The original documents are located in Box 35, folder “12/22/75 S622 Energy Policy and
Conservation Act (2)” of the White House Records Office: Legislation Case Files at the
Gerald R. Ford Presidential Library.

Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United
States of America his copyrights in all of his unpublished writings in National Archives collections.
Works prepared by U.S. Government employees as part of their official duties are in the public
domain. The copyrights to materials written by other individuals or organizations are presumed to
remain with them. If you think any of the information displayed in the PDF is subject to a valid
copyright claim, please contact the Gerald R. Ford Presidential Library.

Exact duplicates within this folder were not digitized.



Digitized from Box 35 of the White House Records Office Legislation Case Files
at the Gerald R. Ford Presidential Library

Calendar No. 181

9412 CONGRESS

REPORT
1st Session } SENATE No. 94-179

AUTOMOBILE FUEL ECONOMY AND
RESEARCH AND DEVELOPMENT
ACT OF 1975

REPORT
together with
ADDITIONAL VIEWS

OF THE

SENATE COMMITTEE ON COMMERCE
ON

S. 1883

TO CONSERVE GASOLINE BY DIRECTING THE SECRETARY

OF TRANSPORTATION TO ESTABLISH AND ENFORCE MAN-

DATORY FUEL ECONOMY PERFORMANCE STANDARDS

FOR NEW AUTOMOBILES AND NEW LIGHT DUTY TRUCKS,

TO ESTABLISH A RESEARCH AND DEVELOPMENT PRO-

GRAM LEADING TO ADVANCED AUTOMOBILE PROTOTYPES,
AND FOR OTHER PURPOSES

U.S. GOVERNMENT PRINTING OFFICE
38-010 WASHINGTON : 1975




CONTENTS

Page
¢y o o e aar et Summary and purpose 1
) s ’ ) ) S G Background and need 2
' . A Description 3
Title I—Automobile fuel economy. 3
Titte II—Automobile research and development 5
Analysis of the issues i3
- A Is there a need for mandatory fuel economy standards?._.__.___.__ 6
B. Is the fuel economy goal for model year 1980 reasonable?_________ 9
C. Other issues 11
D. Is the fuel economy goal for model year 1985 reasonable?__._____ 12
L E. How does the emission of sulfates and sulfuric acid mist by
eatalytic converter-equipped cars affect the feasibility of the
oposed 1980 and 1985 fuel economy goals?. 12
F. What will be the impact of fuel economy standards on the avail-
ability of large cars required because of family size or for
towing purposes? - 14
G. Is there need for a strong Federal role in automotive research
and development . 14
(a) Wankel spark-ignition engine 16
(b) Stratified charge engine .16
(c¢) Diesel engine. 16
(d) Gas turbine engine 16
¢(e) Rankine cycle engine. 16
(f) Stirling cycle engine 17
(g) Battery-powered electric vehicle 17
3 ¢h) Hybrid engine. 17
. Legislative history. 17
Section-by-section analysis 18
A ' Title I-——Automobile fuel economy. 18
o Title II-—Automobile research and development 26
N Changes in existing law 34
' o , Estimated costs 34
o : e Record votes in Committee. 35
yooo e A Text of S. 1883, as reported 36
L > ; Ageney. eomments - 60
Additional viewse .o e 63

(I



Calendar No. 181

94rm ConGrEsS - | SENATE | { RierorT
13t Session : No. 94-179

AUTOMOBILE FUEL ECONOMY AND RESEARCH
~ AND DEVELOPMENT ACT OF 1975 3

JUNE 5, 1975 —Ordered to be printed

Mr. MacNuson, from the Committee on Commerce,
submitted the following

REPORT

together with ‘
ADDITIONAL VIEWS
[To accempanyfs. 188371

The Committee on Commerce, having considered on original bill
(S. 1883) to comnserve gasoline by directing the Secretary of Trans-
portation to establish and enforce mandatory fuel economy perform-
ance standards for new automobiles and new light duty trucks, to
establish a research and development program leading to advanced
automobile. prototypes, and for other, purposes, reports favorably
thereon and recommends that the bill as reported do'pass. =~ =

Summary aNp PURPOSE

The bill amends the Motor Vehicle Information and Cost Savings
Act by adding two new titles as describéd below: - I

1. The new title V of the Motor Vehicle Information and Cost
Savings Act would establish a mandatory fuel economy standards
program within the Department of Transportation. The 1980 goal
of the program would be to increase by 50 percent over 1974 models
the average fuel economy of new passenger automobiles manufactured
for sale in, or imported into, this country. A 100-percent improvement
would be the goal for model year 1985. The Secretary of Transporta-
tion would be authorized, with the consent of Congress, to adjust the
1980 and 1985 goals up or down to the maximum feasible levels. A
mandatory fuel economy standards program would also be estab-
lished for light duty trucks, but light duty trucks would not be subject
to the 50- and 100-percent improvement goals for model years 1980
and 1985. Standards for these vehicles would be set by the Secretary
of Transportation at maximum feasible levels.

38-010 1
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The standards would apply to a manufacturer’s average annual
prothiction, leaving the manufacturer maximum flexibility to meét
the standards. Civil penalties would be imposed on manufacturers who
fail to achieve these standards, but these penalties could be waived
or modified. A fuel economy labeling program for new cars and new
light duty trucks would also be required.

2. The new title VI of the Motor Vehicle Information and Cost
Savings Act would create an automotive research and development
program within the Department of Transportation (coordinated with
the Energy Research and Development Administration (ERDA))
to develop production prototypes of advanced automobiles which
would have high fuel efficiency while complying with Federal
requirements with respect to emissions, safety, and any other require-
ments. This program is designed to develop from the ground up auto-
mobiles that meet all government requirements in the most economic
way. The present approach of government performance regulation
and industry patchwork response would be replaced by a systems
approach to the development of a car of the future.

BAackeroUND AND NEED

The United States is a Ndtion that relies heavily on petrolenm, con-
suming more than 17 million barrels a day, or more than 6 billion bar-
rels a yvear. At presemt, more than one-third of this oil is imported,
representing an annual.outflow of more than $25 billion. A significant
fraction of these imports, roughly 20 to 25 percent, is from the Arab
nations of the Middle East. Increasing our dependence on the Middle
East for oil, which. seems inevitable if current consumption patterns
persist. is an open invitation to use that oil as a political weapon. We
bave already experienced one embargo, and not-so-veiled threats of a
second embargo have recently been raised by some Arab spokesmen.
- Of .equal concérn is the fiscal drain on the American economy
created by high-priced oil imports and the resulting outflow of U.S,
dollars. This drain has contributed to the highest rate of inflation in
decades, helped tip us into the present recession, and is now interfer-
ing with the recovery from that recession. These pressures are felt by
many other nations as well. T : -

.- 'While the débate over many aspects of national energv policy con-
tinues, there is agreement that energy conservation must be a key ele-
ment of that policy. The issue is, thus, not whether to save energy, but
how best to-do it: - et o o

' The automobile stands out as the single largest end user of petro-
leum, accounting for nearly 40 percent of present consumption. This
amounts to. approximately 6.5 million barrels a day, equal to the
amount of oil we are presently importing from other countries. His-
torically, gasoline consumption by automobiles has grown at an aver-
age annual rate of 4.9 percent, corresponding to a doubling of gaso-
line demand every 14 years. The improvements in fuel economy called
for in S. 1883 will lead to an overall reduction in gasoline demand
and, within a few years, save consumers billions of dollars in gasoline
costs. L : ~
Clearly, the automobile has been a major influence on 20th century

-
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America. The mobility it offers has shaped our economy, determined
where and how we live, and it has become almost a necessity for most
Americans. At present, there are more than 100 million automobiles
registered in the United States. ‘ ‘ ‘

Not only is the automobile the prime user of petroleum, it is also
a major contributor to accidental death, air pollution, and resource
depletion. While no one doubts- that automobiles will remain an
mmportant element in our national life for many years to come, it is
also clear that significant changes must occur in the way Americans
use energy, and no area requires more careful attention than the
automobile. Mr. John R. Quarles, Deputy Administrator of the En-
vironmental Protection Agency, described the situation very well
when he stated: “If we are unwilling to face up to the problem of
the automobile, we might as well forget about the goal of energy
conservation.” o , ”

Facing up to the problem of the automobile means, at the very least,
providing the technological base now for mass producing of cleaner,
safer, and more fuel efficient cars in the 1980s and beyond. In this
context it 1s important to note that the President recommended only
$10 million for automobile research and development in fiscal vear 1976
within ERDA. This contrasts sharply with-the $38 million budgeted
for NASA to reduce the fuel consumption of aircraft. Aiveraft pres-
ently use less than one seventh of the amount of our liquid fuels that
automobiles.do. .- o —— ;

The President’s recommendation glso stands in sharp contrast to
the Congressional Energy Program’s cal] for A intensive research
and development effort designed to develop production prototypes of
low-polluting, energy-efficient automobiles. that meet required safety
and emission standards. The Congressional Program would be funded
at a level of several hundred million dollars over the next few years.

- Finally, while both the President and the Democratic Policy Com-
mittees of the House and Senate have called for fuel economy gains
by 1980, the President’s program wounld rely on voluntary sction by
the auto industry to achieve a 40-percent.improvement over 1974 levels.
The Congressional Energy Program recommends a mandatory fuel
economy improvement program, with its much greater certainty of
fuel savings, and calls for at least a 50-percent fuel economy improve-
ment-by 1980. ‘ B B

¥

| Descrreriox .
~ TITLE I—AUTOMOBILE FUEL ECONOMY
1. FUEL ECONOMY STANDARDS

.T}le ;Secret@ry of Transportation is directed to establish yearly
minimum national. fuel economy performance standards, applicable
to each manufacturer’s average production of new automobiles or
new light duty trucks, as appropriate. The standards would apply to
model vears 1977 through 1985. , ' ; T

Standards for automobiles would be set to achieve at least a 50-per-
cent improvement in the industrywide new. car fuel economy average
by model year 1980 relative to 1974 models '(i.e., at least 21 miles per
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gallon, based on the 1974 new car fuel economy average of 14 miles
per gallon), and at least a 100-percent improvement by model year
1985 (i.e., at least 28 miles per gallon). If the Secretary of Transpor-
tation finds that these goals should be modified because they cannot
reasonably be attained, or could reasonably be made more stringent,
the Secretary is authorized to modify these goals. Such modified goals
would take effect 60 days after notification of the Congress, subject
only to a resolution of disapproval by either House. B ‘

Light duty trucks would not be subject to the 50- and 100-percent
improvement goals, but would be subject' to minimum average fuel
economy performance standards set for each model year at the maxi-
mum feasible level by the Secretary. 3 )

Each manufacturer (including an importer) is requireéd to produce
automobiles or light duty trucks, as appropriate, which on the average
conform to or exceed the applicable fuel economy performance stand-
ard specified for each model year. Each indjvidual automobile or light
doty truck would not be required to meet the standards, ’only the
average of all automobiles, or light duty trucks, as appropriate, pro-
duced by the manufactuyrer. Thus, automobile manufacturers would
be given maximum flexibility to vary the mix of small and large cars
and introduce technjcal improvements in order to measure up to
the  standards, h v

If a manufacturer failed to meet the required average fnel economy
standard, the manufacturer would be liable for civil penalties of from
850 to $100 per automobile or lght duty truck, as appropriate, for
each mile per gallon, or fraction thereof, by which the average fuel
economy of automobiles or light dutvy trucks manufactured or im-
ported fell short of the applicablestandard. .

The Secretary could waive or modify a civil penalty (a) to the ex-
tent necessary te. prevent inselvency or bankruptcy of a manufacturer;
(b) when acts ‘c&f God, fires, or strikés prevent the attainment of an
applicable fuel geononiy standard; (¢) to prevent the substantial
Jessening of comipetition within the automobile or light duty truck
industries: (d) when a manufacturer demonstrates to the Secretary.
that if such & nenalty were paid the manufacturer woiild lack sufficient
capital and the abilitv to attract sufficient capital to manufacture
automobiles or light duty trucks, as appropriate, that would meet
future fuel economy standards at compatitive prices; and (e) ‘when
a. manufacturer demonstrates to the Secretary that despite a good
faith effort, the manufacturer failed to meet the apvlicable fuel
economy standard by reason of an unanticipated sales mix.

2. FUEL ECONOMY LABELING AND ADVERTISING

Tach manufacturer would be reanired to affix in a prominent place
on each new automobile or new light duty truck, as appropriate, a
sticker indiceting the fuél economy which a purchaser could expect
from such automobile or light duty truck, and the estimated average
annual fuel costs associated with the operation of such vehicle, Infor-
mation regarding fuel economy and average annual fuel cost would
have to be eontained in designated types of advertising by direction of
the Federal Trade Commission.

-
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3. RELATIONSHIP TO STATE LAWS

States or political subdivisions could not adopt standards for fuel
economy or fuel economy labeling and advertising which are incon-
sistent with the provisions of this Act. '

4. REPORT ON 55 MPH SPEED LIMIT

The Secretary is directed to prepare a report on the 55 mph national
maximum speed limit now in effect. The report, to be completed within
180 days of the enactment of this Act, would include an examination
of the extent of compliance, potential gasoline savings, and the
feasibility of requiring the installation of speed-limiting devices on
all new automobiles, new light duty trucks, and other new motor
vehicles. R *

* 5. REPORT ON MILES-PER-GALLON METERS ,
- The Secretary is required to report within 180 days on the feasi-
bility of a requirement that each new automobile and 11 ht duty truck
be equipped with a fuel flow instrument reading direct%y in miles per
gallon to make it possible for the cost-conscious motorist to modify
his or her driving patterns to get better fuel economy. ' :

TITLE II—AUTOMOBILE RESEARCH AND
S DEVELOPMENT -

1. ADVANCED -AUTOMOBILE PROTOTYPES

Title II contains an automotive research and development program
similar to that included in the National Fuels and Energy Conserva-
tion Act passed by the Senate in the 93d Congress. It would establish
within the Department of Transportation, in coordination with
ERDA, a program to develop production prototypes of advanced auto-
mobiles which represent.the maximum practicable fuel efficiency at-
tainable, consistent with environmental, safety, and damageability
requirements. Under this program, the Secretary of Transportation
would be authorized to provide up to $175 million for DOT in-house
programs and contract funds, and to guarantee loans (up to $175 mil-
lion total indebtedness) to support research and development pro-
grams likely to contribute to the development of advanced automobiles,

2. VEHICLE CERTIFICATION BOARD

The Low-Emission Vehicle Certification Board would be authorized
to issue or deny certification of demonstration vehicles. The Board, in
conjunction with the General Services Administration, would estab-
lish a system of guidelines for Federal Agency procurement and use
of automobiles so certified. ,

: 3. PATENTS

The patent section is essentially identical to that in the Federal Non-
Nuclear Energy Research and Development Act of 1974, except for
the addition of mandatory licensing of background necessary to im-
plement the technology developed under this Act.

8. Rept. 179, 9412
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AxaLnysis oF THE IsSUES
A, I8 THERE A NEED FOR MANDATCORY FUEL ECONOMY STANDARDS ?

The goal of this legislation is to make available to the American
public the most fuel efficient new-car fleets compatible with safety,
damageability, and emission standards. Mandatory standards for aver-
age new car fuel ‘economy will provide a far greater degree of cer-
tainty with tegard to fuel savings than fuel taxes, taxes on cars, or
any other policy currently being assessed: At a time when U.S, oil im-
ports are approaching 40 percent of consumption, such certainty must
be considered essential: Calculations by DOT of the likely impact of
the fuel économy standards mandated by S. 1883 indicate that 225.-
000 barrels per day of petroleum could be saved in 1977 relative to
1975. These savingswould increase to 780,000 barrels per day by 1980,
and to more than 2,000,000 barrels per day by 1985, This latter figure
is roughly ohe-third of éitrrent imports and representsian annual siv-
ings of over $8 billion at current prices. It also represents approxi-
mately the entire flow 6f oil expetted from the Alaska Pipeline. These
fuel‘shvings would intrease even more in the period beyend 1985, and
would be considerably greater if historic growth patterns for gasoline
consumption persist. | L ’ R

The fuel economy standards approach adopted in this legislation
leaves maximum flexibility to the mannfacturer to meet the standards.
This should result in a more diverse product mix and wide consumer
choice. In meeting the fuel economy standard applicable to any given
model year, one manufacturer could choose new technology, another
could choose to shift more rapidly to lighter weight vehicles, and still
another coyld chopse some combination of the two. N

" A qiestion raised” at the hearings ‘was whether the fuel economy
improvements required by the bill could be achieved -via voluntary
action By the automobile industry. The President has called: for such
a voluntary fuel economy itnhprovement program. Unfortunately, the
President’s program has several deficiencies : ’ i

“(a) Tt calls for only a 40-percent fuel economy improvement in
model year 1980 relative to 1974; reducing the firel savings that could
be attainetl through S. : This reduction would amount to 55 mil-
Jion barrels in 1980 and to at least 100 million barrels in 1985. (b) The
President’s program would unnecessarily freeze automobile emission
standards for the next 5 years at current California standards for
hydrocarbons and élirbon monoxide; and at the current 49-state stand-
ard for nitrogen oxides. This freeze would ostensibly be imposed in
order to meet the fuel economy improvement target. Technical data
available to the Committee clearly refutes the need for such a freeze.*
(¢) The so-called agreements provided to the President by the auto-
‘makers ate highly qualified, and legally tnenforceable. -~

The voluntary approach thus offers at best a lower level of fuel sav-

ings in exchange for a higher level of pollution. In fact, there is no

_1Ree, e.g, Potentiol for Motoy Vehicle Fuel Economy Improvements: Report to the
Congress, U.S. Department of Transportation and the U.8, Environmental Protection
Agency, October 24, 1974: Potentiel New Car Fuel Economy, U.S. Federal Energy Ad-
mintstration, November 1874 ; Hearings before the Committee on Commerce, SRerial No, 93~
128, pn. 77-100, 830-352 ; Hearings before the Committee on Commerce, Serial No. 94-8,

v, 304—308;
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basis for believing Congress will freeze automobile emission standards,
and therefore the voluntary approach does not represent any commit-
ment at all by the industry. ,

Despite the overwhelming need to achieve maximum energy savings,
there is no certainty that the voluntary actions of the auto industry
will achieve the required goals. Some examples of past auto industry
performance might serve to explain why the Committee has thought
1t unwise to follow President Ford’s voluntary approach in this crucial
energy conservation area.

1. During 1972 and 1973, the Environmental Protection Agency
initiated proceedings to determine if relief was to be granted to the
automobile manafacturers from the original statutory emission stand-
ards for 1975 automobiles. Without exception, each of the major auto-
makers characterized the catalytic converter (the device chosen to meet
the standards) as deplorable technology. In fact, in April 1973, Gen-
eral Motors testified that “the prospeet of an unreasonable risk of
business catastrophe and massive difficulties with these vehicles in
the hands of the public must be faced.” GM warned that conceivably
a complete stoppage of the entire produetion could occur with a “dis-
tinct possibility of varying degrees-of interruption with sizable dis-
locations.” : S e L

Yet, after EPA had made its decision to require catalytic converters
in 1975 in large numbets, GM made what appears to be a complete
about-face. In testimony. before the, Senate Public Works Commit-
tee on November 5, 1973, Edward Cole, then president of GM, urgedﬁ
the Committee to retain emission standards s_uﬁi@ent 10 | réqitire
catalytic converters in substantial dégree. GM’s sudden enthusiasm for
catalytic converters apparently was justified as 1975 model automobiles
now get some 14 percent better fuej economy than 1974 models, with
increased emission control as well. -

2. In the early 1960’ California had a law which stated that as'soon
as two emission control devices were certified, installation was manda-
tory in the next full model year. In 1964 two devices were certified,
but two of the major U.S. automakers told California they wouldn’t
be able to install such devices before model year 1967. California in-
sisted on compliance with its law and emission control devices were
successfully installed on model year 1966 cars. - = v

Another reason for rejecting the Administration approach isthat it
does not demand high enough levels.of conservation. A mumber of
studies, including those of A. D. Little, DOT/EPA. and the FEA
have all indicated that a 40 percent and more new car fuel economy im-
provement can occur by 1980 with little or no delay in implementation
of presently mandated environmental and safety. standards. The auto-
mobile industry’s position has been that it can make a 40 percent im-
provement by 1980, but only with a 5-year moratorium on environ-
mental and safety standards. - - SRR : Co

The same story can be told with regard to almost every other re-
quirement that has been placed on U.S.-made antomobiles. Clearly,
more can be done than the auto industry has been willing to agree
to do voluntarily or concedes can be mandated. o :

The auto industry may also perceive economic disincentives in pur-
suing a voluntary.program too diligently. This is because, historically,
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the biggest and least fuel efficient cars have been associated with the
largest profits. The situation was summarized as follows in an article
which appeared in the Consumer Guide 1974 Car Preview:

Like the other auto makers, Ford is anxious to keep sales
of its big cars at peak levels. Big cars are where the money is
made. Estimates indicate that an auto manufacturer makes a
profit of from $200 to $250 on each big car sold. As the size
of the car, and its sales price gets smaller, the profits shrink
too. Small cars such as the Pintos and Mavericks bring in an
income of about $100 to $150 per unit. With this spread in
profitability, it is no wonder that the auto companies continue
to boost their big cars in the face of the small-car revolution.
‘Ford has done a better-than-average job in keeping a favor-
able balance between the big and small cars it sells. While
it has been making news with the introduction of the Pinto,
Maverick, and Mustang, Ford’s LTD’s, Marquis, and Mark
IV’s have been strong in the sales rankings too. This is in
contrast to Chrysler and American Motors, where the smaller
“cars have taken a much larger shars of company output, and
a8 a result decreased profits these companies might *Eaveex-
perienced had bigger products been pushed harder.

Thus, while there hag been some movement toward better mileage,
whether it will be given a high eﬁpuigh priority year after year, lies
at the heart of the need for this legislation. This concern was cited by
several witnesses before the Committee, including people with intimate
knowledge of the automobile industry, such as Leonard Woodcock,
president of the United Auto Workers. In his March 13, 1975 pres-

entation to the Comniittee he stated: .

For too many years the UAW has pointed out that the
big three auto companies have followed a marketing strategy
based on cars that are too large, too expensive, and that use

‘toomuch fuel, We urged that policy bechanged. S

-‘However, these manufacturers preferred to pursue short-
term: profit’ maximization, and paid little attention to the
real needs of the American publie, including environmental
and conservation considerations. QOccasionally, short-term
goals have resulted in greater emphasis on fuel economy,
especially by producing smaller cars, and the present concern
over gas consumption may have precipitated such a period.

In the past, such activities have been short-lived—the
“small” cars get progressively bigger and heavier, the only
reduction is in fuel economy, so that now we cannot rely upon .
mere assurances, or voluntary commitments, from these com-
panies, Federal fuel economy requirements are meeded in
order to assure that national fuel conservation goals will be
met. (Emphasis added.) '

Another person with intimate knowledgs of the industry, Dr. Peter
Huntley, vice president of Orshansky Transmission Corporation,
stated in a written submission to the Committee :

Our close contact with the automobile industry over a num-
ber of years has brought us to the conclusion that a significant
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reduction in gasoline demand can only be attained by means
of legislation.
In addition, market forces to which the industry says it is responding
may not be strong enough to bring about the necessary fuel conserva-

tion which a national energy policy demands. Experience has shown.

that public reaction to higher gasoline prices has not been sufficiently
strong to persuade the auto industry to make an all-out effort to mar-
ket fuel-efficient automobiles. Although data is sketchy, DOT has
estimated that a 24-cent increase in gasoline prices by 1980 will increase
the fuel economy of new cars by only 0.3 miles per gallon in that model
year. Thus the cross elasticity between gasoline prices and the fuel
economy of new cars is very low, and confirms the fact that lifetime fuel
costs still have too little effect on consumer automobile purchasing
decisions.

Finally, it seems clear that in the absence of alternatives, people will
continue driving their cars, and the time to achieve gasoline savings is
when the ear 'is%uilt, Without mandatory fuel economy standards the
United States will become more vulnerable in the future than in the
past as U.S. oil resources peak out and decline in annual production.
The establishment of fuel economy standards for the next 10 years cre-
ates the necessary climate for investment in automotive technology
leading to substantial energy conservation. ' " ‘

B. IS THE FUEL ECONOMY GOAL FOR MODEL YEAR 1980 REASONABLE?

Automakers frequently point out that “emission control reduces fuel

economy.” However, as EEA points out in their February 1975 report

entitled “Automobile Emission Control—The Technical Status and

Outlook As of December 1974.”: .
Acceptance of such a cliche ag an indisputable fact could

- lead to erroneous conclusions about the capability to simul-
taneously achieve improvements in emissions and economy..

EPA further statesthat: ‘ ' IR I

At a fixed emission level fuel economy is a function of the R

- usage of fuel efficient control technology. -

‘ and concludes that:

- = “There is no inherent relationship between exhaust emission
- .. standardsand fuel economy. . . . .

- 'Fhe éssential point is, given an adequate commitment on the part of
- the automobile industry, thé 21 mile per gallon industrywide average
- set-as a goal for model year 1980 (50-percent improvement. over 1974 )
can be iachidved with any of the hydrocarbon and carbon;menoxide
‘emission standards currently under discussion, and at most; with.only

slight relaXation ¢f the statutory nitvegen oxide.standard. Whether
any relaxation is necessary is far from clear, a3 was poiritéd out in'a

- Federal Energy Administration study prepared-for -the Committee

this past fall. This study considered the potential for medel-year

. 1980, fyel "economy improyements under ‘the ‘assumption ‘that full

1

_statutory emission standards will be implemented in 1978, Tt specifical-

1y considered two sales mix scenarios for 1975 through 1980 current

=
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production split maintained (case 1), and small car production at
current maximum capacity (case2).

The study concluded that up to 21 miles per gallon could be achieved
as a new car fuel economy average in 1980 under case 1 assumptions,
and up to 22 miles per gallon under case 2 assumptions.

Also, Gould, Inc., a catalyst manufacturer, has stated in a written
submission to the Committee that its nitrogen oxide catalyst

. . . does not in itself affect fuel economy.

Gould also presented fuel economy and emissions data for a 1975
Vega both in stock condition and equipped with Gould’s dual-catalyst
system, and reported that the Gould-equipped vehicles met the statu-
tory standards with no fuel economy penalty.

In addition, a DOT/EPA. report ? estimated that up to a 63-percent
improvement in new car fuel economy could be achieved by 1980.
This 63-percent gain was based upon maximum technological improve-
ment through 1980 (weight reduction, aerodynamic drag reduction,
transmission improvement, engine resizing and optimization) and a
moderate shift in sales mix to 35 percent large and intermediate cars,
and 65 percent compact and subcompact cars. Such a shift is within
the curretit capability of the auto industry.® By calling for a 50-per-
cent improvemeént, this legislation provides ample cushion for unfore-
seen contingencies.

The critical questions then become: (1) is the capital available to
the automobile manufacturers to finance the necessary improvements,
and (2) what will be the consumer purchase costs for the improved
vehicles, and are such purchase costs reasonable in exchange for the
fuel economy, clean air, and other long term benefits that would be
achieved ?

The first question is explicitly addressed in Panel Report No. 5
(Ecpnomics Panel Report), prepared in support of the joint DOT/
EPA Report to the Congress. This regort considered four specific fuel
economy improvement scenarios, and produced estimates of the re-
quired industrywide annual investment costs. These estimates, and the
associated fuel economy improvements are listed below :

Perchgxt gain in MPG (1980 versus 1974) :

$10, 000, 000
33 ’ = 3 204, 000, 000
43 L i n 175, 000, 000

The reported bill calls for a 50-percent gain by 1980, and should
therefore'involve an annual investment somewhere between $200 and
$400 million. A reasonable estimate would be $325 million. This num-
ber should be compared with motor vehicle industry capital expendi-
tures which have been running at approximately $2.5 billion per year.
Also, General Motors and Ford Motor Company have recently an-
nounced their intentions to spend $3 billion and $2 billion, respec-
tively, within the next 8 years to produce lighter, more fuel efficient
vehicles, while Chrysler is expected to spend $500 million. The situation

2 Potential for Moter Vehicle Fuel Economy Improvement: Report to the Congress, U.S.
})ge’?:.rtment of Trensportation and U.S. Environmental Protection Agency, Oz:tobér 24,

2 Potential New Car Fuel Hconomy, U.8. Federal Energy Administration, November 1974.

-

-
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is perhaps best summed up by the following paragraph from page 25
of the Economics Panel Report:

Since the investments shown in Table 10 amount to only a
small fraction of the industry’s total planned spending for
plant and equipment, it is certainly possible that tHe motor
vehicle industry will be able to implement fuel ecanomy im-
provements without encpuntering significant finaneial pyob-
lems. However, it must be racognized that individual firms
could have problems in raising investment funds (for any
purpose) if sales were to decline and remain law for a pro-
tracted period. Investment problems would be mgst severe
for the weaker members of the industry, particularly Ameri-
can Motors and €hrysler. Still, if long term sales meet the
forecasts of modest growth, it is likely that fuel economy
related investments can be funded as substitutes for, rather
than as additions to, the capital spehding projects contem-
plated before the energy crisis, especially in place of expendi-
tures intended to expand produsction of larger cars.

The ‘question of first cost was also addressed by the a#bo¥e méntioned
Ecotiomics Pihel Report. It conclided that :

Consumers will generally expesience savings on fuel and
maintenance expenditures which more than offset the increase
in car prices due to the fuel economy improvements.

In fact, the Economics Panel Report has estimated the net dollar
savings that the purchaser of a more fuel efficient car tould expect
to achieve over the 10-year life of the car, for several fuel economy
improvement scenarios. These figures are reproduced below for the
case closest to that proposed in this bill, { See Table 4 in the Economics
Panel Report.)

ESTIMATED 1980 IMPACTS OF FUEL ECONOMY IMPROVEMENTS UNDER SCENARIO C (43 PERCENT IMPROVEMENT

OVER 1974)

Increasé in Present value Present value
initial price _of fuel of mainte- Net
Type (per car) savings nance savings savings
Subcompact il - aaaiitaat aeta s $242 $335 $213 $306
CEE T e e wtuniny i gL i, 0 249 688 308 747

Intermediate anbdbi it FRRT O TVENE 249 937 308
T IR R S R S gL 296 1,397 389 1,490
R i S s TR A 296 1, 465 389 1,558

C. OTHER ISSUES

The Economics Panel Report also addressed several other questions
that ‘were raised during Committee consideration of fuel economy
legistation :

I1.‘ \??Vhat will be the effect of fuel economy standards on automobile
sales?

The effect of the potential fuel economy improvements
would likely be to increase sales to levels shghtly above the
basie trend, or at worst leave the trend essentially unchanged:



12

It is not expected that industry sales will decline because of
mandated fuel economy improvements, based on cost estimates
used in this Report. (From page 1 of the Economics Panel
Report).

2. What will be the effect of such standards on employment ¢

There is no evidence to suggest that improvements in fuel
economy of automobiles would have a significant long-term
[negative] effect on employment in the auto industry because
of the favorable sales effects noted above. (From page 32 of
the Economics Panel Report).

3. What will be the effect of such standards on U.S, foreign trade?

. . . Two foreign trade consequences of U.S. automobile
fuel economy improvements are identifiable. First, there
would be reductions in U.8. oil imports that could dramatical-
ly alter the U.S. balance of trade and provide further funds
for domestic investment and consumption. Secondly, fuel
economy improvements in U.S. autos could improve their
competitive position relative to foreign imports and thereby
bring a further reduction in U.S. imports. (From page 32 of
the Economics Panel Report.)

D. I§ THE FUEL ECONOMY GOAL FOR MODEL YEAR 1985 REASONABLE?

Dr. Sorrel Wildhorn of the Rand Gor%ora,tion stated in a written
submission to the committee this past fall:

Our work indicates that a 50 -parcent improvement in
average new car fuel econdmy by 1980, over the 1974 figure of
14 miles per gallon appears feasible.

After 1980, much higher new car fuel economy appears
feasible, if new technology is pursued vigorously; and R. & D.
is successful. For example, fuel economy standards over 30
m(ffle:a gmr gallon méght..be possible by 1985. (Emphasis
a ey

Setting a 1985 goal provides a necessary focus for industry ef-
forts, buf it is also recognizéd that any fuel economy standard for
1985 must be somewhat speculative at this point, The reported bill
takes this into account by authorizing the Secretary of Transporta-
tion, with Congressional eonsent, to adjust-the 1985 goal as late as
1982. This schedule provides adequate time for further study of the
28 mile per gallon figure, and & Fedetal task force to study this ques-
_tion is glrgady funciioning under the direetion of the DOT.

E. HOW DOES THE EMISSION OF SULFATES AND SULFURIC ACID MIST BY
CATALYTIC CONVERTER-EQUIPPED CARS AFFECT THE FEASIBILITY OF THE
PROPOSED 1980 AND 1985 FUEL ECONOMY GOALS?

If catalytic converters cannat be used for emission cont¥ol, fuel
economy ocould be adversely affected. .

TEkig past Jamdary an ERA report disclosed that 1975 model cars
equipped with oxidation catalysts emit sulfuric acid mist. The prob-

-
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lem arises from the oxidation of $Q,, formed during the combustion
process, ta 90, which then mixes with water vapor in the exhaust to
form a fine sulfuric acid ‘aerosol (H,SO.). The sulfur necessary to
begin this chemical chain is naturally present in trace amounts in
gasoline.

The January report was the stated basis for EPA Administrator
Train’s decision on March 5 to grant a further 1-year suspension of
the statutory hydrocarbon and carbon monoxide emission standards
and to recommend to the Congress a further 5-yéar delay before achiev-
ing full statutory standards.

This decision has been called into questiornt bﬁ, the California Air
Resources Board which, on March 18, rejected the EPA analysis and
imposed more stringent 1977 mhodel year emission standards than the
EI?A had recommended. Tt has also been sharply questioned in a pri-
vate study reledsed jointly on April 24 by Energy and Environment
Analysis of Arlington, Virginia, and by Avram Cempany of Falls
Church, Virginia. Energy and Environmental Analysis is headed: by
Dr. Robert §: Sansom, former Assistant Administrator of EPA, and
Avram Compeny is headed by Dr. Steven G. Miller, a former EPA
scientist. Their study concluded that EPA’s January report:

Significantly overestimated sulfate exposure levels result-
ing from automobiles equipped with oxidation catalysts.

and that:

There is no scientific evidence to supi)ort the predicted
health risks in the EPA risk/benefit analysis . . .

