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THE WHITE HOUSE

FACT SHEET
ENERGY INDEPENDENCE AUTHORITY

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

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

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

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

BACKGROUND

= The Nation's energy situation continues to deteriorate:

--~ Dpmestic crude oil production peaked in 1970 and .
has declined by more than one million barrels per
day since then. Production 1s now at a nine-year
low. 4

-=, ; Oil lmports are about 37 percent of oll consumption

1 ¥ and are expected to rise to more than 50 percent of
consumption or 12 million barrels per day by 1985 if
no new actlons are taken.

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

-~  Natural gas production peaked in 1973, declined by
,8ix percent last year (the equivalent of over 230
'million barrels of o0il), and has dropped anather

8.5 percent during the first half of 1975, leading
to rising curtailments of service that threaten jobs
in many parts-of the country.

more
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-= Eleectric utility financial uroblews and regulatory
delays have in part resulted in the cancellation or
postponement of about three-fourths of all planned
nuclear plants and about one-third of all coal plants
previously scheduled for operation between now and

1985.

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

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

- == 3Some emerging technologies, such as-synthetic fuels

g from coal, shale oill, solar, and methods to use energy
more efficlently, have uncertaln economlics due to long
lead times and technological uncertainties, and con-
siderable risk if world oll prices drop. The Energy
Resources Council (ERC) synthetic fuels task force
concluded that a variety of. - Federal financial incen-
tives 1s needed to achieve any significant synthetilc
fuel production by -1985.

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

-~
e - e

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

A Federal role in filnancing and otherwlse supporting
projegts vital to the national interest is not unprece-
dentea, or unlque. For example, the Federal Government

has taken an active role in such areas as the Communications
Satellite Corporation (CCMSAT), crash commercialization of
new technologles such as synthetic rubber plants Iin World
War IL, and uranium enrichment.-

EIA Organlzation

T K -
The Energy Independence Authority will be a new government
corporation. A flve person Board of Directors will be appointed
by the President, subject to the advice and consent of the
ocenate. A member of the Board willl be designated by the Presi-
dent as its chairman and will be the chief executive officer of
the Authority. No more than three of the Board members may be
of any one political party. At the discretion of the President,
the members may serve either full-time or part-time. A limited
number of the Authority'’'s executives may be paid without regard
to executive branch salary limits, but the majority of the
Authority's staff will be within the Civil Service system.

»
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'EIA Ligquidation and Accountability

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

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

the Treasury. -

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

-

Financial Structure

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

The Treasury will purchase equity and the EIA will pay an annual
dividend on its outstanding_capital stock, but its Board could
defer such dividends 1if it -lhias no earned surplus or~if the )
Board determines that other uses of its funds in suppert of the-
goal of energy independence are more desirable. The EIA's
issuance of its securities, as well as loan guarantees or other
similar obligations which directly impact the capital markets

in a manner similar to government debt, will be subject to
approval by the Secretary of the Treasury as to the tliming,
method, soufce, interest rate, and other.terms and conditilons.
At the discretion of the Secretary of the Treasury, EIA's_
obligations ‘may be purchasid directly or channeled through the
Federal Financing Bank.

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

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

1

more
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The Energy Independence Authority could provide flnancing in
various forms including direct loans, loan guarantees, guarantees
of price, purchase and leaseback of facilitles, and the purchase
of convertible or equlty securities. EIA financlng will not be
available for projects which can be financed by the private

sector and to the extent practicable, will be in the form of
loans and loan guarantees.

The EIA's financial assistance will provide for the maximum
participation of private financlal institutions 1n projects.
Such assistance will be provided in ways that will not give
recipients undue advantage over competing firms. This will be
assured through minimum interest rate requirements and other

terms that will be required by the Authority before financing
1s executed. : .

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

control and operation of energy production facilitlies by the
Federal Government will be authorized.

Scope 'of EIA Investments

The Energy Independence Authority will concentrate on energy
projects deemed -critical to our natlonal energy objectives.

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

B ~

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

e Projects that would not be finance& withaout
government asslstance.

