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FEDERAL ENERGY ADMINISTRATION

WASHINGTON, D.C. 20461

4
1 OFFICE OF THE ADMINISTRATOR

P

MEMORANDUM FOR THE PRESIDENT
FROM: FRANK G. ZARB

SUBJECT: Status of Negotiations on H.R. 7014 - S. 622

The Conference Committee on H.R. 7014 - S. 622 has taken
tentative action on about 60% of the numerous provisions
and programs before the Conference. A brief summary of

these actions is provided in Attachment A.

Although we have a number of problems with some of the
provisions approved by the Committee to date, we have been
successful in deleting some of the bills' most objectionable
provisions (e.g. the mandatory gasoline shortage, mandatory
conservation standards, etc.) and modifying others to a
point that could be considered acceptable within the context
of a good pricing provision. Discussions with Committee
members and staff also lead me to believe that further
improvements in some of the remaining problem areas are
possible if we can reach agreement on a pricing program.

As we all expected, the price issue is likely to be the key
to whether or not an acceptable bill can be delivered to

your desk. After debating the issue for a week, the Senate
Conferees voted yesterday (14-9) to adopt a pricing provision
proposed by Senator Stevenson that is clearly not acceptable.
This provision would:

Establish an average control price for all domestic
0il at $7.55 (the current average is $8.75) and
allow the President to increase the average up to
10% per year according to certain findings that FEA
strongly believes to be impossible to prove%lﬁ*ﬁbe

event of court litigation. £ i\
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. The $7.55 program (which is equivalent to an $11.00
cap on new oil while holding old oil constant at
$5.25) would increase imports over your 39 month
proposal by 280,000 barrels per day in 1976; 650,000
per day in 1977 and 1.2 million barrles per day in 1980.
Increases over existing price controls would be even
greater.

The House Conferees responded with a program offered by

John Moss that reduces the Senate control price of $7.55 to

$7.15 with a smaller escalator of 8%. This provision, which
is even more unacceptable, passed the House Conferees 4 - 3.

I have indicated to the Conferees that I would have to recommend
a veto of the bill if they stay with either of these pricing
provisions. I have done so on the basis that we cannot accept

a bill that:

. Produces a deep price roll-back from current controls;

. Reduces domestic production over the next 4-5 years
until controls expire; and

. Significantly increases imports during the control
period (even though we might take a slight increase
in the short-term to get them past the election as
we did in the 39 month program).

In my view, these are principles from which we cannot depart,
regardless of how we design the program to phase out controls

on old oil. The Conferees have problems with these principles
in that they give lesser priority to reduce our import vulner-
ability than they do to lowering prices to consumers and keeping
the o0il industry from generating any further profits -- even
though the profits are needed to expand domestic exploration

and production. Partisan and election year politics are
obviously paramount in their minds.

Current Status of Pricing Provision

I am currently pursuing a number of strategies to reverse both
the Senate and House Conferees from the positions they adopted
yesterday.

{”‘“ﬁ?\a‘

. John Dingell offered a compromise plan thV;>mornfﬁg
that is basically similar to your 39 montl-plan, except
that it lowers the initial cap to $10.50 bhut escalates
it at a faster rate. Congress could modify the plan
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after two years by disapproving (either House) a
proposal submitted by the President to continue the
phase out of 0ld o0il. I told John that this plan
was rock bottom.

Although the Dingell plan failed by a vote of 4-3
with the House Conferees, we are currently working

on Paul Rogers to switch his vote to Dingell. 1If
this occurs, we will have a major split between the
House and the Senate and hence more time to work with
the Senate.

Senator Stone is offering amendments to the Stevenson
plan this afternoon which, if accepted, would make
the Stevenson plan acceptable. These amendments
involve certain exceptions that would have the effect
of raising the Stevenson average from $7.55 to

around $8.50.

SUMMARY AND CONCLUSIONS

Although we are still hanging in on the pricing issue, we are
running out of time (the Conferees want to finish this bill
by tomorrow night) and we are still very far apart on the
pricing issue.

One item that we should begin to consider is the $2.00 tariff.
Although its removal would reduce prices and increase consump-
tion by about 100,000 per day, removal (immediate or phased)
of the tariff could break the ice if we reach hard impasse.