Tt goes on to further state that :

If further work determines that antomotive sulfates could
play a role in causing air pollution damages, theré are a
variety of control strategies that can substantially reduce
catalyst sulfate emission without jeopardizing furthef prog-
resstoward Clean Air Act emission standards.

These control strategies fall into two categories: (a) technology-
based options which would reduce sulfate emissions through changes
in vehicle design parameters (e.o., catalyst reformulation, use of sul-
fur traps), and (b) methods for limiting sulfate emissions hy reducing
the sulfur content of the unleaded gasoline pool (e.g., gasoline desul-
furization, selective blending of gasoline components).

On April 8, 1975, EPA released a second set of estimates on the
likely sulfuric acid problem resulting from catalyst-equipped cars.
This revised EPA analysis, which does not yet represent EPA’s
official position, lowered the anticipated exposures to between 10 and
60 percent of those estimated by the earlier EPA report. EPA hopes
to resolve any uncertainties within the next few months.

The upshot is that while catalytic converters probably will be used
in the future, a small element of uncertainty does exist. A preclusion
of catalysts could affect the fuel economy improvements achievable
under some of the more stringent emission standard seenarios. Adjust-
ment of both the 1980 and 1985 fuel economy goals is provided to ac-
commodate any unforeseen technical difficuléies.

8. Rept. 179, 94-1——3
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F. WHAT WILL BE THE IMPACT OF FUEL ECONOMY STANDARDS ON THE
AVAILABILITY OF LARGE CARS REQUIRED BECAUSE OF FAMILY BSIZE OR
FOR TOWING PURPOSES?

Figures obtained from the Recreational Vehicle Industry Associa-
tion indicate that there will be approximately 2 million travel trailers
(homes-on-wheels) and 1.2 million camping trailers (fold-down types)
in the hands of the American public in 1976. There are also 3.2 million
families in the United States of 7 or more persons. If reasonable as:
sumptions are made about yearly growth in the number of trailer
auto fleet turnover rates, ete., a conservative estimate of the towing anc
large family demand for hig cars is something under 1 million -per
year over the next few years. Even if the most drastic sales mix shifts
necessary 4o meet the 1980 goal accur, there will still be at Jeast 1
million full size and luxury cars proguced, cleaxly a sufficient number
to meet the demand. Spe¢ial problems coyld arise in the 1980’ if the
automakers insist on sticking solely to the internal combustion engine
to meet the 1985 goal, However,iesel towing packages could be an
answer to this problem, with no sacrifice in fuel economy. Alsi),‘ light
duty trucks, which are Bot subject to the 1980 or 1985 goals could meet
a significapt portion of the towing demand.

G. IS THERE NEED FOR A STRONG FEDERAL ROLE IN AUTOMOTIVE RESEARCH
AND DEVELOPMENT?

Based upon studiés by the Advisdry Committee of the AAPS
(Alternative Automotive Power Systems) Program, the Atomic
Energy Commission (now the Energy Research and Development
Administration), the FEA, and the MIT Energy Laboratory, the
answer is clear. As the FEA said in its November 6, 1974 report
entitled The Federal Government Role in Automotive Research and
Development.

. .. the integration of the national objectives of energy efli-
ciency, alternatives to petroleum, and -minjmum environ-
mental impact into a coherent long-term, program in R. & D.
requires perspectives and responsibilifies well beyond those of

the private automobile companies, whose objectives are
rooted in the marketplace.

The MIT report, entitled The Role for Federal R. & D. on Alterna-
tive Automotive Power Systems, and also released this past November,
evaluated auto industry programs to develop alternative engines. It
condludes that while these programs are substantial, they:

... are concentrated on systems which will probably be able
to meet the legislated emission standards, be attractive to
automobile consumers, and not introduce any significant
new elements of risk into the industry’s dealings with the
regulatory process.

It further concludes that while new automotive developments may
hold promise of long term contributions to pollution abatement and
fuel savings, there is clearly:

. . . a divergence of industry and public interest.

-
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. This divergence is reflected in the fact that automobile company
investments into alternative powerplant R. & D. have been steadily
decreasing since 1970. For example, Ford Motor Company spent $32
million for thls_ purpose in 1978, and only $19 million in 1975.

The automobile companies themselves admit that there is a need
for Federal funding in this area. Fred Secrest, executive vice presi-
i\ifnt ﬁf Ford Motor Company, stated in the Committee hearings in

arch:

_ 'We are spending all of the money we can raise on R. & D.
for alternative engines. I have no objection to a government
research program ... I would support it, yes.

It therefore seems clear that a properly funded and carefully
executed Federal R. & D. program can contribute significantly to the
attainment of the fuel economy goals of title I of this bill, as well as
to the attainment of other long term national goals. It would provide
assurance that all reasonable automotive technologies will be ex-
plored, while providing the technical data necessary.for developing
long term regulatory and other policies. It would also introduce a
more orderly approach to the development of advanced automotive
techpology, réplacing today’s more haphazard approach.

Given the need for a strong Federal role in automotive R. & D.,
what is an appropriate level at which to fund it? Dr. David Ragone,
Dean of the University of Michigan Engineering School, and head
of the Advisory Committee to AAPS, in a recent Fetter to Dr. Russell
Peterson, Chairman of CEQ, called for an immediate expansion of
the AAPS budget to:

.. . $30 or 40 million or more if it can be effectively
administered.

He further stated that

. . . the Committee believes that a program expanding to
an annual level of $100 million is both desirable and possible
within the next 3 or 4 years.

. Dixy Lee Ray, past Chairman of the Atomic Ener, Commission,
in a report for President Nixon entitled the Nation’s Energy Future,
estimated that funding for advanced propulsion systems should be
$53 million in FY 1975 and a total of $300 million for FY’s 1975
through 1979.

The FEA report also calls for greatly expanded Federal expendi-
tures in the area of automotive R. & D. It states that:

Some simple estimates suggest that in order to generate
the necessary new (automotive) technology, a national
R. & D. investment on the order of $150 million per year for
the next 25 years or so will be required. Private industry is
(prior to the current economic squeeze) investing on the order
of one-third of this amount. o

Finally, the MIT report concludes that:

. . . a two to five-fold increase above current alternative
powerplant funding—to between §15 million and $35 million
annually—would be required.
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The funding Jevels adopted in the bill approved by the Commit-
tee represent a middle ground between the dollar amounts recom-
mended above, and should be sufficient to achieve the goals of the

. & D. program. }

& I*‘%ollogvingrare very brief descriptions of several alternatives to the
conventional internal combustion, spark-ignition engine (ICE):

(a) Wankel spark-ignition engine.—The Wankel is an alternative
spark-ignition engine employing a triangular rotor in a single com-
bustion chamber shaped like a fat figure-8. It is being developed pri-
marily for its potential manufacturing cost reduction, arsmg from
its lightness, and few moving parts. Because its operating character-
istics are similar to the conventional ICE, it will require similar
emjssion contrels. , i

m.(lgsi Stratified charge e:gine.—This engine concept is not new, but
has recently been developed by Honda into an engine with low hydro-
carbon and carbon monoxide emissions, moderate nitrogen oxide emis-
sions, and equivalent fuel economy to the ICE. It is a modification of
a.conventional spark-ignition engine in which a fuel-rich mixture in
a small prechamber is ignited, which then ensures good ignition of a
lean mixture in the main chamber. This two-stage process permits en-
gine operatien at very lean overall air-fuel ratios, which is eonducive
£o Iow emissions, good fuel economy, and reduced sensitivity to fuel oc-
: rs. » -
tanec)mgni;b:d engine—Diesel engines differ from the gasoline ICE in
their method of combusting the fuel. In the ICE, the air-fuel mixture
is ignited by a spark at compression ratios of 8 or 9 to 1. In the diesel,
however, the air charge is compressed at a ratio on the order of 20
to 1, which generates high temperature. Fuel is ignited as it is in] ected
into this hot compressed air. Thus, diesel engines are referred to as
ion-ignited engines. .
mlélglgeesilge fl%gi can begflully burned with excess air, hydrocarbon and
carbor monoxide emissions are %ow.tEngltpe fuel economy is as good or
than any other potential automotive engime.

be%’iﬁblems a,szociatedpwith diesel-powered automobiles mclude re-
duced perfonng.nce, cold starting fldlﬂ'icul_tm@ noise, smoke, odor, and

i in reducing nitrogen oxide emissions.
dlfflg)ﬂ ga; turbine ea%gz’ne.—gl‘he gas turbine engine operates by draw-
ing air from the atmesphere through a compressor into a burner where
heating by combustion with the fuel occurs, and then expanding the
hot high pressure gases in a turbine. These processes eccar continu-
ously, in contrast to the intermittent operation of spark-ignition and
dl?[st’;esl ;g'geﬁisal advantages include good control of emissions, ability
to burn a wide range of fuels, and reduced maintenanee costs. The
major problem areas are fuel economy and high manufacturing costs.

(). Rankine cyele engine—The Rankine cycle engine is an external
combustion engine. Fuel is burned with atmo_sdpherlc pressure air in
a boiler to evaporate and heat the working fluid (water or an organic
fluid) to high pressure and temperature. The fluid is expanded to sup-
ply work to the shaft, then condensed and recirculated to the boiler.

The Rankine cycle engine’s clear advantage over the ICE is its
much lower emissions. It also has excellent fuel versatility. Potential

-
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disadvantages include higher cost duse to larger size and weight, more
components, and greater complexity, and uncertain fuel ecomonyy..

(f) Stirling cycle engine~—Stirling engines are external combustion,
closed-cycle piston-type engines that employ heat exchange with a
gaseous internal working fluid, usually hydrogen or helium.

Its potential advantages appear to be excellent perfermance char-
acteristics, excellent fuel versatility, fuel economy at least equal to
and perhaps better than any other contender including diesels, low
engine noise and vibration, long service life, and very low emissions.
Major problem areas include heat exchanger and seal design, higher
cost due to greater complexity and increased weight compared with
the ICE, and potentially higher maintenance costs.

(g) Battery-powered electric wehicle—This concept is as old as
the automobile industry itself. Electrically driven battery-powered
vehicles provide freedom from emissions and high energy conver-
sion losses at the vehicle, although these problems are transferred to the
location of the electrical generating plant. Current vehicles suffer
from high cost, limited range and performance, and have found only
limited applications to date. Advancement of the electric car has
especial attraction in conserving scarce petroleumn because such cars
could utilize coal, uranium, or other domestic fuels for generating
eleetricity.

- (h) Hybrid engine.—The hybrid concept recognizes that the aver-
age car is significantly overpowered to provide for rapid acceleration,
hill climbing, ete. The hybrid attempts to achieve the same drive-
ability characteristics by coupling a small ICE with an energy-stor-
age device (e.g., a battery or a flywheel). In principle, this combina-
tion allows the ICE to operate at constant speed and optimum condi-
tions at all times, Hybrid systems built to date have been complex
and heavy, with disappointingly high emissions and fuel consumption.

Lrcisuative HisTtorY

Fuel economy legislation had its genesis in the 93rd Congress, when
the Arab oil embargo focused attention on energy conservation.

On February 28, 1973, Senator Tunney introduced S. 1055, the
“Automotive %esearch and Development Act of 1973.” The Com-
mittee held 3 days of hearings on this bill in May 1973. On May 30
Senator Hollings introduced S. 1903, the “Motor Vehicle Fuel Econ-
omy Aet.” Hearings on S. 1055 and S. 1903 were held during 3 days
in June 1973.

On Au%ust 1, 1973 the Senate Committee on Interior and Insular
Affairs held hearings on S. 2176, the “National Fuels and Energy Con-

-servation Act of 1973.” This bill was reported by that Committee on

September 27, 1973, and referred jointly to the Committees on Com-
merce and Public Works.

Subsequently, the Commerce Committee considered energy conser-
vation legislation at several executive sessions held during October
and November. S. 1055 was revised and introduced as Amendment No.
637 to S. 2176 on October 80, 1973. S. 1903 was rewritten as an amend-
ment to the Motor Vehicle Information and Cost Savings Act and
incorporated into S. 2176 as a substitute for the provisions of section
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9 as reported by the Interior and Insular Affairs Committee. On No-
vember 18, 1978, S. 2176, as amended, was ordered reported favorably
by the Commerce Committee.

This legislation was subsequently passed by the Senate on Decem-
ber 10, 1973, but died for failure of comparable action by the House of
Representatives.

During the final months of the 93d Congress, and at the request of
Senator Magnuson, an updated working paper on automobile fuel
economy wad prepared by the Commerce Committee staff. No bill
was introduced, but hearings on the working paper were held on No-
véember 26 and December 10 and 11, 1973,

In the 94th Congress, the Committee has had before it five bills
and one amendment dealing with automobile fuel economy and re-
search and development. These are S. 307, the “Motor Vehicle Fuel
Economy Act,” introduced by Senator Domenici on January 21, 1975;
S. 499, the “Automotive Transport Research and Development Act
of 1975,” introduced by Senator Tunney on January 30, 1975; S. 633,
the “Automobile Fuel Economy Act of 1975,” introduced by Senator
Hollings on February 7,1975; 8. 654, the “National Energy Conserva-
tion Fuel Economy Performance Standards Act of 1975, intro-
duced by Senator Nelson on February 11, 1975; Amendment No. 15
to S. 633, proposing a system of penalties and rebates for purchasers
of new cars, introduced by Senator Hollings on February 19, 1975;
and S. 783, the “Ground Propulsion Systems Research, Development
and Demonstration Act of 1975,” introduced by Senator Domenici on
February 20, 1975.

Hearings on these five bills and one amendment were held on March
12 and 13, 1975, bringing to 11 the number of days of hearings
on fuel economy legislation conducted by the Commerce Committee

in the 93d and 94th Congresses. On May 8, 1975, the Committee began
consideration of the Automobile Fuel Economy Working Paper, which
was designed to bring together in a single document the legislation
before the Committee. On May 15, 1975 the Committee ordered original
legislation reported favorably which incorporated the language of the
Working Paper, as amended.

SEOITON-BY-SECTION ANALYSIS

As reported by the Committee on Commeree, the bill contains two
titles. T}ﬁe first adds a new title V to the Motor Vehicle Inforsmation
and Cost Savings Act and deals with automobile and light duty truck
fuel economy, and the second title adds a new title VI to the Motor
Vehicle Information and Cost Savings Act and deals with automobile
research and development.

TITLE I—AUTOMOBILE FUEL ECONOMY

Section 101 contains the short title of title I which is the “Automo-
bile Fuel Economy Act of 1975”.

Section 102 amends the Motor Vehicle Information and Cost Sav-
ings Act by adding a new title V. The following analysis refers to
those new sections added to the Motor Vehiele Information and Cost
Savings Act.

1
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Section 501. Short T'itle. This title may be cited as the “Automobile
Fuel Economy Act”.

Section 602. Declaration of Policy. This section contains a state-
ment of findings and a statement of purpose relating to the need for
automobile and light duty truck fuel economy performance standards.

Subsection (a) contains findings that the automobile is the single
largest user of petroleum and that the amount of fuel used for auto-
mobile and li%ht duty truck transportation could be substantially re-
duced through feasible improvements in automobile and light duty
truck fuel economy.

Subsection (b) declares the purpose of the Congress in this title to
be to ensure that manufacturers improve fuel economy without reduc-
ing standards for safety, damageability, or environmental quality, and
that the industrywide fuel economy average for new automobiles in-
crease by 50-percent by model year 1980 over 1974 models, and by
100-percent by model year 1985.

Section 503. Definitions. This section contains definitions used
throughout the bill.

In the definition of “average fuel economy” the term “affiliates” in-
cludes all the operating divisions of an automobile or light duty truck
manufacturer. For example, the Chevrolet and Cadillac Divisions of
the General Motors Corporation are considered to be affiliates of GM,
and automobiles manufactured by the Chevrolet, Cadillac, and other
GM Divisions must be included in the determination of GM’s average
fuel economy. The term affiliates also includes any person directly or
indirectly controlled by, or under common control or ownership with,
a manufacturer.

Of particular interest is the definition of “fuel economy”. As defined,
the term means the average number of miles traveled in representa-
tive driving conditions per gallon of fuel consumed, as determined
by the Administrator of the Environmental - Protection Agengy in
accordance with the procedures mandated by sectioh 206 of the Clean
Air Act.Seetion 206 of that Act is the authority undér which new auto-
mobiles are tested for compliance with the Clean Air Act exhaust.emis-
sion standards. The purpose in requiring that automobile fuel economy
be measured in ¢onjumction with emission tests is twofold, First,
a separate testing procedure within the Department of Transportation
would be a waste of Government resources. A report of the General
Accounting Office strongly recommended that fuel economy tasting
authority be left within the Environmental Protection Ageney for
this reason. j

The second purpese is to ensure that new automobiles and new light
duty trucks can simultaneously meet both the emission standards re-
qullé‘ed by the Clean Air Act and the fuel economy requiremients of this

atalit

The fuel economy improvement goals set in section 504 are based
upon the representative driving cycles used by the Environmental
Protection Agency to determine automobile fuel economies for model
year 1975, In the event that these driving cyeles are changed in the
future, it is the intent of this legislation that the numerical miles per
gallon values of the fuel economy standards be revised to reflect a
stringency fin terms ofs percentage-improvement from the baseline)
th(sit is the same as the bill requires in terms of the present test pro-
cedures.
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Tt should also be noted that the definitions of “automobile” and “light
duty truck” do not include vehicles manufactured for export, and ex-
ported. from the United States.

Section 604. Minimwm Fuel Economy Penformance Standards.
This section establishes the program for mundatory fuel economy
performance standards for new automobiles and new light.duty trucks.

Subsection (a) requires that the Secretary establish standards for
minimum average fuel economy for new automobiles and light duty
trucks manufactured in modél years 1977 through 1985. The standards
for automobiles are to be established not later than July 1, 1975, and
the standards for light duty trucks are to be established not later than
Awngust 1,1975.

Standards are to be equally applicable to each manufaeturer of new
automobiles or light dutytirucks, as appropriate, mannfactured or im-
ported into the United States, and shall be set for each model year at
levels which the Secretary determines are the maximum feasible levels.
At a mindmum, the standards for automobiles are to result in an
industrywide average fuel economy level increase of 50 percent by
model year 1980 over model year 1974 models. This corresponds to an
industrywide fuel economy average in model year 1980 of at least 21
miles per gallon. In addition. the automobile standards are to result in
an industrywide average fuel economy level which represents at least
a100-pereent improvement (to 28 miles per gallon) by model year 1985
over the 1974 average. The automobile standards to be promulgated
shall result ih steady progress towards meeting the indlustrywide aver-
ages required for model years 1980 and 1985. Provision is made for
adjustment of the 1980 and 1985 goals by the Secretary, with the
consent of Congress (see section 504(b)"). Light duty trucks would not
be subjeet to the 50- and 100-percent improvement goals.

It is not the intent of this requirement that each automobile manu-
factured be vequired to achieve at least 21 miles per gallon in model
year 1980, and at least 28 miles per gallon in model year 1985. As the
requirernent is only that the industrywide average be at such levels,
the national minimum standards will be somewhat below these levels
as those manufacturers whose fuel economy average exceeds 21 miles
per gallon in model year 1980 and 28 miles per gallon in model year
1085 will draw the averages up. While it is speculative at this point
to project what the minimum average fuel economy performance level
might be for model year 1980, and these judgments must be ultimately
made by the Secretary, it is clear that while the 1980 standard requires
an improvement of the industry to at least 21 miles per gallon, the
minimum standard will be less.than that, presumably around 19.5:to 20
miles per gallon. )

In establishing standards under this subsection, the Seoretary is to
take into account the effect on fuel economy of other federal standards
applicable to the automobile or light duty truck, as appropriate.

“Hubeection (a) dlso authorizes the Secretary to exempt any auto-
mobile manufacturer whose production numbers 10,000 or less if such
automobiles are sold predominantly for commercial use. The exemp-
tion may be granted only-if it will not significantly detract from the
requirement that a 50 percent improvement can be obtained by model
year 1980 and a 100 percent improvement by model year 1985. Fur-
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ther, an exemption can only be granted if it is necessary to avoid an
unreasonable burden on the manufacturer. Whenever an exemption is
granted, the Secretary would be required to establish alternative
standards which represent the maximum feasible levels of fuel econ-
omy for such manufacturer. The purpose of the exemption is to pro-
vide relief for the special purpose manufacturers, like the Checkers
Motor Corporation, which manufacture automobiles for a rather nar-
row purpose, and are limited in their flexibility to improve fuel
economy.

This subsection also requires that the Secretary review, not later

than January 1 of each calendar year, the standards promulgated
ursuant to this subsection and publish the results in the Federal
egister.
‘Finally, this subsection requires that any standard set and any
amendment thereto be established not later than eighteen months prior
to the beginning of the model year to which the standard s to apply,
éxceépt that the standard applicable to model year 1977 may be pro-
mulgated not later than 12 months prior to the beginhing of that
model year. Subsection (b) authorizes the Secretary to modify, amend,
or revise the average fuel economy performance standards established
under subsection (a).

In the course of preparing the review of requirements to be pub-
lished on January 1, 1977, or prior thereto; the Secretary would be
authorized to alter the 1980 goal if the Secretary determined that such
a goal cannot reasoniably be attained, or could reasonably be made more
stringent. The modiﬁec{ goal shall be determined in accordance with
the informal rulemaking procedures of Section 553 of Title V, United
States Code. In order to avoid inordinate delay in making these kinds
of determinations, they are not subject to judicial review. Rather,
the Secretary is to transmit to the Congress notice of the establishment
of the modified goal. Congress would then have sixty days in which
either House of Congress could disapprove of the modified goal. The
Secretary could resubmit any such notice to the Congress, but not later
than June 30, 1977.

A similar procedue is established for reassessing the 1985 goal. The
first such, reassessment would occur in the report reqitired of the Secre-
tdty on January I, 1979. Similar procedures to those governing the
Secretary’s modification of the 1980 goal would ap é}‘y here as well.

. The Secretary would also be authorized. to modify the 1985 goal in
thé review. required on January 1, 1982. It is the intention that any
modifications made as a result of the 1982 review be based solely on
factual circumstances which may have changed since the review au-
thorized in. 1979 was completed. It is extremely important that the
automobileé manufacturers have a stable target to shoot for with respect
to automobile fuel economy requirements. This is an obvious necessity
for planning purposes. Thus, it is not the intention of the Committee
that the 1982 review be used as a device for the wholaesale revision of
the 1985 goal.

In determining whether the 1980 and 1985 fuel economy goals may
be reasonal l{) attained or reasonably be made more stringent under
sections 504 (b) (2) and (3 }t of this Xct, the Secretary shall assess the

o
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benefits and costs associated with retention or adjustment of the 1980
a;(lid 1985 goals, In making this assessment, the Secretary shall con-
sider:

(a) the impact on fuel economy of new Federal requirements
for emission controls on automobiles, safety and damageability
standards for automobiles, and any other new Federal require-
ments which may impact on automobile fuel economy.

(b) the feasibility of the 1980 and 1985 goals in light of new
technological improvements or constraints.

(c) the potential impact, positive or negative, on employment
in the automobile and related industries.

(d) the extent to which events subsequent to passage of this Act
increase or decrease the economic benefits to be gained from re-
ducing gasoline consumption.

(e) the extent to which events subsequent to passage of this Act
increase or decrease U.S. dependence on foreign sources of fuel.

(f) any other factors which may increase or decrease the eco-
nomic and social costs associated with meeting the 1980 and 1985
fuel economy goals.

Subsection (c) requires each manufacturer to comply with the
applicable minimum average fuel economy on the basis of determining
the average fuel economy of all automobiles or light duty trucks, as
appropriate, produced and imported for sale in the United States by
the manufacturer in a given model year. Individual automobiles and
light duty trucks would not be required to meet the standards.

Subsection, (d) authorizes judicial review in accordance with chap-
ter 7 of title 5, United States Code. Procedures are established for
additional submissions, judgment by the court, and review by the
Supreme Court. The subsection also states that the remedies provided
herein shall be in addition to and not in lieu of any other remedies
provided by law. For example, nothing in this subsection is to be
construed as interfering with the enforcement of warranties on per-
formance of automobiles, light duty trucks, and associated components.

Section 605. Duties and Powers of the Secretary and the Adminis-
trator. This section specifies the authority of the Secretary of Trans-
portation and the Administrator of the Environmental Protection
Agency in administering the provisions of this Act.

ubsection (a) provides general authority to the Secretary and the
Administrator to hold hearings, take testimony, sit and act, administer
oaths, subpoena authority, and other necessary authority. The Secre-
tary and Administrator would have access to documentary evidence
and would be authorized to require reports and answers in ‘writing to
specific questions relating to their functions under this title.

The district courts would have the authority to enforce subpoenas
and orders of the Administrator and the Secretary issued under this
subsection.

Subsection (b) requires manufacturers of automobiles and light
duty trucks to establish and maintain records, make reports, conduct
tests, and provide such items and information as the Secretary or the
Administrator may reasonably require. Manufacturers would be re-
quired to permit agents of the Secretary or the Administrator to
inspect automobiles and light duty trucks and appropriate books,
papers, records, and documents.
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The district courts would have the authority to require manufac-
turers to comply with any inspection requirements.

Subsection (c¢) contains the public information disclosure provi-
sions relating to information collected by the Secretary or Adminis-
trator under this title. The Secretary and the Administrator would
be required to release all information they possess except if the infor-
mation relates to a trade secret or other confidential information
referred to in section 1905 of title 18, United States Code, which
if disclosed, would result in significant competitive damage. Such
information shall be disclosed in any proceeding under this title and
shall be disclosed to any duly authorized committee of Congress
as well.

Finally, subsection (d) authorizes the Secretary and the Adminis-
trator to direct attorneys in their employ to appear and represent
them.

Section 506. Labeling and Advertising. This section contains specific
provisions relating to the manner in which fuel economy information
is to be included in the labeling and advertising of manufacturers
and dealers.

Subsection (a) requires that beginning no later than ninety days
after enactment of this title, each manufacturer is required to affix,
and each dealer is required to maintain, a sticker on each new
automobile and light duty truck indicating the fuel economy which
a prospective purchaser can expect, and thie estimated annual fuel
costs associated with the operation of the automobile or light duty
truck. The form and content of each sticker is to be determined by the
Secretary under an informal rulemaking procedure, after consultation
with the Federal Trade Commission and the Administrator of
the Environmental Protection Agency.

Subsection (b) disclaims any intent that the posting of fuel econ-
omy information is to constitute a warranty of fuel economy per-
formance. Nothing contained in this section is to be deemed a pro-
hibition against a manufacturer or a dealer representing that the
information required to be disclosed is based on representative driving
conditions as determined by the Administrator of the Environmental
Protection Agency. '

Subsection (¢) reauires the Federal Trade Commission (by rule
pursiant to section 553 of title 5, United States Code) to direct that
certain categories and types of new automobiles and light duty truck
advertising contain the fuel economy information required on the
sticker under subsection (a) of this section. The FTC is to identify
the categories and types of such advertising and to determine thg
extent to which the same information is required in the advertising
(form and content requirements must necessarily be different. for an
automobile sticker and a TV commercial). This subsection does not
repeal, and is not intended by the Committee to be duplicative of. any
authority that the Federal Trade Commission may have with respect
to false or decentive advertising or with respect to prescribine rules
which define with specificity acts or practices which are unfair or
deceptive acts or practices in or affecting commerce, under the Federal
Trade Commission Act, as amended.

Subsection (d) conforms the Automobile Tnformation Disclosure
Act (15 U.S.C. 1282) to the requirements of this title.
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Section 607. Prohibited Conduct. This section contains prohibi-
tions against specific conduct relating to this Act. A !

Section 508. Civil Penalty. This section dqscrﬂges the civil penalties
that may be assessed by the Secretary for violations of the Act. Sub-
gection (a) authorizes the Secretary to assess a civil pepalty of not
Jess than $50 and not more than $100 for each a.gtomobﬂe or light duty
truck produced or imported for sale in the United States by a manu-
facturer for each mile per gallon by which the average fuel economy
of the automobiles or light duty trucks, as appropriate, manufac-
tured and imported during the model year by the manufacturer falls
short of the applicable standard. Fractional miles per gallon devia-
tions shall be penalized on the basis of the $50 to $100 civil penalty
multiplied by the fraction. For example, if a manufacturer falls short
of an applicable fuel economy performance standard by 0.5 miles per
gallon, the manufacturer shall be liable for a civil penalty of between
$25 and $50 for each vehicle subject to the penalty. )

Any person who is determme& by the Secretary, following a proceed-
ing in accordance with section 554 of title 3, United States Code, to
have violated any provision of section 507, other than a violation
relating to fuel economy requirements, shall be liable for a civil penal-
ty of not more than $10,000 for each vialation. Each day of a continu-
ing violation shall be considered a separate violation. r

Subsection (b) provides for waivers, modifications or remittance of
the civil penalties assessed under subsection (a). .

First, the Secretiary is authorized to waiye, medify, or remit, with or
without conditiesis, any civil penalty to the extent necessary to prevent
insolvency or bankruptey of the manufacturer, when aets of God, fires,
or strikes prevent the attainment of any applicable standard, or to the
extent necessary to prevent substantial lessening of competition with-
in the automobile or light duty truck industries. ity

The Secretary is also authorized to waive or modify any civil penal‘-
ty in any situation where the manufacturer demonstrates to the Seere-
tary that if the penalty were paid in full the manufacturer would lack
sufficient capital and the ability to attract sufficient capital to manufac-
ture automobiles or light duty trucks, as appropriate, that would
achieve the fuel economy standards required under section 504(a) at
competitive prices. Before being granted any such waiver, the manu-
facturer would be required to submit a plan acceptable to the Secretary
specifying the manner in which the standards promulgated under
section 504 (a) will be eomplied with. Thus, the burden would be on the
manufacturer of demonstrating to the Secretary that the manufacturer
would have insufficient capital and lack the ability to attract sufficient
eapital to manufacture competitively priced vehicles complying with
the fuel economy standards contained in this Act. B

While there is no sanction against any manufacturer failing to com-
ply with the plan he submits to the Secretary, the Secretary would be
expected to consider the extent to which good faith efforts were made
to comply with the plan in assessing any future penalties that may
arise from non-compliance with any applicable standard under sec-
tion 504(a) subsequent to the grant of a waiver and the submission
of a plan. Of course, modifications or waivers of the penalty will be
granted only to the extent necessary to gain the capital necessary to
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produce automobiles or light duty trucks, as appropriate, at competi-
tive(prices in conformance with the fuel economy standards of section
504(a).

In a?ddition, the Secretary is authorized to waive or modify any civil
penalty assessed for non-compliance with the fuel economy standards
to the extent that a manufacturer cannot comply becanse of an unan-
ticipated retail sales mix of different, classes of automobiles or light
duty trucks, as appropriate, which was clearly beyond the control of
the manufacturer and which adversely affected his ability to com(f)ly
with any such standard. A gain, the civil penalties would be waived or
modified only to the extent that the non-compliance was attributable
to the unanticipated retail sales mix, Also, before any waiver or modifi-
cation can take place, the manufacturer against whom the enalty was
assessed must satisfactorily demonstrate to the Secretary all tech-
nically feasible improvements relating to fuel economy have been
made, and that a good faith effort, through advertising, pricing prac-
tices, availability of models, or other means available to the manufac-
turer, to insure that the retail sales mix necessary to meet the standard
oceurs, has in fact been made.

It is inherent in the goals for fuel economy improvement established
under section 504(a), and the standards that will result from them,
that manufacturers indeed can influence consumer preference for the
types of automobiles and light duty trucks they produce or import,
Nonetheless, it is recognized that matters unanticipated by the Secre-
tary, and beyond the control of the manufacturer, can oceur, such as an
unexllfected drop in gasoline prices which could make it more difficult
to sell the most fuel efficient vehicles. For these reasons, this provision
for waiving or modifﬁing the civil penalties has been provided.

Subsection (¢) authorizes a manufacturer who has failed te meet a
standard and paid the appropriate civil penalty, to recoup all or a
gortlon of the penalty in any of the next, five model years of manu-

acture. In order to qualify, the manufacturer must exceed the fuel
economy standard applicable in that model year. The total amount re-
funded must not exceed the total amount of the assessed civil penalty
in the first instanee.

Subsection (d) describes the procedure for reviewing any civil
penalty assessed by the Administrator. A notice of appeal i3 to be
made within thirty days after the date of assessment. Determinations
of the Secretary are to be set aside if found to be unsupperted by sub-
stantial evidence. A procedure is also provided for the Attorney Gen-
eral to recover the amount of the assessment if any person fails to pay.

Section 509. Relationship to State Law. In oxder to avoid any manu-
facturer being required to com}i’ly with differing State and Iocal regu-

lations with respect to automobile or light-duty truck fuel eeonomy,
this seetion prohibits States or political subdivisions thereof from
adopting or enforcing standards which are inconsistent with the staned-
ards contained in this Act.

Section 510. Reports. This section contains requirements with respect
to twa reports required of the Secretary.

Subsection (a) requires that the Seeretary prepare and submit to
the appropriate committees of the Congress and the President a com-
prehensive report setting forth findings, conclusions, and recommen-
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dations with respect to the 55-mile-per-hour national maximum speed
limit established by Act of Congress. Compliance is to be examined,
and the gasoline savings that would have resulted if compliance oc-
curred. In addition, the study is to examine a requirement that manu-
facturers install speed limiting devices on all new automobiles and
new light duty trucks. e y

Subsection (b) requires a report of the Secretary containing findings,
conclusions, and recommendations with respect to a requirement that
each new automobile and light-duty truck be equipped with a fuel
flow instrument reading directly in miles per gallon. :

Section 511. Authorization of Appropriations. This section author-
izes appropriations to the Secretary not to exceed $1 million for Fiscal
Year 1976, $750,000 for the transitional %uarter ending of September
30, 1976, and not to exceed $3 million for the Fiscal Years ending
September 30, 1977, and September 30, 1978.