The specifle types of projects which the EIA could finance
would be 11mited to projects entalling commercialization of‘
- New technologles not yet in widespread domestic
commerclal operation either to support, produce
directly, transport, or conserve energy.

-

-— , ; Technologles essential to the production of nuclear
fpower

- Conventional or new -technologles for praoductlon and
transmission of electric power generated hy sources
other than oil or gas.

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

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

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

EIA could support projects that increase efficiency of energy
use and production of energy that involve new technologies not
yet commerclally proven. Projects ¢f unusual size or scope
could include new energy parks or major new pipelines for
transportation of o©il and gas.

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

New Federal Energy’ Regulatory Procedures ..

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

Although it would have no poner to override regulatory declslons
at any level of government.ocr.determine the ultimate fate of

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

Any Federal agency recelving such FEA certification of a project
will commence promptly all proceedings needed to reach a final
decision concerning the project and each Federal agency may gilve
such proceedings priority over other matters before it. The
leglislatlion makes it the intent of the Congress that all pra-
ceedings on these critical projects-hbe completed within 18 months
and requires that each Federal agency promulgate regulations
within .99 days to carry out the expediting actions contemplated
in the législation. :

In order to coordinate simplify, and expedite the processing

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

»
»
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NOT FOR RELEASE

Backgroﬁnd

Weren't some of the President's economic advisors against
this proposal? If so, why did he overrule them?

The President discussed this proposal with his economic

and energy advisors at great length and listened carefully

to all the views and arguments presented. There was general
agreement that a major new energy initiative was needed to
assure energy independence. There were views and concerns
over the impact of this proposal on the capital markets and
other issues, but that‘ls normal and was encouraged. The
President based his final dec151ons upon the p051t10ns and
arguments enunciated, after many vigorous dlscuss1ons. The
final proposal strikes an appropriate balance between our .
energy needs and the impacts of such a program on our economy.



We understand that a number of the President's advisors

and other distinguished economists have indicated that the
prlvate sector will be able to generage enough capital to
support energy development over the next decade. But even
assuming there is a need for additional capital for energy
financing,: won't EIA simply shift it from other ]ustlflable i
needs — such as hou51ng and schools?

The key thing to remember is that without adequate sources of
domestic energy we will never achieve our goal of energy

independence and we will remain extremely vulnerable to supply

cutoffs from foreign oil producers. We must, therefore, make
the necessary capital available to fulfill this critical need.
But energy investments will not represent such a large share
of total business investments so that other critical needs
such as housing go unmet.



EIA Organizétion

Won't the new chairman and chief executive officer in EIA
become the new energy czar with $100 billion worth of clout?
Will EIA replace the Federal Energy Administration?

No, the EIA legislation requires coordination of EIA activities
with members of the Energy Resources Council, and other agencies
designated by the President. Further, EIA's principal mission
is to facilitate the flow of capital into the energy sector,

not determine national energy policy. Finally, EIA's chairman
will report directly to the President, thereby insuring
coordination with our national energy policy.




What specific kinds of projects might be funded?

In the new technology area, one of our major efforts
could be in synthetic fuels such as coal gasification
and oil shale facilities.

In the nuclear power area, we may need enrichment

capacity to support fuel requirements. We may also

decide to support some experimental floatlng nuclear
power plants.

In other areas of electrical power,. we may intensify

the commercial development of geothermal electrical
power.

- Finally, major infrastructure projects, such as energy

parks or major pipeline systems, could be supported.




Do you intend to transfer your million—barrél—a-day
Syntehtic Fuels Program to EIA.

Yes. It is intended that EIA be the focal point of
the Federal effort to achieve that goal. As soon as

' we have the EIA in place, I would certainly urge the

Chairman and the Board to undertake such a program.

-



At the Hardware Convention in Chicago, the President made
a very strong statement for getting off the back of
private enterprise. And back in June, the President urged
the Congress to encourage private enterprise to get '
into the uranium enrichment business. Isn't your

EIA proposal a major reversal of policy in that it

will displace a good part of the commercial and -
investment banking industry?

