIA) and have identified the remalnlng 1ssues for your
review and decision.

3 . P =, -

ISSUE 1: BOARD OF DIRECTORS PARTICIPATION

The Authority would be governed by a 5-man Board of Directors,
all of whom would be appointed by the President, sybject to
the advice and consent of the Senate, and would serve at the
President’'s pleasure. The issue is whether all the Board
members should serve full-time, or could some serve part-time
at the President's discretion.

- Option l: The legislation would require that all Board
members serve full-time. .

Pros:

. © Forces full-time participation to run a large and
complex program.

° Avoids possibly significant conflict of interest’
problemns.

® Congress is likely to requlre only full—tlme memhers.

K -1.
! ‘ (A%

Cons: L . 5~ %
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° May preclude top people who will not serve\{gii:&;ﬁe.
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Option 2: The legislation would give the President authority
to select either full or part-time board members. ‘

Pros:

° Allows top people,.such as academicians to serve.
° All members are still subject to conflict of interest
criteria.

Cons:

© Part-time members may not be as effective in managlng
the corporation.

Decision

- Optlon 1 (full- tlme) recommended by. Lynn, Morton,.
. Greenspan A -

—'..

Optlon 2" (Presidential dlscretlon) recommended by:
Vice President, Zarb, Simon, Seidman.

i

ISéUE 2: INCLUSION OF EIA TMPLOYEES IN CIVIL SERVICE AND
EXECUTIVE APPOINTMENT SYSTEMS

The issue is whether the employees and executive officers of
the corporation are completely within the system (as in a
Cabinet Department), completely exempt (as with the Federal
Reserve), or some mixture (as with the Postal Service).-

Option 1: All employees are treated as in an Executive
Department. ) . I

The Chairman of the Board would be an Executive Level I or
II and a limited number of Executive Level III's and IV's
would be provided. All other employees. would be under the
Civil Service system with a conventional mix of career and
noncareer employees.

Pros:

° No pessibility of corporation being viewed as paying
exorbitant salaries. ,

——

° Takes care of all fringe benefit pfoblems.“ e

Py
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Cons:

° May not be able to attract high salary people,

« . although Cabinet and subcabinet ranks could offset
thlS problem.

OEtion 2: The EIA is excluded from all Executive Branch
‘limitations.

Under this alternatiﬁe all employees would be appolntéd

‘without regard to Civil Service requlrements or Executive
Branch salary limitations.

. Pros:

"~ ° Allows rapid staffing.

° Government salary will not be a barrier at any level.

Cons: e

Lo e s

° Subject to abuse and political cHarges.

RN Requlres establishment of a new fringe benefits

system.

OEtlon 3: Hybrid compensation for EIA.

““This option reflects the agreement reached by the Vice
_ President and Frank Zarb previously. With this alternative,

a_reasonable number of executives, including the Chairman

of the Board, could be paid without regard to executive pay
scales, but the majority of the employees would be covered
by the Ciyil{Sg;vigg systam. .

. Pros: o T T A B

"° Assure top level staff can be attracted.

~- -9 Provides Civil Service system and beneflts for
majorlty of staff.

Cons:

- . /fuz -

° Could hamper effectiveness of staffing m1Qd1e and
lower management.

(.a

-

® Salaries could still be v%ewed as exorbitaﬁE»N“/”
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Decision

Option 1 (Executive Branch) recommended by: Zarb

Option 2 (Exempt) recommended bv: Vice President, Lynn,
' Simon, Seidman o

Option 3 (Mixed);recbmmended by: Morton, Greenspan’

ISSUE 3: SCCPE OF EIA'S INVESTMENTS

The types of projects the EIA can finance will include:
° New technologies to support or directly'ﬁroduce or

transport energy, and which are not in widespread
commercial use.

s

Technology to support the development of nuclear power.

Electric power not from oil or gas sources (coal,
nuclear and geothermal).

Pipelines for transportation of energy.