No decision is needed on this issue now.

Attachment



ATTACHMENT A

‘ACTIONS TAKEN ALREADY BY CONFEREES

SUPPLY AVAIIABILITY.

Energy Supply and Environmental Coordination Act (ZSECA).

- Extends recently expired authorities to convert facilities
" from gas or oil to coal until June 30, 1977, and extends .«
authorlty to enforce orders until December 31 1984
ACCEPTABLE

Coal Loan Guarantees

-Authorizes $750 mllllon for guarantees of loans to small
coal producers.

i‘UNACCEPTABLE. ThlS prov151on will have a small effect on
: coal production, but will result in large -
.M_expenditures. 3 e : .

"Pruhlbltnons on Exnorts

- Prohlblts exports of all 011 and gas produced in the Unlted
States, but the President may waive requirement if he finds
it in the national-interest or it is:rrequired by treaty, -
executive agreement, or 1nterests of.the forelgn pollcy
of the Nation. : ] :

- President has dlscretlonary authorlty to restrlct exports
of energy materials. -

- President directed to restrict exports of coal, refined
petroleum products, fossil fuels and petrochemical
feedstocks as necessary to achieve objectives of the EPAA.

" An exemption is provided for hlstorlcal tradlng relatlon-
ships with Canada and Mex1co.

MARGINALLY UNACCEPTABRLE: Whlle it is discretionary, it sets
: several precedents.

Materials Allocation

- Requires President to allocate supplies of materials and
" to require the selective performance of contracts if he
finds that supplies are scarce, critical and essential
to maintaining or furthering exploration and production,
and that these objectxves cannot be "reasonably accompllshed"
withcut emerc151ng such authority.
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- - Also requires report to Congress within 60.days on how -
the authorities will be administered.

MARGINALLY UNACCEPTABLE: Should not be mandatory and
A T ; - reporting times are too short.

Leasing Policy for 0il, Natural Gas, and Coal on Public Lands

- - Staff was"directed to draft language incorporating Senate
legislation (not part of the Conference) on OCS oil leasing
and coal leasing into the House language. These would :

- include expeditious timetables for production.

:;iUNACCEPTABLE: ocs provisions contain measures to delay
S 1 - leasing and productlon-. Coal timetables are
: koo short Ay e Taa .

Productlon at Maximum Effic1ent Rates (MER) and Utilization.

- =+ The Secretary of Interlor is dlrected to establlsh MER
on all Federal lands, which mav be mandated in non- T
emergency situations; and to establish temporary rates - % -
that may be mandated only 1n emergenc1es. _ ‘ 5 o

- The Secretary may mandate 1ncreased production during
emergency situations on State lands only if State
has establlshed MLR'S or temporary rates._ e

- Pre51dent is given dlscretlonary authorlty to require :
the utilization of production of any oil and gas pro-
ducing properties on Federal,lands.

MARGINALLY UNACCEPTABLE: The Secretary of Interlor already '

: has authority to require production
at MER's; afithorities create enormous
administrative burden.

’Joint Ventures

- Incorporates the recent Interior Department OCS joint
venture regulations into law, but grants exceptions with
respect to high-risk areas and where mecessary to permit
more efficient development.

- Directs Interior to report to the Congress on the feasibility
of extending such regulations - -to on-shore oil and gas, oil
shale and coal.

MARGINALLY ACCEPTABLE: Interlor already has authority, but
g ‘ it is flexible.



Récycled 0il

-  Promotes the use of recycled or re-refined oil and directs
the Federal Government to encourage procurement of such
& - % I
. ACCEPTABLE _ L R B s .

Strategic Reserves

.- = Establishes policy to create a reserve not less than
. .. between 560 million barrels and 1 billion barrels, but
does not mandate size or a schedule. ' .

: -‘-No—year budget authorizatlon of a spec1f1c amount (not

- yet determined) which would be sufficient to construct -
and f£ill the Early Storage Program (150 million barrels)
and to construct facilities for the long—range program.

- Authorizes the Early Storage Program, Wlth a plan to he
submitted within 90 days. -

" = Construction of facilities for the long-range problem is
subject to the presentation cf an overall plan within one

- year. The plan.is subject to an either-House disapproval
within 45-60 days. Filling of the long-range program
facilities is subject to additional authorizing legislation.