TITLE II—AUTOMOBILE RESEARCH AND
DEVELOPMENT

Section 201 contains the short title of title 11, which is the “Auto-
motive Transport Research and Development Act of 1975.? ;
Section 202 amends the Motor Vehicle Information and Cost Savings
Act (15 U.S.C. 1901 et seq.) as amended by Title I by adding at the
end thereof a new title VI as follows: : )
Section 601. Short Title. The short title of the new tlt],? VI is the
%A ytomotive Transport Research and Development Act. !
Section 602. Findings and Purposes. Subsection (a) asserts Con-
gressional findings that, on average, existing automobiles fall short of
meeting the long-term goals of the Nation with respect to safety, envi-
ronmental protection, and energy conservation, and that with addi-
tional research and development several alternatives to existing auto-
mobiles have the potentisl to be mass produced at reasonable cost with
less environmental degradation and fuel consumption than existing
automobiles, while conforming with the requirements of Federal law.
This subsection also states that insufficient resources are being de-
voted to automotive R. & D. both by the Federal Goyernment and by
the private sector, and that an expanded Federal R. & D. effort is
needed to complement and increase private efforts and to encourage
attomobile manufacturers to consider advanced automobiles and auto-
mobile components as alternatives to existing automobiles and com-
onernts.
E Finally, this subsection states that because of the urgency of energy,
safety and environmental problems, advanced automobiles and com-
ponents should be developed, tested, and prepared for manufacture
within the shortest amount of time. shrne
Subsection (b) declares that the purposes of this title are to make
contracts and grants and to support through obligation guarantees, re-
search and development projects leading to production prototypes of
advanced automobiles within four years from the date of enactment
of this Act, or within the shortest practicable time consistent with ap-
propriate research and development techniques, and that such automo-
biles be certified in accordance with the provisions of section 609(c) as
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prototypes which are likely to meet the nation’s long-term goals with
respect to fuel economy, safety, environmental protection and other
objectives. ;

It is also declared to be the purpose of the Congress to preserve, en-
hance, and facilitate competition in research, development and prodiic-
tion of existing and alternative automobiles and automobile
components.

Section 603. Definitions. This section contains the various definitions
used throughout Title VI.

The definition of “advanced automobile” is particularly important,
as this term defines the type of automobile to be developed under
this title. As defined, the term means a personal use vehicle propelled
by fuel which is energy efficient, safe, damage-resistant, and environ-
mentally sound. The advanced automobile is further defined to require
the least total amount of energy to be consumed with respect to its
manufacture, operation, and disposal, and should represent a substan-
tial improvement over existing automobiles with respect to such fac-
tors. At the same time the advanced automobile must be capable of
being mass produced at the Jowest possible cost and must operate safely
and with sufficient performance.

In addition, the advanced automobile must be capable of “inter-
modal adaptability” to the extent practicable. For example, it should
be capable of transport on railroads to facilitate service like the
“Autotrain” service now in effect between Washington, D.C., and
Miari. Other possibilities include the capability, under certain driving
conditions, of being operated in a “hands-off” manner by an onboard
computer which assumes the functions of the driver, thus minimizing
the threat of accidents and eliminating driver variations which lead to
the inefficient use of automobiles.

Finally, the definition of an advanced automobile includes the re-
quirement that, at a minimum, such autémobile can be produced, dis-
tributed, operated and disposed of in compliarnice with any other re-
quirement of Federal law.

Section 604. Duties of the Secretary. This section requires the Secre-

tary to ensure the development of one or more production prototypes
of an advanced automobile within four years after the date of enact-
ment, or in the shortest practicable time consistent with appropriate
resea,fqh and development techniques. The advanced automobile 18 also
to utilize, to the maximum extent practicable, non-petroleum based
fuels in order to conserve scarce petroleum resources.
. In furtherance of the purposes of title VI, the Secretary is further
required ‘to (i) make contracts and grants for research and develop-
ment in accordance with section 607; (ii) make obligation guarantees
for research and development in accordance with section 608; (iii) es-
tablish, conduct, and accelerate research and development programs
within the Department of Transportation; and (iv) test or direct the
testing of production prototype vehicles, and secure certification as ad-
vanced automobiles for those vehicles which meet the requirements of
section 609.

The Secretary would also be required to collect, analyze, and dissem-
inate to developers information, data, and materials relevant to the
development of advanced automobiles, and to prepare and submit the
studies described in section 612. ;
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Finally, this section requires that the Secretary evaluate any reason-
dble new or improved mnology, a description of which is submitted
in writing, which could lead or contribute to the development of an
advanced automobile. _ i

Section 608. (Joordination Between the Seenctary and the Adminis-
trator. This section sets out the manner in which the authority of the
Secretary under this title is meshed with that of the Administrator
of the Energy Research and Development A dmi istration, who also has
responsibilitigs with respect to researching and developing new auto-
metive power plants and fuels. v ‘

It preclyes the Secretary from duplicating research and develop-
ment activity by the Administrater of ERDA under the Federal Non-
nuclear Beseazch and Development Act of 1974 (42 U.S.C. 5901?, or
under any other Federal law. While this subsection obwipusly places
limitations on the Secretary, it is not designed to pr_evegﬁ the Secre-
tary from sponsoring research and development which Js similar in
natiwe to that sponsored by ERDA, but which nonetheless presents a
different means of achieving the same end. For example, if ERDA is
conducting research and development with respect to s eontinuously
variable transmission, nothing contained in this subsection should pre-
elude the Secretary of Transportgtion from sponsoring research on a
different type of centinuously variable transmission which is desl,%ned
to achieve the same end, Healthy competition among agencies can help
achieve goals like those espoused in this title in a more expeditious
fashion. While it is the ebvious intent of this subsection to prevent a
waste of funds through duplication of effort, it is at the same time the
intent of -this geetion not to bamstripg the Secretery’s automative
R & D efforts. : the Saret y gat iy g o

This section algo requires the Sgeretary to cansult and coprdinate
with the Administrag% of ERDA in order that the duties and respon-
sibilities of both officers may be performed in a manner which best
accomplishes the purposes of this title. Y
. Fipally, the Administrator of ERDA is directed te utilize the au-
therity possessed by him in a manner which will assist the Secretary
in performing his duties as described in Section 604. !

ection 606. Powers of the Seereigry. This section specifies the
powers of the Secretary in addition to those speqifieally mentioned in
other provisions of this title. Included is the authority to appeint such
attorneys, employees, -agents, consultants and ather personnel as the
Secretary deems necessary, and to define the duties of such personnel
and determine their compensation and other benefits: Of course, the
Secretary and any personnel responsible to the Secretary under this
title will be fplly subject to the Civil Service and Classification laws,
as specified in title 5 of the United States Code. _

The Secxstq.ry would also be authorized to procure temporary and
iptermittent services under the provisions of section 3109 of futle 5,
TUnited States Cade, but at rates not to excesd $160 per day for quali-
fied experts. g ;

The Secretary, is authorized to obtain the assistance of amy other
component of the Executive Braneh pRon Rxitten reguest, on & reim-
bursable basis or gtherwise, which identifies the agsistance necessary
to carry out the Secretaries duties under this title. Included would be
the transfer of personnel with their consent and without prejudice to
their position and rating.
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The Secretary is also authorized to enter into such contracts, leases,
cooperative agreements or other transactions as may be necessary to
conduct his duties under this title with any government agency or
any person without regard to the requirements of section 3709 of
the Revised Statutes (41 U.S.C. 5).

Finally, this section authorizes the Secretary to receive and dispose
of any property or other assets or to accept t%rlftsl or donation of any
property or services for the purposes of this title.

Section 607. Contracts and Grants. This section gives speeific direc-
tion to the Secretary in administering the grants program required by
section 604.

Subsection (a) contains general direction specifying that the Sec-
retary shall provide funds by grant or contract to initiate, continue,
supplement, and maintain research and development programs or ac-
tivities which appear likely to lead to production prototypes of an
energy efficient, low-polluting automobile or automobiles. Such grants
or contracts could be made with any Federal agency, laboratory, uni-
versity, non-profit organization, industrial organization, public or
private agency, institution, organization, corporation, partnership, or
individual.

Subsection (b) requires the Secretary to establish procedures for
consultation with representatives of science, industry, or such other
groups as may have expertise in the areas of automobile research,
development, or technology. The Secretary would be authorized to
establish advisory or review panels for the purpose of making recom-
mendations to the Secretary on applications for funding.

Subsection (c) specifies that contracts and grants made under this
section shall be in accordance with rules and regulations of the Secre-
tary. Each application for funding is to be made in writing in such
form and with such content and other submissions as the Secretary
shall require.

Section 608. Obligation Guaraniees. This section gives specific di-
rection to the Secretary in administering the obligation guarantees
program required by section 604.

Subsection (a) authorizes the Secretary to guarantee and to make
commitments to guarantee the payment of interest and principal bal-
ance of obligations to initiate, eontinue, supplement, am}) maintain re-
search and development which appears likely to lead to production
prototypes of an energy efficient, low-polluting automobile or auto-
mobiles. Applications for obligation guarantees are to be made to the
Secretary in a manner that the Secretary shall prescribe to protect
reasonably the interests of the United States. Each guarantee or com-
mitment to guarantee will inure to the benefit of the holder of the
obligation to which such guarantee or commitment applies. The Sec-
retary may approve any modification of a guarantee or a commitment
to guarantee, including interest rates, payment, security, or other
terms, if the Secretary finds that the modification is equitable and
will not prejudice the interests of the United States. Any such modi-
fications must be consented to by the holder of the obligation.

Guarantees and commitments to guarantee may be made to any
Federal agency, laboratory, university, nén-profit organization, in-
dustrial organization, public or private agency, institution, organiza-
tion, corporation, partnership, or individual.

S. Rept. 179, 94-1—5
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Subsection (b) requires that no obligation shall be guaranteed under
subsection (a) unless the Seeretary finds that no other reasonable
means of financing or re-financing is available to the applicant. The
purpose of this exception is to exclude those applicants from the bene-
fits of obligation guarantees which have capital. avatlable or can
reasonably obtain such capital for the purposes of financing projects
under this title. Presumably, this would exclude those large corpora-
tions which have capital at their disposal or which would have no un-
due difficulty in obtaining such capital. If capital is unavailable to
a party to conduct resedrch and to develop a technology which ap-
pears likely to lead to an energy efficient, safe, low-polluting auto-
mobile, or if such capital is not available under reasonable terms,
then the Secretary should make the guarantee or commitment to
guarantee the obligation as long as all other requirements are met.
Clearly, the Secretary must weigh a number of factors in determining
whether an applicant does not have. réasonable means of financing or
re-financing available to im, including the promise of the technology,
the interest Tates or other conditions required by lending institutions,
and the ability of the party to pay such interest rates or comply with
such terms.

Subsection (¢) requires the Secretary to charge and collect such
amounts as may be reasonable for the mvestigation of applications,
the appraisal of properties offered as securities, or for the issuance
of commitments. The Secretary is to set a premium charge of not
more than 1-pereent per annum on any obligation guaranteed pursuant
to this section. .

Subsection (d) prehibits any guarantee or commitment to guarantee
from being terminated, canceled, or otherwise revoked, except in ac-
-cordance with such reasonable terms and conditions as the Secretary
shall preseribe. Any gunarantee or commitment to guarantee shall be
conclusive evidence that the obligation is in compliance with. the pro-
visions of this section and that the obligation has been approved and
is legal as principal, interest, or other terms. Such a guarantee or com-
mitment shall be valid and incontestable in the hands of the holder, as
of the date that the Secretary agreed to the contract of guarantee or
commitment to guarantee. Any such guarantee or commitment shall
not be valid or incontestable in cases of fraud, duress, mutual mistake
of fact, or material misrepresentation involving the holder of such
guarantee. ;

Subsection (e) specifies the method by which payment of interest -

and principal will be made in the case of default by the obligor. If
such default continues for 60 days, the holder of the obligation shall
have the right to demand payment by the Secretary. The Secretary
is to make payment within 45 days, unless the Secretary finds that
there was no-default or that the default has been remedied.

If the Secretary makes a payment on a defaulted loan, the Secretary
shall have all the rights specified in the guarantee or related agree-
ments with respect to any security held by the Secretary with respect
to the guarantee. The Secretary would have the authority to complete,
maintain, operate, lease, sell or otherwise dispose of any property
acquired pursuant to such guarantee or related agreements,
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If default occurs under any guarantee or commitment to guarantee
under this section, the Secretary would be required to notify the Attor-
ney General, who in turn would be required to take such action against
the obligor, or any other party liable to the extent necessary to protect
the interests of the United States. s

Subsection (f) authorizes appropriations not to exceed $175 million
to pay the interest on and the principal balance of any obligation
guaranteed by the Secretary as to which the obligor has defaulted.

Section 609. Testing and Certification.—This section establishes the
procedure by which the Administrator of the Environmental Protec-
tion Agency and the Secretary of Transportation shall test production
prototypes for compliance with this title, and the means by which the
Low Emission Vehicle Certification Board shall certify such automo-
bides for procurement by the Federal Government. :

Subsection (a) requires the Administrator of the Environmental
Protection Agency to test or cause to be tested each production proto-
type of an automobile assisted under this title or referred to the EPA
Administrator by the Secretary for the purpose of determining
whether such automobile complies with the requirements of any law
administered by the EPA. The Administrator is to submit all test data
to the Low Emission Vehicle Certification Board for the purposes of
certification in accordance with subsection (c) of this section.

Subsection (b) requires the Secretary to test or cause to be tested
production prototypes of automobiles which the Secretary or a de-
veloper may submit to the Low Emission Vehicle Certification Board
for certification under subsection (c¢). It is intended that any vehicle
submitted for this purpose by a developer should possess character-
istics which give it a reasonable chance to achieve such certification.
The purpose of such test is to determine whether each such automobile
complies with any requirements or statutes administered by the Seere-
tary and any other statute enacted by Congress and applicable to auto-
mobiles. The results of such tests are to be submitted to the Low Emis-
sion Vehicle Certification Board for the purpose of certification in
aecordance with subsection (c).

Subsection (c¢) requires the Low Emission Vehicle Certification
Board established pursuant to section 212 of the Clpan Air Act to
issue or deny certification as an energy efficient, safe, low-polluting
automobile as defined in section 603 of this title, Certification is impor-
tant as it forms the Dasis for procurement by the Federal Government
under Section 613.

Section 610. Patents—This section specifies the manner in which in-
ventions developed with support under this title are to be made avail-
able for commercial application. With the exception of subsection (k),
the language is very similar to that contained in the Federal Non-
nuclear Research and Development Act of 1974, and the Semate-
passed “National Fuels and Energy Conservation Act of 1973.”

Subsection {a) establishes the general policy that, whenever an
invention is made or conceived under a contract under this title, title
to such invention shall vest in the United States. As defined in sub-
section (m), a “contract” means any manner in which assistanee is
given under the terms of this title and an “invention” is any invention
or discovery, whether patented or unpatented.
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Subsection (b) requires that each person with which the Secretary
enters into a contract under this title shall furnish to the Secretary
a report with respect to any invention, discovery, improvement or
innovation made with assistance under this title.

Subsection (c) authorizes the Secretary to waive all or any part
of the right of the United States with respect to any invention made
with assistance under this title if the Secretary determines that the
interest of the United States and of the general public would best be
served by such a waiver.

Slubsection (¢) further specifies the goals of any such waiver. They
include:

(1) making the benefits of the research and development pro-
gram available to the public in the shortest practicable time;

(2) promoting the commercial utilization of inventions; amd

(8) encouraging participation by private parties in the re-
search, and development program, and fostering compstition and
preventing undue market concentration or other situations that
are inconsistent with the antitrust laws.

Subsection (d) specifies the considerations to be taken into account
when the Secretary determines whether a waiver of the interest of the
United States in an invention is to be waived at the time a contract is
entered into. The subsection includes eleven considerations which are
designed to protect the interests of the United States in the invention,
while at the same time making sure that the research and development
Willl bg conducted and the fruits of the research and development
utilized.

Subsection (e) provides for waiver of the interests of the United
States in an invention at a time subsequent to entering into a contract
with respect to research and development under ‘this title. In addition
to the relevant considerations under subsection (d), this subsection
also requires the Secretary to consider the extent to which a waiver
1s a reasonable and necessary incentive to call forth private risk capital
for the development and eommercialization of the invention and the
extent to which the plans, intentions and ability of the contract are
likely to result in the expeditious commercialization of the invention.

Subsection (f) permits, but does not require, the Secretary to re-
serve to a contractor a revocable, or irrevocable, non-exclusive, paidup
license and rights to patents in foreign countries with respect to in-
ventions made under this title, subject to enumerated safeguards.

Subsection (g) authorizes the Secretary to grant exclusive or par-
tially exclusive licenses to any invention made under aid or given
under this title under very narrowly defined circumstances. To sum-
marize, exclusive licenses may be granted only when necessary to bring
the invention to practical or commercial fruition,

Subsection (h) authorizes the Secretary to specify such terms and
conditions as the Secretary may determine to be appropriate to any
waiver of the rights of the United States or the grant of any exclusive
or partially exclusive license. The subsection enumerates the types of
terms and conditions that may be specified.

Subsection (i) requireg the Secretary to give notice in the Federal
Register advising the public of the hearing authorized under sub-
section (h) when the Sectétary requires the granting of a nonexclu-
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sive or partially exclusive license, or terminates a waiver or a non-
exclusive or partially exclusive license.

Subsection (j) requives the Secretary to give consideration and
appropriate weight t¢ small businesses in granting waiver of rights
of the United States to inventions made under this title.

Subsection (k) authorizes the Secretary to certify to appropriate
district courts that any right under any patent of the United States
is reasonably necessary for the expeditious commercipl application
of technology develo under this title. The court woulg then be
authorized to order the owner or exclusive licensee of the patent to
grant licenses on reasonable and nondiscriminateyy terms and condi-
tions as the court shall determine.

Subsection (1) authorizes the Secretary to take all necessary and
appropriate steps to protect any invemtion or discovery to which
the United States holds title.

Subsection (m) defines the various terms used in this section.

. Section 611. Records, Audit ond Ewvaminotion—This section estab-
lishes the procedures by which the Secretary and the ComptroHer
General will maintain surveillance over the manner in which assist-
ance is utilized under this title.

Subsection [@) requires each recipient of financial assistance or
guarantees under this title to keep such records as the Secrstary
shall prescribe with respect to such assistance or guarantees, inchud4
ing records which fully disclose the amount and disposition of the
proceeds of such assistance, the total cost of the project or under-
taking, the amount of the cost of the project supplied by other sources,
and such other records as will facilitate an effective audit.

Subsection (b) gives the Seeretary and the Comptrollér General
access to angebooks, documents, papers, and records of such receipts
which may related or pertinent to assistance referred to under
this section, for the purposes of audit and examination:

Section 612. Repoits—This section requires the Secretary to submit
on or before July 1 of each year a report to Congress of activities under
this title: The repott is to inctude (i) an actount of the state of auto-
mobile research and development in the United States; (ii) the num-
ber and amount of grants made and obligations guaranteed; (iii) the
progress made in developing praduction prototypes of advanced auto-
mobiles within the shortest practieable time after the date of ensact-
ment of this title; and (iv) suggestions for improvements in advanced
automobile research and development, including recommendations for
legislation.

Section 613. Government Procurement.—This section requires the
Administrator of Gemeral Services to consult periodically with the
Low Emission Vehiclé Certification Board to determine when produc-
tion prototypes of an advanced automobile are likely to be available.
After a production prototype has been certified, under section 609(c)
of this title, as an advanced automobile, the T.ow Emission Vehicle
Certification Board, in eonjunction with the Administrator of General
Services, shall prescribe such regulations as are necessary to reauire
all Federal agencies to procure and ta use such advanced automobiles
to the maximum extent feasible. The Administrator of General Serv-
ices shall, with the assistance of the Board, provide technical specifi-
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cations and other information with respect to automobiles certified
under this title as advanced automobiles and, together with all other
appropriate officers of the United States, take all steps which are
necepsary or apprapriate to comply with and to fmplement such regu-
lations with respect to all Federally owned motor vehicles, by the
earliest practicable date. .

Section 61}. Relationship to Antitrust Laws.—Subsection (a) states
that nothing in this title shall grant to any person immunity from
civil or orimifial Hability, or create any defenses to actions, under
the antitrust laws. ’

Subsection/(b) défines the term “antitrust laws.” ! a

Section 615. Authorization For Appropriotion.—This section au-
thorizes appropriations for purposes other than the obligation guar-
antee provisions of seetion 608. It provides for appropriations to the
Secretary not to exceed $55 million for the fiscal year ending June 30,
1976, $20 million for the transitional quarter ending September 30,
1976, and not to exceed $100 million for the fiscal year ending Sep-
tember 30, 1977.
. Cnaxces 18y Existing Law

In complianée with subsection (4) of Rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill as re-
ported are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in whieh noehange is proposed is shown in roman) : T

Every manufacturer of new automobiles distributed in commerce
shall, prior to the-delivery of any new automobile to any dealer, or at
or prior to the introduction date of new models delivered to a dealer
prior to such introduction date, securely affix to the windshield, or
side window of such automobile a label on which such manufacturer
shall endorse clearly, distinctly and legibly true and correct entries

‘digclosing the following information concerning] désclosing the in-
opmation required by the Auwtomobile Fuel Economy Adt together
with the following information concerpgng such automobile.

Estimatep Costs

P’u'rsuant to the requirements of section 252 of the Iegislative Reor-
ganization Act of 1970, the Committee estimates that the cost of the
proposed legislation will be as follows:

Fiscal year—

Transitional
Title 1976 quarter 1977 1978
1, Automotive fuel economy________ a1k, 000,000 750, 000 3,000, 000 3,000, 000
It Astomotive R. & D_... ... ... ... _____ 55,000,000 20,000,000 160,000,000 .o ... ...

i 8 iR Gt AREE L Ol 4., 6 0 L8 4 90 T 56, 000,000 20,750,000 103, 000, 000 3, 000, 000
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No provision is made in the above cost estimates for any .porgion
of the funds authorized to be appropriated by title IXto cover the costs .
to the Federal Government of defaults on obligations guaranteed pur-
suant to section 608 of the Motor Vehicle Information and Cost Savings
Act as amended by section 202.

Outstanding indebtedness guaranteed under sectich 608 is Jimited
to $175 million. As the default rate has historically bség low with this
type of obligation guarantee program, appropriationg for this pur-
pose should be small.

Recorp Vores 1N COMMITTEE

1. On the motion by Senator Griffin to substitute a veluntary fuel
economy program for the mandatory standards in the bill:
Yeas (3): Nays (9) :

Mr. Beall Mr. Buckley

Mr. Griffin Mr. Ford

Mr. Stevens Mr. Hart
Mr. Hollings
Mr. Magnuson
Mr. Moss
Mr. Pastore
Mr. Stevenson
Mr. Tunney

2. On the motion by Senator Hart to allow modification of the

model year 1980 fuel economy goal, and to allow a review in 1982 of
the 1985 goal:

Yeas (8): Nays. (1) :
I\}r. Ford ysM(r. )Stevenson
Mr. Griffin
Mr. Hart
Mr. Hollings
Mr. Magnuson
Mr. Moss
Mr. Pastore
Mr. Tunney

3. On the motion by Senator Hollings to delete the rebates
provision : i

Yeas (4): Nays (7).; ,
Mr. Hollings l\ér.)Be‘all
Mr. Magnuson Mr. Ford
Mr. Moss Mr. Griffin
Mr. Tunney Mr. Hart

Mr. Inouye
Mr. Long

Mr. Stevens
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4. On the motion by Senator Hollings to delete the rebates and
penalties provisions:

Yeasii(iég 2 Nays (0) :

Mr. Ford

Mr. Griffin
Mr. Hart

Mr. Hartke
Mr. Hollings
Mr. Inouye,
Mr. Long

Mr. Magnuson
Mr. Moss

Mr. Pastore
Mr. Stevens
Mr. Stevenson
Mr. Tunney

5. On the mation by Senator Griffin to require fuel economy stand-
ards for aircraft:

Yeas (2): « Nays (7):
M(r.)Beall yhér.)Cannon
Mr. Griffin Mr. Ford

‘ Mr. :IE-IIalrlt
Mr. Hollings
Mr. Magnuson
Mr. Moss
Mr. Tunney
6. On the motion to report the bill favorably :

Yeas (11}7’ Naysbf5): :

Mr. Cannon r. Beall
Mr. Ford Mr. Buckley
Mr. Hart Mr. Griffin
Mr. Hartke { Mr. Inouye
Mr. Hollings Mr. Stevens
Mr. Long

Mr. Magnuson

Mr. Moss

Mr. Pastore

Mr. Stevenson

Mr. Tunney

Text or S. 1883, s RrrPorTED

A BILL To conserve gasoline by directing the Secretary of Transportation to
establish and enforce mandatory fuel economy performance standards for new
automobiles and new light duty trucks, to establish a research and development
program leading to advanced automobile prototypes, and for other purposes
Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled,

TITLE I—AUTOMOBILE FUEL ECONOMY

Sec. 101. This title may be cited as the “Automobile Fuel Economy
Act of 1975”.
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Sec. 102. The Motor Vehicle ¥Information and Cost Savings Act
?5 U.S.C. 1801 et seq.) is amended by adding at the end thereof the
ollowing new title:

“TITLE V—FUEL ECONOMY

“SHORT TITLE

A“Sm. 501. This title may be cited as the ‘Automabile Fuel Economy
et’.
“DECLARATION OF POLICY

“Sec. 502. (a) Finpmxas.—The Qongress finds that—

“(1) Automobiles are the single Jargest and mest significant
user of petroleum products.

“(2) The amount of fuel m‘ﬁired for automobile and light
duty truck transportation could be substantially reduced through
techmologically feasible igaprovements in automobile and light
duty truck fuel economy.

“(b) Purease.—It is therefore declared to be the purpose of the Con-
gress in thistitle—

“(1) to assure, to the maximum extent practicable, that manu-
facturers of automebiles and light duty trucks reduce the amount
of fuel consumed by new automobiles and lifht duty trucks per
mile traveled without reducing standards for safety, damage-
ability, or environmental gunality ; and

142) to increase the industrywide average fuel economy for new
automobiles to achieve at least a §0-percent improvement in such
average by model year 1980, and at least a 100-percent improve-
ment 1n such average by moedel year 1985, over the model year 1974
industrywide average fuel economy level of 14 miles per gallon.

“PEFINITIONS

“Skc. 503. As used in this title, the term—

“(1) ‘Administrator’ means the Administrator of the Environ-
mental Protection Agency;

#(2) ‘automabile’ means a four-wheeled vehicle propelled Ly
fuel which is manufactured primarily for use on the public streets,
roads, and highways, excgpt-any vehicle gperated exclusively on a
rail or rails, and which has as its primary intended function the
transportation of net more than ten individuals. The term does
not include any wehicle manufactured for export, and exported,
from the United States;

“(3) ‘average fuel gconemy’ means an harmenic average of fuel
econamy weighted on the basis of automobiles manufactured, or
light duty trucks mapufactured, as approprigte. As used in this

ragraph, ‘harmonic average of ecanomy weighted on the

is of automobiles manyfactured, or light duty trucks manufae-
tured, as approprigte, means the total nwmber of automobiles or
light duty trucks, as appropriate, manufactured for sale in the
United States in a given model year. by a manyfacturer and its
affiliates, divided by a sum of terms, each term of which is a frac-
tion created by dividing the number of automobiles of a given
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model type produced in a given model year by the fuel economy
measured for each particular model type, as determined by the
Administrator; : _

“(4) ‘dealer’ means any person engaged in the business of sell-
ing new automobiles or new light duty trucks, as appropriate, to
purchasers who buy for purposes other than resale;

“(5) ‘fuel’ means gasoline and diesel oil ;

“(6) ‘fuel economy’ refers to the average number of miles
traveled in representative driving conditions by an automobile
or light duty truck per gallon of fuel consumed, as determined
by the Administrator in accordance with test procedures estab-
lished by rule. Such procedures shall require that fuel economy
tests be conducted in conjunction with emissions tests mandated
by 7sgction 206 of the Clean’' Air Act, as amended (42 U.S.C.
1857£-5) ;

“(n )light duty truck’ means any motor vehicle rated at 6,000
pounds gross vehicle weight or less which (A) is designed pri-
marily for purposes of transportation of property including a
derivative of such a vehicle, or (B) has special features modify-
ing such vehicle for predominant offstreet or offhichway opera-
tion and use. The term does not include any vehicle manufac-
tured for export, and exported, from the United States;

“(8) ‘manufacturer’ means a manufacturer or an importer of
automobiles or light duty trucks;

“{9) ‘manufactured’ includes imported ;

“(10) ‘model type’ means a particular class of automobile or
light duty truck, as defined by the Secretary in close consultation
with the Administrator; and

“(11) ‘model year’, with reference to any specific calendar year,
means the manufacturer’s annual production period (as deter-
mined by the Administrator) which includes Januaty 1 of such
calendar year. If the manufacturer has no annual production pe-
riod, the term ‘model year’ shall mean the calendar year.

“MINIMUM FUEL ECONOMY PERFORMANCE STANDARDS

“Src. 504. (a) EstarrisamenT.—(1) Not later than July 1, 1975,
the Secretary, in consultation with the Administrator and the Admin-
istrator of the Federal Energy Administration, shall establish, by rule
pursuant to section 553 of title ¥, United States Code, minimum aver-
age fuel economy performance standards for atutomobiles that are
manufactured in each of the model years from 1977 through 1985.
The standards, which shall be equally applicable to each manufac-
turer. shall be set for each such model year at a level which the Secre-
tary determines is the maximum feasible such level and which is high
enough to result, by model year 1980, in an industrywide average fuel
economy level which represents at least a 50-percent improvement
over the industrywide average fuel economy level for model year
1974. Such standards shall be set at a level which is high enough to
resilt, by model year 1985, in an industrywide average fuel economy
level which represents at least a 100-percent improvement over the
industrywide average fuel economy for model year 1974. Such stand-

-
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ards shall be designed in such a manner as to result in steady progress
toward the achievement of such improvement goals for model years
1980 and 1985. \ : y

“(2) Not later than August 1, 1975, the Secretary, in consultation
with the Administrator and the Administrator of the Federal Energy

Administration, shall establish, by rule pursuant to section 553 of title
5, United States Code, minimum average fuel economy performance
standards for light duty trucks that are manufactured in each of the
model years from 1977 through 1985. The standards, which shall be
equally applicable to each manufacturer, shall be set for each such
model year at a level which the Secretary determines is the maximum
feasible such level. 1 :

“(3) In establishing standards under this subsection the Secretary
shall take into account the impact of other Federal standards appli-
cable to automobiles and to light duty trucks, as appropriate. :

“{(4) The Secretary may, by rule promulgated pursuant to section
553 of title 5, United States Code, exempt from the requirements of
standards promulgated under this subsection any manufacturer who
‘manufactures not more than 10,000 automobiles per model year if ( A;
such automobiles are sold predominantly for commercial use; (B
such exemption will not significantly detract from the goals specified
in paragraph (1) of this subsection; and (C) such exemption is neces-
sary to avoid an unreasonable burden on such manufacturer. When-
ever such an exemption is granted to a manufacturer, the Secretary
shall simultanepusly.establish and promulgate for such manufacturer
alternate stahdards which shall represent the maximum feasible level
of fuel economy for such manufacturer for the term of such exemption.

“(5) The Secretapyshall, not later than January 1 of each calendar
year beginning in 1976, maKe a review of the standards promulgated
pursuant to this subsection which are applicable to future model years.
The Secretary shall publish the results of each such review in the Fed-
eral Régister. The reifisiv required to be made by January 1, 1979 shall
inolude a compréehengive anakysis of the program required by this title.
Such analysis shall include an assessment of the ability of the Nation
to meet the industrywide average fuel economy requirement for 1985,
as specified in paragraph (1) of this subsectioni, and any legislative
recommendations the Becreta#y might have for improving the pro-
gram reguired by this title. :

“(6) - Any average fuel economy performance standard promul-
gated under this-subsection and any amendment thereto which would
change the fuel economy reduired in a given model year, shall be pro-
mulgated at least 18 months prior to the beginning of the model year
with respect to which such standard or amendment is applicable, ex-
cept that the standard applicable to model year 1977 shall be promul-
gated at least 12 months prior to the beginning of such model year.

“(b) AmExpmeNT AND MoprrroaTion.—(1) The Secretary may,
from time to time, upon the basis of new information, amend, modify,
or revise any average fuel economy performance standard established
under subsection { a.% of this section. No such amendment, modification,
or revision is authorized if it would reduce such a standard below the
minimum level necessary to meet the improvement goals for model



40

years 19‘;95)_ ﬁun&i 1985, a,;t s&eaiﬁed in subsection (a){1) of this dection,
or as modified pursme ars, 2) of this subseetion.
“(2) If the Secretary ﬁndg— s
#(A) in the course of the review required to be made by Jan-
uary i, 1877 or prier thereto, that the improvement goal for model
year 1980, as specified in subsection (a)(1) of this section; or
*(B) in the course of the review required to be made by Jan-
ua.xgel, 1979 or by Januvary 1, 1982, that the improvement goal for
model year 1985, as specified in subsection (&) (1) of this section;
cannot reagsonably be attained or could reasomably be made more
stringeat, the Secretary is authorized to establish a modified goal at
a level that represents the maximum feasible industrywide average
fuel economy fer model year 1980, or for model wear 1985, ad the case
may be. Any such modified goal shall be estab].isged by rule pursuant
to section 533 of title 5, United States Code, and shalil not be subject
te judicial review. A notice of the establishment of such a modified
goal shall be promptly submitted to the Congress by the Secretary.
Suech & modified geal shall become effective and have the force and
effect of law 60 days after the date of such submission, unless either
House of Congress disapproves such modified goal by resolution of
disapproval in aecordance with section 1017 of Public Law 93-344
31 U.S.C, 1407). If either House of Congpess disapproves such modi-
ed goal, the Secretary may establish a new modified goal and sub-
mit a new notiee or the Secretary may resubmit the same notice to the
Congngsﬁ, except that no such notice may be submvitted—
“€i) later than June 30, 1977, with respect to the review re-
T A g respect
11) jater than June 30. 1979, with to the revi
Aén‘e)d lhgw J t}lnuar 1, 1979; and ' Rpi
“(iii) la an June 30, 1982, with respect to the revi -
o quired by January 1, 1982, i o Rl
(c) Couerranor.—Each manufaeturer shall, after the date of
enactment of this Aet, eomply with any applicable minimum average
el eeonomy performance standard. Compliance is to be determined
by the Admmwtmt_aay, in aceordance with test procedures to be estab-
lished by the Administrator by rule pursuant to section 553 of title 5,
United States Code, Nothing in this tithe shall be donstrued to require
each individual automobile or light duty truck manufactured by a
particular manufacturer to meet the applicable minimum average
fuel economy performance standard ; a manufacturer is in eompliance
if the average fuel economy of all automobiles or eoht duty trucks, as
appropriate, manufactured by such manufacturer (ﬁn'ing a particular
gzdogiln yiartequallls }(I)r exoegdésil sugll:ds_tanda;d for such model year. The
istrator shalt report the findings of compliance determinati
bo‘gl()ﬁ)Se;wta.ry. M : ngs P erminations
UDICIAL Review.—(1) Any person who may be adversel
affected by any rule promulgated under this seetion mZy, at any timz;
prior to 60 days after such rule is premulgated, file a petition for
judiciad review of such rule, in the United States Court of Appeals
for the Distriet of Columbia or in the United States Court of Appeals
for any. circnit in which such persoen resides or maintains its principal
place of business. A copy of the petition shall be forthwith transmitted
by the clerk of such court to the Secretary or the Administrator, as

-
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the case may be. The Secretary or Administrator, as the case may
be, shall thereupon cause to be filed in such court the reeord of the
proceedings upon which the rule which is under review was based,
28 provided in section 2112 of title 28, United States Code. Upon the
filing of such petition, the court shall bave jurisdiction to review the
rule in accordance with chapter 7 of fitle 5, United States Code, and
to grant appropriate relief as provided in such ehapter.