These projects will only be undertaken if they make a
significant contribution to energy independence and cannot
be financed by the private sector. The issue is how tightly
should the EIA be restricted to the above list of projects.

Option 1: Qp not preclude other types of projects.

Under this option the EIA legislation would only require
that EIA "primarily concentrate" on the above mentioned
projects or others added under Option 2. However, to the

extent other projects could make a significant. contrjipution
to energy independence and cannot be financed els EFED
EIA could undertake them. <

Pros: $
. | : \\ . L

° Provides additional flexibility to finance né&&ded

projects which cannot be envisioned now.
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Cons:

° Opens door to a potentially more pervasive role for
- EIA. :

° Dilutes efforts of EIA on the ldentlfled problem
areas listed above.

‘Option 2: Limit EIA to only the specific items listed.

Under this alternative EIA could undertake only the types

of projects specified in the legislation. If this option

© is selected, four additional categories must be reviewed
" for inclusion in the legislative list.

“Pros-

° Restrlcts scope and focus aﬁt1v1t1es on most
critical areas.

cCons:

et
>

k14 o W e

° No flexibility to underta te other projects which may
be critical.

Subopfion a: Include all transportation facilities,

--.:not just pipelines, i.e., transmission lines, railroad
beds, etc.

Pros: ’ L e e

° Other transporthtion facilities could be of
large scope, possibly difficult to finance and
e -Fritical to energy independence.

.- - ©° Many of these transportation facilities are an
integral and necessary part of potential EIA
production investments.

Cons:

° Further widens scope.

° Other programs are available for rai éég}?gtc.

, relatéd
transportation facilities may be fina cable,,
_._ by the private sector.

° If EIA finances a production facility


http:relat.1d

Suboption b: Include emerging energy conservation
technologies. ' /

- ~ Pros:

° Politically popular and w111 probably be added
by Congress.

° Restricts:investments to noncommercial operations
which may not be financed, such as new peak
metering devices. '

Cons:
‘i ° Opens door to wide range of new activities.

°. Could result in competition with~ ‘the private
" sector, such as production of new, more efficient
automobile engines.

. Suboption c: Include other commercial technologies

o if they are of a scope, size or unique institutional
situation which makes their financing by the private
sector impossible, i.e., a vast energy park.

Pros:

° May be difficult to finance and are needed.

Cons:

° Opens door to new areas of conventional operations.

Decision . 2

’

Option 1 (Flexible Scope) recommended by: Vice President

Option 2 (Limited Scope) recommended by: Lynn, Simon,
Zarb, Morton, Greenspan, Seidman

- Include:

- e,

Suboption a (trahsportation): Vice President, Zarb,
Morton, Seidman :

Suboption b (conservation) Vice President, Zarb,
Morton, Seidman . K
Suboption c (large pr03ects) Vice Presidenbhwgg;b,

Seidman



ISSUE 4: TREATMENT OF EIA FOR BUDGET PURPOSES

-« The financial operations of the corporation can either be
"~ inclyded or excluded from the Federal budget. If they are
included )

- The normal Pre51dent1al/c0ngress1onal budget control
“would be observed. _

- Such operations will contribute to the bottom line .
surplus/deficit Federal budget figure as would the
operations of most other Federal agencies. :

"As presently conceived, EIA would have borrowing authority
from the Treasury up to $75 billion, to be reloaned to
borrowers or to be used in guaranteeing borrower's obllgatlons
to other lenders, and would also have $25 billion of equity
capital. The corporation cannot continue to commit funds if
the aggregate losses its Board of Directors-then antlclpates
would exceed its equity capltal. o

-§

Control

_There is agreement that $100 billion in funding authorization
will be initially requested by the Administration for EIA.
There is also agreement that the $25 billion of equity will be
subject ‘to the budget/appropriation process and requested
1ncrementally. This allows congressional review of EIA's
losses. The issues are whether the $75 billion in borrowing
authority should be subject to the budget/appropriations
process or backdoor f1nanc1ng and whether it should all be
requested initially or in increments over tlme. The options
are*: . ' '

’ -
PR

*fggtiOh 1: TInitially request the entire $75 billion in
borrowing authority, without any congressional appropriations.