' MARGINALLY ACCEPTABLE: About as good as we can get.

STANDBY EMERGENCY AUTHORITIES. = -

- Both rationing'and conservation plans would be sent to
Congress within 180 days. Such plans would have to be
_ approved in 60 days. ‘ e

-= When a supply emergency exists, conservatioen plans may be
implemented without further Congressional action, but
rationing plans could be implemented only if either House
does not disapprove within 10 days.

- Contains no International Enerqgy Agreement (IEA) trigger
and all standby authorities would expire June 30, 1985.

MARGINALLY ACCEPTABLE: There are a few minor objéctions that
- can probably be cleared up in the final
drafting.
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Motor Vehicle Mileage Standards

- Production-weighted average fuel economy standards are
imposed on the manufacturers culminating in a 27.5 mpg
goal for model year 1985. The 1985 standard may be
lowered to 26 mpg administratively; any lower figure
is subject to either-House disapproval.

T - Modifications to mileage standards may be made by the b3
Secretary of DOT upon showing that emissions, safety,
-noise or damageability standards have reduced efficiency.

- Penalties are set at $5 per tenth of a mile per gallon
' below the standard; credit for surpassing the standard
can be carried backward or forward one year. Modifications
to civil penalties may be made by the Secretary of DOT
upon showing of cause. ‘

- - Labeling program run by FEA/EPA in consultation with DOT/
FTC.

MARGINALLY ACCEPTABLE: While the 1985 standard of 28 mpg poses
problems, the 2 mpg flexibility without Congressional override
and various bail-out provisions (noise, emissions, damageability,
and safety) appear to give much of the necessary flexibility we
"require. The 1980 interim standards do not pose a major problem.

Appliances

.- 20% 1mprovement goal by 1980 for a11 appliances over 1972
levels. :

- Labeling required for most major appliances with the addi-
' tion of any others contingent upon feasibility determined
by FEA.

- FEA responsible for program direction and priorities.
Testing procedures to be developed by NBS. FTC Tesponsible
for label content and enforcement.

- Federal labeling preempts state lawsy adveréising regarding
energy costs must conform to label; . citizen suits allowed
for nonconformance. : '

GENERALLY ACCEPTABLE: The 20% improvement goal is probably
achievable over the eight-year period. Even if it would not
be -achieved, the Act does not mandate that FEA set mandatory
standards, but only that it begin proceedings to determine if i
such standards are achievable and would not result in manufacturer
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and consumer resistance. As FEA would set priorities and guide-
lines and would be responsible for determining what should be
tested, the role of the FTC in developing the content of the
label and enforcement would be largely ministerial. A major
problem is the citizen suit provisions which must be scaled down.

State Conservation Programs

L
- States required to assess feasibility of setting 5% energy ’
consumption reduction targets for 1980.

- Administrator, FEA, will determine interim conservation
goals for each state based on their assessments and a study
of individual states' projected socio-economic impacts.

- States to submit conservation programs to FEA based on
Administration's guidelines.

- Approved state plans result in eligibility for federal grant-
in-aid monies to assist conservation programs.

- Grants would also be available for standby emergency planning.

GENERALLY ACCEPTABLE: As long as standards are not mandated on
the states and FEA has flexibility in administering the program.

Industrial Energy Conservaticn 7 .

- FEA, in consultation with DOC/ERDA, shall establish a
- national industrial energy efficiency goal of at least 20%
(over 1972 levels) by 1980.

- Major energy consuming industries (consuming at least one
trillion Btu's of energy per year) shall be identified and
ranked according to consumption. Energy conservation targets
will be set for at least the 10 most energy consumptive
industries by FEA. ‘ i

- Mandatory reporting requ1rements on efficiency progress will
be levied on the 50 most energy consumptive' companies within
each of the 10 major industries. FEA will submit annual
report to Congress. -

MARGINALLY ACCEPTABLE: Mandatory reportlng requlrements are a
burden on industry and could result in an intrusion into private
matters (black lists, etc.). ‘ — -
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‘EDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