“(2) If the petitioner applies to the court in a proceeding under
paragraph (1) ,of this subseetion for leave to make additional sub-
missions, and shows to the satisfaction of the court that sueh additional
submissions are material and that there were reasonable grounds for
the failure to make such submisaions in the administraive tgroceedimg,.
the court may orderthe Secretary or the Administrator, as the case may
be, to provide additional opportunity to make such submissiens. The
Secretary, or the Administeator, s the case may be, may modify or
set aside the rule invelved or make a new rule by reason of the addi-
tional submissions and shall file any such modified or new rule with
the return of such additional submissions. The court shall thereafter
review suich new or modified rule.

“(3) The judgment of the court affirming or setting aside, in whole
or in part, any such rule be final, subject to review by the Supreme
Court of the United States upon eextiorari or eextification, as provided
inrsection 1254 of title 28, United States Code.

“(4) Remedies under this subseetion shall be in addition te, and not
in lieu of, any other remedies provided by law.

“DUTIES AND POWERS OF THE SECRETARY AND THE ADMINISTRATOR

“Skc. 505. (a) GENErAL.— (1) For purposes of carrying out the pro-
visions of this title, the Secretary or the Administrater, or their duly
designated agents, may hold such hearings, take such testimony, sit and
act at such times and p{aces. administer such oaths, and require, by sub-
pena or otherwise, the attendance and testimony of such witnesses and
the production of such, baoks, papers, correspondence, memorandums,
contracts, agreements, or other records as the Secretary, the Adminis.
trator, or such agents deem advisable. The Secretary, the Adminis-
trator, or their duly designated agents, shall at all reasonable times
have access to, and for the purpose of examination the right to copy,
any documentary evidence of any person having materials or informa-
tion relevant to any function of the Secretary or of the Administrator
under this title. The Se¢retary or the Administrator is authorized to
require, by general or special orders, any persen to file, in such form
a5 the Secretary or the Administrator may préscribe, reports or an-
swers in writing on specific qluestions relating to any such function.
Such reports and answers shall be made under oath or otherwise, and
shall be filed with the Secretary or the Administretow within such rea-
sonable period as the Seeretary or the Administrator may prescribe,

“(2) The distriet court of the United States for a judicial distriet
in which an inquiryis carried on may, in the case of contumaoy or
refusal to obey a duly authorized subpena or order issued under para-
graph (1) of this subsection, issue an order requiring compliance
with such subpena or order. Any failure to obey such an order of the
court may be punished by such court as a contempt thereof.
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“(3) Witnesses summoned pursuant to this subsection shall be paid
the same fees and mileage that are paid witnesses in the courts of the
United States.

“(b) InspecTION.— (1) Each manufacturer shall establish and main-
tain such records, make such reports, conduct such tests, and provide
such material and information as the Secretary or the Administrator
may reasonably require to carry out their duties under this title and
under any rules promulgated pursuant to this title. A manufacturer
shall make all of such items and information available, in accordance
with such reasonable rules as the Secretary or the Administrator may
prescribe. Upon the request of a duly designated agent of the Secre-
tary or of the Administrator, a manufacturer shall permit such agent
to 1nspect finished automobiles or light duty trucks and appropriate
books, papers, records, and documents.

“(2) The district court of the United States for a judicial district
in which an inspection is carried out or requested may, if a manu-
facturer refuses to accede to any reasonable requirement or request
issued or made under paragraph (1) of this subsection, issue an order
requiring compliance with such requirement or request. Any failure to
obey such an order of the court may be punished by such court as a
contempt thereof.

“(c) Pusric Discrosure oF InrormaTION.—The Secretary or the
Administrator shall disclose information obtained under this title to
the public, except that any information which contains or relates to a
trade secret or other confidential information referred to in section
1905 of title 18, United States Code, which if disclosed would result
in significant competitive damage, shall not be disclosed to the public
(other than to officers or employees concerned with carrying out this
title), unless such information is relevant to any proceeding under
this title. Nothing in this subsection shall authorize the withhold-
ing of information by the Secretary or the Administrator, or any
officer or employee under their control, from any duly authorized com-
mittee of the Congress.

“(d) RepresentaTioN.—Notwithstanding any other provision of
law, the Secretary or the Administrator may direct their own attor-
neys to represent them in any civil action under or arising out of any
provisions of this title.

SLABELING AND ADVERTISING

“Src. 506. (a) STickEr.—Beginning no later than 90 days after the
date of enactment of this title, each manufacturer shall cause to be
affixed to, and each dealer shall cause to be maintained on each new
automobile and new light duty truck, in a prominent place, a sticker
indicating the fuel economy which a prospective purchaser can expect
from such automobile or light duty truck, and the estimated average
annual fuel costs associated with t{e operation of such automobile or
light duty truck. The form and content of such sticker shall be estab-
lished and promulgated by the Secretary, by rule pursuant to section
5538 of title 5, United States Code, after consultation with the Federal
Trade Commission, the Federal Energy Administration, and the
Administrator.

-
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“(b) DiscLaimer.—Posting of the fuel economy information re-
quired by subsection (a) of this section shall not be construed to
constitute, directly or indirectly, a warranty as to fuel economy per-
formance. Nothing in this section shall be deemed to prohibit a
manufacturer or dealer from represeriting orally or in writing that the
information required to be dichosed by this section is based on repre-
sentative driving conditions as determined by the Administrator.

“(c) Apvertising.—The Federal Trade Commission shall, by rule
pursuant to section 553 of title 5, United States Code, identify the
categories and types of advertisements for new automobiles and light
duty trucks which it shall direct to contain the information which
{)s required under subsection (a) of this section, to the extent prescribed

y 1t.

“(d) ConrormiNne AMENDMENT—Section 8 of the Automobile In-
formation Disclosure Act (15 U.S.C. 1232) is amended by striking out
in the first paragraph ‘disclosing the following information con-
cerning’ and inserting in lieu thereof ‘disclosing the information
required by the Automobile Fuel Economy Act together with the
following information concerning’.

“PROHIBITED CONDUCT

“Sgpc. 507. The following conduct is prohibited :

“(1) the failure to provide information as required in accord-
ance with this title; ,

“(2) the failure to permit inspection pursuant to this title;
~ “(8) the failure to comply with any labeling and advertising

uirement mandated or authorized under section 506 of this
title ; and ,

%(4) the failure to comply with any other provision of this title
or 1a,ny standard, rule, regulation, or order issued pursuant to this
title.

“CIVIL PENALTY

“Skc. 508. (a) DerErMiNATION OF PENALTY.—(1) Any manufac-
turer who is determined by the Secretary, after a proceeding (not to
exceed 180 days in length) in accordance with section 554 of title 5,
United States Code, to have failed to comply with section 504(c) of
this title shall be liable to the United States for a civil penalty of not
less than $50 and not more than $100 for each mile per gallon by which
the average fuel economy of the automobiles or light duty trucks, as
appropriate, manufactured by such manufacturer during the same
model year falls short of the applicable minimum fuel economy per-
formance standard established under section 504(a) of this title, mul-
tiplied by the total number of automobiles or light duty trucks, as
appropriate, manufactured by such manufacturer during such model
year. Fractional miles per gallon deviations from an applicable stand-
ard shall be penalized on the basis of the $50 to $100 civil penalty
multiplied by such fraction.

“(2) Any person who is determined by the Secretary, after a pro-
ceeding in accordance with sectioh 554 of title 5, United States Code,
to have violated a prowision of section 507 of this title, other than para-
graph (4) thereof, shall be liable to the United States for a civil pen-
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alty of not more than $10,000 for each violation ; each day of a eontin-
uing violation ig a separate violation, )

_%3) The amount of a civil penalty undex paragraphs (1) or (2) of
this subsection shall be assessed by the Secretary%)y written notice.

“(b) Waiver or PEnavLTy.—(1) Except as provided in parggraphs
(2) and (3) of this subsection, the Secretary may waive, modify, or
remit; with or without conditjons, a civil penalty for whach a manu-
facturer is determined to be liable under subsection. (a) of this secbion
only (A) to the axtent necessary to prevent the insolvency or bank-
ruptcy of the manufacturer involved; (B) to the extent appropriate
to-neflect the impact of any acts of God, fires, or strikes on the failure
to attain an applicable standard; or (C) to the extent necessary to
prevent the substantial lessening of competition within the automobile
or light duty truck industries.

“(2) The Secretary may waive or modify a civil penalty for which
a manufacturer is determined to be lable under subsection (a)(1)
of this section if the manufacturer involved demonstrates to the
Secretary that if the penalty were paid the manufacturer would lack
sufficient capital and the ability to attract sufficient capital to manu-
facture automobiles or light duty trutks, as appropriate, in compliance
with minimum average fuel economy performance standards and at
competitive prices. Before granting any such waiver or modification
the Secretary shall examine and approve a compliasiee plan which
shall be submitted by the manufactirer seelsing such waiver or modi-
fication. A compliance plan shall specify the manner in whieh ap-
plicable average fuel economy perfgrmance standards will be com-
plied with in the fuiture.

“(8) The Beeretary may waive, or modify a civil penalty deter-
mined under subsection (a) (1) of this section if, and, to the extent
that the manufacturer involwed demonstrates to the Secretary that
its failure to eomply with an applicable average fuel economy per-
formance standard resulted from an unanticipated retail sales mix
among different classes of automobiles or light duty trucks, as appro-
priate, manufactured by it and that such mix was beyond the control
of the manufacturer: Provided] That the Seergfdry may not wilve
or modify any such penalty uhless the manufaeturer mvolved dem-
onstrates to the Secretary that it included in its automobiles or light
dutly ttucks, as appropriate, all of the imptrovements to increase fuel
#conomy that were technologically feasible, and'tHat it mide a good
faith effort to produce or stinrelate a retail sales mix that would htvé
resulted in compliance with the dpplicable standapds, throught ddvets
tigity, pricing practices. availability of models, and any other means:

“(c) Rucovrment or Penarry.—A manufacturer who pays a civil
penalty as a result of a determinatioft urider subsection (a) (1) of this
section may recou‘gl from the United States all' or purt of the amount
paid if, in any of the next five model years, such mahufacturer excéeds
the minimwm average fuel économy perforrsancs standdard applicable
in that model year. The amount récouped shall be calculated by multi-
plying (1) the number of miles per gallofi (6r fraction théreof) by
which swch manufacturer exceeds the applicable average fuel economy
performance standard, multiplied by (2) the total number of auto-
mobiles or light duty trucks, as appropriate, manufactured by stuch
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manufacturer during such model year and by (3) the per mile rate
at which the civil penalty was assessed against such manufacturer.
The total amount recotped by a mwamufacburer shall not exceed the
amount of any such civil penalty paid by such manufacturer.

«(d) Jupiciar Review.—(1) Amny interested person may obtain
review, in the appropriate court of appeals of the United States, of 2
civil penalty assessed under this section. Such review may be obtained
by filing 8 notice of appeal in such court within 30 days after the date
of the order assessing such a penaity and by simultaneonsly sending a
copy of such notice by certified mail to the Secretary. The Secretary
shall promptly file in such court a certified copy of the record upon
which failure to comply or violation was found and such penalty im-
posed. The determinations of the Secretary shall be set aside if found
to be unsupported by substantial evidence, pursuant to section 706(2)
(E) of title 5, United States Code. v

““(2) Tf any person fails to pay an assessment of a civil penalty after
it has become a final and unappealable order, or after the appropriate
court of appeals has entered final judgment in favor of the Secretary,
the Attorney General shall recover the amount assessed in any appro-
priate district court of the United States. In such action, the validity
and appropriateness of the final order imposing the civil penalty shall
not be subject to review. :

“RELATIONSHIP TO STATE LAW

“Spe. 509. After the effective date of any rule that is promulgated
under this title relating to minimum average fuel economy perform-
ance standards, or to fuel economy labeling or advertising, no State
or political subdivision thereof may adopt or enforce any standards
relating to such matters which are inconsistent therewith.

“RERORTS

“Sgc. 510. (a) Within 180 days after the date of enactment of this
title, the Secretary shall prepare and submit to the appropriate com-
mittees of the Congress and the President a comprehensive report set-
ting forth findings and contgining aonclusions and recommendations
with respect to the 45 miles per hour national maximum speed limit
established by Act of Congress. Such report shall include, but net be
%imited to, an examination d?f the exlt;eilnt of com-ﬂgance W“{-,h st}ldh speed

imit by region, State. and geographic area; the amount of gasoline
that gphably would have been saved if all motorists had complied
with such speed limit ; and the feasibility, practicality, safety, and as-
sociated energy savings of s requirement that manufacturers install en
all new automobiles, new Yght duty trugks. and other new motor ve-
hicles devices that would make it impossible to opgrate such vehicles
at speeds in excess of such national maximum speed limit for any sus-
tained period of time. i

“(b) Within 180 days after the date of gnactment of this title, the
Becretery shall prepare and submit to the Congress and the President
a comprehensive report setting forth findings and containing con-
clusions and recommendations with regpect to a requirement that each



46

new automobile and light duty truck be equipped with a fuel flow in-
strument reading directly in miles per gallon and the most feasible
means of equipping used automobiles and used light duty trucks with
such instruments. Such report shall include, but not be limited to, an
examination of the effectiveness of such instruments in promoting
voluntary reductions in fuel consumption, the cost of such instruments,
means of encouraging automobile and light duty truck purchasers to
voluntarily purchase automobiles or light duty trucks, as appropriate,
equipped with such instruments, and any other factor bearing on the
cost and effectiveness of such instruments and their use.

“AUTHORIZATION OF APPROPRIATIONS

“Sec. 511. There are authorized to be appropriated to the Secretary
for carrying out the provisions of this title funds not to exeeed $1,-
000,000 for the fiscal year ending June 30, 1976 ; not to exceed $750,000
for the transitional quarter ending September 80, 1976; not to exceed
$3,000,000 for the fiscal year ending September 30, 1977; and not to
exceed $3,000,000 for the fiscal year ending September 30, 1978.”.

TITLE II—RESEARCH AND DEVELOPMENT

Sec. 201. This title may be cited as the “Automotive Transport Re-
search and Development Act of 1975”.

Sec. 202. The Motor Vehicle Information and Cost Savings Act (15
U.S.C. 1901 et seq.), as amended by title I of this Act, is further
amended by adding at the end thereof the following new title:

“TITLE VI—RESEARCH AND DEVELOPMENT
*“SHORT TITLE

“Sec. 601. This title may be cited as the ‘Automotive Transport
Research and Development Act’.

“FINDINGS AND PURPOSES

“Src. 602. (a) Finpings.—The Congréds finds that—

“(1) Existing automobiles, on the average, fall short of meeting
the Jong-term goals of the Nation with respect to safety, environ-
mental protection, and energy consefvation.

“(2) Advanced alternatives to existing automobiles coyld, with
sufficient research and development effort, meet these long-term goals,
and have the potential to be mass produced at reasonable cost. Such
advanced automobiles could be operated with significantly less adverse
environmeéntal impact and fuel consumption than existing automo-
biles, while meeting all of the other requirements of Federal law.

“(3) Insufficient resources are being devoted, both by the Federal
Government and by the private sector, to research and development
of advanced automobiles and automobile components.

“(4) An expanded research and development effort by the Federal
Government into advanced automobiles and automobile components
would complement and stimulate cotresponding efforts by the private
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sector and would encourage automobile manufacturers to consider
seriously the substitution of such advanced alternatives for existing
automobiles and automobile components. !

“(8) The Nation’s energy, safety, and environmental problems are
urgent, and therefore advanced automobiles and automobile com-
ponents should be developed, tested, and prepared for manufacture
within the shortest practicable time. pop g

“(b) Purroses.—It is therefore the purpose of the Congress in this
title—
“(1) to make contracts and grants for, and support through
obligation guarantees, research and develoggnent leading to pro-
duction prototypes of advanced automobiles within 4 years
from the date of enactment of this title, or within the shortest
practicable time consistent with appropriate research and devel-
opment techniques, and to secure the certification after ,testmg
of those prototypes which are likely to meet the Nation’s long-
term goals with respect to fuel economy, safety, environmental
protection, and other objectives;and gy )

“(2) to preserve, enhance, and facilitate competition in re-
gearch, development, and production of existing and alternative
automobiles and automobile components.

1 “DEFINTTIONS

“Spc. 603. As used in this title, the term—
X “(1) ‘Administrator’ means the Administrator of the Energy
Research and Development Administration; y
“(2) ‘advanced automobile’ means a personal use transportation
vehicle propelled by fuel, which is energy-efficient, safe, damage-
resistant, and environmentally sound and which— -
“(A) requires, consistent with environmental requirements,
the least total amount of energy to be consumed with respect
to its fabrication, operation, and disposal, and represents a
substantial improvement over existing automobiles with re-
spect to such factors; . i
“(B) can be mass produced at the lowest possible cost
consistent with the requirements of this title; )
“(C) operates safely and with sufficient performance with
respect to acceleration, cold ‘weather starting, cruising speed,
-and other performance factors; : '
“(D) to the extent practicable, is capable of intermodal
adaptability; and g B
- “(E) ataminimum, can be produced; distributed, operated,
and disposed of in compliance with any requirement of Fed-
eral law, including, but not limited to, requirements with
respect to fuel economy, exhaust emissions, noise controly
safety, and damage resistance; 0 3
“(3) ‘damage resistance’ refers to the ability of an automobile
to withstand physical damage when involved-in an accident;
“(4) ‘developer’ means any person engaged in whole or in part
in research or other efforts directed toward the development of
production prototypes of an advanced automobile or automobiles;
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“(5) “uel’ means any energy source capable of propelling an
automobile;

“(6) ‘fuel economy’ refers to the average number of miles
traveled in representitive drivimg conditions by an automobile
per gallon of fuel consumed, as determined by the Administrator
of the Environmental Protection Agenvy, in accordance with test
procedures established by rule. Such precedures shall require
that Fu€l 'economy ‘tests be conducted in eonjunction with emis-
sionsftesjts mandated by section 206 of the Clean Air Act (42 U.8.C.
18571-5)

“(7) “intermodal adaptability’ refers to any characteristic of
an autemeobile which enables it to be operated or canried, or which
facilitates such operation or carriage, byier on an alternate mode
or other system of transportation;

“('8) ‘prodwction prototype’ means an antomobile swhich is in its
final stage of development and which is capable of being placed
into preduction, for sale at retail, in quantities exceeding 10,000
automobiles per year;

“(9) ‘relimbility’ refers to the average time and distamce over
which normal autemobile operation can be expected without re-
pair or replacement of parts, and to the ease of diagmosis and
repair of an automobile and of its systems and parts which fail
during use or which are damaged in an accident ;

“(10) ‘safety’ refers to the performance of an gutomobile or
automobile equipment in such a manner that the public is pro-
tected against unreasonable risk or accident and against unrea-
sonable risk of death or bodily injury in case of accident ;

“(11) “Secretary’ means the.Secretary of Transpertation;

“(12) ‘State’ means any State, the Distriet of Columbia, the
Commonwealth of Puerto Rico, the Virgin Tslands, Guam, Amer-
ican Samoa, or any other territory or possession of the United
States; and

“(13) “Vehicle Certification Board’ means the Low-Emission
Vehicle Certification Board established pursnant to section 212
of the Clean Air Act (42 U.S.C. 1857f-6e).

“DUTIES OF THE SECRETARY

“Sec. 604. The Seevetary shall establish. within the Department of
Transportation, a program to insure the dsex'eiopment of one or more
produetion prototypes of an advancsd automebile or advanced auto-
mobiles within 4 years after the date of enactment of this title, or
within the shortest praetical time censistent with appropriate re-
search and development technigues and which utilizes, to the maxi-
mum extent practicable, nonpetroleum base fuels. In furtherance of
the purpeses of this title, and in order to stimulate such dewelopment
of an advanced automobile by private interests, the Seeretary shall—

“(13. make contracts and grants for research and dewvelopment
efforts which are likely to lead or contribute to the development
of an advanoced automobile or advanced automobiles in accordance
with the provisions of section:607 of this title ;

“(2) make obligation gunarantees for yesearch and dewvelop-
ment efforts which show promise of leading or contributing to the
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development of an advanced automobile or advanced automobiles,
in accordance with the provigions of section 608 of this title;

“(3) establish and conduct new projects and aceelerate existing
projects within the Department of Fransportation which may
contribute to the development of production protetypes of an ad-
vanced automobile or advanced automobiles;

“(4) test or direct the testing of production pretotypes, and
seeure eertification as advanced automobiles for those which meet
the api)li‘cabie requirventents; in accordance with seetion 609 of
this title;

eay c;)ll'ect, analyze, and disseminate to developers informa-
tion, data, and materials that may be relevant to the develepment
of an advaneed automobile or advanced automobiles;; .

“(6) prepare and submit studies, as required under section
612 of this title; and

“('7y evaluate any reasenable new er imgrovu} techuolagy, a
description of which is submitted to the Secretary in writing,
which could lead or contribute to the development of an advanced
automobile.

“COORDINATION BETWEEN THE SECRETARY ANDP THE ADMINISTRATOR

“Sic. 605. The Secretary shall not make contracts, grants or obli-
gation guaranteus for, or conduet or accederats, any researeh and dewvel-
opment which may duplicate, in whole or im substantial pazt, any
project. (1) that has been sponsored by the Administrator, under the
Federal Nonnuclear Energy Research and Development Aict of 1974
(42 U.8.C. 5901) or any other Federal law; or (2) that will be or is
likely to be so sponsored within the reasonably foreseeable future. The
Secretary and the Administrator shall consult and rate with
respect 0 their respective duties and responsibilities, and they shall
coordinate their respective activities, in areas of shared coneern, to the
extent praeticable, in order that the daties and responsibilities of both
officers may be performed in a way that will lead to the aceomiplish-
ment of the poliey of this title in the shertest time and in the most
efficient and cost-effective manner possible. The Administrator shall
assist the Secretary to the extent of the lawful authority of, and funds
appropriated to the Administrator, in the carrying out of any duties
deseribed in section 604 of this title.

“POWERS OF THE SECRETARY

“Swe. 606. In additien te the powers specifically enumerated in any
other provision of this title, the Seeretary is authorized to—

“(1) appoint such attorneys, employees, agents, consultants,
and other personne} as the Secretary deems necessary, define the
duties of such personnel, determine the amount of compensation
and other benefits for the services of such personnel and pay them
accordingly ;

“(2) precure temporary and intermittent serviees to the same
extent as is autherized under seetion 3109 of title & United States
Code, but at rates not to exceed $150 a day for qualified experts;
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“(3) obtain the assistance of any department, agency, or in-
strumentality of the executive branch of the Federal Government
upon written request, on a reimbursable basis or otherwise, iden-
tifying the assistance the Secretary deems necessary to carry out
any duty under this title. Such assistance shall include, but is not
limited to, the transfer of personnel with their consent and with-
out prejudice to their position and rating; 1

“(4) ‘enter into, without regard to section 3709 of the Revised
Statutes, as amended (41 U.S.C. 5), such contracts, leases, co-
operative agreements, or other transactions as may be necessary
in the conduct of duties under this title, with any government
agency or any person; and : alay

“(5) purchase; lense, or otherwise acquire, iImprove, use, or deal
in 4nd with any property; sell, mortgage, lease, exchange, or
otherwise dispose of any property or other assets; and accept gifts
or donations of any property or services in aid of any purpose

of this title.
“CONTRACTS AND GRANTS

“Sgo. 607. (a) GENeraL—(1) The Secretary shall provide funds,
by. contract and grant, fo initiate, continue, supplement, and main-
tain research and development programs or activities which, in the
Secretary’s judgment, appear likely to lead or contribute to the devel-
opment, in_ production prototype form, of an advanced automobile
or advanced automobiles. '

“(2) The Secretary is authorized to make such contracts and grants
with any Federal agency, laboratory, imiversity, nonprofit organizd.
tion, industrial organization, public or private -agency, institution,
organization, corporation, partnership, or individual. J
~ %(b) ConsvrratioN.~—In addition to the requirements of section 605
of this title, the Secretary, in the exercise of duties and responsibilities
under this section, shall consult with the Administrator of the Environ-
mental Protection Agency and shall establish procedures for periodic
consultation with representatives of science, industry, and such other
groups as may have special expertise in the area of automobile re-
search, development, and technology. The Secretary may establish an
advisory panel or panels to review and to make recommendations with
respect to applications for funding under this section. :

“(c) Procepure.—Each contract and grant under this section shall
be made in accordance with such rules and regulations as the Secre-
tary shall prescribe in accordance with the provisions of this section
and of section 602 of this title. Each application for funding shall be
made in writing in such form and with such content and other sub-

missions as the Secretary shall require.
“OBLIGATION GUARANTEES

“Sgc. 608. (a) GeneraL.—(1) The Secretary is authorized, in ac-
cordance with the provisions of this section and such rules and regula-
tions as the Secretary shall prescribe, to guarantee, and to make com-
mitments to guarantee, the payment of interest on, and the principal
balance of, loans and other obligations, if the obligation involved is,
or will be, entered into in order to initiate, continue, supplement, and
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maintain research and development programs or activities which, in
the Secretary’s judgment, appear likely to lead to the development,
in production prototype form, and to the availability, of an advanced
autemobile or advanced automobiles. Each application for such an
obligation guarantee shall be made in writing to the Secretary in such
form and with such content and other submissions as the Secretary
shall require, in order reasonably to protect the interests of the United
States. Each guarantee and commitment to guarantee shall be ex-
tended in such form; under such terms and conditions, and pursuant
to such regulations as the Secretary deems appropriate. Each guar-
antee and commitment to guarantee shall inure to the benefit of the
holder of the obligation to which such guarantee or commitment
applies. The Secretary is authorized to approve any modification of
any provision of a guarantee or a commitment to guarantee such an
obligation, including the rate of interest, time of payment of interest
or principal, security, or any other terms or conditions, upon a findin

by the Secretary that such modification is equitable, not prejudicia
to the interests of the United States, and has been consented to by
the holder of such obligation.

“(2) The Secretary is authorized to so guarantee and to make such
commitments to any Federal agency, laboratory, university, non-
profit organization, industrial organization, public or private agency,
institution, organization, corporation, partnership, or individual.

“(b) Exceprion.—No obligation shall be guaranteed by the Secre-
tary under subsection (a) of this section unless the Secretary finds
that no other reasonable means of finané¢ing or refinancing is reason-
ably available to the applicant.

“(c) Cuarees.—(1) The Secretary shall charge and collect such
amounts as the Secréetary may deeni reasonable ‘for the investigation
of applicatjons for the guarantee of an obligation, for the appraisal
of properties offered as security for such a guarantee, or for the issu-
ance of commitments to guarantee.

“(2) The Secretary shall set a premium charge of not more than

1 percent per year for a loan or other obligation guaranteed under
this section.
" %(d) Vaumrry.—No guarantée or commitment to guarantee an obli-
gation entered into by the Secretary shall be terminated, canceled, or
otherwise revoked, except in accordance with reasonable terms and
conditions prescribed bv the Secretary. Such a guarantee or commit-
ment to guarantee shall be conclusive evidence that the underlying
obligation is in compliance with the provisions of this section and
that such obligation has been approved and is legal as to principal,
interest, and other terms. Such a guarantee or commitment shall be
valid and incontestable in the hands of a holder as of the date when
the Secretary entered into the contract of guarantee or commitment to
pnarantee, except as to fraud, duress. mutual mistake of fact, or
material misrepresentation by or involving such holder.

“(e) Dreravrr aAND RECOVERY.—(1) If there is a default in any
payment by the obligor of interest or principal due under an obliga-
tion guaranteed by the Secretarv under this section., and such default
has continued for 60 days, the holder of such obligation shall have
the right to demand payment by the Secretary of such unpaid amount.
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ithin such period as may be specified jn the guarantee or related
Zgi‘g;ﬁllersxzs, bgf not later t}?an 45-days from the date of such demand,
the Secretary shall promptly pay to such obligee the unpaid interest
on, and unpaid principat of, the obligation guarvanteed by the Secretiry
as to which the obliger has defaulted, unless the Secretary finds that
there was no default by the obligor in the payment of interest or
principal or that such default has been remedied. d

“(2) If & payment is made by the Becretary under paragraph (1)
of this subsection, the Skevetany shall haye all rightis speg¢ified in
the guarantee or related agreements with respect to any security
which the:Secrethry held with respeet to the guarantee of such. obli-
gation, including, but not limited to, the authority to complgte, main-
tain, operate, leass, sell or otherwise dispose of any property acquired
pursuantto such guarantee or related agreements. ) yita

“(8) If there 18 aidefault under any guarantee or commitmen
guarantee an obligationg the Secretary shall notify the Atterney Gen-
eral who shall take such action against the obligor or any other parties
liable thereunder as is necessary to-protect the itterests of the United
States. The holder of such obligation shall make awvailable to the
United States all records and evidence necessary to prosecute any
sm‘z‘lz?)u?\m'rnmmfrxom FOR APPROPRIATIONS.— Lhere are authorized
to be appropriated to the Secretary sach sums as are necessary, not
toexceed $175,000,000, to-pay the interest on, and the principal balance
of, any obligation guarinteed by the Sec'retavg. a8 tio-which the obligor
has defaulted: Provided; That the outstanding indebtedness guar-
anteed under this section shall not exceed $175,000,000.

“TR&TENG AND  CERTIFICATION

“Skc. 609. (a) ExviroNMeENTAL PRoTECTION AGENCY.—The Admin-
istrator of the Environmental Protection Agency shall test, or cause
to be tested, in. a facility subject to Environmental Protection Agency
supervision, each production protetype of an autemobile developed in
whole or in part with Federal financial assistance under this title,
or referred to the HEnvironmental Protection Agency for such pur-
pose by the Secretary, to determine whether such production proto-
type complies with any exhaust emission standards or any other re-
quirements promulgated or reasonably expected to be promulgated
under any prowision of the Clean Air Act (42U.8.C. 1857 et seq. )., the
Noise Contro} Act of 1972 (42 U.S.C. 4901), or any other provision
of Federal law administered by, the Administrator of the Environ-
mental Protection Agency. In conjunction with any test for gompli-
ance withr exhaust emission standards under this section, the Admin-
istrator of the Environmental Protection; Ageney shall also conduct,
tests to determine the fuel economy ef such ,prototype automobile.
Such Administrater shall submit all test data and the results of such
tests to the Viehicle Certifieatien Board.

“(b) SecrerTARY.—The Seoretary shall test, or shall cause to be tested
in a facility subject to supervision by the Secretary, all production
protetypes of advanced autemobiles which the Secretary or a devel-
oper may submit to the Vehicle Certifieation Board for certification
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under subsection (c) of this section. Such tests shall be conducted,
according to testing procedures to be developed by the Secretary, to
determine whether each such automobile complies with any stand-
ards promulgated as of the date of such testing or reasonably
expected to be promulgated prior to the sale at retail of such automo-
bile, under any provision of the National Trafic and Motor Vehicle
Safety Act of 1966 (15 U.S.C. 1881), the Motor Vehicle Information
and Cost Savings Act (15 U.S.C. 1901 et seq.), the Automobile Infor-
mation Disclosure Act (15 U.S.C. 1232), and any other statute enacted
by Congress and applicable to automobiles. The Secretary shall also
refer any such automobile to the Administrator of the Environmental
Protection Agency for testing pursuant to the provisions of subsection
(a) of this section. All production prototypes of advanced automobiles
may be submitted to the Secretary for testing under this subsection,
including vehicles developed without any Federal financial assistance
under this title. All test data and the results of all tests conducted by
the Secretary, or subject to the Secretary’s supervision, shall be sub-
mitted to the Vehicle Certification Board, together with all conclu-
sions, and reasons therefor, with respect to whether the automobile
tested merits certification as an advanced automobile. The Secretary,
or the Administrator of the Environmental Protection Agency, if
appropriate, shall conduct, or cause to be conducted, any additional
tests which are requested by the Vehicle Certification Board and shall
furnish to such Board any other information which it requests or
which is deemed to be necessary or appropriate.

“(c) VericLE CERTIFICATION Boarp.—Upon application by a de-
veloper or by the Secretary, with respect to a production proto-
type of a particular automobile or automobiles, and upon the
receipt of all required and relevant test data and test results
pursuant to subsections (a) and (b) of this section, the Vehicle Cer-
tification Board shall certify such automobile as an advanced auto-
mobile or shall issue a denial of such certification with reasons therefor.
Each application for certification shall be made to the Vehicle Cer-
tification Board in writing, in such form and with such content and
other submissions as such Board may require. Each détermination
as to certification shall be made in accordance with such reasonable
rules.and régulations as such Board shall preseribe,

“PATENTS

“Sre. 610, (a) Trrie To INVENTIONS.—Whenever an invention is
made or conceived during; or in the course of, or as a consequence of,
activity gondueted in accordance with or related to a contract made
or entered: into under this title, title to such invention shall vest in the
United States, if the Secretary determines that—

“(1) the person who made the invention was employed or as-
signed to perform reséarch or development work, and that the
invention is related to the work such person was employed or as-
signed to perforin, or that it was within the scope of such person’s
emplayment duties, whether or not the invention was made dur-
ing working hours and whether or not the invention was made
with a contribution from the Government; or
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“(2) the invention is related to the contract, or to the work
or duties which the person who made the invention was employed
or assigned to perform, even though such person was not em-
ployed or assigned to perform research or development work, if
the invention was made during working hours, or if it was made
with a contribution from the Government.