No, EIA would only make those loans and investments _
that would not ordinarily be made by private industry.
Hence, it would complement, not displace, activity

by the private finance sector. Further, government
ownership is not generally contemplated, only govern-

. ment financing of private energy. facilities.

"



If it were included in the budget; what would be the
result?

Over the first seven years of its operation,
commitments of funds would range between $50-100

" billion, but actual expenditures would be substantially

less because construction will be stretched over many

years and the expense guarantees or price supports may
never be realized. However, it is important to recog-
nize that after the first several years a very signi-

ficant portion of these outlays will be recovered from
investment repayments. Because the corporation is

self-liquidating, outlays are not included in the
U.S. budget.

B ST




Financial Structure

The Brookings Institution has stated that adequate

+ capital will be generated through the 1980's only if

we get the Federal deficit under control. Won't EIA
increase that deficit and work against capital formation?

EIA"s activities will require new Federal funds in its
early years, but most if not all of its loans and

other commitments will be repaid in later years. On
balance, it should.not have a significant adverse effect
on capital markets and will attract needed capital to
areas which can't attract it now.

-

e



Q. How does your proposal differ from the Energy
Production Board proposed by Senator Jackson?

A. It differs in at least two significant ways. First,

. The EIA proposal preserves private enterprise, and,
as I understand Senator Jackson's proposal, under his
approach there is heavy emphasis on Government owner-
ship and government production of energy. Secondly,
the :EIA proposal would only include financing urgently
needed emerging technologies whose large-scale
commercial application is probable but not proven,
whereas Senator Jackson's proposal appears to have
the government compete in proven technology areas
where the private sector is effective now.

p



How do we keep the EIA from disrupting the capital markets°

The leglslatlon requlres the concurrence of the Secretary
of the Treasury in the timing, method, source, interest rate,
and other terms and conditions of EIA debt, loan guarantees

.and other EIA commitments which could interfere with the

Government's issuance of its own debt. In this way, we can
be assured that the condition of the capital markets will be
carefully con51dered.




How will the EIA be financed?

The EIA will have equity capital of $25 billion, and the
authority to issue and to have outstanding at any one time:
notes, debentures, bonds or other obligations of $75 billion.
The Treasury will purchase equity and the EIA will pay a
dividend on its outstanding capital stock, but its Board
could defer such a dividend if it has no earned surplus, or
if the funds could be more profitably used to achieve energy
independence. EIA's debt may be purchased, at .the discretion
of the Treasury Secretary or channeled through the Federal
Financing Bank.



Q. What financial mechanisms will the EIA use?

A. The Energy Independence Authority could utilize direct loans,
loan guarantees, guarantees of price, purchase and leaseback
of facilities, and the purchase of convertible or equity
securities. To the extent practicable, financial assistance
will be in the form of loan guarantees, rather than equity

investment, and will provide for the maximum private involve-
merrt in financing. ‘

.



How does this proposal differ from New York's Urban
Development Corporation? Will this be another failure?

There is a major difference between urban rental housing

and energy development. The EIA legislation as proposed
will contain adequate safeguards and audits to require sound
financial and investment management. Moreover, the EIA
obligations will be backed by the full faith and credit of
the United States yhich will assure full investor confidence.



Scope of EIA Investments

What kind of projects will the EIA fund?

The EIA will concentrate on the following types of projects:
° New technologies not now in widespread domestic
commercial operation either to support dlrectly produce,
transport, or conserve energy. .

‘Technologies essentlal to the production of nuclear power.

"Production and transmission of electric power generated
by non-oil and gas sources.

Conventional technologies if they are directly related to
production or transportation of energy, and are of such size
or scope that they would not otherwise be financed by the
private sector, or represent institutional or regulatory
arrangements which are not in widespread use.

R e



Q. Aren't you treating the symptom of "capital need" rather
than the root cause of "uneconomic rates of return" to energy
companies? Isn't the real key to getting nuclear power going
the assurances that utilities have reasonable earnings? How
does EIA address that question?