OFFICE OF THE ADMINISTRATOR

November 7, 1975

MEMORANDUM FOR THE PRESIDENT

FROM: FRANK G. ZARB
SURJECT: RECOMMENDATIONS CN ENERGY BILL

SUMMARY OF PRICING PROVISTION ADOPTED BY CONFEREES

Tha Senate Conferees adopted a pricing provision Thursday evening that does
rot meet the minimally acceptable criteria that you conveyed to Paul Rogers
and several other Members. The major provisions of the pricing program,
which passed the Senate by a vote of 15-9 and was accepted by the House
Conferees by a vote of 4-3, are as follows:

. Establishes a $7.55 per barrel average domestic price that can be
escalated at a rate of 10% per year as per Presidential findings.
With old oil held constant at $5.25, this level implies a roll-back
of the new oil cap to $11.00.

. Although the Conferees accepted our version of the Presidential
findings, they rejected the stripper well exemption you proposed
to Paul Rogers (even though the House initially voted to accept
the exenption). ;

» In addition to the rejection of the stripper well exemption, the
program prohibits the escalator unless your tariff is removed and
requires the Congress to approve a continuation of the escalator
every year (by failure to disapprove a Presidential recommendation
to continue the escalator). Neither of these provisions were a
part of your agreement with Paul Rogers.

In its current form, the provision is inadequate in terms of reducing our
imports. It further provides virtually no certainty to industry to plan
investments in exploration and development. (See Table 1)
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There are, as you know, a number of other prcblems in the bill not related
to pricing, including mandatory conservation reporting requirements for
industry, GAO audit and J'_nspe(,'cion authorities regarding industrial books
and records (both prcoducers and users) that would give GAO and Members of

C ongress virtually free access to ploprletavy information without sanctions
against disseminaticn, overly rigid auto efficiency standards, and an .
umecessary cocdification of CCS leasing reqgulations. Our ablllty to improve
these provisions may be lessened by the Conferee's agreement on price. These
items, of course, must also be balanced against the positive provisions in
the bill from the standpoint of your own energy program —— strategic storage,
emergency stand-by authorities, and ccal conversion.

THE, BASTC DECISION

Tha basgic decision that must be addressed is whether or not to veto the bill.

. Arguments In Favor Of A Veto Include:

- the increased level of imports that would result from the bill's
pricing provisions; :

- other objectionable provisions in the bill that may not get
changed; .

- the fact that signing could be perceived by many as a victory
for Jackson on the pricing issue since the present bill clearly
would represent a step back from your previously announced.goals;

- the elaborate new regulatory apparatus mandated by the bill that
would add further complications to an industry already tled Up
by government regulation; and _

- the fact that the bill will result in a major reduction in incentives
for investment in new high cost oil production.

. Arguments Against A Veto Include:

-  the possibility of immediate decontrol and the resulting higher
prices that will occur;

- continuing confrontation with the Congress on the energy issue,
whether or not the veto is sustained; and

-  the desirable features of the bill that could begin to be
implemented immediately.
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In evaluating the pros and cons of a veto, consideration would also have
to be given to the positions of Republicans and Democrats who have stood
with us on this issue.

OPTIONS IF ¥YOU DECIDE TQ VETO

Thaere are basically two options regarding our next steps if you decide to
vato the bill:

(1) Announce your intention to veto the bill and send up an Administrative
decontrol plan teday

Pros:

~ Dramatically signals your intention to veto.

~ Gives the Congress as a whole one last chance to agree upon a
pnased decontrol plan.

Cons:

—  Could harden the attitude of the Conferees toward any chances
of improving the pricing provision next week.

- Infrirges on the Conference Committee's jurisdiction over pricing
at a time when their bill has not been reported back to Congress.

—- Even if the plan is accepted, the Act expires November 15 and the
Congress would defer to the Conferees in writing the extension and
its pricing provisions.

- Likely to be defeated just before a possible veto fight.

(2) Zarb announcement of your intention to veto unless the pricing provision
and other problem areas are improved

Pros:

- leaves your options open.

-  Provides the Conferees with both an incentive and another chance
to reconsider the pricing provision.

Cons:

—  Could signal the possibility of a further compromise on our part
on the pricing issue.