As used in this subsection, the term ‘contribution from the Govern-
ment’ includes the use of Government facilities, equipment, materials,
allocated funds, information proprietary to the Government, or any
services during working hours of Government employees. If patents
are issued on such an invention the patents shall be issued to the
United States, unless in particular circumstances the Secretary, in
accordance with this section, waives all or any part of the rights of
the United States. 1

“(b) Rerorr.—Each contract entered into by the Secretary under
this title with any person shall contain effective provisions requiring
such person to furnish a prompt and written report to the Secretary
with respect to any invention, discovery, improvement, or innovation
which may be made in the course of, or as a consequence of, activity
conducted in accordance with or related to such contract. Each such
report shall contain accurate and complete technical information,
in accordance with specifications of the Secretary. !

“(¢) Warver.—The Secretary may waive all or any part of the rights
of the United States with respect to any invention or class of inven-
tions which is made, or which may be made, by any person or class
of persons in the course of, or as a consequence of, activity conducted in
accordance with, or related to, any contract under this title, pursuant
to regulations prescribed by the Secretary in conformity with the
provisions of this section, if the Secretary determines that the interests
of the United States and of the general public would best be served
by such a waiver. The Secretary shall maintain and periodically. up-
date a publicly available record of waiver determinations. In making
such déterminations, the Secretary shall strive— 1

" %(1) make the benefits of the advanced automobile research
" and development program widely available to the public in the
shortest practicable time; . )

%(2) promote the commercial utilization of such inventions;
Lt §3)’ encourage participation by private persons in the Secre-

tary’s advanced ‘automobile research and development program;

ahd. '
" (4) foster competition and prevent undue market concentra-
* ‘tiom; or the creation or maintenance of other situations incensistent
‘withthe antitrust laws. :
'4(d) ConTrACT WaTvERS:—In determining whether it would best
serve the interests of the United States and of the genéral ;public to
grant such a waiver to a contractor st the time a contract is entered
into, the Secretary shall include as considerations—
17 1% (1) the extent to which the participation of the contractor will
expedite the attainmient of the purposes of the program;
" ~¢(2) the extent to which a waiver of all or any part of such
“rights in any or all fields of technology is needed to secure the par-
ticipation of the particular contractor;
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“(3) the extent to which the contractor’s commercial position
;né:yl,(gpedlte utilization of the research and development program

ULES 5

44 *

(4) the extent to which the Government has contributed t

thfa‘ field of technology to be funded under the contract; i
. “(5) the purpose and nature of the contract, including the
m??n ed use of the results developed thereunder ;
. ¥(6) the extent to which the contractor has made or will make
Substantial investment of financial resources or technology de-
veloped at the contractor’s private expense which will directly
beﬁeﬁt the work to be performed under the contract;

(7) the extent to which the field of technology to be funded
under the contract has been developed at the contractor’s private
expense ;

“(8) the extent to which the Government intends to further
develop, to the point of commercial utilization, the results of the
S 1

#(9) the exten which the contract objectives are concerned
Wl‘t‘h the public health, public safety, or public welfare;

(10) the likely effect of the waiver on competition and market
concentration; and

“(11) the _extent to which a contractor, which is a nonprofit
educational institution, has a technology transfer capability and
program which is approved by the Secretary as being consistent

p with the applicable policies of this subsection.

(e) SuBsEQUENT WaIvERs.—In determining whether it would best
serve the interests of the United States and of the general public to
grant such a waiver at a subsequent date to a contractor or to an in-
ventor, with respect to an identified invention, the Secretary shall
specifically consider (1) paragraphs (4) through (11) of subsection
(d), as applied to such invention; (2) the extent to which such waiver
is a reasonable and necessary incentive to call forth private risk capital
for the development and commercial distribution of such invention;
and (3) the extent to which the plans. intentions, and ability of the
contractor or inventor are likely to result in expeditious commercial
distribution of such inyvention.

“(f) ReservaTions.—Whenever title to an invention is vested in the
United States, a revocable or irrevogable, nonexclusive, and paid-up
license for the practice of such invention throughout the world may
be reserved to the contractor or to the inventor thereof. The rights
to such an invention may be similarly reserved in any foreign country
in which the United States has elected not to secure patent rights and
in which such contractor or inventor elects to secure a patent. subject
to the rights described in subsections (h) (2), (h)(3), (h)(8), and
(h){7) of this section: Provided, That such a contractor or inventor
shall. 8 years after the date of issuance of such a patent, and at
any fime upon the specific request of the Secretary, submit the report
specified in subsection. (h) (1) of this section. =

“(2) Lxcenses—(1)-Subject to subsection (g)(2) of this section,
the Secretary shall determine and promulgate regulations specifying
the terms and conditions upon which licenses may be granted in any
invention to which title is vested in the United States.
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“(2) Pursuant to subsection (g) (1) of this section and after no-
tice and an opportunity for a hearing, the Secretary may grant ex-
clusive or partially exclusive licenses in any invention, only if the
Seeretaiy determines that—

“(A) the proposed license would best serve the interests of the

~ United States and of the general public, in light of the applicant’s

intentions, plans, and capacity to bring such invention to practical
or commercial applications;

“(B) the desired practical or commercial applications of such
invention have not been achieved, or are not likely expeditiously
to be achieved, under any nonexclusive license which has been
granted, or which may be §ranted, on such invention;

“(C) exclusive or partially exclusive licensing is a reasonable
and necessary incentive to make available the risk capital and other
financing necessary to bring the invention to the point of prac-
tical or commercial applications; and

“(D) the terms and scope of exclusivity of the proposed li-

- cense are not substantially greater than are necessary to provide

sufficient incentive for bringing such invention to the point of
practical or commercial applications, and to provide the licensee
with sufficient opportunity to recoup its costs and to earn a rea-
sonable profit thereon: Provided, That the Secretary shall not
grant such an exclusive or partially exclusive license if the Secre-
tary determines that the grant of such a license will tend sub-
stantially to lessen competition or to result in undue concentra-
tion in any section of the country in any line of commerce to
which the technology to be licensed relates. The Secretary shall
maintain and periodically update a publicly available record of
determinations concerning applications for and the grant of
such licenses.

“(h) Terms anp Convrrions.—Any waiver of rights, and any grant
of an exclusive or partially exclusive license, shall contain such terms
and conditions as the Secretary may determine to be appropriate for
the pretection of the interests of the United States and of the general
public. Such terms and conditions may include, but need not be limited

“(1) periodic written reports, at reasonable intervals and at any
time when specifically requested by the Secretary, on the com-
mercial use that is being made or is intended to be made of the

. invention involved; g ot
+%(2) the right, at a minimum, of an irrevocable, nonexclusive,
. and paid-up license to make, use, and sell the invention invelved
throughout the world, by or on behalf of the United States (in-
,cludihg any Government agency) and by or on behalf of the
‘States and their political subdivisions, unless the Secretary deter-
mines that it would not be in the public interest to acquire such a

license for the States and their political subdivisions;

“(3) the right in the United States to sublicense any foreign
government to make, use, and sell the invention involved, pur-
suant to any existing or future treaty or agreement, if the Secre-
;t:_u_}x:tdetermines it would be in the national interest to acquire this
right;

“(4) the reservation in the United States of the rights to tho
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invention involved in any country in which the contractor does
not file an application for a patent within such time as the Secre-
tary shall determine;

“(5)_the right in the Secretary to require the granting of a

nonexclusive, exclusive, or partially exclusive license to a re-
sponsible applicant or applicants, upon terms reasonable under
the circumstances (A) to the extent that the invention involved,
or an application thereof, is required for public use by govern-
mental regulations; (B) to the extent that it may be necessary to
fulfill health, safety, or energy needs; or (C) for such other pur-
poses as may be stipulated in the applicable agreement ;
. “(8) the right in the Secretary to terminate the waiver or license
involved, in whole or in part, unless the person who receives such
waiver of rights or who is granted such license demonstrates to the
satisfaction of the Secretary that such person has taken, or that
such person will take within a reasonable time thereafter, effective
steps to accomplish substantial utilization of the invention
involved ;

“N the right in the Secretary, commencing 8 years after
the grant of a license and 4 years after the effective date of a
waiver of rights to an invention, to require the granting of a non-
exclusive or partially exc¢lusive license to any responsible appli-
cant, upon terms reasonable under the circumstances, and the
right in the Secretary, under appropriate circumstances, to ter-
minate such a waiver or license, in whole or in part, following the
filing of a petition with the Secretary, by an interested person,
and after notice and an opportunity for a hearing— '

“(A) if the Secretary after providing an opportunity to
the recipient of such waiver or license, and to any other:inter-
ested person, to submit such relevant and material informa-
tion as may be appropriate and after reviewing such informa-
tion, determines that such waiver or license has ‘tended
substantially to lessen competition or to result in undue con-
centration in any section of the country in any line of com-
merce to which the technology relates; or o

“(B) unless the recipient of such waiver or license demon-
strates to the satisfaction of the Secretary at such hearing
that such recipient has taken, or that such recipient will take,
within a reasonable time thereafter, effective steps to accom-

.. _plish substantial utilization of the invention involved.

“(i) Norrce.~The Secretary shall cause a notice to be published
penodlcally, not less than once each year. in the Federal Register and
in other appropriate publications, including the electronic media, ad-
vising the public of the right to have a hearing, as provided in sub-
section (h) (7) of this section, and of the availability of the records
of determinations under this section. Ry

“(j) Swmarr Business.—If the applicant for a waiver of rights to
an invention or for a license is a small business, as defined by regula-
tions of the Small Business Administration, the Secretary shall con-
sider and accord weight to such factor.

“(k) Ormer LicEnses.—Whenever the Secretary, pursuant to such
regulations as the Secretary shall prescribe, and upon the application
by any person, determines that— .
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“(1) a right under any patent, which is not otherwise reason-
ably available, is reasonably necessary, in furtherance of the
policy of fostering expeditious commercial application of ad-
vanced automotive technologies, to the development; demonstra-
tion, or commercial application of any advanced automotive
invention, process, or system; and :

“(2) there are no other reasonable methods to achieve such
development, demonstration, or commercial application,

the Secretary shall so certify to an appropriate district court of the
United States. The Secretary shall petition such court to order the
owner and/or the exclusive licensee of such patent to grant a license
thereunder at such reasonable royalty and on such reasonable and
nondiscriminatory terms and conditions as the court shall determine.
The court shall provide such patentee or exclusive licensee, or both, as
appropriate, an opportunity for a hearing, including a de novo review
of the determination of the Secretary. The appropriate district court
shall be the district court for the judicial district in which the patentee
(;r th(tia exclusive licensee of such patent resides, does business, or is
ound.

“(1) ProrecTION.—The Secretary is authorized to take all necessary
and appropriate steps, which are suitable, to protect any invention or
discovery to which the United States holds title. The Secretary shall
require that.any contractor or other person, who acquires rights to
an invention under this section, protect. snch invention. .

“(m) DeriNrTIONs.—As used in this section, the term—

“(1) ‘contract’ means any contract, grant, agreement, under-
standing, obligation guarantee, or other arrangement which in-
volves any research and development work; the term includes
any assignment, substitution of parties, or subeontract there-
under;

“(2) ‘contractor’ means any person who has a contract with,
or on behalf of, the Secretary under this title:

“(3) ‘invention’ means any invention or discovery, whether
patented or unpatérnted; and

“(4) ‘made’, when used in relation to any invention, means the
coneeption or first actual reduction to practice of such invention.

“RECORDS, AUDITS, AND EXAMINATION

“Sgc. 611. (a) Recorns.—Each recipient of financial assistance or
guarantees under this title, whether in the form of grants, subgrants,
contracts, subcontracts, obligation guarantees, or other arrangements,
shall keep such records as the Secretary shall prescribe, including rec-
ords which fully disclose the amount and disposition by such recipient
of the proceeds of such assistance, the total cost of the project or
undertaking in connection with which such assistance was given or
used, the amount of that portion of such total cost which was supplied
by other sources, and such other records as will facilitate an effective
audit.

“(b) Auprr aAxp ExaminatioN.—The Secretary and the Comp-
troller General of the United States, or any of.their duly authorized
representatives shall, until the expiration of 3 years after completion
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of the project or undertaking referred to in subsection (a) of this
section, have access for the purpose of audit and examination to any
books, documents, papers, and records of such receipts which in the
opinion of the Secretary or the Comptroller General may be related
or pertinent to the grants, subgrants, contracts, subcontracts, obliga-
tion guarantees, or other arrangements referred to in such subsection.

“REPORTS

“Skc. 612. On or before July 1 of each year, the Secretary shall sub-
mit to Congress an annual report of activities under this title. Such
report shall include, but need not be limited to—

(1) an account of the state of automobile research and develop-
ment in the United States;

“(2) the number and amount of contracts and grants made and
of obligations guaranteed ; Y

“(3) the progress made 1n developing production prototypes of
advanced automobiles within the shortest practicable time after
the date of enactment of this title ; and :

“(4) suggestions for improvements in advanced automobile
research and development, including recommendations for
legislation.

“GOVERNMENT PROCUREMENT

“Skc. 618. The Administrator of General Services shall consult pe-
riodjeally with the Vehicle Certification Board to determine when
proriuction prototypes of an advanced automobile are likely to be
available. After a production prototype has been certified, under sec-
tion 609(c) of this title, as an advanced automobile, the Vehicle
Certification Board, in conjunction with the Administrator of Gen-
eral Services, shall prescribe such regulations as are necessary to
require all Federal agencies to procure and to use such advanced auto-
mobiles to the maximum extent feasible, Such Administrator shall,
with the assistance of such Board, provide technical specifications and
other information with respect to automobiles certified under this
title as advanced automobiles. Such Administrator, and all other ap-
propriate officers of the United States shall take all steps which are
necessary or appropriate to comply with and to implement such reg-
ulations, with respect to all federally owned motor vehicles, by the
earliest practicable date.

“RELATIONSHIP TO ANTITRUST LAWS '

“Skc. 614. (a) DiscLatmEr.—Nothing in this title shall be deemed
to convey to any person any immunity from civil or criminal Hability,
or to create any defenses to actions, under the antitrust laws.

“(b) Awirrrust Laws DerFiNED.—As used in this section. the term
‘antitrust laws’ means the Act of July 2, 1890 (15 U.S.C. 1 et seq.), as
amended ; the Act of October 15, 1914 (15 U.S.C. 12 et seq.), as
amended ; the Federal Trade Commission Act (15 U.S.C. 41 et seq.),
sections 73 and 74 of the Act of August 27, 1894 (15 U.S.C. 8 and 9),
as'amended : and the Act of June 19, 1936, ch. 592 (15 U.S.C. 13, 13a,
and 212), as amended.
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“AUTHORIZATION FOR APPROPRIATION

“Skc. 615. There are authorized to be appropriated to carry out the
purposes of this title, other than section 608 of this title, funds not
to exceed $55,000,000 for the fiscal year ending June 30, 1976, not to
exceed $20,000,000 for the transitional quarter ending September 30,
1976, and not to exceed $100,000,000 for the fiscal year ending Septem-
ber 30, 1977.”.

Acexcy CoMMENTS

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION,
Washington, D.C., May 6, 1975.
Hon. Warren G. MaGNUSON,
Chairman, Committee on Commerce,
U.S. Senate, W ashingion, D.C.

Drar Mr. CrAmRMAN: This is in further reply to your request for
the comments of the National Aeronautics and Space Administration
on the bill S. 633, to conserve gasoline by directing the Secretary of
Transportation to establish and enforce mandatory fuel economy
standards for new automobiles, and for other purposes.

The bill would amend the Motor Vehicle Information and Cost
Savings Act (15 U.S.C. 1901, et seq.) by adding new title V, entitled
“Fuel Economy.” It would direct the Secretary of Transpertation
(DOT) to establish minimum average fuel economy performance
standards for new automobiles manufactured in model years 1977
through 1985. DOT would be required to set the standards such that
the industry-wide average fuel economy level for the 1980 auto-
mobiles would exceed the 1974’s by 50% and that the 1985’s would
exceed the 1974°s by 100%. Compliance by the auto makers with DOT’s
standards would be determined by the Administrator of the Environ-
mental Protection Agency (EPA).

The bill would authorize to DOT $1 million for FY’s 1975 and
1976, $750 thousand for the transitional fiscal quarter ending Septem-
ber 30, 1976, and $3 million annually for FY’s 1977 and 1978.

NASA is actively supporting both ERDA (formerly EPA) and
DOT ground propulsion research and development programs in sev-
eral important areas. Specifically: NASA is responsible for a major
portion of the ERDA gas turbine automobile engine program and
1s cooperatively working with ERDA to demonstrate the hydrogen
injection automobile engine concept ; work with DOT includes experi-
mental projects for the reduction of truck and automobile drag and
determination of lean engine operating characteristics.

S. 633 would have no direct impact on NASA. Accordingly, the
National Aeronautics and Space Administration would defer to those
agencies directly concerned for substantive comments on the desir-
ability of this legislation.

The Office of Management and Budget has advised that, from the
standpoint of the Administration’s program, there is no objection to
the submission of this report to the Congress.

Sincerely,
Gerarp D. GrIFFIN,
Assistant Administrator for Legislative Affairs.
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NATIONAL AERONAUTICS AND SPACE ADMINISTRATION,
' Washington, D.C., May 6, 1975.
Hon. Warren G. MaeNUSON,
Chairman, Committee on Commerce,
U.S. Senate, Washington, D,C.

Drar Mr. Coammax: This is in further reply to your request for
the comments of the National Aercnautics and Space Administration
on the bill S.654, “To provide for minimum energy conservation
fuel economy performance standards, and for other purposes.”

The bilt would direct the Administrator of the Environmental Pro-
tection Agency (EPA) to prescribe minimum fuel economy perform-
ance standards for new passenger motor vehicles for model year 1977
and each year thereafter. It would provide that the fuel economy
standard for model year 1980 must be at least 22.0 miles per gallon
and for model year 1985 at least 24.5 miles per gallon. EPA would
also be responsible for enforcing compliance by the auto makers with
the fuel economy standards as it does with the Clean Air Act
standards.

The bill would authorize to EPA up to $3 million for the fiscal
year ending September 30, 1976 and $2 million annually for the fiscal
years ending September 30, 1981.

NASA is actively supporting both ERDA (formerly EPA) and
DOT ground propulsion research and development programs in sev-
eral important areas. Specifically; NASA is responsible for a major
portion of the ERDA gas turbine automobile engine program and is
cooperatively working with ERDA to demonstrate the hydrogen in-
jection automobile engine concept; work with DOT includes experi-
mental projects for the reduction of truck and automobile drag and
determination of lean engine operating characteristics.

S. 654 would have no direct impact on NASA. Accordingly, the
National Aeronautics and Space Administration would defer to those
agencies directly concerned for substantive comments on the desira-
bility of this legislation.

The Office of Management and Budget has advised that, from the
standpoint of the Administration’s program, there is no objection to
the submission of this report to the Congress.

Sincerely,
Grrarp D. GriFrFIN,
Assistant Administrator for Legislative Affairs.

NationAL TRANSPORTATION SAFETY BOARD,
DepPARTMENT OF TRANSPORTATION,
Washington, D.C., March 13, 1975.
Hon. Warrexn (. MAGNUSON,
Chairman, Committee on Commerce,
U.S. Senate, Washington, D.C.

Drar Mr. Cuamman: Thank you for your letter of March 6, 1975,
inviting the comments of the National Transportation Safety Board
on S. 307, a bill “To achieve fuel economy. for motor vehicles, to
establish standards and requirements of motor vehicle fuel economy,
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to assure compliance with such standards, and for other purposes.”

We have reviewed the proposed legislation and determined that we
have no official comments to offer at this time. Your thoughtfulness
in soliciting our views is greatly appreciated.

Sincerely
: Jounx H. Reep, Chairman.

NarronaL TrRANSPORTATION SAFETY Boanp,
: Washington, D.C., April 16,1975.
Hon. Warren G. MaeNUsoN,
Chairman, Committee on Commerce,
U.8. Senate, Washington, D.C.

Dear Mr. CaakMAN : Thank you for your letter of April 10, 1975,
inviting the comments of the National Transportation Safety Board
on 8, 783, a bill “To authorize a Federal program of research and
demonstration in connection with ground propulsion systems,” and
S. 633 amendment No. 15, a bill “To conserve gasoline by directing
the Secretary of Transportation to establish and enforce mandatory
fuel economy standards for new automobiles, and for other purposes.”

We have reviewed the proposed legislation and determined that
we have no official comments to offer at this time. Your thoughtfulness
in solicitinig our views is greatly appreciated.

~ Sincerely yours, :
Joux H. Reep, Chairmon.

ADDITIONAL VIEWS OF MESSRS. GRIFFIN AND
BUCKLEY

About 170,000 auto workers are unemployed. Foreign-made cars are
soaking up a record 21 percent of our market so far this year. The
domestic drought in sales of U.S.-made autos continues. And, three
of the four major U.S. auto manufacturers suffered losses during the
first quarter of this year. Instead of helping the industry and its
workers, S. 1883 points a way to make things worse—by fashioning
still another layer of costly Federal regulation. )

In the past, Congress has rushed to the aid of a variety of other
industries when they were in trouble. Although the auto industry and
its workers have been hit very hard by the current recession, they
have sought no special subsidy—they plead only for a temporary
breathing spell from the strangulation of further government
regulation.

Some contend that the new Federal fuel ecohomy standards em-
bodied in S. 1883 are needed to insure that U.S. auto companies will
do what they have already agreed to do voluntarily. The industry has
agreed to achieve the energy conservation goal set by President Ford—
a 40 percent improvement in fuel economy by the 1980 model year—
subject to a 5-year relaxation of the 1978 emission standards. And,
that goal is based on recommendations of the Environmental Protec-
tion Agency, the Federal Energy Administration and the Depart-
ment of Transportation. _

There are strong pressures already pushing U.S. automakers to-
ward greater fuel efficiency—namely the marketplace. No one needs
to be reminded of the increase in gasoline prices. Yet such forces are
helping to shape consumers’ demands for more fuel-efficient automo-
biles. American Motors and General Motors recently introduced sev-
eral new cars specifically designed to achieve improved fuel economy.
Additional evidence of this industry trend is noted by U.S. News &
World Report in a May 12 preview of the 1976 models: -

Major emphasis for the Bicentennial year: better gasoline
mileage. Exterior changes are relatively few.
® * * * % *« %

Preliminary engineering reports indicate that all four manu-
facturers * * * are making progress in their announced six-year
goal of improving gas mileage by 40 percent by 1980.

If the Committee had been content to transform the President’s
voluntary program into mandatory legislation, such a move would
have been defensible, though unnecessary. But, it set much higher
standards without recognizing the important relationship of fuel econ-
omy to emission standards.

(63)
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The Committee bill would mandate a 50 percent improvement in
fuel economy by the 1980 model year—that’s 25 percent higher than
the goal set by President Ford. By 1985, average fuel economy would
have to be increased by 100 percent under the bill. Even the Com-
mittee report recognizes “that any fuel economy standard for 1985
must be‘somewhat speculative at this point.” That is an understate-
ment,

In addition, enormous civil penalties would be imposed for non-
compliance. For example, if General Motors were to fall short of meet-
ing ‘a.standard by 1 mile per gallon, it could be subjeet to a penalty
of up to $500 million, based on a normal sales year. Chrysler, which
lost $94 million in the first quarter of this year, could be hit with
penalties up to $150 million for a 1 mile per gallon deviation.

Even if these penalties could be passed along to car buyers, as some
have suggested, from a practical standpoint it could amount to eco-
nomic suicide. The provision in the bill for waiving such penalties to
prevent bankruptey or insolvency only underscores the dangers of im-
posing such severe sanctions. Furthermore, it encourages the Secre-
tary to engage in administrative brinkmanship, such as we experienced
in meeting the deadlines for emission standards. The uncertainties
inherent in this approach are a further threat to orderly production
and employment schedules.

To comply with standards, manufacturers will have to make ac-
curate Sredlctions about the sales demand for each of their model
lines. If they are wrong, and production cutbacks are required, auto
workers will be the first to suffer. As Professor John Heywood, Di-
rector of the Sloan Automotive Laboratory at the Massachusetts In-
stitute of Technology, pointed out in a statement to the Committee :

The assumption that the manufacturers can arbitrarily deter-
mine the vehicle weight distribution of their sales is implicit in
mueh of the discussion of fuel economy standards; it is clearly
untrue. (Emphasis added.) :

But it doesn’t take an expert to realize that the auto market is un-
predictable. Otherwise, there would have been no need for the in-
dustry’s rebate program earlier this year to boost sales of small cars.

Uncertainty about public demand for different types of cars is also
heightened by fact that millions of Americans have legitimate needs
for larger cars, including businessmen, handicapped people, taxicab
operators, and large families. For the foughly 20 percent of American
families that have 5 or more members, small cars are just not ade-
quate. Similarly, small cars are not adequate for many towing pur-
po:(eis. Thus unrealistic goals in the bill fail to reflect these justifiable
needs.

The other major problem with the bill is the failure to deal with
the question of auto pollution controls—which could be a key barrier
to better fuel economy, depending on the state of available technology.
An essential part of the Administration’s fuel economy program is a
modification of emission standards. This bill puts the cart before the
horse by imposing fuel economy standards without regard to what
Congress may do—if anything—about emission controls.
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As the Assistant Administration of EPA for Air and Waste Man-
agement, Mr. Roger Strelow, indicated to the Committee during its

recent hearings,

We believe that any fuel economy improvement program-—
whether it be voluntary or mandatory—must clearly recog-
nize the relationship between auto fuel economy and air
pollution controls.

This relationship was also stressed by Leonard Woodcock, Presi-
dent of the United Auto Workers. Mr. Woodcock, while supporting
fuel economy standards, emphasized that Congress “must remove the
obstacles of overly stringent emission controls.”

But the most telling evidence of what emission controls can do to
fuel economy is reflected in EPA’s recent decision allowing California
to set 1977 auto pollution standards that are more stringent than
Federal requirements. In making this decision, EPA Administrator
Russell Train acknowledged that—as a result—1977 California cars
may get 8 to 24 percent poorer fuel economy than comparable 1975
models using presently available technology. And, these tough Cali-
fornia standards are still below the Federal statutory levels for 1978
models.

For all of the problems that the bill would create, it would not reduce
gasoline consumption that much by 1980 in comparison to the Presi-
dent’s voluntary program. The estimated additional savings would be
only a little over 3 percent. Indeed, the goals of energy conservation,
safety and environmental quality will be diminished—not enhanced—
if further regulations lead to still higher prices, reduced sales and more
unemployment.

At best, this legislation is unnecessary. At worst, it could wreck
havoc with the economic welfare of hundreds of thousands of working
men and women.

RoBerT P. GRIFFIN.
James L. BuckLey.

@)
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REPORT

together with
MINORITY AND ADDITIONAL VIEWS
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The Committee on Interior and Insular Affairs, to which was re-
ferred the bill (S. 622), to provide standby authority to assure that
the essential energy needs of the United States are met, and for other
purposes, having considered the same, reports favorably thereon with
amendments and recommends that the bill, as amended, do pass.

The amendments are as follows:

1. Strike out all after the enacting clause and insert the following
language:

That this Aect, including the following table of contents may be cited as the
“Standby Energy Authorities Act”.
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TITLE I—STANDBY AUTHORITIES

Findings and purposes.

Definitions.

End-use rationing.

Energy conservation plans.

Materials allocation.

Federal actions to increase available domestic petroleum supplies.
Other amendment to the Emergency Petroleum Allocation Act of 1973.
Prohibitions on unreasonable actions.

Regulated carriers.

Advisory committees.

Exports.

Administrative procedure and judicial review.
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Sec. 113. International oil allocations.

Sec. 114. Prohibited acts.

Sec. 115. Enforcement.

Sec. 116. Delegation of authority and effect on State law.

Sec. 117. Grants to States.

Sec. 118. Energy information.

Sec. 119. Exchange of information,

Sec. 120. Relationship of this title to the International Energy Agreement.
Sec. 121. International voluntary agreements—procedure.

Sec. 122, Extension of mandatory allocation program.

Sec. 123. Limitations on raising or removing petroleum price controls.
Sec. 124. Contingency plans.

Sec. 125. Intrastate natural gas.

Sec. 126. Expiration.

Sec. 127. Authorizations of appropriations.

Sec. 128. Severability.

Sec. 129. Transfer of authority. i

TITLE II—ENERGY CONSERVATION POLICY

Sec. 201. Statement of purposes, findings, and policy.
Sec. 202. Interim energy conservation plans.

Sec. 203. Federal initiatives in energy conservation.
Sec. 204. State initiatives in energy conservation.
Sec. 205. Delegation of authority.

Sec. 206. Grants to States.

Sec. 207. Energy conservation targets and objectives.
Sec. 208. Nonparticipation by State government.
Sec. 209. Reports.

Sec. 210. Authorization of appropriations.

Sec. 211. Expiration.

TITLE I—-STANDBY AUTHORITY

SEc. 101. FiNpINnGgs AND Purproses,—(a) The Congress hereby finds that-—

(1) energy shortages cause unemployment, inflation, and other severe
economic dislocations and hardships;

(2) such shortages and dislocations jeopardize the normal flow of inter-
state and foreign commerce ;

(3) disruptions in the availability of imported energy supplies, particu-
larly petroleum products, pose a serious risk to national security, economic
well-being, and the health and welfare of the American people ;

(4) because of the diversity of conditions, climate, and available fuel
mix in different areas of the Nation, governmental responsibility for de-
veloping and enforcing appropriate authorities lies not only with the Fed-
eral Government, but with the States and with local government ;

(5) the protection and fostering of competition and the prevention of
anticompetitive practices and effects are vital during periods of energy
shortages; )

(8) existing legal authority and reliance upon voluntary programs to deal
with shortage conditions on an emergency basis are inadequate to protect
the public interest ;

(7) new standby legislative authority is needed to deal with conditions
that may be created by domestic energy shortages or curtailment of oil
imports and thereby to protect the American people and the economy from
serious disruption and dislocation ; and

(8) development of cooperative international programs to manage energy
shortages can combat economic hardships and contribute to national security.

(b) The purpose of this title is to grant specific temporary standby authority
to impose end-use rationing and to reduce demand by regulating public and
private consumption of energy, subject to congressional review and right of
approval or disapproval, and to authorize certain other specific temporary emer-
gency actions to be exercised, to assure that the essential energy needs of the
United States will be met in a manner which, to the fullest extent practicable:

(1) is consistent with existing national commitments to protect and
improve the environment ;
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(2) minimizes any adverse impact on employment ;

(3) provides for equitable treatment of all regivns of the country and
gectors of the economy ;

(4) maintains vital services necessary to health, safety, and public
welfare ;

(5) insures against anticompetitive practices and effects and preserves,
enhances, and facilitates competition in the development, produetion, trans-
portation, distribution, and marketing of energy resources ; und

(6) enables the Federal Government, subject to sections 120 and 121, to
fulfill its responsibilities under international agreements to which it is a
party.

(c) Prior to exercising any of the authorities contained in any of the following
provisions of this title :

1, Section 103, End-Use Rationing;

2. Section 104, Energy Conservation Plan ;

3. Section 106, Federal Actions To Increase Available Domestic Petroleam
Supplies ;

4. Section 110, Antitrust Provisions ;

5. Section 113, International Oil Allocations ; and

6. Section 119. Exchange of Information

the President is required to make a finding that: (A) acute energy shortage
conditions exist or are impending that threaten the domestic economy and the
ability of the United States to meet essential civilian or military energy require-
ments and that such shortage conditions are of such severity or scope as to re-
quire the exercise of the standby energy authorities provided for in this title;
or (B) that the exercise of the authorities provided for in this title are required
to fulfill obligations of the United States under an international agreement to
which it is a party. The President’s finding shall be transmitted to the Congress
together with a report on the manner in which the authority will be used.

(d) Any finding made under subsection (c) of this section shall not remain in
effect for a period of more than nine months. The President may make a new
finding under subsection (¢) if he finds that the exercise of authorities pursuant
to his initial finding is required beyond nine months.

SEC. 102, DEFINITIONS.—FOr purposes of this Act :

(1) The term “State” means a State, the District of Columbia, Puerto
Rico, or any territory or possession of the United States.

(2) The term “petroleum’” means erude oil, residual fuel oil, or any re-
fined petroleum product (as defined in the Emergency Petroleum Allocation
Act of 1973).

(3) The term “United States” when used in the geographical sense means
the States, the District of Columbia, Puerto Rico, and the territories and
possessions of the United States.

(4) The term “Administrator” means the Administrator of the Federal
Energy Administration.

(5) The term “interiational agreement” means the Agreement On An
International Energy Program, signed by the United States on November 18,
1974, and printed as Serial No. 93-53, November, 1974, Committee Print,
Committee on Interior and Insular Affairs, United States Senate.

(6) The term “person” means any natural person, government entity,
corporation, partnership, association, consortium, or any entity organized
for a common business purpose, wherever situated, domiciled, or doing busi-
ness, that directly or through other persons subject to its control, is engaged
in commerce in any part of the United States, its territories and possessions,
Puerto Rico, or the District of Columbia, or is a United States citizen en-
gaged in commerce outside of the United States which activity affects United
gtates commerce, or is otherwise subject to the jurisdiction of the United

tates.

(7) The term “handicapped person” means any individual who, by rea-
son of disease, injury, age, congenital malfunction or other permanent inca-
pacity or disability, is unable without special facilities, planning or design
to utilize mass transportation vehicles, facilities and services and who
has a substantial, permanent impediment to mobility.

(8) The term “‘eligible person” means any handicapped person (who may
not have a driver's licenses) or the parent or guardian of a handicapped
person who must transport that person to and from special services.
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Sec. 103. END-Use RAT10NING.—(a) The President is authorized to promulgate
a regulation which shall provide, consistent with the objectives of section 4(b)
(1) of the Emergency Petroleum Allocation Act of 1973, for the establishment of
a program far the rationing and ordering of priorities among classes of end-
users of crude oil, residual fuel oil, or any refined petroleum product, and for the
assignment to end-users of such products of rights, and evidences of such rights,
entitling them to obtain such products in precedence to other classes of end-users
not similarly entitled. : i

(b) The regulation under subsection (a) of this section shall take effect only
if the President finds that it is necessary to achieve the objectives of this title
and those public purposes enumerated in section 4(b) (1) of the Emergency
Petroleum Allocation Act of 1973. . '

(¢) (1) The President shall, by regulation or order, in furtherance of the reg-
ulation authorized under subsection (a) of this section and consistent with the
objectives enumerated in section 4(b) (1) of the Emergency Petroleum Allocation
Act of 1973, cause such allocations or such adjustments of allocations made
pursuant to the Emergency Petroleum Allocation Act of 1978 or other guthority,
as may be necessary to carry out the purposes of this section.