Pros:

° Allow complete funding availability at the onset of
EIA permitting a "full speed ahead" implementation of
the program.

® Gives clear signal of ‘the U.S. Government' s 1ntéhtlons
to become energy independent.

¥
- - - T ‘

L ; !
* and1ng~wsuld be “no-year“ in elther optlon. A



° Mlnlmlzes administrative and leglslatlve delays
on this initiative.

. ° stil1 provides some congressional review of EIA's
activities which involve losses.

Cohs:

° Gives a new untested U.S. Government program full
funding authority without knowing through experience
whether the approach can be successfully implemented.

° Effectively gives EIA blank checks with limited
" subsequent policy control by the Congress.

¢ Contrary to antl-backdoor provisions of Budget
Reform Act. _

Option 2:' Request that the borrowing authority be
appropriated by Congress and request $75 billion initially.

» : LA

Pros:

° Conforms to policy of Budget Reform Act againSt
backdooring.

° Reduces congressional wrangling over whether
. Appropriations Committees should be involved.

© Still gives "full speed ahead” signal.
Cons: ' . '
° More the consumlng than Option 1.

° Approprlatlons Commlttees are not likely to grant
full amount and may limit amounts to one year.

Option 3: Request that the borrowing authority be appro-
priated by Congress (as in Option 2) and request portions
of the $75 billion over time as needed. /ﬁfﬁrﬁk
Pros: | L : i “

° Provides for initial program implementation ‘to gain
experience with merits of the new program.



° Provides greater Presidential and congressional
control by permitting periodic policy and program
reviews of progress when additional funds are

+  requested. : _
-

° Would tend to minimize U.S. Government disruption.
of private capital markets and flnanc1ng of on—gOLng
energy prOJects.

° Conforms to Budget Reform Act.

Cons:

° Could slow progress of program as initial funding
- authority is used up since additional funding would
S probably be needed and would be subjact to
Presidential/congressional approval. -~

° Could detract from U.S. Government's full impact of
the commitment to greater energy independence. .

e e

Budget Display Issue

At issue is whether the EIA financial operations should be
reflected in the Federal budget. The options are:

Option 1: Include all financial operations as a normal
- part of the Federal budget.

Pros:

’

® Consistent with sound fiscal policy and current
Executive/Legislative Branch pollc1es 1nclud1ng the
‘Budget Reform Act. .

~ © Provides public accountability on EIA activities
for a major Federal program.

°® Overall proposal may be viewed more favorably by
the Congress.

Cons:

° Deficits woﬁld be very high.

° peficits would not be related to losses actidglly .
anticipated. ~

LR com 1 e - ~ - -
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Ogtion 2: Include bhly the equity portion of EIA's -
financial operations in the Federal budget, since this 3
- portion most closely reflects actual losses. -

Pros:

® Would account for the anticipatéd.losses, which
represent actual cost of the program to the .
U.S. Government. _ , , V4

° Would provide limited accountability to the Congress
and the public on EIA operations. :

° From a public perception point of view, would show
minimal deficit increases for expected losses.

- -, . - ) . i - . / )
~Cons: . T

-

° Could show losses even if none exist.

¥y

o Inconsistent with @il-other Federal Government
operations, except the Postal Service.

Option 3: Place all of EIA financial operations off budget.

Pros:

° Would not further increase the reported Federal
deficit. :

cons:
° Would . undermine the intent of the Budget Reform Act.
°© Hides extent of Federal priorities_in'energy relative
to other Federal programs such as housing, mass
transit, etc.