- Eliminates possibility of submitting an Administrative plan.
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RECOMMENDATION

I reccmmend Option 2. 'This option gives us another chance to improve the

pricing provision and other problem areas. A few key votes on the Senate

side (Glenn, Weicker, Bumpers) could swing it our way.

Ul



TABLE 1

PRETLIMINARY COMPARISON OF ENERGY PROPOSALS

12 Mon 24 mon >36 eon
DOMESTIC COMPOSITE PRICE ($/BBL)
Original 39 Month Program $ 8.96 $10.74 $12.97
Stone Amendment w/Stripper 8.94 9.76 f0.47
. Conference Committee Plan 8.31 9.14 = fsiOS
OLD AND NEW OIL PRICES
. 01d 0il - All Programs 5.25 5.25  * .25
IMPLIED NEW OIL, CAP
39 Month Program 12.10 12,70 15.30 %
. Stone w/Stripper : 13.64 14.37 14.14
. Conference Committee 12.31 13.22 ' 17_:3.54
IMPORTS (MM B/D)
39 Month Program 6.9 A 6.3
. Stone w/Stripper 6.9 7.9 6.9
. Conference Committee Tl 8.2 7.3

* Under the 39 month plan only about 4% of domestic oil would sell at $5.25;
whereas 96% would sell at the $13.30 ceiling price. Under either the Stone
or the Conference Camittee proposals a considerably greater proportion of
domestic oil would sell at the $5.25 price level.
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FEDERAL ENERGY ADMINISTRATION

WASHINGTON, D.C. 2061

GFFICE OF THE ADMINISTRATC

Novemper 10, 1575

MEMORANDIM FOR JIM COMNOR /
4!
FROM: FRANK G. ZARB |

I would appreciate your getting this paper to the President just as
soon as you can.

Thanks.

Attachment



CONFERENCE ENERGY BILL

The energy bill tentatively agreed to by the House and

Senate

Conferees is a complex bill that requires careful

evaluation from a variety of perspectives, including:

the President's energy program;

the legislation that went into the conference
committee;

the fact that this is the Congress' first attempt
to ever legislate national energy programs; and

its substantative ability to begin reducing the
nation's independence on foreign oil.

ELEMENTS OF THE PRESIDENT'S PROGRAM INCLUDED IN THE CONFERENCE

BILL

The bill contains five of the provisions that were an integral
part of the President's energy program:

Strategic Reserves

The provisions are remarkably close to the President's
program, and do eliminate much of the restrictive and
overly specific language of the Senate version.
Although not tied directly to production from NPR's,
NPR legislation now in conference will be connected

to Strategic Reserve program if approved.

Standby Emergency Authorities

Provides most of the standby energy authorities
requested by the President. Burdensome and compli-
cated Congressional review procedures were eliminated
from bill.

International Authorities

Contains the authorities requested by the President

to allow the United States to participate in/yﬁ§ﬁ57>\
. < )

International Energy Program. 7=

Coal Conversion by

Language is idgntical to that requested by the ident.



- Appliance Labeling

Establishes the basic mandatory labelling program
included in the President's energy program. FTC
jurisdiction of the program included in House
version was successfully eliminated in Conference.

Although the conference bill includes a mandatory automobile
efficiency program, the bill is identical in its require-
ments to the President's voluntary agreement with the auto-
makers through 1980. There is a major problem with the
targets established for 1985, but there is a provision in
the bill to allow the target to be changed upon recommenda-
tion of the Secretary of Transportation. Requirement in
Senate bill to have government build a production prototype
automobile was successfully eliminated.

The bill also "codifies" the current FEA/Commerce voluntary
industrial conservation program. Senate provisions (S.622)
to have FEA set and enforce mandatory conservation standards
for industry and other consumers were successfully eliminated
in Conference Committee, as were mandatory reporting require-
ments.