(2) In the event of the expiration of the Emergency Petroleum Allocation
Act of 1973 and the absence of any other petroleum allocation authority, the
President is hereby authorized, notwithsténding the expiration of that Act, to
promulgate consistent with the purposes and standards and according to the
procedures set out in section 4, subsection (a) through (d) of the Emergency
Petroleum Allocation Act of 1973, such a regulation providing for the allocation
of crude oil, residual fuel oil and refined petroleum products as is necessary to
carry out the purposes of this subsection.

(d) The President shall provide for procedures by which any end-user of
crude oil, residual fuel oil or refined petroleum products for which priorities
and entitlements are established under the rationing program authorized under
subsection (a) of this section may petition for review and reclassification or
modification of any determination made under such paragraph with respect to
his rationing priority or entitlement. The President shall also provide for the
making of such adjustments as are practicable to prevent special hardship,
inequity, or unfair distribution of burdens, and shall establish procedures which
are available to any person for the purpose of seeking an interpretation, modifi-
cation, rescission of, exception to, or exemption from, such rules, régulations,
and orders. Such procedures may include procedures with respect to such local
boards as may be authorized to carry out functions under this subsection pursu-
ant to section 116 of this title.

(e) No rule or order under this section may impose any tax or user fee or
provide for a credit or deduction in computing any tax.

(f) At such time as the President finds that it is necessary to put a regula-
tion under subsection (a) of this section into effect, the President shall transmit
such regulation to each House of Congress and such regulation shall take effect
and terminate in the same manner as an energy conservation plan prescribed
under section 104 of this Act and shall be deemed an energy conservation plan
for purposes of section 104 (c), notwithstanding the provisions of section 104(a)
(1) (B). Such a regulation may be amended as provided in section 104(b) (1)
of this Act. A

(g) (1) In promulgating a rule under subsection (a) of this section the Presi-
dent shall give priority consideration to the needs of the handicapped and other
eligible persons, including the need for special arrangements for handicapped
persons who because of architectural barriers would be unable to obtain evidence
of their rights under subsection (a) under standard procedures or arrangements.

(2) In determining the eligibility of “handicapped person” and “eligible
person” the President shall consult with the Social Security Administration, the
Veterans Administration, and the Federal Energy Administration: Provided,
further, That the administrative procedures to meet the needs of the handicapped
shall be established in advance of and take effect on the effective date of the
rule promulgated pursuant to subsection (a) of this section.

SEc. 104. ENERGY CONSERVATION PLANs.—(a) (1) (A) Pursuant to the provi-
sions of this section, the President may promulgate, by regulation, one or more
energy conservation plans in accord with this section which shall be designed
(together with actions taken and proposed to be taken under other authority of
this or other Acts) to result in a reduction of energy consumption. For purposes
of this secﬁo;z, the term ‘“energy conservation plan” means a plan for transporta-

b

tion controls (including but not limited to discretionary transportation activ-
ities upon which the basic economic viability of the United States does not
depend) and such other reasonable restrictions on the public or private use of
energy (including limitations on energy consumption of businesses) which are
necessary to reduce energy consumption.

(B) No energy conservation planh promulgated under this section may impose
rationing or any tax or user fee, or provide for a credit or deduction in comput-
ing any tax.

(€) In promulgating regulatiohs pursuant to this section the President
shall give priority consideration to the needs of handicapped persons.

(2) An energy conservation plan shall become effective as provided in sub-
section (b) of this sectlon. Such a plan shall apply in each State, except as
otherwise provided in an exemption granted pursuant to such plan In cases
where a comparable State or local program is in effect, or where the President
finds special circumstances exist.

(3) An energy conservation plan shall deal with only one functionally discrete
subject matter or type of action proposed to reduce energy consumption.

(4y Subject to subseetion (b)(8), an energy conservation plan shall remain
in effect for a period specified in the plan unless earlier rescinded by the Presi-
dent; but shall terminate in any event no later than nine months after such plan
first takes effect unless renewed in accordance with this section.

(b) (1) For purposes of this subsection, the term “energy conservation plan”
does not include an amendment to an energy conservation plan that is consistent
with the subject matter of the primary conservation plan. The President shall
notify the Congréss of all amendments. Y

(2) The President shall transmit any energy conservation plan (bearing an
{dentification number) to each House of Congress on the date on which it is
promulgated.

{3) Each energy conservation plan shall take effeet on the date provided in
the plan, but if either House of Congress, before the end of the first period of
ten calendar days of continuous session of Congress after the date on which
such action is transmitted to it passes a resolution stating in substance that
Congress does not favor such action, such action shall cease to be effective on
the date of passage of such resolution.

(4) For the purpose of paragraph (3) of this subsection—

(A) continuity of session is broken only by an adjournment of Congress
sine die; and

(B) the days on which elther House is not in session because of an ad-
journment of more than three days to a day certaln are excluded in the
computation of the ten-day period. , !

(3) Under provisions contained in an energy conservation plan, a provision
of the plan may take effect at a time later than the date on which such plan
otherwise takes effect. ¢

(e) (1) This subsection is enacted by Congress—

(A) as an exercise of the rulemaking power of the Senate and the House
of Representatives, respectively, and as such it is deemed a part of the rules
of each House, respectively, but applicable only with respect to the pro-
cedure to be followed in that House in the case of resolutions described by
paragraph (2) of this subsection; and it supersedes other rules only to the
extent that it is inconsistent therewith; and

(B) with full recognition of the constitutional right of either House to
change the rules (so far as relating to the procedure of that House) at any
time, in the same manner and to the same extent as in the case of any other
rule of that House.

(2) For purposes of this subsection, the term *resolution” means only a resolu-
tion of either House of Congress described in subparagraph (A) or (B) of this
paragraph,

(A) A resolution the matter after the resolving clause of which reads
as follows: “That the ————— does not object to the implementation of
energy conservation plan numbered submitted to the Congress
on s 19—.”, the first blank space therein being filled with the
name of the resolving House and the other blank space being appropriately
filled; but does not include a resolution which specified more than one
energy conservation plan.

(B) A resolution the matter after the resolving clause of which reads as
follows: “That the ——————— does not favor the energy conservation
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plan numbered ——————— transmitted to Congress on —— 19"
the first blank space therein being filled with the name of the résolvil.lg’
House and the other blank spaces therein being appropriately filled ; but does
ni)t include a resolution which specifies more than one energy con,servation
plan.

(3) A resolution once introduced with respect to an energy conservation n
shall immediately be referred to a committee (and all resolutions with resgl:ct
to the same plan shall be referred to the same committee) by the President
of the Senate or the Speaker of the House of Representatives, as the case may be.

(4) (A) If the committee to which & resolution with respect to an energy con-
servation plan has been referred has not reported it at the end of five calendar
days after its referral, it shall be in order to move, either to discharge the com-
mgttee from further consideration of such resolution or to discharge the com-
mittee from furtper consideration of any other resolution with respect to such
energy consex:vatxon plan which has been referred to the committee.

(B) .A motion to discharge may be made only by an individual favoring the
resolu_tlon, shall be highly privileged (except that it may not be made after the
committee has reported a resolution with respect to the same energy conserva-
tion plan), and debate thereon shall be limited to not more than one hour, to
be divided equally between those favoring and those opposing the resolution. An
amendment to _the motion shall not be in order, and it shall not be in order to
move to reconsudey the vote by which the motion was agreed to or disagreed to.

(C) If the motion to discharge is agreed to or disagreed to, the motion may
no_t be renewed, nor may another motion to discharge the committee be made
with respect to any other resolution with respect to the same plan.

(8) (A) _When the committee has reported, or has been discharged from further
consideration of, a resolution, it shall be at any time thereafter in order (even
though a previous motion to the same effect has been disagreed to) to move to
proceed to the consideration of the resolution. The motion shall be highly priv-
ileged and shall not be debatable. An amendment to the motion shall not be in
order, and it shall not be in order to move to reconsider the vote by which the
motion was agreed to or disagreed to.

(B) Debate on the resolution shall be limited to not more than ten hours, which
shall bp divided equally between those favoring and those opposing the resolution.
A motion further to limit debate shall not be debatable. An amendment to, or
motion to recommit, the resolution shall not be in order, and it shall not be in
O{der to move to reconsider the vote by which the resolution was agreed to or
qxsagreed to; except that it shall be in order to substitute a resolution disapprov-
ing a plan for a resolution not to object to such plan, or a resolution not to object
to a plan for a resolution disapproving such plan.

.(6) (A) Motions to postpone, made with respect to the discharge from com-
mittee, or the consideration of a resolution and motions to proceed to the con-
sideration of other business, shall be decided without debate.

(B) Appeals from the decisions of the Chair relating to the application of the
rules of the Senate or the House of Representatives, as the case may be, to the
procedure relating to a resolution shall be decided without debate.

(7) Notwithstanding any of the provisions of this subsection, if a House has
approved a resolution with respect to an energy conservation plan, then it shall
not be in order to consider in that House any other resolution with respect to
the same plan,

(d) (1) Any energy conservation plan or rationing rule, which the President
submits to the Congress pursuant to subsection (b) of this section shall contain
a specific statement explaining the need for, the rationale and the operation of
such plan or rule.

{2) Any energy conservation plan or rationing rule which the President sub-
mits to the Congress pursuant to this title shall be based upon a consideration of,
and to the extent practicable, be accompanied by an evaluation of the potential
economic impacts, if any, of the proposed plan or rule, including an analysis of
the effect, if any, of such plan or rule on—

(A) the fiscal integrity of State and local government ;
(B) vital industrial sectors of the economy ;
(C) employment, by industrial and trade sector, as well as on a national,
regional, State, and local basis;
. (D) the economic vitality of regional, State, and local areas:
(E) the availability and price of consumer goods and services;

-

(F) the gross national product ;

(G) competition in all sectors of industry ;

(H) small buginess; and

(I) the supply and availability of energy resources for use as fuel or as
feedstock for industry.

Sec. 105. MATERIALS ALLOCATION.~(a) The President may, by rule or order,
require the allocation of, or the performance under contracts or orders (other
than contracts of employment) relating to, supplies of materials and equipment
in order to maximize domestic energy supplies if he makes the findings required
by subection (e) of this section.

(b) The President shall report to the Congress within sixty days after the date
of enactment of this title on the manner in which the authorities contained in
subsection (a) will be administered. This report shall include, but not be limited
to the identification of materials and equipment in short supply, the manner in
which allocations will be made, the procedure for requests and appeals, the
criteria for determining priorities as between competing requests, and the office
or agency which will administer such authorities. |

(¢) The authority granted in this section may not be used to control the dis-
tribution of any supplies of materials and equipment in the marketplace unless
the President finds that— .

(1) such supplies are searce, critical, and essential to maintain or further
exploration, production, refining, transportation, and conservation of energy
supplies or for the construction and maintenance of energy facilities; and

(2) maintenance or futherance of exploration, production, refining, trans-
portation, and conservation of energy supplies and the construction and
maintenance of energy facilities cannot reasonably be accomplished without
exercising the authority specified in subsection (a) of this seection.

Sec. 108. FEDERAL ACTIONS To INCREASE AVAILABLE DOMESTIC PETROLEUM
SuppLIEs.—(a) The President may, by rule or order, require the following
measures to supplement domestic energy supplies—

(1) The production of designated domestic oil and gas fields, at maximum
practieable rates of production if necessary to meet the objectives of this
title: Provided, That production shall not be in excess of the currently
assigned maximum efficient rate of production unless the President deter-
mines that the types and quality of reservoirs are such as to permit produc-
tion at rates in excess of the currently assigned maximum efficient rate for
neriods of no more than ninety days without excessive risk of losses in
ultimate recovery, unless renewed. Such fields are to be designated by the
Secretary of the Interior, after consultation with the appropriate State
regulatory agency. Data to determine the maximum efficient rate of produc-
tion shall be supplied to the Secretary of the Interior by the State regulatory
agency which determines the maximum efficient rate of production and by
the operators who have drilled wells in, or are producing oil and gas from
such fields; ]

(2) The unitization of production on any oil and gas producing properties
on Federal lands; and

(3) The adjustment of processing operations of domestic refineries to pro-
duce refined products in proportions commensurate with national needs and
consistent with the objectives of section 4(b) of the Emergency Petroleum
Allocation Act of 1973.

(b) Nothing in this section shall be construed to authorize any additional
production not already authorized from any Naval Petrolenm Reserve now sub-
ject. to the provisions of chapter 641 of title 10, United States Code.

SEc. 107. OTHER AMENDMENT TO THE EMERGENCY PETROLEUM ALLOCATION AoT
orF 1973.—(a) Section 4 of the Emergency Petroleum Allocation Act of 1973
is further amended by adding at the end of such section the following mnew
subsection (h):

“(h) If any provision of the regulation under subsection (a) provides that
any allocation of residual fuel oil or refined petroleum products is to be based
on use of such a product or amounts of $uch product supplied during an histori-
cal period, the regulation shall contain provisions designed to assure that the
historical period can be adjusted (or other adjustmients in allocations can be
made) in order to reflect regional disparities in use, population growth or un-
usual factors influencing use (including unusual changes in climatic conditions),
of such oil or product in the historieal period. This subsection shall take effect.
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sixty days after the date of enactment of the Standby Energy Authorities Act.
Adjustment for such purposes shall take effect as soon as practicable after the
date of enactment of this subsection. Adjustments to reflect population growth
shall be based upon the most current figures available from the United States
Bureau of the Census.”.

(b) Bection 4(b) (1) (G) of the Emergency Petroleum Allocation Act of 1973,
as amended, is amended to read as follows:

“¢G) allocation of residual fuel oil and refined petroleum products in
such amounts and in such manner as may be necessary for the maintenance
of exploration for, and production or extraction of—

“(i) fuels, and
“(ii) minerals essential to the requirements of the United States,
and for required transportation related thereto,”.

(¢) Section 4(e) of the Emergency Petroleum Allocation Act of 1973, as
amended (87 Stat. 627), is hereby amended by adding a new paragraph 4(e) (3)
as follows:

“(3) (A) In the event that the price regulation promulgated under subsection
(a) of this section provides for more than one price (or manner of determining
a price) for a givew grade and quality of crude oil produced in a given producing
area, the regulation shall provide that the price applicable to any crude oil
produced by, owned by, or due to any State or subdivision thereof as royalty,
as participation in production or as participatioh in net profits from the mineral
or leasehold estate owned by that State or subdivision on January 1, 1975, shall
be the highest price applicable to the given grade and quality of crude oil pro-
duced in the given producing area.

“(B) No person (whether an operator, holder of a lease hold interest, contrac-
tor or otherwise) other than a Stdte or subdivision thereof, shall receive any
benefit from the operation of this paragraph or the provision of regulation re-
quired thereby. 1

“(C) The volume of crude oil produced in any State for which the highest price
for the given grade and quality of crude oil in the given producing area is ap-
plicable exclusively by virtue of the provision of regulation required by this
paragraph shall not in any month exceed an amount equivlent to an average of
20,000 barrels per day.

“(D) In the event that the total volume of crude oil produced or owned by, or
due to any State and its subdivisions, whose price would, absent subparagraph
(c) hereof, be affected by the provisions of this paragraph, exceeds the eqnivalgnt
of 20,000 barrels per day, the 20,000 barrels per day to which the highest price
for the given grade and quality in the given producing area applies shall be
apportioned among the State and those of its subdivisions owning or producing
sdch crude oil in the ratios which the crude oil owned or produced by each
governmental entity bear to the total owned or produced by all such entities in
that State.”

(d) Section 3 of the Emergency Petroleum Allocation Act of 1973, as amended,
is ‘amended by adding at the end thereof the following new subsections:

“(8) The term ‘handicapped person’ means any individual whb, by reason of
disease, injury, age; congenital malfunction or other permanent incapacity or
disability, is unable without specinl facilities, planning or design to utilize mass
transportation vehiéles, facilities and services and who has a substantial,
permanent impediment to mobility.

“(9) The term ‘eligible person’ means any handicapped person (who may or
may not have a driver’s license) or the parent or guardian of a handicipped
person who must transport that person to and from special services.”

Sgc. 108. PROHIBITIONS ON UNREASONABLE ACTIONS.—(a) Action taken under
authority of this title, the Emergency Petroleum Allocation Act of 1973, or other
Federal 1aw resulting in the allocation of petroleum products and electrical energy
among classes of users or resulting in restrictions on use of petroleum products
and electrical energy, shall be equitable, and shall discriminate among classes
of users only to the extent necessary to accomplish the purposes of such Acts.
Allocations shall contain provisions designed to foster reciprocal and nondis-
¢riminatory treatment by foreign countries of United States citizens engaged in
commerce.

"(b) To the maximum extent practicable, any restriction on the use of energy
shall be designed to be carried out in such manner so as to be fair and to create a
reasonable distribution of the burden of such restriction on all sectors of the

-
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economy, withont imposing gn unreasonably disproportionate share of such
burden on any specific industry, business, or commercial enterprise, or on any
individual segment thereof and shall give due consideration to the needs of
commercial, retail, and service establishments whose normal function is to supply
goods and service of an essential convenience nature during times of day other
than conventional daytime working hours.

SEc. 109. REGULATED CARRrIERS.—Within ninety days after the date of enactment
of this title, the Civil Aeronautics Board, the Federal Maritime Commission,
and the Interstate Commerce Commission shall report separately to the appro-
priate committees of the Congress on the need for additional regulatory authority
in order to conserve fuel while continuing to provide for the public convenience
and necessity. Each such report shall identify with specificity—

(1) the type of regulatory authority needed ;

(2) the reasons why such authority is needed ;

. (3) the probable impact on fuel consumption df such authority;
(4) the probable effect on the public convenience and necessity of such
authority; and

(5) the competitive impact, if any, of such authority. !
Each such report shall further make recommendations with respect to changes
in any existing fuel allocation programs which are deemed necessary to provide
for the public convenience and necessity during such period. ;

SeEc. 110(a) (1) Apvisory CoMMITTEES—Except as provided in section 121,
to achieve the purposes of this title the Administrator may provide for the
establishment of such advisory committees as he determines are necessary. Any
such advisory committees shall be subject to the provisions of the Federal Ad-
visory Committee Act of 1972 (5 U.8.C. App. .I) ‘and section 17 of the Federal
Energy Administration Act (Public Law 93-274) whether or not such Aect or
any of its provisions expirés or terminates during the term of this title or of
such committees, and in all cases shall be chaired by a regular full-time Federal
employee and shall include representatives of the public, and the meetings of such
committees shall be open to the public. The Attorney General and the Federal
Trade Commission shall have adequate advance notice of any meeting and may
have an official representative attend and participate in any such meeting,

(2) A full and complete verbatim transcript shall be kept of such advisory
committee meetings, and shall be taken and deposited, together with any agree-
ment resulting therefrom, with the Attorney General and the Federal Trade Com-
mission. Such transcript and agreement ghall be made available for public in-
spection and copying, subject to the provisions of section 552 (b) (1), (b) (3), and
so much of (b) (4) as relates to trade secrets, of title 5, United States Code.

(b) REPEAL OF SECTION 6(c) oF THE EMERGENCY PETROLEUM ALLOCATION ACT
oF 1973.—Kffective on the date of enactment of this title, section 6(c) of the
Emergency Petroleum Allocation Act of 1973, as amended, is hereby amended
to read as follows:

“(g) There shall be available as a defense to any action brought for breach of
coniract in any Federal or State court arising out of delay or failure to provide,
sell, or offer for sale or exchange petroleum, that such delay or failure was
caused solely by compliance with the provisions of this Act or with the regula-
tion or any order under section 4 of this Act.”

_ (c) RequirEp REPORTS.—Within thirty days after the filing of the reports
submitted pursuant to section 109, the Attorney General and the Federal Trade
Commission shall each submit 3 report to the Congress and to the President
analyzing the effect upon competition of such proposals and providing alterna-
tives to avoid or overcome, to the greatest extent practicable, any anticom-
petiti:_e effects of such proposals while achieving the purposes of fuel con-
servation.

Sec. 111, Exporrs.—(a) The President is authorized by rule or order, to
restrict exports of coal, natural gas, petroleum products, and petrochemical feed-
stocks, drill pipe, upland and offshore drilling rigs and platforms, and of such
other supplies of materials and equipment which determines to be necessary to
maintain or further exploration, production, refining, transportation, and con-
gervation of domestic energy supplies and for the construction and maintenance
of energy facilities within the United States, under such terms and conditions
:}; hz (:etermines to be appropriate and necessary to carry out the pupose of

s Act.

, (b) In the administration of the restrictions under subsection (a) of this
gectioh, the President may direct and, if so, the Secretary of Commerce shall
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tmpose such restrictions pursuant to the procedures and authorities established
by the Export Administration Act of 1969, as amended.

(e¢) Rules or orders of the President under subsection (a) of this section
and actions by the Secretary of Commerce pursuant to subsection (b) of this sec-
tion shall take into account the historical trading relations of the United States
with Canada and Mexico. ;

Sec. 112. ADMINISTRATIVE PROCEDURE AND JUDICIAL REvm}V;—(a) (1) Subject
to paragraphs (2), (8), and (4) of this subsection, the provisions of subchapter
11 of chapter 5 of title 5, United States Code, shall apply to any rule, or regula-
tion, or any order having the applicability and effect of a rule as defined in sec-
tion 551(4) of title 5, United States Code, issued under this title, except that
this subsection shall not apply to any rule, regulation, or order issueq under
the Emergency Petroleum Allocation Act of 1973 (as amended by this txtle.)._

(2) Notice of all proposed substantive rules and orders of general applicability
described in paragraph (1) shall be given by publication of such proposed r}ﬂe
or order in the Federal Register. In each case, a minimum of ten days following
such publication shall be provided for opportunity to comment ; except that the
requirements of this paragraph as to time of notice and opportunity to con.nnent
may be waived where the President finds that strict compliance would seriously
impair the operation of the program to which such rule or order relqtes a_nd
such findings are set out in detail in such rule or order_. In addition, public notice
of all rules or orders of general applicability described in paragraph (1) of
subsection (a) which are promulgated by officers of a Stage or political sub-
division thereof or to State or local boards pursuant to this Act shall to.the
maximum extent practicable be achieved by publiqatmn of such rules or orders‘ in
a sufficient number of newspapers of statewide circulation calculated to receive

i ible notice. y
W]?:g?tfgsgddition to the requirements of paragraph (2), unless the President
determines that a rule or order described in paragraph (1) is not likely .to I_mve
a substghtial impact on the Nation’s economy or upon large numbers of individ-
uals or businesses, an opportunity for oral presentation of views, data, and
argument shall be afforded. To the maximum extent practicable, such oppor-
tunity shall be afforded prior to the implementation of such rule or order, but
in all cases such opportunity shall be afforded no later than forty-five days after
the implementation of any such rule or order. A transeript shall be made of any

> ion. . .
or?;?r?::?t?)%i%er or agency authorized to issue rules or orders described in
paragraph (1) shall provide for the making of such adjustments, consistent
with the other purposes of this Act or the Emergency Petroleum Allocation A.ct
of 1978 (as the case may be), as may be necessary to prevent special hardship,
inequity, or an unfair distribution of burdens and shall in rules prescribed by it
establish procedures which are available to any person for the purpose of seek-
ing an interpretation, modification, or rescission of, or an exception to or exemp-
tion from, such rules and orders. If such person is aggrieved or adversely affected
by the denial of a request for such action under the preceding sentenge, _he may
request a review of such denial by the officer or agency and may obtain judicial
review in accordance with subsection (b) or other _applicable law when su?h
denial becomes final. The officer or agency shall, in rules prescribed .by It
establish appropriate procedures, including a hearing where deemed advisable,
for considering such requests for act}on m}der this paragraph. i 2

" (b) (1) Judicial review of administrative rulemaking of general and nationa
applicability done under this title may be obtained only by filing a petition for
review in the United States Court of Appeals for the District of Columbia
within thirty days from the date of promulgatiqn of any such rule or regulation,
and judicial review of administrative rulemaking of general, but less than na-
tional applicability done under this title may be obtained only by filing a peti-
tion for review in the United States court of appeals for the appropriate circuit
within thirty days from the date of promulgati_on of any such rule or regulation,
the appropriate circuit being defined as the circuit which c_ontains the\area or
the greater part of the area within which the rule or regulation is to have effect.

(2) Notwithstanding the amount in controversy, the district courts of the
United States shall have exclusive original jurisdiction of all other cases or
.controversies arising under this title, or under regulations or orders issued there-
under, except any action taken by the Civil Aeronautics Power Commission, or
-the Federal Maritime Commission, or any actions taken to implement or enforce

-
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any rule or order by any officer of a State or political subdivision thereof or
State or local board which has been delegated authority under section 116 of
this title execept that nothing in this section affects the power of any court of
competent jurisdiction to consider, hear, and determine in any proceeding
before it any issue raised by way of defense (other than a defense based on the
constitutionality of this title or the validity of action taken by any agency
under this title). If in any such proceeding an issue by way of defense is raised
based on the constitutionality of this Act or the validity of agency action under
this title, the case shall be subject to removal by either party to a district court
of the United States in accordance with the applicable provisions of chapter 89
of title 28, United States Code.

(3) This subsection shall not apply to any rule, regulation, or order issued
under the Emergency Petroleum Allocation Act of 1973.

(4) The finding required by section 103(b) of this title shall not be Judicially
reviewable under this subsection or under any other provision of law.

(e¢) The Administrator may by rule prescribe procedures for State or local
boards which carry out functions under this Act or the Emergency Petroleum
Allocation Act of 1973. Such procedures shall apply to such boards in lieu of
subsection (a), and shall require that prior to taking any action, such boards
shall take steps reasonably calculated to provide notice to persons who may be
affected by the action, and shall afford an opportunity for presentation of views
(including oral presentation of views where practicable) at least ten days before
taking the action. Such boards shall be of balanced composition reflecting the
makeup of the commmunity as a whole.

(d) In addition to the requirements of section 552 of title 5, United States
Code, any agency authorized by this title or the Emergency Petroleum Allocation
Act of 1973 to issue the rules, regulations or orders described in paragraph (1)
of subsection (a) shall make available to the public all internal rules and guide-
lines which may form the basis, in whole or in part, for any rule or order with
such modifications as are necessary to insure contidentiality protected under such
section 552 of title 5, United States Code. Such agency shall, upon written request
of a petitioner filed after any grant or denial of a request for exception or ex-
emption from rules or orders, furnish the petitioner with a written opinion
setting forth applicable facts and the legal basis in support of such grant or
denial. Such opinions shall be made available to the petitioner and the public
within thirty days of such request and with such modifications as are necessary
to insure confidentiality of information protected under such section 552 of title
5, United States Code.

Sec. 113. INTERNATIONAL OIL ALLOCATIONS.—(a) The President is authorized
to require by rule, regulation, or order such action as may be necessary for im-
plementation of the obligations of the United States under the international
agreement with regard to the international allocation of petroleum to other
countries in such amounts and at such prices as are specified in- (or determined
in a manner prescribed by) such rule, regulation, or order. Such rule, regulation,
or order may apply to all petroleum owned or controlled by persons subject to
the jurisdiction of the United States including petroleum destined, directly or
indirectly, for import into the United States or any foreign country, or produced
in the United States, and shall remain in effect for ho more than six months unless
extended pursuant to section 101(c),

(b) Neither section 4(d) of the Hmergehcy Petroleum Allocation Act nor
section 28(u) of the Mineral Leasing Act of 1920, as amended by the Act of
November 16, 1973 (30 U.8.C. 185), shall preclude the allocation and export of
petroleum produced in the United States to other countries in accordance witl
obligations of the United States under the international agreement. ‘

Src. 114. ProHIBITED AcTs.—It shall be unlawful for any person to violate any
provision of this title or to violate any rule, regulation (including an energy
conservation plan), or order issued pursuant to any such provision.

Sec. 115. ENFORCEMENT.—(8) Whoever violates any provision of this title or
rule, regulations or orders promulgated pursuant thereto, shall be subject to a
civil penalty of not more than §5,000 for each violation.

(b) Whoever willfully violates any provision of this title or rules, regulations
or orders promulgated pursuant thereto, shall be fined not more than $10,000 for
each violation.

{¢) It shall be unlawful for any person to offer for sale or distribute in com-
merce any product or commodity in violation of an applicable order or regulation
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issued pursuant to this title. Any person who knowingly and wil jolates
this subsection after having been subjected to a civil pegaylty for“:al g-?cl)lryviv;?:tiion
of the same provision of any order or regulation issued pursuant to this title shall
be fined not more than $50,000 or imprisoned not more than six months, or both.

‘(d) Whenever it appears to any person authorized by the President or the
Administrator to exercise authority under this title that any individual or orga-
nization has engaged, is engaged, or is about to engage in acts or practices con-
stituting a violation of this title, such person may request the Attorney General
to bring an action in the appropriate district court of the United States to enjoin
such acts or practices, and upon a proper showing a temporary restraining order
or a preliminary or permanent injunction shall be granted without bond. Any
such court may also issue mandatory injunctions commanding any person to
comply with any provision of this section.

(e) Any person suffering legal wrong because of any act or practice arising
out of any violation of this title may bring an action in a district court of the
United States without regard to the amount in controversy, for appropriate relief,
including an action for a declaratory judgment or writ of injunction. Nothing in
this subsection shall authorize any person to recover damages.

Src. 116. DELEGATION OF AUTHORITY AND EFFECT ON STATE LAwW.—(a) Within
sixty days following the date of enactment of this Act, the President shall, after
affording an opportunity for interested persons to make oral presentations,
promulgate a regulation—

(1) establishing criteria for delegation of his functions under this Act
or the Emergency Petroleum Allocation Act of 1973, to officers or local boards
(of balanced composition reflecting the community as a whole) of States
or political subdivisions thereof ; and
: (2) establishing procedures for petitioning for the receipt of such delega-
tion.

(b) (1) Offices or local boards of States or political subdivisions thereof, fol-
lowing the establishment of criteria for delegation and procedures for petition-
ing in accordance with subsection (a) of this section, may petition the President
for the receipt of such delegation.

(2) The President may grant any properly submitted petition within thirty
days of its receipt.

(¢) No State law or State program in effect on the date of enactment of this
title, or which may become effective thereafter, shall be superseded by any provi-
sion of this title or any regulatian, order, or energy conservation plan issued pur-
suant to this title except ‘insofar as such State law or State program is incon-
sistent with the provisions of this title, or such a regulation, order, or plan.

SEc. 117. GRANTS TO STATES.—(4) The President shall provide financial assist-
ance in accordance with this section for the purpose of assisting eligible State or
local energy conservation programs.

(b) One-half the sum appropriated each fiscal year for fiscal assistance to the
States shall be apporfioned to each State in the ratio which the population of that
State bears to the total population of the United States. The remainder shall be
diei‘t;ibuted by the President among the States on the basis of their respective
needs.

(c)y A State is eligible to receive financial assgistance for energy conservation
programs pursuant to subsection (&) (1) of the subsection in any fiscal year if—

(1) the State has established a State plan for energy conservation which
provides for equitable distribution of such assistance among State, local,
and regional authorities;

(2) the State provides satisfactory assurance that such fiscal control
and fund acct‘);;ntfing proctedlflresdwill be adopted as may be negessary to
assure proper disbursement of, and accounting for, Federa
this section to the State; and g (IR DA Soter
r (t?;) the State complies with regulations of the President issued under this
ection,

(d) Within sixty days after the date of enactment of this Act, the President
ghall issue, and may from time to time amend, regulations with respect to finan-
cial assistance for energy conservation programs which include criteria for such
B ey A% ts which a

e) Any amounts which are not expended or committed by a State pursuant
to subsection (b) during the ensuing fiscal year shall be r
to the United States Treasury. & 3 B

'S
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(£) (1) Each recipient of financial assistance under this section shall keep such
records as the President shall prescribe.

(2) The President and the Comptroller General of the United States, or any
)f their duly authorized representatives shall have access for the purpose of audit
ind examination to any books, documents, papers, and records of such receipts.

(g) There is authorized to be appropriated to carry out the purposes of this
section such sums as are necessary, not to exceed $50,000,000 for each of the two
fiscal years including and following the effective date of this section.

(h) Any funds authorized to be appropriated under subsection (g) of this
section shall be available for the purpese of making grants to States to which
the President has delegated authority under section 116 of this title, or for the
administration of appropriate State or local energy conservation, rationing or
allocation programs which are the basis of an exemption made pursuant to
section 104(a) (2) of this title from a Federal energy conservation plan which
has taken effect under section 104 of this Act. The President shall make such
grants upon such terms and conditions as he may prescribe by rule.

SEc. 118. ENERGY INFORMATION.-—(a) The President is authorized to request,
acquire, and collect such energy information as he determines to be necessary to
achieve the purposes of this title. ;

(b) For the purposes of implementing and carrying out this Act, including the
obligations of the United States under an international agreement, the authority
relating to the collection, processing, analysis, and dissemination of energy in-
formation data granted by the Energy Supply and Environmental Coordination
Act and the Federal Energy Administration Act, respectively, shall continue in
full force and effect without regard to the provisions of these Acts relating to
their expiration.

SEC, 119, EXCHANGE OF INFORMATION.— (&) Except as provided in subsections
(b) and (c¢), and notwithstanding any other provision of law relating to prohi-
bitions on diselosure of proprietory and contidential business data or information,
the Administrator, after consultation with the Attorney General may provide
to the Secretary of State, and the Secretary of State is authorized to transmit
to an appropriate international organization or foreign country the informa-
tion and data related to the energy industry certitied by the SBecretary of State
as required to be submitted under an international agreement to which the
United States is a party.

(b) The President shall make the final determination as to whether the trans-
mittal of energy information and data pursuant to the authority of this section
would prejudice competition, violate the antitrust laws, or be inconsistent with
United States natiohal security interests, he may require that such energy in-
formation or data not be transmitted.

(c) Energy information and data the confidentiality of which is protected by
statute shall not be provided by the Administrator to the Secretary of State under
subsection (a) of this section for transmittal to an international organization or
foreign country, unless the Administrator has obtained the specific concurrence
of the head of any-department or agency which has the primary statutory au-
thority for the collection, gathering, or obtaining of such information and data.
In making a determination to concur in providing such information and data,
the head of any department or agency which has the primary statutory authority
for the collection, gathering, or obtaining of such information and data, shall
consider the purposes for which such information and data was collected, gath-
ered, and obtained, the confidentiality provisions of such statutory authority,
and the international obligations of the United States with respeet to the trans-
mittal of such information and data to an international organization or foreign
country.