RECOMMENDATIONS

_Congressional control

e
o

5

- ‘ . : 5 YU,
Option 1 (off-budget) : Vice President, Zarbfé%eidﬁ%n

N
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Ayl

Option 2 (on-budget, $75 billion request):%? =

Simon, Morton 2

option 3 (on-budget, as needed): Lynn, Greenspan;



Budget Display

Option 1 (on-budget): Lynn, Simon, Greenspan, Mortoh

-; ;____ Option 2 (equity only) :

Vice President, Zarb, Seidman,
Lynn (fallback)

Option 3 (off-budget):

There are four other issues Wthh are being explored and may
need your review:

Authorlty of EIA to purchase equity.

-~y

Floo; on interest rates EIA may charge.

A more sweeping provision to deal with time delays
caused by environmental laws.

Desirability of withdrawing Labor—Management Committee
tax proposals for utilities.

» e e i

If these remaining issues cannot be resolved by your staff
they will be submitted for your decision by Friday.
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FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

September 26, 1975 :
) ' OFFICE OF THE ADMINISTRATOR

MENMORANDUM FOR THE PRESIDENT
FROM: o . FRANK ZARB W,

SUBJECT: CONGRESSTIONAL CONFERENCE ON OIL DECONTRdL

At the last Congressional leadership meeting you indicated
that you would be happy to meet with the conferees on
H.R.7014 and S.622, if such a meeting would produce
acceptable energy legislation.

The two major bills which will go to conference have several

very major defects. I have attached a brief analysis on
each of them. :

It is not very likely that an acceptable bill will result and
a meeting with the conferees should not be contemplated at
this time. I will be working with the appropriate Congressmen
and Senators and report to you the progress being made. If

a meeting would improve the chances of acceptable legislation
I will report to you immediately. '

Attachment



ADMINISTRATION POSITION ON S.622

The Administration is strongly opposed to S.622 in

1.

its current form for the following reasons:

An extension of the EPAA until March 1, 1976,V
is not acceptable until the Congress approves
a compromise decontrol plan.

The provision mandating a series of compulsory,
individual conservation plans, each subject to

& one-House veto, is counterproductive to estab-
lishing a comprehensive and coordinated conservation

~program. Since the authority under this title

expires June 30, 1976, the conservation savings
which could be achieved are limited.

The o0il pricing provisions, which roll back the
price of new, released and stripper oil and
establish a four-tier pricing system, are counter-
productive and would make the Nation more dependent
upon foreign sources.

The coal conversion provision for utilities only
allows for an extension of six months rather than
a two-year extension favored by the Administration.

Doyt
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ADMINISTRATION POSITION ON H. R. 7014

The. Administration is strongly opposad to H.R. 7014 in its
current form for the following reasons:

1

. all oil indefinitely, and estabiish a S5-tier pric

with another energy measure.

oy

The oil pricing provisions, which roll back the price
of new, released and stripper o0il, continue controls on
ing
system, are counterproductive and would make tha
Nation more dependent upon foreign sources.

The standby emergency provisions are oo inflexible to
provide the authorities necessary to respond to an
embargo. : ‘

By indéfinitely extending the Emergency Petroleum

Allocation Act, the bill continues unnecessary regulatory

intrusions into the marketplace, thereby inhibiting
production and exacerbating present inequities under
the Act., ~ - '

' The bill mandates a gasoline shortage that would cause

gas lines, adverse economic impact and possibly force
rationing.

Lo g e
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have been opposed by the Administration, and were
previously defeated on the Floor of the House in connect

The Federal oil purchasing authcrities are unworkable,
icn

The vesting of direct information gathering authority in the
General Accounting Office duplicates accounting verification
procedures created by the Securities Act of 1933. 1t

also interferes with an existing program to achieve.

uniform accounting standards that has the backing of
the SEC, the accounting profession and the business and

academic communities.

Many other problems pointed out by the Administration
were kept in the bill and some ware even made wvorse,

such as mandatory auto efficiency standards which do

not take adequate account of emission standards.