COMPARISON WITH LEGISLATION THAT WENT INTO CONFERENCE
COMMITTEE

A number of major improvements were made by the Conference
when compared to the five pieces of legislation that they
were working with. 1In addition to the improvements mentioned
above, the Conference also:

- rejected the mandatory gasoline shortage of S.622;

- rejected the objectionable provisions of House and
Senate bills relating to Federal lands leasing policy;

- eliminated H.R. 7014's removal of the President's
authority to set tariffs under Section 232 of the

Trade Expansion Act; and gffﬁ07%

‘ [

- rejected a permanent extension of the Emergency é'
Petroleum Allocation Act that would have rofled back
new oil to $7.50 and old oil to $4.25 (a CO$§gii;E//)
of $5.55) and allowed no increases. (See prict
discussion below). T

Although the bill does continue the Emergency Petroleum
Allocation Act for a period of 40 months the Conferees
agreed to major changes that would allow FEA to radically
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simplify the allocation and price control program and to
strong language in the Conference Manager's report instructing
FEA to dismantle the allocation program and as much of its
price controls as practicable soon as possible. This is
viewed as a major concession in that the Congress has been
unwilling, to date, to let FEA reduce the scope of its
regulatory program.

PRICING

The pricing provision adopted by the Conferees is the most
troublesome action of the Committee. Although it represents
considerable improvement over the pricing provision that went
to the Conference, it is not as good as that contained in the
President's 39 month program proposed in July.

The program establishes an initial composite price of $7.66
(compared to the current average of $7.95 if the fee were
removed) and allows the composite price to move up at 10%
per year under certain conditions and a greater percentage
under others. The pricing provision is described in
Attachment 1.

Compared to current controls with the fee removed, the
provision will lead to higher imports in the near term, but
lower imports than current controls beyond 24 months:

IMPORTS (MMB/D)

Now 12 mos. 24 mos. 36 mos. 40 mos.
Current
Controls 6.2 7.75 8.24 7.24 7.29
Conferency _
Energy Bill 6.2 7.98 8.48 ‘ 7.14 7.20

Compared to current controls, the average price of domestic
0il is as follows: )

PRICE ($/BBL.)

Now 12 mos. 24 mos. 36 mos. t{o mos.
Current 'M”’f/
- Controls 7.95 8.69 9.63 11.20 11.40
Conference

Energy Bill 7.66 8.43 9.27 11.00 11.39



-4-

If new oil were held at $5.25, the implied new oil cap
related to the beginning composite of $7.66 is $11.28 (the
maximum allowed within scope of the bills before: the
committee).

Although the pricing provision is marginal, it does set a
course towards decontrol. The major losses occur on the
demand side: consumption will be significantly higher from
the provision than from the 39 month program. On the supply
side, however, the provision is roughly equal to current
controls for the first 18 months, and then better thereafter.
The bill does provide adequate incentives to explore for new
0il, but less revenues to do so than the 39 month program.

OTHER PROBLEM AREAS

The bill contains a number of objectionable provisions that
the Administration could not get changed, including:

- GAO audits

The bill authorizes the Comptroller General to conduct
verification audits on its own or at the request of
any Congressional Committee with respect to the books
and records of persons who are required to submit
energy information or data to FEA, FPC and the
Department of Interior or of all integrated oil
companies. The provision is restricted, however, by
further authorization and appropriation requirements
for GAO to receive resources to carry out these
provisions.

- Coal Loan Program

A loan program of $750 million is authorized for small
coal producers. Restrictions on the loan program,
however, are similar to those contained in the Energy
Independence Authority.



FEDERAL ENERGY ADMINISTRATION

WASHINGTON, D.C. 20461

November 10, 1975

MEMORANDUM FOR THE PRESIDENT
14

FROM: FRANK G. ZARB
SUBJECT: OIl, DECONTROL LEGISLATICN
We have been working with staff and selected Mambers over the weekend.

Since the straight~out exemption of strippers gave some Members difficulty,
we have been discussing a somswhat alfl:ex_ent: approacn to get us generally
the same results. The "bottom-line” changss, which we are currently
discussing with the Conference Cocmmittee are attached.

We will continue to keep you advised of progress

Attachments
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AMENDMENT PROPOSAL

. g

(1) Delete Section 2(c) in current pricing policy. This
would eliminate the legislative requirement that the
import fee be removed, although the President would
stipulate to its removal upon the Conferees agreement
to an acceptable pricing provision.

(2) Amend Sec

1
\J

ion 4 to revise the Congressional review to
only on d1 ring the 40 month period and to limit the
review upward adjustment of the composite price to
the aqut ional 3 percent relating to enhanced recovery
andhigh cost properties. This would allow the GNP
deflator to continue throughout the 40 month period of
eonErolg.