(d) As used in this section and section 118 the term “energy information”
means information or documents pertaining to any person engaged in any phase
of major energy supply or major energy consumption, including information and
documents pertaining to:

(1) corporate structure; :

(2) financial structure, including balance sheets, profit and loss accounts,
and taxes pald;

(3) capital investments realized ;

(4) terms of arrangements for access to major sources of erude oil and
other energy supplies;

S. Rept. 94-26——3
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(5) current rates of production and anticipated changes therein;

(8) allocations of available energy to affiliates and other customers (cri-
teria and realization) ;

(7) stocks and levels of inventories and available emergency reserves;

(8) cost of crude oil, oil products, and other energy supplies ;

(9) prices, including transfer prices to affiliates;

(10) energy consumption and supply;

(11) availability and utilization of transportation facilities;

(12) current and projected levels of energy supply and demand ;

(13) demand restraint measures; and

(14) other subjects which the Administrator finds necessary in order to
achieve the purposes of this title.

SEo. 120. RELATIONSHIP OF THIS TITLE TO THE INTERNATIONAL ENERGY AGREE-
MENT.—The purpose of the Congress in adopting this title is to provide standby
energy emergency authority to deal with energy shortage conditions and to mini-
mize economic dislocations and adverse impacts on employment. While the
authorities contained in this Act may, to the extent authorized by this title, be
used to carry out obligations incurred by the United States in connection with
the November 18, 1974, executive agreement, “Agreement On An International
‘Energy Program”, this title shall not be construed in any way as advice and
consent, ratification, endorsement, or other form of Congressional approval of
the specific terms of the executive agreement or any related annex, protgeol,
amendment, modification or other agreement which bas been or may in the future
be entered into.

Sec. 121. INTERNATIONAL VOLUNTARY AGREEMENTS—PROCEDURES.—(a) 'The re-
quirements of this section shall be the sole pracedures applicable to the develpp-
ment, implementation or carrying out of voluntary agreements or plans of action
to accomplish the objectives of the international agreement with respect to inter-
national petroleum allocation and the information system provided in such
agreement, and to the availability of immunity from the antitrust laws respecting
the development, implementation or carrying out of such voluntary agreements
or plans of action.

(b) As used in this section, the term “gntitrust laws” means—

(1) the Act entitled “An Act to protect trade and commerce against
unlawful restraints and monopolies”, approved July 2, 1800 (15 U.S.C. 1
et seq.) as amended ;

(2) the Act entitled “An Act to supplement existing laws against unlawful
restraints and monopolies, and for other purposes”, approved October 15,
1914 (15 U.S.C. 12 et seq.), as amended ;

(8) the Federal Trade Commission Act (15 U.S.C. 41 et seq.), as amended ;

(4) sections 73 and 74 of the Act entitled “An Act to reduce taxation, to
provide revenue for the Government, and for other purposes”, approved
August 27, 1894 (15 U.S.C. 8 and 9), as amended ; and

(5) the Act of June 19, 1936, chapter 592 (15 U.S.C. 18, 13a, 13b, and

21a).

(c) (1)) To achieve the purposes of the international agreement with respect
to international petroleum allocation and the information system provided in
such agreement, the Administrator may provide for the establishment of such
advisory committees as he determines are necessary. Any such advisory commit-
tees shall be subject to the provisions of the Federal Advisory Committee Act of
1972 (5 U.8.C. App. I), and section 17 of the Federal Energy Administration Act
(Public Law 93-274) whether or not such Acts or any of their provisions expire
or terminate during the term of this Act or of such committees, and in all cases
shall be chaired by a regular full-time Federal employee and shall include repre-
sentatives of the public, and the meetings of such committees shall be open to the
public. The Attorney General and the Federal Trade Commission shall have ade-
quate advance notice of any meeting and may have an official representative
attend and participate in any such meeting.

(2) A full and complete verbatim transcript shall be kept of such advisory
committee meetings, and shall be taken and deposited, together with any agree-
ment resulting therefrom, with the Attorney General and the Federal Trade
Commission. Except when the Administrator has suspended the application of
subsections (b) and (¢) of section 17 of the Federal Energy Administration Act
pursuant to paragraph (8) of this subsection, such transcript and agreement shall
be made available for public inspection and copying, subject to the provisions of
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section 552 (b) (1), (b) (8), and so much of
e (tzi;t)le S e O Cod’e : (b) (4) as relates to trade secrets,
The Administrator, in consultation with the Secretary of State and the
Federal Trade Commission, and subject to the approval of
may suspend the application of o gyl Genera.l,
% g; se%tiox} 5, 10(:;)1;d lldof the Federal Advisory Committee Act,
subsections and (c) of section 17 of the F -
istration Act, and : AT S A il
. (0) the requirement under subsection (c¢)tl) of this section that meet-
ings be open to the public,
Provi@ed the Administrator determines in each instance that such suspension is
essential to the implementation of an international agreement and relates solely
to th.e purpose of international petroleum allocation and the information system
provided in such agreement in response to reductions or probable reductions in
petroleum supplies, and that the application of such provisions would be detri-
gnental to the pub}ic interest, including but not limited to the foreign policy
1_ntere'st_s of the United States. Such determination by the Administrator shall be
;}n; Wll;llfll.l'r;gil’ ?inid stliall Ege; foxitllx_Jt his xt'easons for granting such suspension and shall
P ed in the Federal Register at a reason i i i
da::g)ofigny s Fyaesls e g g able time prior to the effective
or purposes of this Act, the provisions of subsection (a) of sectio
of thq F_ederal Energy Administration Act shall apply to any Igo;td, task f(l)lrcle7
commission, committee, or similar group, not composed entirely of full-time gov:
gnﬁent‘tﬁmploye:s,t esttltla.blfi:sheduloxt'i utilized to advise the United States Govern-
ent with respect to the formulation or carrying out of an
of (a;’)cion under the international agreement. NN o e U N ol Satar
The Administrater, subject to the approval of the Attorney Gener
in consultation with the Federal Trade Commission and the Secxs"etary o‘fﬂ’s?;ttg
shall promulgate, by rule, standards and procedures by which persons engaged,
in the business of producing, refining, marketing, or distributing petroleum may
develop and implement voluntary agreements and plans of action to carry out
sucp agreements which are required to implement the provisions of the inter-
nat19nal agreement, limited to international petroleum allocation and the infor-
mation system provided in such agreement, in response to reductions or probable
reductions in petroleum supplies. )

(e) The standards and procedures under subsection (d) shall be promulgated
pursuant to section 553 of title 5, United States Code. They shall provide, among
other things, that— 1

(1) meetings held to develop a voluntary agreement or a plan of action
under this subsection shall permit attendance by interested persons, includ-
ing all interested segments of the petroleum industry, consumers and the
publie, shall be preceded by timely and adequate notice with identification
of the agenda of such meeting to the Attorney General, the Federal Trade
Commission, and to the public, and shall, except for bodies created by the
International Energy Agency established by the international agreement, he
initiated and chaired by a regular full-time Federal employee; Provided,
That the Administrator, in consultation with the Secretary of State, and
subject to approval of the Attorney General, may determine that a meeting
held to develop a plan of action shall not be public and that attendance may
be limited, subject to reasonable representation of affected segments of the
petroleum industry as determined by the Administrator with the approval of
the Attorney General, if he finds that a wider disclosure would be detri-
mental to the public interest, including but not limited to the foreign policy
interests of the United States. At all meetings held to develop, implement or
carry out a voluntary agreement or a plan of action under this subsection, a
regular full-time Federal employee shall be present.

(2) interested persons shall be afforded an opportunity to present in
writing and orally, data, views, and arguments at such meetings.

(3) a full and complete record, and where practicable a verbatim tran-
script, shall be kept of any meeting or conference held, and a full and com-
plete record shall be kept of any communication made, between or among
participants or potential participants, to develop, implement, or carry out
a voluntary agreement or a plan of action under this subsection and such
record or transcript shall be deposited, together with any agreement result-
ing therefrom, with the Administrator, and shall be available to the Attorney
General and the Federal Trade Commission. Such transcripts, records and




16

agréements shall be available for public inspection and copying, subject
to (A) the provisions of sections 552 (b) (1), (b) (3) and so much of (b) (4)
as relates to trade secrets, of title 5, United States Code, or (B) a determina-
tion by the Administrator, in consultation with the Secretary of State, and
subject to approval of the Attorney General, that such disclosure would be
detrimental to the public interest, including but not limited to the foreign
policy interests of the United States.

(f) (1) The Attorney General and the Federal Trade Commission shall par-
ticipate from the beginning in the development, implementation, and carrying
out of voluntary agreements and plans of action authorized under this section.
Each may propose any alternative which would avoid or overcome, to the greatest
extent practicable, possible anticompetitive effects which achieving substantially
the purposes of this Act. The Attorney General, in consultation with the Federal
Trade Commission, the Secretary of State, and the Administrator, shall have
the right to review, amend, modify, disapprove, or revoke, on his own motion
or upon the request of any interested person, any plan of action or voluntary
agreement at any time, and, if revoked, thereby withdraw prospectively the im-
munity which may be conferred by subsection (h) of this section.

(2) Any voluntary agreement or plan of action entered into pursuant to this
section shall be submitted in writing to the Attorney General and the Federal
Trade Commission twenty days before being implemented, where it shall be
made available for public inspection and copying; Provided, That any plan of
action shall not be made publicly available if the Administrator, in consultation
with the Secretary of State, and subject to approval of the Attorney General, de-
termines that such public availability would be detrimental to the public in-
terest, including but not limited to the foreign policy interests of the United
States; and Provided further, That if emergency measures have been activated
pursuant to the international agreement, the Administrator, subject to approval
of the Attorney General, may reduce the twenty day period applicable to plans
of action. Any action taken pursuant to such voluntary agreement and plan of
action shall be reported to the Attorney General and the Federal Tra«_ie Commis-
sion pursuant to such regulations as shall be prescribed under subsect'lor} (g) (4).

(gy(1) The Attorney General and the Federal Trade Commission shall
monitor the development, implementation, and carry}ng out of plans of ac.tgon
and voluntary agreements authorized under this section to promgte.eompetltlon
and to prevent anticompetitive practices and effects, while achieving substan-

he purposes of this Act.
tia(llzs; tI: grdgg to carry out the purposes of this section, the Attorney (_}eneral,
in consultation with the Federal Trade Commission and the Administrator,
shall promulgate regulations concerning the maintenance of necessary and
appropriate documents, minutes, transcripts, and other records related to the
development, implementation, or carrying out of plans of action or voluntary
agreements authorized pursuant to this Act. ;

(3) Persons developing, implementing, or carrying out plans qf aphon or
voluntary agreements authorized pursuant to this Act shall maintain those
records required by such regulations. The Attorney General and the Federal
Trade Commission shall have access to and the right to copy such records at
reasonable times and upon reasonable notice. :

(4) The Attormey General and the Federal Trade Commission may each pre-
seribe such rules and regulations as may be necessary or appropriate ?o. carry
out their respective responsibilities under this Act. They may both utilize for
such purposes and for purposes of enforcement any and all powers conferred
upon the Federal Trade Commission or the Department of Justice, or both, by
dny other provision of law, including the antitrust laws; and wherever such
pr(‘)vision of law refers to “thé purposes of this Act” or like terms, the reference
shall be understood to be this Act. f ' Y 24 .

(h) There shall be available as a defense to any civil or eriminal ac.txon
brought under the antitrust laws (or any similar state law) in respect of aetions
taken in good faith to develop, implement or carry out a voluntalzy agreemgnt
or plan 0f action by persons engaged in the business of producing, refining,
tmarkefing, or distributing petroleum products that—

: (1) such action as taken—

i (A) in the course of developing a voluntary agreement or plan of
action pursuant to this section, or \ y
(B) pursuant to a voluntary agréement or plan of action authorized
andapproved in accordance with this section, and
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(2) such persons fully complied with the requirements of this section
and the rules and regulations promulgated hereunder.

(1) No provision of this Act shall be construed as granting immunity for, nor
as limiting or in any way affecting any remedy or penalty which may result from
any legal action or proceeding arising from, any acts or practices which occurred ;
(1) prior to the enactment of this Act, (2) outside the scope and purpose or not
in compliance with the terms and conditions of this Act and this section, or (3)
subsequent to its expiration or repeal.

(]) Effective 60 days after the date of enactment of this Act, the provisions of
Section 708 of the Defense Production Act of 1950, as amended, shall not apply
to any action authorized to be taken under this Act or the Emergency Petroleum
Allocation Act of 1973. Nothing in this section shall be deemed to authorize the
application of Section 708 of the Defense Production Act of 1950, as amended, to
any voluntary agreement.

(k) The Attorney General and the Federal Trade Commission shall each
submit to the Congress and to the President, at least once every six months, a
report on the impact on competition and on small business of actions authorized
by this section.,

(1) The authority granted by this section shall terminate upon the expiration
or repeal of this Act.

(m) In any action in any Federal or State court for breach of contract there
shall be available as a defense that the alleged breach of contraet was caused
sqlely by compliance with the provisions of this section, or any rule, regulation
or order issued pursuant to this section.

SEC. 122. EXTENSION OF MANDATORY ALLOCATION PRoGRAM,—Section 4{g) (1)
of the Bmergency Petroleum Allocation Act of 1973, as amended, is further
amended by striking out “August 31, 1975” wherever it oceurs, and inserting in
lieu thereof “June 30, 1976”.

SEC. 128. LIMITATIONS ON RAISING OR REMOVING PETROLEUM PRICE CONTROLS——
(s:) (1) “After the date of enactment of this title no increase in the price per-
mitted for oil now classified as “‘old” oil under regulations promulgated pursuant
to se'ction 4 of the Emergency Petroleum Allocation Act of 1973 (87 Stat. 629)
and in effect on January 1, 1975, may be established except in accordance with
subsection (b) of this section.

(2) After the date of enactment of this title no amendment to the petro-
leum price control regulations promulgated under section 4 of the Emergency
Petroleum Allocation Act of 1973 (87 Stat. 629) which has as its purpose the
exemption, pursuant to section 4(g) of the Emergency Petroleum Allocation Act,
of crude oil, residual fuel ail, or a refined petroleum product from price controls
may become effective except in accordance with subsection (b) of this section.

(b) No action covered by the provisions of subsection (a) (1) or (2) of this
section may be undertaken unless the specific action proposed to be taken is first
submitted te both Houses of the Congress pursuant to the procedures provided
for in section 104 (b) through (d) of this title. Each House then shall have the
opportunity to review and by majority vote disapprove of such action within
ten days of the receipt of the proposal pursuant to the procedures provided for
in section 104 of this title.

(¢) For the purposes of this section, any reference in section 104 to the term
“energy conservation plan” shall be deemed to be a reference to the term
“petroleum pricing and exemption action”.

Skc, 124. CoNTINGENCY Prans.—(a) In order to fully inform the Congress
and the public with respect to the exercise of authorities under sections 103 and
104 of this title, the President shall, to the maximum extent practical, develop
contingency plans in the nature of descriptive analyses of—

(1) the manner of implementation and operation of any such authority ;
(2) the anticipated benefits and impacts of the provision of any plan;
(3) the role of State and local governments ;

(4) the procedures for appeal and review ; and

(5) the Federal officers or employees who will administer any plan.

(b) (1) Within one hundred and eighty days following the date of enactment
of this title, and at such other times as the President deems appropriate, the
President shall submit to the Congress such contingeney plans in accordance
with subsection (a) of this section as have been formulated.

(¢) Notice of all proposed plans shall be given by publication of such pro-
pesed plans in the Federal Register. In the case of each such proposed plan, a
minimum of ten days following such publication shall be provided for oppor-
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tunity for comment thereon and for opportunity to request a public hearing
thereon, which, if requested by any interested person, shall be held prior to the
adoption of such plan.

(d) (1) Within ninety days following the date of enactment of this title, the
President shall develop and submit to Congress a contingency plan (or plans)
for rationing which shall describe the rationing system he deems most appropri-
ate to respond to—

(A) an embargo of the sort experienced during the winter of 1973-74, and

(B) any other contingency which may reasonably be projected, for which
rationing may reasonably be considered appropriate, and for which a
contingency plan for rationing may reasonably be developed and submitted
within the prescribed time period.

(2) Any contingency plan for rationing with respect to a contingency referred
to in subparagraph (1) (B) of this subsection which cannot reasonably be de-
veloped and submitted to Congress within ninety days following the date of
enactment of this title shall be developed and submitted as soon thereafter as
practicable. ;

(8) The requirements of this subsection shall not apply with respect to any
contingency which the President finds already exists and for which he has
promulgated and submitted to Congress a regulation pursuant to section 103
of this title.

SEc. 125. INTRABTATE NATURAL GAs.—Nothing contained in this Act shall au-
thorize the President to regulate or allocate natural gas not otherwise subject
to the jurisdiction of the Federal Power Commission: Provided, That to the
extent authorized by law the President may with respect to all sources of energy
establish thermal efficiency standards, lighting standards, appliance standards,
and other general standards of national application designed to improve energy
conservation in residential, commercial, and industrial uses: Provided further,
That State regulatory bodies having jurisdiction over natural gas shall cooperate
with the Pregident to achieve the conservation objectives of this Act.

SEc. 126. ExpiraTION.—(a) The authority under this title to prescribe any
rule or order to take action under this title, or to enforce any such rule or order,
shall expire at midnight, June 30, 1977, but such expiration shall not affect any
action or pending proceedings, civil or criminal, not finally determined on such
date, nor any action or proceeding based upon any act committed prior to mid-
night, June 30, 1977.

“{b) The Secretary of State shall prepare and transmit to the Congress a re-
port every ninety days on all significant proposals, meetings, and activities un-
dertaken by the United States and other signatory nations to the Agreement On
An International Energy Program. The report shall include a summary and copies
of any amendments to the agreement, any changes or modifications of related
annexes or protocols, any interpretation or construction of the meaning of the
agreement, considered in the previous quarter, and any ¢change, modification or
interpretation of the agreement to be proposed or supported by the United States
in the forthcoming quarter.

Skc. 127. AUTHORIZATIONS OF APPROPRIATIONS.—There are hereby authorized to
be appropriated to the President such funds as are necessary for implementation
of the provisions of this title. .

Sec. 128. SeveERABILITY.—If any provision of this title, or the application of any
such provision to any person or circumstance, shall be held invalid, the re-
mainder of this title, or the application of such provision to persons or circum-
1?ltlanc‘t)as other than those as to which it is held invalid, shall not be affected

ereby.

SEC. 129. TRANSFER OF AUTHORITY.—In accordance with section 15(a) of the
Federal Energy Administration Act (88 Stat. 108 and 109) the President shall
designate, where applicable and not otherwise provided by law, an appropriate
Federal agency to carry out the provisions of this title after the termination
of the Federal Energy Administration.

TITLE II: ENERGY CONSERVATION POLICY

SEc. 201. STATEMENT OF PURPOSES, FINDINGS, AND PoricY.~— () The purposes
of thig title are:
(1) to declare an interim national conservation policy ;
(2) to make energy conservation an integral part of all ongoing programs
and activities of the Federal government ;
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(3) to promote energy conservation efforts through specific directives to
agencies of the Federal Government, State government, and sectors of pri-
vate industry; .

(4) to encourage greater private energy conservation efforts; 4

(5) to authorize the Administrator of the Federal Energy Administration
to establish national energy conservation standards; and .

(8) to provide for the development of energy conservation programs by
State government pursuant to the policies set forth in this title.

{b) The Congress finds that: ,

(1) adequate supplies of energy at reasonable cost are essentxal.to the
maintenance of the United States economy and a high standard of living;

(2) increasing dependence on energy supplies imported from foreign
sources has created serious economic and national security problems;

(3) a continuation of past trends in the expansion of demand for energy
in all forms will have serious adverse social, economic, political, and environ-
mental impacts; and 1

(4) the adoption at all levels of government of laws, policies, programs,
and procedures to conserve energy and fuels could have an immediate and
substantial effect in reducing the rate of growth of energy demand and
minimizing such adverse impacts. _

(c) The Congress hereby declares that it is in the national interest for, and
shall be the continuing policy of, the Federal Government to foster and promote
comprehensive national fuels and energy conservation programs and practices in
order to better assure adequate supplies of energy to consumers, reduce energy
waste, conserve natural resources, and protect the environment,

(d) Every agency of the Federal Government shall have the continuing respon-
sibility of implementirnig the policy and purposes set forth in this title. Bach
agency shall review its statutory authority, policies, and programs in order to
determine what changes may be required to assure conformity with the policy
and purposes of this title and shall report annually onthe result of its review,
together with recommendations for necessary changes, to the President and to
the Congress.

SEC. 202. INTERIM ENERGY CONSERVATION PLANS.—(a) (1) Pending the promul-
gation of regulations to establish national energy conservation standards pur-
suant to sections 203 through 207, and/or the adoption by the Congress of spe-
cific legislative policies, standards and programs for energy conservation
programs, the President may promulgate, by regulation, one or more energy
conservation plans in accord with this section which shall be designed (together
with actions taken and proposed to be taken under other provisions of this or
other Acts) to result in a reduction of national energy consumption.

(2) For the purposes of this section, the term ‘“energy conservation plan”
includes but is not limited to plans to establish:

(A) lighting efficiency standards for public buildings;

(B) thermal performance standards for all new Federal construction and
all new homes and buildings financed under any Federal loan guarantee or
mortgage program ;

(C) reasonable restrictions on hours for public buildings ;

(D) standards to govern decorative or non-essential lighting ;

(E) standards and programs to increase industrial efficiency in the use
of energy ;

(F) programs to insure better enforcement of the fifty-five mile per hour
speed limit; g

(G) programs to maximize use of carpools and public transportation
systems ;

y(I:'[) s'tandards for reasonable controls and restrictions on discretionary
transportation activities upon which the basic economic vitality of the coun-
try does not depend ;

(I) energy efficiency standards to govern Federal procurement policy;

(J) low interest loans and loan guarantee programs to improve the thermal
efficiency of individual residences by installation of insulation, storm win-
dows, or other improvements ; and

(K) public education programs to encourage voluntary energy conserva-
tion.

(3) No energy conservation plan promulgated under this section_ may impose
rationing or any tax or user fee, or provide for a credit of deduction in computing
any tax.
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(4) An energy conservation plan shall become effective as provided in sub-
section (b) of section 104 of Title I of this Act. Such a plan shall apply in each
State, except as otherwise provided in an exemption granted pursuant to such
plan in cases where a comparable State or local program is in effect, or where the
President finds special cirecumstances exist.

(5) An energy conservation plan shall deal with only one functiona)ly dis-
crete subject matter or type of action proposed to reduce energy consumption.

(6) Subject to section 104(b) (3) of title I of this Act, an energy conserva-
tion plan shall remain in effect for a period specified in the plan unless earlier
rescinded by the President, but shall terminate in any event no later than one
yvear after such plan first takes effect unless renewed in accordance with section
104 (b) of title I of this Act.

(b) Any energy conservation plan promulgated by the President pursuant to
subsection (a) of this section shall not become effective until it has been trans-
mitted to the Congress for review and right of disapproval in accord with the
expedited procedures of Section 104(b) through (d) of title I of this Act; Pro-
vided, That, for the purposes of this section the reference to “ten calendar days”.
in Section 104(b) (3) of title I of this Act shall mean “thirty calendar days”.

SEc. 203. FEDERAL INITIATIVES IN ENERGY CONSERVATION.—The Administrator
of the Federal Energy Administration, in cooperation with the Secretaries of the
Departments of Housing and Urban Development, Commerce, Interior, Trans-
portation, Health, Education, and Welfare, Treasury and the heads of other ap-
propriate Federal agencies shall, within three months of the effective date of
this Act, promulgate regulations which specify standards for energy efficiency
and conservation and establish—

(a) lighting efficiency standards for publie buildings ;

{(b) thermal performance standards for all new Federal construction and
all new homes and buildings financed under any Federal loan guarantee or
mortgage program ;

(c) reasonable restrictions on hours for public buildings ;

(d) standards to govern decorative or non-essential lighting;

(e) standards and programs to increase industrial efficiency in the use
of energy ;

(f) programs to insure better enforcement of the fifty-five mile per hour
speed limit;

(g) programs to maximize use of carpools and public transportation
systems;

(h) standards for reasonable controls and restrictions on discretionary
transportation activities upon which the basic economic vitality of the
country does not depend ;

(i) energy efficiency standards to govern Federal procurement policy;

(j) low interest loans and loan guarantee programs to improve the
thermal efficiency of individual residences by installation of insulation, storm
windows, or other improvements ; and
i (k) public education programs to encourage voluntary energy conserva-

ion.

Sec. 204. STATE INITIATIVES IN ENERGY CONSERVATION.—(a) The Administrator
is authorized and directed to promulgate within sixty days of the effective date
of this title Federal guidelines for the funding and development of State energy
conservation programs to be submitted pursuant to section 205.

(b) The Administrator is authorized and directed to request the submission
within four months of the effective date of this Aect from the Governor of each
State a report deseribing a proposed State energy conservation program to be
implemented within the jurisdiction of said State and supported by Federal
funds pursuant to section 206 of this title.

(¢) The Administrator is authorized, subject to the availability of manpower
and funds, to extend such technical assistance as he deems appropriate to in-
dividual States for the development of the State Energy Conservation Programs
deseribed in subsections (a) and (b) of this section.

(d) The report submitted by the Governor of each State pursuant to subsec-
tion (b) which describe the proposed State energy conservation program shall
be based upon any or all of the energy efficiency and conservation standards and
programs set forth in Section 208. The report and the proposed State energy
conservation program shall be designed so as to:

(1) minimize adverse economic or employment impact within the particu-
lar States and
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(2) meet unique local economic, climatological, geographic and other
conditions and requirements.

Sec. 205. DELEGATION OF AUTHORITY.—(a) Within sixty days following the
date of enactment of this title, the Administration shall—

(1) establish criteria for the delegation of responsibility for the imple-
mentation and administration of State energy conservation programs to
the responsible State officers and agencies; and

(2) establish procedures for petitioning for the receipt of such delegation.

(b) (1) State offices and agencies, following the establishment of criteria for
delegation and procedures for petitioning in accordance with subsection (a)
of this section, may petitioh the Administrator for the receipt of such dele-
gation.

(2) The Administrator shall review and may approve any State energy con-
servation program submitted pursuant to seetion 204(a) and subsection (a) of
this section within thirty days of its receipt.

(3) The Administrator shall establish procedures incorporating the provi-
sions set forth in title I of this Act governing interpretation of State programs,
administrative law, judicial review, enforcement and penalties.

SEC. 206. GRANTS To STATES.—(a) The Administrator shall provide all financial
assistance in accordance with this section necessary for the development and
implementation of approved State energy conservation programs.

(b) One-half the sum appropriated for fiscal assistance to the States shall
be apportioned to each State in the ratio which the population of that State
bears to the total population of the United States. The remainder shall be dis-
tributed by the Administrator among the States on the basis of their respective
needs and their achievement of conservation targets set by the Administrator.

(¢) Within sixty days after the date of enactment of this title, the Admin-
jstrator shall issue, and may from time to time amend, regulations with respect
to financial assistance for State energy conservation programs which include
criteria for such programs.

(d) Any amounts which are not expended or committed by a State pursuant
to subsection (b) during the ensuing fiscal year shall be returned by such State
to the United States.

(e) (1) Each recipient of financial assistance under this section shall keep
such records as the Administrator shall prescribe.

(2) The Administrator and the Comptroller General of the United States, or
any of their duly authorized representatives shall have access for the purpose
of audit and examination to any books, documents, papers, and records of such
receipts.

SEc. 207. ENERGY CONSERVATION TARGETS AND OBJECTIVES.—(a) The Admini-
strator shall, on a regular and periodic basis, establish realistic and attainable
energy conservation targets and objectives for State energy conservation pro-
grams. States which meet energy conservation targets and objectives shall be
eligible for an incentive grant as determined by the Administrator from the
funds authorized and appropriated to carry out the purposes of this title.

{b) The Administrator shall furnish the Governors of the respective States
with a monthly report on the implementation of this title, on the energy savings
achieved, and any innovative conservation program undertaken by individual
States.

SEC. 208, NON-PARTICIPATION RY STATE GOVERNMENT.—In the event that one or
more States fail to propose an acceptable State energy conservation program, or
having proposed such a program fails to implement or enforce the program, the
Administer is authorized and directed to develop, implement, and enforce a
Federal program for such State or States.

Sec. 209. ReporTs.—Six months after the date of enactment of this title the
Administrator shall prepare and submit to the Congress a report on—

(a) the operation of this title, the energy conservation savings achieved,-
the degree of State participation and compliance, and any recommendations
for amendments: and

(b) the Administrator’s assessment of the need, if any, and his recom-
mendations for additional economic incentives or economic penalties to in-
sure effective participation and compliance with and by State government
with the provisions and the purposes of this title.

SEc. 210. AUTHORIZATION OF APPROPRIATIONS.——There are hereby authorized to
be appropriated to the Administrator such funds as are necessary for the fiscal
years following the effective date of this title.

S. Rept. 94-26———4
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SEc. 211. ExPIRATION.—The authority under this title to prescribe any rule or
order to take action under this title, or to commit any funds thereunder, shall
expire at midnight, June 30, 1976.

9. Amend the title so as to read “A bill to provide standby au-
thority to assure that the essential energy needs of the United States
are met, to reduce reliance on oil imported from insecure sources at
high prices, to implement United States obligations under interna-
tional agreements to deal with shortage conditions, and to authorize
and direct the implementation of Federal angd State conservation pro-
grams consistent with economic recovery”.

I. SUMMARY

S. 622, “The Standby Energy Authorities Act,” as reported, pro-
vides the authority to deal with situations created by severe energy
shortages and creates the foundation upon which a new national en-
ergy conservation policy can be built. The programs embodied in this
legislation are essential if we are to minimize our dependence on im-
ported energy, protect national security interests and the integrity of
our foreign policy, and promote sensible energy conservation con-
sistent with economic recovery, full employment and stable prices.

a. T'itle I : Standby Authorities

The most important provisions of title I, Standby Authorities, are
as follows:

1. Section 103 authorizes the President, subject to congressional re-
view and right of disapproval, to implement a program for end use
rationing of petroleum and petroleum products.

2. Section 104 authorizes the President, subject to congressional re-
vliew and right of disapproval, to implement energy conservation
plans.

3. Section 105 authorizes the President, after reporting to Congress,
to allocate supplies and materials associated witﬁothe production of
energy to the extent necessary to maintain and increase the production
and transport of fuels.

4. Section 106 authorizes the President to undertake a number of
measures to increase domestic supplies of petroleum.

5. Section 111 authorizes the President to restrict exports of fuels
and energy resources, including petrochemical feedstocks, as well as
material and equipment necessary for domestic energy exploration and
production, under such terms as he deems appropriate, consistent with
existing laws.

6. Section 118 authorizes the President to order such action as may
be necessary for implementing the obligations of the United States
under the international agreement, as defined in this title, with regard
to the international allocation of petroleum.

7. Section 118 authorizes the President to collect such energy infor-
mation as he deems necessary for the purpose of carrying out this title,
including the obligations of the United States under the international
agreement.

8. Section 120 provides that title I shall not be construed as advice
and consent, ratification, endorsement, or other form of congressional
approval of the international agreement or any related agreement.

-
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9. Section 121 sets forth the procedures and conditions governing
voluntary a%'re’ements entered into to accomplish the objectives of the
international agreement with regard to the international allocation of
petroleum.

10. Section 122 extends the Emergency Petroleum Allocation Act of
1973 to June 30, 1976, by amending section 4(g) (1) of that Act.

11. Section 123 prohibits any increase in the price permitted for
“old” oil, and any exemption of crude oil, residual fuel oil, or refined
petroleum product from price control regulations without congres-
sional review and right of disapproval. |

12. Section 124 requires the President to develop and transmit to

Congress, contingency plans for energy rationing and conservation.

Such eontingency plans may not be implemeted, however, without con-
gressional approval, as provided for in sections 103 and 104.

b. Title I11: Energy Conservation Policy

The direction and authority contained in title IT is intended to man-
date the establishment of energy conservation goals, standards and
specific programs to be administered by State government. These pro-
grams are to be initiated promptly and are intended to be in effect
until such time as the Congress enacts specific legislative policies on
each of the subject matters covered by the title. Title IT programs do
not require an oil embargo or finding of impending emergency short-
age conditions to trigger implementation. The most important sec-
tions of title IT are as follows:

1. Section 202 authorizes the promulgation by the President, subject
to Congressional right of review and %isapproval, of specific interim
Federal energy conservation programs pending establishment and im-
plementation of the comprehensive program authorized by the title.

2. Section 203 requires the Administrator of the Federal Energy
Administration to promulgate regulations within three months of
the effective date of the Act setting forth Federal Standards for energy
efficiency and establishing specific programs for energy conservation.
These Federal initiatives shall include : :

§A) lighting efficiency standards for public buildings;

B) therma] performance standards for all new Federal con-
struction and all new homes and buildings financed under any
Federal loan guarantee or mortgage program;

(C) reasonable restrictions on hours for public buildings;

(D) standards to govern decorative or non-essential lighting;

(E) standards and programs to increase industrial efficiency in
the use of energy;

x (ﬁ;) programs to insure better enforcement of the 55 mph speed
imit; g

(G) programs to maximize use of carpools and public trans-
portation systems;

(H) standards for reasonable controls and restrictions on dis-
cretionary transportation activities upon which the basic economic
vitality of the country does not depend;

(T) energy efficiency standards to govern Federal procurement

policy;
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(J) low interest loans and loan guarantee programs to improve
the thermal efficiency of individual residences by installation of
insulation, storm windows, or other improvements; and

(K) public education programs to encourage voluntary energy
conservation.

The Federal Energy Administration has estimated that the energy
equivalent of over 800,000 barrels per day of crude oil could be saved
within a year through a purely voluntary program incorporating
many of the provisions in¢luded in Section 203. Mandatory adoption
of these measures will increase energy savings. The Committee in-
tends that States will select from among these conservation measures
those which fit best their own local economie, geographic and clima-
tological conditions for incorporation in the State Energy Conserva-

tion Programs mandated by Section 204, The Committee believes

that a national energy conservation effort guided by Federal standards,
mandated by Federal authority but administered by States and tail-
ored to local circumstances will result in significant energy savings
without precipitating the further deterioration in the nation’s economy
which would result if the Administration’s program of energy tariff,
tax and pricing policies were enacted.