Other poorly-conceived provisions were added durines.
floor debate, such as rigid prohibition of certa%@?

mineral leasing joint ventures, and "banked :g
provisions, inappropriate in a statute. L




FEDERAL ENERGY ADMINISTRATION

WASHINGTON, D.C. 20461

September 29, 1975 3
. OFFICE OF THE ADMINISTRATOR

BRIEFING ON COMBINED FEDERAIL CAMPAIGN
Monday, September 29, 1975
12:15 p.m. (15 minutes)
The Cabinet Room

From: Frank Zarb

I. PURPOSE

To introduce nine Co-Chairmen for the Bicentennial
Combined Federal Campaign and to encourage their
total commitment for a successful campaign. Also,
to receive the President's personal pledge card.

II: BACKGROUND, PARTICIPANTS & PRESS PLAN

A. Background: The President has appointed
Frank Zarb to be the Campaign Chairman of
the Bicentennial Combined Federal Campaign.
On September 17, the President sent letters
of invitation to the Co-Chairmen encouraglng
their support of this campaign.

B. Participants:

John Anderson - House of Representatives
Richard Roudebush - Veterans Administration
Alan Greenspan - Council of Economic Advisers
Lewis Engman - Federal Trade Commission

James Blair - Representing Carla Hills for HUD
William Davis ~ Representing Bill Coleman for DOT
David Potter - Representing Bill Middendorf

Frank Valeo - Representing Mike Mansfield

Frank Zarb _

John Askew - Frank Zarb's Executive Assistant e
Tom Noel - FEA

o

$IUH)R

[
Hazel Rollins - FEA é’ K
Bob Bannon - Executive Director, CFC b
Bob Nipp - FEA » : \
Jack Schneider - FEA ' o \\\

C. Press_Plan: Press photo opportunity for CFC.

ITI. TALKING POINTS: See Attached.
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THE SECRETARY OF COMMERCE
WASHINGTON, D.C. 20230

MEMORANDUM FOR THE PRESIDENT

FROM: ROGERS C. B. MORTON

SUBJECT: Remaining Issues Related to the'Energy
Independence Authority (EIA)

This memorandum sets forth my views on the specific issues
raised in Frank's memo, plus some additional thoughts I
wish to share with you: :

Issue #l: Board of Directors' Participation.
I favor Option 1 (legislation requiring a full-time board)..

Issue #2: Inclusion of EIA Employees in Civil Service and
Executive Appointment Systems.
I favor Option 3 (the hybrid compensation).

Issue #3: Treatment of EIA for Budget Purposes.
In general, I favor putting all EIA activities on the
hpdget. (Option #1)

I believe our friends on the Hill will be more comfortable
with the whole activity on the budget. Arthur Burns has
raised very significant arguments in favor of having EIA

on the budget. The mood of the Congress on off-budget
financing was clearly expressed in the Budget Control and
Impoundment Act of 1974. I think we would run into opposition
that does not derive from the substance of the proposal. No
political, energy, or economic purpose critical to the
proposal is really at stake.

Issue #4: Scope of EIA's Investments

- I favor option 2 with the inclusion of suboption a and b.

A serious issue, not focused on in Frank's memo, but which
I feel should be very clearly understood is the possibility
that proponents of a Federal 0il and Gas Corp, Fatidgn will
seize upon the equity participation of EIA ags an opfortunity
to create a federal energy corporation. Iggm ambivilent on

the issue of equity participation. i;\‘—#///



Con

o The best means of avoiding conversion of the
EIA legislation into a federal energy corporation
would be to delete the equity participation
authority from the Bill.

o Limited EIA to loans will insure that private
capital and private investment decisions are
involved in all EIA initiatives.

Pro

o The arguments raised in support of equity partici-
pation certainly are well grounded with respect to
the expansion of the authority's scope. Without it,
EIA will be limited to the more developed technologizss.

If you determine that equity participation should be retainecd:
0 The EIA should be limited to minority ownership.

0 In cases where EIA owns facilities and leases them
to the private sector, a lease/buy contract should
be executed before the facility is constructed.

\ o Safequards against conversion of this function into
federal energy corporations should be built into
the law so clearly that amendment of them in the
legislative process clearly justifies your considera-
tion of a veto when the final Bill appears on your
desk.
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