O 0
"h )]

(1) Amend the existing pricing provisions in Section 1 to
allow for removal of Leftaln high cost future production
from calculation of the domestic average price. High
cost domestic crude production is defined as tertiary

recovery, o0il produced above the Artic Circle, certain
new high cost Outer Continental Shelf production and
marginal stripper well production. Under this amendment,
the amount of high cost production removed could be no
greater than 5% of total domestic crude production
beginning June 1, 1976 and rising to 10% after December 1,
1976, plus the total amount of Alaska crude oil produced
above the Artic Circle whenever it comes on line.
The high cost production exempted from calculation of
the composite price could not be sold at a price in
excess of the highest domestic price allowed under the
bill.

(4) Amend the current provision that allows the President to
submit proposal to increase the percentage inflator every
six months to every three months.

(5) Add a provision that requires the President t= test compliance
with the weighted average price constraint every six months
(to allow for data collection lags) and that allows for
carry forward of unused amounts, as well as rollbacks in
excess of the average.
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DOMESTIC COMPOSITE PRICE

($/bbl)
g =
S END OF
"
PLAN \\\\\\\\\ 1-1-76 12 mo. 24 mo. 36 mo. 40 mo
\ —— ——
Current Controls $8.75 $9.59 | $10.67 $12.46 $12.68
Original 39 mo. program TPk 8.96 10.7: 12. 91 13050
: . - e
New plan= 1535 *} .53 9.49 11.68 12432
. 2/
Conference Committee— T-55 8.31 9.14 10.05 10.38

@ -

o

4 ~ile : :
Y/ current Conference Committee provision with following chang

ess

5% of domestic oil production automatically removed from
composite calculation on June 1, 1976.

An additional 5% removed automatically from composite

calculation on January 1, 1977.

Alaska removed automatically from composite in 1978 when
it comes on line (e.g. oil thru the pipeline).

2 -
“Provision as approved by House and Senate Conferees on November 6.
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Noverder 10, 1975

MEMORANDUM FOR JIM CONNOR

FROM: FRANK G. ZARB

T would appreciate your getting this paper to the Presicent just as
soon as you can.

Thanks.

Attachment
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FEDLERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 2046

OFFICE OF THE ADMINISTRATOR

Novenber 10, 1975

i
;

MEMORANDUM FOR THE PRESIDENT | - - . | ' &
 FROM: FRANK G. ZARB . .
SUBJECT: OIL DECONTROL LEGISLATION S e

We have been working with staff and selected Members over the weekend:-
Since the straight-out exemption of strippers gave somz Members difficulty,
we have been discussing a somewhat different approach to get us generally
the same results. The "bottom-line" changes, which we are currently
discussing with the Conference Committee are attached. o

We will continue to keep you advised of progress.

ik (o
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AMENDMENT PROPOSAL

- . ey

(1) Delete Section 2(c) in current pricing policy. This
would eliminate the legislative requirement that the
import fee be removed, although the President would
stipulate to its removal upon the Conferces agreement
to an acceptable pricing provision.

(2) Amend Section 4 to revise the Congressional review toO
°  only once during the 40 month period and to limit the
oo - review of upward adjustment of the composite price to
' the additional 3 percent relating to enhanced recovery
andhigh cost properties. This would allow the GNP
deflator to continue throughout the 40 month period of
controls.

(3) &mend the existing pricing provisions in Section 1 toO
L allow for removal of certain high cost future production
from calculation of the domestic average price. High
cost domestic crude production is defined as tertiary
recovery, oil produced above the Artic Circle, certain
new high cost Outer continental Shelf production and
marginal stripper well production. Under this amendment,
the amount of high cost production removed could be no
‘greater than 5% of total domestic crude production
R beginning June 1, 1976 and rising to 10% after Decembar 1,
R . - 1976, plus the total amount of Alaska crude oil produced
“z 0 - above the Artic Circle whenever it comes on line.

The high cost production exempted from calculation of

the composite price could not be sold at a price in

excess of the highest domestic price allowed under the
- bill. - : :

(4) amend the current provision that allows the President to
) submit proposal to increase the percentage inflator every
six months to every three months.