A. The EIA directly attacks the earnings problems of utilities
by requiring that a rate covenant be signed by utilities,
State regulatory commissions, and the EIA before financial
assistance can be provided. This covenant provides for rate
relief to ensure adequate earnings to cover EIA's investment
and assure that future capital can be attracted from the
private sector.



Other Regulatory Authorities

It is our understanding that the FEA will have a significant
role in administering the EIA program. Can you give us the
details? _

FEA will not be directly involved in the financing activities
of EIA. 1In order to coordinate, simplify, and expedite the
processing of applications to construct, license or review'
energy .projects, the FEA, in cooperation with all relevant
Federal approval process. The authority to approve or
disapprove applications for energy projects will remain in
those Federal agencies required by the law to consider such
projects. However, the FEA would be authorized to develop a
single composite application that will be the sole application
required for Federal approval prior to commencement of a
project.




But if\that is so, won't EIA be taking on bad investments
because they are so risky that private enterprise won't touch

them? Doesn't this insure that EIA will lose money —-- and
lots of it? '

Some investments are profitable but simply too.large for - -
the private sector to handle alone. EIA would be able to
assist in financing thesé large investments. Moreover, many
investments are inherently sound, but because of their long
lead times the private sector will not participate because the
risks are too great. Again, EIA would be able to minimize

the risks by guaranteeing these long term investments.
Finally, I think most would acknowledge that in a somewhat
analogous area, Government guarantees of home mortgage 1loans,

programs of assistance have been quite successful.



EIA Legislation




A BILL

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

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

Be it enacted by the Senate and House of Representatives

of the United States of America in Congress assembled, That

this Act may be cited as the "Energy Independence Authority

Act of 1975".

Title I. Findings and Purposes

Section 10l1. Findings.

The Congress finds and declares that:

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

maintenance of national security.



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

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

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

regulatory or licensing entities.

Section 102. Purposes.

It is the purpose of this Act:

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

to the development of domestic sources of energy or which

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

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

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

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

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

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

to provide financial assistance for projects that will



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

undertakings.

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

Section 201. Establishment.

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

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

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

Section 202. General Powers.

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

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

(b) To make contracts with individuals and private or

governmental entities;

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

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

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

(f) To represent itself or to contract for representa-

tion in all judicial and other legal proceedings notwithstanding

the provisions of Title 28 of the United States Code or any
other provision of law;

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

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

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

(j) To exercise all other lawful powers necessarily or

reasonably related to the establishment and conduct of a



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

(k) To use the United States mails on the same terms
and conditions as the executive departments of the United
States Government; and

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

this Act.

Section 203. Subsidiaries.

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

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

shall grant authority for a Subsidiary to engage in a

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

(c) Any provision of this Act which limits or restricts

the functions, powers or financial commitments of the Authority

shall be deemed to apply to each Subsidiary.

(d) For the purposes of any provision of this Act
which relates to the financial condition of the Authority,
the Authority and the Subsidiaries shall be treated on a
consolidated basis in accordance with generally accepted
accounting principles. All reports, including audits,
relating to the Authority which are required under this Act
shall include all Subsidiaries.

(e) The functions and powers of every Subsidiary shall
be set out in a charter which shall be valid only when
certified copies thereof are filed with the Secretary of the
Senate and 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 Subsidiary shall have a term of existence
beyond the authorized life of the Authority.

(f) The Directors of the Authority shall serve as the
Directors of each Subsidiary and the Chairman of the Board
of the Authority shall serve as the Chairman of the Board of
each Subsidiary, and neither the Chairman nor the Directors

shall be entitled to compensation for their services to a



Subsidiary except as provided in Section 501 of this Act.
assistance as that term is defined in Section 301 of this

The provisions of subsections (b) through (f) of Section 502
Act) which engages directly in the production, conservation,

of this Act shall be deemed to apply to each Subsidiary,
transportation, transmission, distribution or sale of energy,

provided that any provision of such subsections which limits
fuels or energy-related commodities, facilities or products,

the number of any category of officers or employees shall be
shall be subject to taxes imposed by the United States or

deemed to apply to the Authority and all Subsidiaries taken
any State or subdivision thereof in the same manner as 6

collectively. Officers and employees of a Subsidiary shall
such entity or activity were not acquired, established or

have the same rights and liabilities as officers and employees
undertaken by the Authority.

of the Authority under this Act.