(5) Add a provision that requires the President Iz test compliance
with the weighted average price constraint every six months
(to allow for data collection lags) and that allows for
carry forward of unused amounts, as well as rollbacks in
excess of the average. '
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DOMESTIC COMPOSITL PRICE

(§/bbD)

PLAN 1-1-76 12 mo. 24 mo. 36 mo. 40 moO.
Ccurrent Controls $8.75 $9.59 $10.67 $§12.46 $12.68
‘Original 39 mo. program 7.71 8.96 10.74 12.91 13.50
New plan®’ o 7.55 8.53 9.49 11.68 12.12
o 2 : '
Conference Committee=’ 7.55 8.31 9.14 10.05 10.38

l-/Currevnt Conference Committee provision with following changes:

a. 5% of domestic oil production automatically removed from
‘composite calculation on June 1, 1976.

b. An additional 5% removed automatically from composite
calculation on January l, 1977.

c. Alaska removed autbmatically from composite in 1978 when
it comes on line (e.g. oil thru the pipeline).

/. '
zProv1sion as approved by House and Senate Conferees on November 6.
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MEMORANDUM FOR THE PRESIDENT 3 M

17 T

FROM: FRANK G. ZARB gupo¥ A
THRU : ROGERS C.B. MORTON

\ /

SUBJECT: BIWEEKLY STATUS REPORT \ &/

Imports for the 4-~week period ending October 31 dropped
from 6.26 million barrels per day in the period covered
by the last biweekly report to 5.95 million barrecls por
day. This was 12.0 percent, or 810,000 barrels per day,
below the 1974 level and 888,000 barrels per day below
1973.

Demand for all products, at 15.81 million barrels per
day, was 19.6 percent below 1974.

Domestic crude oil production, which has dropped very
little in the past few months, is now at 8.32 million
barrels per day -- 3.4 percent below last year and
9.8 percent below the 1973 level.

Of the major products only motor gasoline demand, at
6.73 million barrels per day, is above last year (by
only 50,000 barrels per day). Demand for gasoline is
210,000 barrels per day above 1973, or 3.2 percent,
compared with the 9 to 10 percent which was expected
had earlier trends continued.
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‘Millions of barrels per day
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o For the & weeks ending October 31, total imports averaged 5.95

million barrels p
period ending October 17.

er day, down from 6.26 million barrels for the

This was 810,000 barrels per day (or
12,0 percent) below the 1974 level, and 880,000 below 1973.
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o Total apparent demand during the 4 weeks ending October 31 was
15.81 million barrels per day, 1,680,000 barrels per day (or 9.6

percent) below last year and 1,9

30,000 below 1973.
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- _ Figure 3 .
Apparent Demand for Motor Gasoline
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o Apparent demand for motor gasoline in the 4 weeks ending October 31
averaged 6.73 million barrels per deay, slightly above last year,
and 210,000 barrels per day (or 3.2 percent) above 1973.
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Millions of barrels per day
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Figure 4
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o For the 4 weeks ending October 31, apparent demand for residual fuel

This was 600,000 barrels per
day (22.0 percent) below last year, and 670,000 below 1973.

oil was 2.14 million barrels per day.

n = wp—



: Figure 5 ’ '
Apparent Demand for Distillate Fuel Qil
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o Apparent demand for distillate fuel oil for the 4-week period
ending October 31 was 2.53 million barrels per day, 480,000 barrels
per day less than last year and 400,000 below 1973.
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Domestic Crucde Qil Production
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0 Production of crude oil for the 4 weeks ending October 31, was 8.32
million barrels per day, according to API estimates, 3.4 percent and
9.8 percent below the corresponding 1974 and 1973 BOM figures.
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Cents per Gallon

Figure 7 e
Retail Prices
(Gascline, Home Heating, Residual Fuel Oi
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o Gasoline (no new data since last report).
o The national average price for heating oil sold to residential
customers during July was 37.6 cents per gallon, essentially >
unchanged from January 1974, but 2.4 cents per gallon higher
than the July 1974 figure.
o The national average price for residual fuel remained stable
during June at 27.6 cents per gallon.
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.. Figure 8
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