(g) Nothing in this section shall be deemed to prevent
Title III. Financial Assistance

the Authority from investing funds of the Authority in

corporations other than Subsidiaries.
Section 301. General Definitions.

. As used in this Act: (i) the term "business concern"
Section 204. Tax Status.

shall mean any individual, corporation, company, association,

The Authority, its franchise, capital, reserves,
firm, partnership, joint venture, society, or other private

surplus, and income shall be exempt from all taxation now or
; ' entity which is engaged, or proposes to engage, in projects
hereafter imposed by the United States, by any territory,
involving energy development, production, transportation,

dependency, or possession thereof, or by any State, county,
transmission, distribution or conservation, and (ii) the

municipality or 1local taxing authority; except that: (i)
term "financial assistance" shall mean any form of advance,

any real property owned in fee by the Authority shall be
extension of credit, investment, participation or guarantee,

subject to State, territorial, county, municipal, or other
including, without limitation, loans, guarantees of obligations,

local taxation to the same extent, according to its value,
guarantees of price, purchase and leaseback of facilities,

as other similarly situated and used real property, without
and the purchase of convertible or equity securities, but

discrimination in the wvaluation, classification or assessment
excluding grants-in-aid.

thereof, and (ii) any entity acquired or established, or

activity undertaken, by the Authority (except financial
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Section 302. Authorization of Financial Assistance.

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

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

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

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

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

(2) employ, or would stimulate the application

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

(3) employ, or would stimulate the application

of, technologies, processes or techniques for the

generation of electricity from fuel sources other than

0il or natural gas or for the transmission of such

electricity; or

(4) employ technologies, processes or techniques

for the development, production, transportation or

transmission of energy which at the time of the Authority's

commitment of financial assistance are in widespread

domestic commercial use, provided that such project is

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

undertaken without the assistance of the Authority, or

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

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

(1) through (4).

% 0

Section 304. Limitations on Provision of Financial
Assistance.

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

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

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

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

(c) The Authority may provide financial assistance for

a project conducted by a business concern whose rates are
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regulated by any state or local regulatory body only if: (i)
the state or local regulatory body regulating such rates has
issued a certificate of necessity for the project as prescribed
by the Authority and (ii) such state or local regulatory
body, the business concern so regulated and the Authority
have entered into a three party agreement which shall

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

of any rate changes during the preceding twelve months, and

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

-

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

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

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

capital stock or borrowing level pursuant to section 311.

Section 305. Loans Made by the Authority.

Each loan made under this title shall bear interest at

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

may be made or effected either directly or in cooperation

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

Section 306. Loan Guarantees Made by the Authority.

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

Any guarantee made by the Authority under this

section shall not be terminated, canceled or otherwise
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revoked, except in accordance with the terms thereof; shall
be conclusive evidence that such guarantee complies fully
with the provisions of this Act and of the approval and
legality of the principal amount, interest rate, and all

other terms of the securities, obligations, or loans and of
the guarantee; and shall be valid and incontestable in the
hands of a holder of a guaranteed security, obligation, or
loan, except for fraud or material misrepresentation on the
part of such holder. Prior to issuing any such guarantee or
making any other type of commitment to provide financial
assistance which would have substantially the same legal
effect and substantially the same effect on the market for
United States government obligations as a guarantee by the
Authority, both as determined by the Secretary of the Treasury,
the Authority shall obtain the concurrence of the Secretary

of the Treasury as to the timing and substantial terms and
conditions of such guarantee or commitment. The Authority
shall be subrogated to the rights of any third party receiving
payments of interest or principal out of funds provided by

the Authority under a guarantee arrangement authorized

hereunder.

Section 307. Limitation on Total Amount of Financial Assistance.

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

to borrow under Section 402 of this Act.

Section 308. Limitation on Certain Types of Financial
Assistance.

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