3. Sections 204, 205, and 206 authorize the setting of Federal guide-
lines for State Energy Programs to be submitted to the Administrator
of the Federal Energy Administration by the Governors of each State.
If a State program is approved, the authority to implement it is dele-
gated to the State by the Federal Government, and the program is
supported through a grant of Federal funds.

4. Scetion 207 requires the Administrator of the Federal Energy
Administration to establish realistic energy conservation targets and
objectives for State programs and to establish an incentive program
for added Federal funding.

5. Section 208 provides that, should any State fail to submit an ac-
ceptable State Energy Conservation Program, the Administrator shall
develcp, implement and enforce a Federal energy conservation pro-
gram in that State.

¢. Administration Bill: Title XII1, the Standby Energy Authorities
Act of 1975
There is substantial similarity between title T of S. 622 as reported
by the Committee and title XIIT of S. 594, which is pait of the pro-
gram propesed by President Ford on January 15. For example, each
bill provides standby authority to:
Increase available domestic petroleum supplies; F
Institute rationing of petroleum products;
Promulgate energy conservation plans;
Allocate scarce materials which are essential to the maintenance
of production; refining and transportatien of energy supplies;
Restrict exports of energy supplies and materials related to the
production, refining and transportation of energy ;
Provide grants to States to assist in the operation of State or
local energy conservation programs.
_In addition each bill grants to the President the authority to par-
ticipate in the international allocation of petroleum supplies and to
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exchange information in fulfillment of the obligations of the United
States under the international energy agreement signed in Novem-
ber of 1974.

Principal differences between title I of S. 622 and the Administra-
tion bill are:

S. 622 provides for congressional review and right of disap-
proval of rationing or conservation plans;

S. 622 does not grant the President control over privately held
stocks of fuel ;

S. 622 does not constitute advise and consent, ratification, en-
dorsement or other form of congressional approval of the execu-
tive agreement, or any subsequent amendment thereto, regarding
international cooperation in energy policy ;

S. 622 extends the Emergency Petroleum Allocation Act of 1973
until June 30, 1976 and amends that act to require congressional
review with right of disapproval for any alteration in price con-
trol re%ulations which apply to crude oil or refined petroleum

cts.

produ
II. PURPOSE

a. Title I ; Standby Authorities

The purpose of title I of 8. 622, “The Standby Energy Authorities
Act, is to authorize the President during periods ef acute energy
shortages to take specific actions to conserve scarce fuels, alleviate fuel
shortages and increase domestic energy supplies. The title provides for
energy conservation, rationing and contingency plans to be developed
to reduce nonessential energy consumption and assure the continuation
of vital services in the face of severe fuel shortages. The President is
empowered to develop specific conservation measures which are de-
signed to deal with the shortage conditions presented. Implementa-
tion may be accomplished directly or by delegation to State govern-
ments. Grants and assistance are provided to the States for the pur-
pose of implementing the provisions of this title.

Title I prevides for the allocation of materials in short supply which
are essential to energy production and authorizes Presidential actions
to supplement domestic oil supplies by inereasing production for
limited periods of time from existing fields. Authority is granted for
international allocation of fuels and exchange of energy information
with foreign governments to implement certain obligations incurred by
the United States under the international energy agreement. Title I
also extends the expiration date of the Emergency Petroleum Alloca-
tion Act of 1978, as amended, until June 30, 1976. This title also
prohibits any increase in the price permitted for “old” oil, and any
exemption of crude oil, residual fuel oil, or refined petroleum product
from price control regulations without congressional review and right
of disapproval.

Recognizing that this title grants broad authorities to the executive
branch, the bﬁl as reported by the Committee requires that a finding
that acute energy shortages exist or are impending or that the exercise
of authorities provided for in the title are required to fulfill obligations
of the United States under the international energy agreement must
be made by the President before certain powers may be invoked under
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this title. In addition, Congress has a right to review and to disapprove
the implementation of rationing and energy conservation plans under
sections 103 and 104.

b. T'itle 11 : Energy Conservation Policy

The purpose of title IT of S. 622 is to insure the implementation of
necessary energy conservation programs, consistent with economic
recovery, even though conditions do not warrant the exercise of the
standby authorities granted by title I. Title II therefore authorizes
the President to establish an interim energy conservation plan, directs
the Administrator of the Federal Energy Administration to establish
national energy conservation standards, and provides for the develop-
ment and implementation of approved State Energy Conservation
Programs with Federal assistance.

If any State fails to submit a State Energy Conservation Program
which is consistent with the Federal guidelines and standards for such
programs, the Administrator is authorized and directed to develop
and implement an energy conservation program for that State.

The programs provided for by title IT will conserve energy without
precipitating the further deterioration in the nation’s economy which
would result if the Administration’s program of energy tariff, tax and
pricing policies were adopted. The President’s proposals, if enacted,
would insure continued double digit inflation by adding 3% to the
cost of all goods and services. At the same time, his proposals would
accelerate the downward spiral of the economy toward depression by
reducing consumer purchaser power $20 to $30 billion annually.

The State Energy Conservation Programs provided for in title II,
tailored to local economie, geographic and climatological conditions,
will assure that necessary energy conservation will proceed without
jeopardizing the nation’s priority goal: a full employment economy
with price stability. The setting of realistic and attainable conservation
goals which are consistent with economic recovery and the implemen-
tation of orderly programs to achieve these goals will help realize the
enormous potential for energy conservation in the United States which
exists. The Federal Energy Administration’s Comprehensive Energy
Plan, which was submitted in response to the congressional mandate of
section 22 of the Federal Energy Admiinstration Act of 1974, estimated
that U.S. energy consumption could be reduced by the equivalent of
over 800 thousand barrels of crude oil per day within a year if several
of the conservation measures specified and authorized in title IT were
adopted on a voluntary basis. By mandating many of these measures
through specific programs to mobilize the efforts of the American
people, these estimated energy savings can be attained and even

exceeded.
ITI. NEEDS

The United States is at this time dependent upon petroleum imports
for 38 percent of its petroleum needs and for 17 percent of its total
energy requirements. As was demonstrated by the 1973-1974 embargo
of petroleum exports to the United States by the Arab oil producing
nations, the interruption of any significant percentage of these im-
ports can create severe social and economic hardship for the country.

It is, essential therefore, that dependence upon petroleum imports
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be reduced in a manner that will not create further economic disloca-
tion or more unemployment and that the capability for national en-
ergy self-sufficiency be attained at the earliest practicable date. In this
regard, there is a particularly urgent requirement for the passage of
legislation which would facilitate the reduction of the nation’s petro-
leum consumption through energy conservation, and which would
expedite the practical application of current and future technology for
the employment of alternate sources of energy.

The magnitude of our growing national demand for energy, how-
ever, is such that the United States is unlikely to attain the capability
for energy self-sufficiency within the next decade. Until that goal is
achieved, we, as a nation, remain vulnerable to what has become known
as the “oil weapon.” We must acknowledge that there exists the ever-
present danger that one or more oil producing nations _mlght deny us
petroleum imports in the attempt to cause an alteration in U.S. foreign
or economic policy.

To enhance our capability to withstand the pressures of petroleum
import curtailment and to minimize the adverse social and economic
impact of such action, the Federal Government must be able to act
positively to reduce petroleum consumption to levels consistent with
available supplies. Government must be able to maximize domestic
petroleum production and the use of alternate domestically available
fuels and must be able to equitably distribute available fuel. )

At this time, there is no statutory authority for the implementation
in peace time of contingency plans that would attain those ends. Title
I of S. 622 provides that statutory authority.

Title IT mandates a national conservation effort which will result
in significant energy savings through the cooperative efforts of indi-
vidual citizens, business and industry, State and local governments,
and the Federal Government. These savings are attainable without
excessive increases in the price of energy which would severely threaten -
the prospects for economic recovery while fueling inflation. The sav-
ings would be achieved by focusing attention on specific measures to
improve the utilization of energy. These measures would be based on
Federal standards applied in a manner consistent with the potential
for energy conservation resulting from local circumstances. Focusing
attention on energy efficiency would be accomplished by orderly con-
servation programs rather than through steep price increases which
impact regressively on consumers. ] f

The Federal Energy Administration has estimated the potential for
energy savings from measures similar to those authorized by title IT
for several time horizons. The potential for near-term energy conserva-
tion (which could be achieved within a year from a purely voluntary
program) was estimated in the FEA Comprehensive Energy Plan
prepared as required by the Federal Energy Administration Act of
1974. The Project Independence Blueprint released by the FEA in
November 1974, examined the potential for energy conservation over
longer time periods. In table I the results of the Comprehensive Energy
Plan and the Project Independence Blueprint estimates are summar-
ized. The Project Independence Blueprint figures correspond to the
$7 per barrel o1l price scenario. $

The Comprehensive Energy Plan shows a savings potential of
810,000 barrels per day within a year from measures similar to those
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authorized by title I1. The Project Independence Blueprint totals for
similar measures are 1 million barrels per day by 1977, 1.45 million
barrels per day by 1980 and 2.45 million barrels per day by 1985. It
should be noted that, while the censervation measures and detailed
assumptions associated with these sets of estimates are not totally
comparable and conservation savings estimates may not be entirely
additive, the results of these FEA studies do give a rough estimate of
the potential for energy savings throufh orderly implementation of
energy conservation programs. It should also be noted that the esti-
mates quoted here apply only to a portion of the energy conservation
measures eontemplated in title II. Moreover, passage of S. 622 in no
sense preeludes the enactment of additional legislation which addresses
further opportunities for energy conservation in these and other sec-
tors of the economy or over other time periods.

TABLE I.—ENERGY SAVINGS

[Energy equivalent in thousand barrels of crude oil per day|

Time period

Sector 19751 1977 2 19802 1985 ¢

.Il_ndustry..é ............... ;..H.._.ai ...... : ..-.;t;..ﬁ ..... 175 120 300 600
sansportation (carpdols, increased use of mass transit, enforce-

memf speeé L IS i g Syl 290 510 550 790

Buildings:

Retrofit of existing homes______ A A el dos L 140 220 370

Mandatory efficiency shldagdﬂqr new buildings . ....._.. FEC TR 140 260 510

Mandatory lighting standards. . aeao 90 120 180

Sublolaln ... Mt . e o T 345 370 600 1,060

FOU o o) SR e oRas T r s anie i s 810 1, 000 1,450 2,450

1 FEA Comprehensive Energy Plan. § y
3 FEA Project Independence Blueprint ($7 per barrel oil scenario).

IV. MAJOR PROVISIONS

Stanpey Exp Use RatioNing AND ExErey CONSERVATION

The most important provisions of title I are the grant of standby
authority to the President to develop and implement regulations for
mandating the conservation of energy and for the rationing of fuels
in the event of existing or impending energy shortage conditions
which threaten the domestic economy. Significant increases in the
supply of domestically produced fuels and energy can not be rapidly
affected in times of reduced imports or other unanticipated energy
shortages. Consequently, energy demand restraint and the distribu-
tion of available fuels in an equitable manner are essential elements
in any national program to minimize the adverse social and economic
impact that would arise from acute energy shortages.

MEeasures To INcrease AvarnapiLity oF Fuern SuppLies
Title I provides authority to the President to allocate material

and equipment which is in short supply and which is essential to
domestic energy production to insure that such production is max-

-
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imized within thie limitation imposed by total material availability.
To further maximize domestic energy sources this title authorizes the
President to: (1) require the production of designated oil and gas
wells at their maximum practicable rates of production for 90 day
periods where it may be accomplished without excessive risk to the
reservoir; (2) require the unitization of oil and gas production on
the Federal lands; (8) require the adjustment of refinery operations
to insure the production 0% refined petroleum products in proportions
commensurate with national needs.

Exerey ConservaTioN Poriey

The most important provisions of title IT authorize the President
to establish an interim energy conservation plan, direct the Adminis-
trator of the Federal Energy Administration to establish national
energy conservation standards, and provide for the development and
implementation of approved State Energy Conservation Programs
with Federal technical and financial assistance. In the absence of such
State programs Federal energy conservation standards would apply to
the States. Title 11 also directs the Administrator to establish realistic
and attainable targets for State Energy Censervation Programs and
to report to Congress, within six months, on the energy conservation
savings achieved, the degree of State compliance, and the need for
additional economic incentives or penalties, including recommenda-
tions, to insure effective State participation and compliance with the
provisiens of title II.

V. COMMITTEE RECOMMENDATION

The Committee on Interior and Insular Affairs, recommends that
S. 622, as amended, be approved by the Senate and enacted.

VI. LEGISLATIVE HISTORY

a. Background: S, 2689

8. 2589 was introduced by Senator Jackson et ol on October 18,
1978, as a measure to prepare the Nation to deal with impending fuel
shortages. The Senate began eonsideration of S. 2589 on November 14,
1978. Debate and consideration was continued on November 15 and
16 and the bill was passed by rollcall vote (78-8) on November 19,
1973. On December 14, 1973 the House passed a companion bill,
H.R. 11882,

A House-Senate committes of eonference met December 17, 18, 19
and 21. The Conference Report was taken up in the Senate on Decem-
ber 21, 1973, but adoption of the Conference report was delayed by
extended debate on the provisions of the bill.

The first session of the 98d Congress adjourned on December 22
without acting on S. 2589, although the substance of the bill was passed
by the Senate as a floor amendment to a House-passed bill prior to
adjournment.

- The Sennte resumsd consideration of the Conference Report on
January 24, 1974. On January 29, by a vote of 57-37, the Senate
recommitted the Conference Report to the Conference Committee.

S. Rept. 26 94-1—56
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Conferees met on February 4, 5 and 6, 1974 and on February 6 agreed
to file a modified conference report. The significant modification in
this second Conference Report was the replacement of the provision to
prohibit windfall profits with one which required a “rollback” in
domestic crude oil prices. The modified conference report was filed in
the Senate February 6, 1974, and considered February 17 and 18,1974
and adopted on February 19, 1974 by a vote of 67-32. On February 27,
1974 it was adopted by the House by a vote of 258-151 and sent to the
President. On March 6, 1974 the bill was vetoed by the President.
The veto message cited objections to provisions of the bill which
provided for reducing erude oil prices, providing federal aid to those
unemployed by the energy crisis, and the granting of loans to home-
owners and small businesses for energy conservation purposes. The
Senate failed to override the veto, by a vote of 58—40 on March 6, 1974.

b. Negotiations with Administration

Following President Nixon’s veto on March 6 of S. 2589, the Energy
Emergency Act, and the Senate’s failure to override the veto, a series
of discussions and negotiations on the substance of the bill were under-
taken with the White House and Administration representatives at the
. request of Representative Staggers, Senator Jackson and Senator Fan-
nin represented the Committee at these negotiations.

These discussions continued for approximately two weeks and led to
agreement on the substance of an emergency authorities bill, with the
following exceptions: (1) unemployment benefits, (2) repeal of the
stripper well exemption from price control authority, (3) petroleum
price controls, (4) protection of franchised dealers and distributors,
and (5) delegation of authority to the President rather than the Ad-
ministrator of FEO.

The discyssions were terminated when it became apparent that
fundamental policy differences on these five issues would make full
agreement impossible, ‘

S. 3267

On March 28, 1974, Senator Jackson and Representative Staggers
introduced companion bills (S. 3267 and H.R. 13834) which incor-
porated the changes discussed in negotiations with the Administration
as well as the provisions on the subjects still in disagreement.

As introduced, S. 3267 contained a number of authorizations sim-
ilar to those which the President had requested in other Administra-
tion bills. These included authorization for rationing, conservation
plans and funding for grants to States; energy data and information
authority ; special unemployment assistance programs; authorization
for conversion from' oil and gas to coal by power plants and heavy
industrial users; and amendments to the Clean Air Act.

Hearings were held on April 4, 1974 at which time testimony was
received from Mr. William N. Walker, General Counsel, Federal
Energy Office and Mr. Charles Owens, Deputy Assistant Administra-
tion for Policy, Planning and Regulation, Federal Energy Office.
In addition, a statement of Mr. William E. Simon, Administrator,
Federal Energy Office, was accepted for incorporation in the hearing
record. Other statements for the record were received.
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A mark-up session of the Committee was held on April 10, 1974 and
at the conclusion thereof S. 3267 was ordered reported with an amend-
ment in the nature of a substitute.

The bill was reported on AFril 19, 1974 and debated briefly on
May 8 and May 13, 1974, and thereafter remained on the Senate
calendar. On December 5, 1974 Senator Jackson together with Sen-
ators Mansfield, Robert C. Byrd, Mugnuson, Randolph, Stevenson,
Haskell, Pastore, Nelson, and Ribicoff introduced Amendment 2006,
an Amendment in the nature of a substitute to S. 3267. Amendment
2006 differed principally from S. 3267 in that: (a) provisions of
S. 8267 superseded by virtue of prior Senate passage were deleted, (b)
a provision for the creation of a National Energy Reserves System
was incorporated, (c) A Title was incorporated addressing the Re-
duction of Oil Imports, and (d) the U.S. obligations under the Interna-
tional Energy Agreement were acknowledged.

On December 5, 1974 Senator Jackson wrote to President Ford,
transmitting a copy of Amendment 2006. In that letter he sought
Administration support for the amendment and noted :

I fully recognize that the Administration and the Con-
gress have different views on many specific energy policy
issues. There is, however, broad consensus on goals and essen-
tial major programs which are necessary to the maintenance
of our national security and to the vitality of our economic
system. I have endeavored to include in this amendment only
those provisions on which I believe there is agreement be-
tween Congress and the Administration. I have specifically
excluded subject matter areas where I am aware that there
are significant policy differences. I am prepared, in the in-
terest of passing needed and agreed upon legislation, to op-
pose controversial amendments.

Subsequently, Senate Staff and Administration representatives
jointly reviewed the Amendment at length and in detail. In the course
of these discussions a majority of the existing policy differences were
resolved and incorporated in an Interior Committee Print of Decem-
ber 13, 1974. However, arrival at a final consensus was not possible due
to Administration insistence upon incorporation of a provision in
S. 3267 for the decontrol of the price of interstate natural gas. Thus,
enactment of the bill prior to adjournment of the 93d Congress was
effectively precluded.

8. 622 and title X111 of S. 59

S. 622 was introduced by Senator Jackson ez al, in the Senate on Feb-
ruary 7, 1975 and referred to the Committee on Interior and Insular
Affairs. On February 5, 1975, S. 594, the Administration’s Energy
Independence Act of 1975, was introduced and also referred to the
Committee on Interior and Insular Affairs. Both S. 622 and Title XTII
of 8. 594. The Standby Energy Authorities Act of 1975, drew exten-
sively from the Senate Staff and Administration agreements refleeted
in the December 13, 1974 Committee Print referred to above.

Hearings on S. 622 and Title XIII of S. 594 were held on Febru-
ary 13, 1975 at which time testimony was received from Mr. Frank
G. Zarb, Administrator, Federal Energy Administration, the Honor-
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able Thomas E. Enders, Assistant Secretary of State for Ecopomic

and Bubiness Affairs, the Honorable Jack W. Carlson, Assistant Sec-

retary of the Interior for Energy and Minerals, and the Honorable

i e}fck_ F. Bennett, Under Secretary of the Treasury for Monetary
airs.

Committee amendments

Executive markup sessions of the Committee were held on Febru-
ary 19, 21, 24, 25, and 28, 1975 and at the conclusion thereof the bill was
ordered reported with an amendment in the nature of a substitute.

The amendment in the nature of the substitute in general is similar
to Title XTI of the Administration’s proposal. The major areas of
difference are that S. 622 provides for congressional review and right
of disapproval before rationing or conservation plans may be imposed ;
incorporates by reference the standards and safeguards contained in
the Emergency Petroleum Allocation Act; provides for a larger role
for State government; limits the President’s authority to decontrol or
raise “old” oil prices; and provides an energy conservation policy
which is an alternative to massive price increases to reduce demand.

VII. SECTION-BY-SECTION ANALYSIS
Trrie I—STANDBY A UTHORITIES

Section 101. Findings and purposes
This section sets forth congressional findings relating to energy
shortages and disruptions in energy supply, and the need to mini-
mize the economic and other adverse impacts of these dislocations.
The purpose of the title is threefold : first, to grant specific temporary
standby authority to impose energy rationing and conservation meas-
ures, subject to congressional review and right of disapproval; second,
to require development of contihgency plans for implementation of
such authorities; and, third, to authorize further temporary actions to
increase supplies of available fuels as needed, consistent with other
national goals. Y
The committee intends that measures taken under this title will
be equitably imposed, and that the thrust of any energy rationing
or conservation plan will be to assure the adequate maintenance of
vital services. It is the committee’s understanding that such services
would include, but not be limited to, agricultural production, hospital
and health services, public services such as police, fire protection and
the collection, transportation, and delivery of mail by the U.S. Postal
Service, its lessors, contractors and carriers. A
In recognition of the broad and sweeping powers granted by this
title the Committee included in subsection 101(c) a requirement that
a Presidential finding that an acute energy shortage exists, or that the
exercise of authorities provided for in this title are reqnired to fulfill
obligations of the United States under an international agreement to
which it is a party, must be made and transmitted to the Congress
before certain sections of the Act may be implemented.

Section 102. Definitions

This section defines terms used in the Act, including “petroleum,”
“international agreement,” the Administrator of the Federal Energy
Administration (FEA), “handicapped person” and “eligible person.”
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Section 103. End use ratiowing

This section authorizes the President to ptromulgate a regulation
which shall provide for the establishment of a program for end use
rationing of petroleum and petroleum products, and to promulgate
a rule establishing priorities among classes of end users of such prod-
ucts, This section requires that any such plan must contain provisions
for appeals and adjustments, and prohibitg.inclusion of taxes, tax de-
duction or user fees. Recognizing that implementation of a rationin
program would be an emergency measure, the committee has provide
that Congress share the burden of deciding on implementation with
the Executive Branch. Implementation of any such plan can becomie
effective only as a last resort in reducing energy demand, and is sub-
ject: to eongressional review and right of appreval or- disapproval.
Howexer, anticipating the urgency of such a move, the committee has
limited the allowable period for congressional review to 10 days. On
Jannary 16, 1974, the Federal Energy Office did promulgate a pro-
posed regulation for a rationing program, and ordered that.rationing
tickets be printed. It is the committee’s intent that a contingency plan
for rationing be developed, and that the printed tickets be retained
for use, so that the Federal Energy Administration will be prepared
to implement rgtioning rapidly should that be necessary. 17

The members of the Committee reepgnize that' plans jmplemented
pursuant to this title should give consideratjon to the pergonal trans-
portation needs of American miljtary personnel re-assigned to other
duty stations -and of those persons who are required to relocate for
health or employment purpeses. :

The Pfesigeﬁt is alse directed to give priorvity consideration to the
needs of handicappéd and other eligi%l;].é persons In prefnlgating regu-
Iations pursuztht'ts this seetiotr: L
Secétion 104. Engrgy conservaiion plans

Thig section authorizes the President ta promulgate engrgy .eon-
servation plans which, subject; to-congressianal zeview -and meht of
disapproval, may be implemented to reduce energy consumption to
levels which, can be supplied by available energy resources.

Sectign 104(b) details the procedure for congressional review of
energy consdrvation plans; this'proéedure is to be applied as well for
the review of rationing plans authorized under Section 103. Again,
recognizing the need for expeditious adtion; the Committes has limited
the allowable time for congressional review to 10 days.

Section 104(d) requires that any propoted exergy conservation or
rationing plan submitthd to Congless be accompanied by findings of
fact on awhich the action is based, the rationale for the proposal, and
an evaluation of the potential economic impact of the proposal.

The cengressional review and right of disapproval procedure estab-
lished by this se¢tion provides for an expedited procedure which in-
sures thas a resolution to disappreve a proposed plan ean, within 10
days, be brought to the floor of each House and subsnitted to a vote of
the membership. ;

The committes considers this section to be the crux of this title,
since it provides the standby authority needed to efiforce energy con-
servation practices which can obviate or minirize drastic shertages
dnd thus prevent théir adverse imrpacts. In the face of predietéd
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chronic energy shortages, potential re-imposition of an Arab embargo,
and declining domestic production, such standby authority is essential
to the continued smooth working of our economy. The ability to mini-
mize our dependence on energy by eliminating.unnecessary consump-
tion is the first step to attaining energy self-siifficiency.

This section also provides that priority consideration shall be given
to handicapged and other eligible persons in regulations promulgated
by the President pursuant to this section.

Section 105, Materials allocation

_Section 105 authorizes the President to allocate supplies of mate-
rials and equipment associated with the production of energy sup-
plies to the extent necessary to maintain and increase the production
and transport of fuels. The President is required to submit to the
Congress within 60 days after enactment, a report on the manner
in which such allocation is to be administered. This provision was in-
cluded in the title in an attempt to remedy critical shortages and mis-
allocations of pipe, pumps, drilling rigs and roofbolts, which are
currently plaguing energy producers.

The committee received the following testimony at a hearing on
February 27, 1974, from the Deputy Director of FEO:

Mr. Sawniit. Well, T think that we have impediments to
our domestic production. We have impediments because of
the lack of tubular steel that we talked about before. We
have impediments because of the lack of drilling rigs in this
country. In other words, no matter what the price is, there
are only so many wells we can drill, because there are only
so many rigs available and so much tubular steel available.

It is not the intent of the committee that this power be used generally
or indiscriminately to abrogate contractual agreements. The authority
granted may not be exercised unless the President finds that supplies
of material and equipment are scarce, critical and essential to energy
exploration and production, and that the maintenance or furtherance
of such exploration and production cannot reasonably be accomplished
without exercising the authority granted.

Section 106. Federal actions to increase available domestic petroleum
supplies

This section authorizes the President to undertake a number of
measures to increase domestic supplies of petroleum.

Subsection 106(a) authorizes the President to require on a manda-
tory basis that existing domestic oil fields produce at their maximum
efficient rate. Maximum efficient rate (MER) is a level of production
fixed by State agency regulation, at which level it is estimated that
production can be sustained without detriment to ultimate recovery
of the resource. Any designation of fields to be produced above MER
may be made only after consultation with the appropriate State agen-
cies which traditionally set MER.

Subsection 106(a) further authorizes the President to require cer-
tain designated oilfields to produce in excess of their maximum efficient
rate. Fields designated for production above MER shall be limited to
those in which production in excess of their currently assigned maxi-
mum efficient rate would not result in excessive risk of losses of
recovery.
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According to the National Petroleum Council there are at least five
large Texas fields on private lands, and certain oilfields on public
lands in which production over MER could be sustained for periods
of 90 to 180 days without damage to ultimate recovery. If production
above MER were authorized on both Federal and State lands, such

roduction could result in additional supplies of 292,000 barrels per
gay (b/d) deliverable to refineries within 90 days and 331,000 b/d
within 180 days.

The committee recognizes that, should the President exercise the
authority provided in section 106(a), a “taking of property” conceiv-
ably could result. If such action in fact constituted a constitutional
“taking” of private property the injured party or parties would of
course be entitled to just compensation as provided for in the U.S.
Constitution.

Section 106(a) (2) authorizes the President to require the unitiza-
;ior:1 of production on any oil and gas producing properties on Federal

ands.

Section 106(a) (3) authorizes the President to require adjustment
of the product mix in domestic refinery operations, in accordance
with national needs and priorities. Although refineries differ in the
degree of their individual mechanical flexibility to alter refinery bal-
ances, téstimony received by the committee indicates that there is
considerable opportunity to increase production of needed residual
fuel oil, distillates or gasoline at the expense of other products. In
the past 2 years there has been considerable evidence, for example,
that refinery balances have been adjusted according to “profitability”
rather than “national needs,” resulting in heating oil shortages when
gasoline prices were high.

In order to assure that this section is not construed to authorize
production of the Naval Petroleum Reserves in contravention of the
provisions of Chapter 641 of Title 10, U.S. Code, Subsection 106(b)
explicitly states the committee intention to that effect. The decision
to increase or begin production on the naval reserves is the proper
jurisdiction of the Armed Services Committees of Congress, and
measures dealing with this question are now before the Senate and
the House Armed Services Committees.

Section 107. Other amendments to the Emergency Petroleum Alloca-
tion Act
A. AMENDMENTS ADOPTED

This section amends the Emergency Petroleum Allocation in four
ways:.
ubsection 107(a) requires that any allocations made under the
title must be adjusted to take into account other factors besides the
historical supply period now used as the allocation base. The addi-
tional factors to be considered include population growth and climatic
changes. This amendment was included to prevent unusually severe
shortages in areas such as Nevada and Florida, which have experienced
unusually rapid population growth since the base period.

Subsection 107(b) provides for priority fuel allocations to be made
to those engaged in the exploration, production and transportation of
fuels and other minerals.

Subsection 107(c) deals with the application of price controls to oil
owned and produced by State government and their subdivisions.
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Subparagraph (A) of this amendment to the Emergency Petroleum
Allocation Act of 1973 allows state (and local) governments, so long
as a “two-tier” price system is maintained for crude oil, to receive the
upper tier price (presently the “new o0il” price) for their interests in
production from state (or local government) lands.

Ownership for the purposes of this amendment shall be as of the
beginning of 1975, to preclude benefits from transfer or assignment
of interests in production solely to take advantage of this provision.

Subparagraph {B) makes'it clear that the amendment’s effect is not
to allow a lessee or operator on state lands to receive the upper tier
price on his interest in produetion, unless that production is otherwise
eligible (as new oil or stripper well oil, for example).

The volume of oil which would not otherwise be eligible for the
upper tier price is limited by subparagraph (C) to 20,000 barrels per
day in any one state. ’

‘Where more than one level of government in a state has production
eligible for a higher price under this amendment, and total of state
and local government royalty oil exceeds 20,000 barrels per day, sub-
paragraph (D) requires the regulation to provide that the production
eligible for price treatment under this amendment be allocated in pro-
portion to the total production interests of the different governmental
entities.

In the most common arrangement, the private operator of a state
lease contracts to pay the state onewighth of the production, either
in kind or in a cash payment calculated at the wellhead price. Under
the present amendment, a state would be permitted to sell any royalty
oil it teok in kind at the new oil price, regardless of the price applicabie
to the remainder of production from the lease.

If the state took its royalty in the form of a cash payment, that
payment would be equal to its royalty percentagé on tr}:e production
from the lease, times the new oil price. The ‘operator would be per-
mitted to recover in his sales the full amount of the increased royalty
paid to the state, but no more. In practice, the price regulation would
provide that the price received by the operator for production from
the lease would be a weighted average price reflecting the operator’s
share at the old oil price and the state’s share at the new oil price.

For example, on a lease producing 1000 barrels per day of old
oil, an old o1l price of $5.25 and a new oil price of $11.00, the price
received by the operator (assuming a one-eighth State royalty) would
be calculated as follows:

Sihte shate 198 Dbt L. L e $1, 375. 00
Operator’s share 875 bhl/d X §5.256 e g 4, 593.75
Total 5,968. 75

The price per barrel for production from the lease is a weighted
average of the state’s price and the operator’s price : $5.97.

Some states (or local governments) are paid for production from
their lands in other arrangements than a straight royalty share of
production, for example by a net profits share of production. Where
sueh a contract permits the state to take its payment in kind, the state
could simply sell its share (to the operator or otherwise), at the ap-
plicable new oil price. If the state’s income from a profit-sharing con-

-
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tract is reckoned in cash, the regulation required by the amendment
would provide that the payment to the state shall reflect the new oil
price in proportion to the state’s share of the total revenue from the
lease. Here, too, the operator would be permitted to pass on in his
price the additional payment to the state (and only that additional
payment). X A

Wherever state or local government operates its own production
from its own land (i.e., has a 100 percént participation in produc-
tion), the total volume of crude oil produced is eligible for treatment
under this provision. y . .

An analysis by the Congressional Research Service of the Library of
Congress utilizing preliminary estimates based on information on
hand at present placed the total State revenue resulting from this sec-
tion at $171,300,000. e

Committee staff has estimated that the effect of the provisions of the
section would be to increase revenues to the states by approximately
$236,000,000 per year. |

Subsection 107(d) amends section 3 of the Emergency Petroleum
Allocation Act of 1973, as amended, to include definitions of “handi-
capped person” and “eligible person”.

B. AMENDMENTS CONSIDERED

The Committee considered other amendments to the Emergency
Petroleum Allocation Act of 1973, but concluded that their adoption
was not necessary because the purpose and intent of the Allocation Act
already encompassed the subject matter of the proposed amendments.
The Committee directs that FEA take appropriate action to carry out
the purpose and intent of the Act and these amendments.

The first amendment, proposed by Senator Glenn, would have
amended section 4(b) (2) of the Emergency Petroleum Allodation Act
by adding a new subsection (C) as follows:

; and (C) the maintenance of customary differentials in
rice relative to each class of purchaser specifically including
gut not limited to nonbranded independent marketers,
branded independent marketers and other classes of pur-
chasers engaged in the marketing or distributing of refined
petroleum products.

The intent of Congress as expressed in the Emergency Petroleum
Allocation Act of 1973 was to assure the equitable distribution of
petroleumn products at equitable prices to all régions of the country
and to all sectors of the petroleum imdustry. In implementing the
Allocation Act, the FEA has issued detailed regulations establishing
price and allocation rules governing the sale of petroleum products.
With regard to price, the regulations require refiners ta charge prices
complying with the requirements of section 4 (b) (2). These legislative
standards-provide for allowance of a dollar for dolldr passthrough of
suppliers’ mncreases in cost and the establishment of a uniform base
date for computing all prices. This pricing section does not include,
however, the requirement that each class of purchaser is charged a
price reflecting the maintenance of customary price differentials with-
in the industry. FEA has attenipted to correct this deficiency through

8. Rept. 26, 94-1—6
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the issuance of regulations providing for the maintenance of relative

rice differentials among classes of purchaser. The problem is that
during the administration of the allocation program by FEA lax
enforcement of these Fricing regulations by the Agency has resulted
is a serious erosion of customary price differentials particularly for
the non-branded independent marketers and branded independent
marketers. Senator Glenn’s amendment would establish a clear respon-
sibility of the FEA to maintain the pricing structure as it existed as
of the base date—May 15, 1973. Each class of purchaser would be
charged a price that reflected the differential he had customarily
received from his supplier. The Committee directs that the intent
expressed by the Conference Committee when it stated that “it does
no good to require the allocation of products if sellers are then per-
mitted to demand unfair and unrealistic prices” be adhered to by
the FEA.

. The Committee concludes that FEA has a responsibility to enforce
its existing regulation on this 'subject and directs that appropriate
enforcement actions be taken to fully carry out the purposes of the
Emergency Petroleum Allocation Act of 1973.

A second amendment the Committee considered was proposed by
Senator Chureh and related to the priority accorded to the manufac-
turers of pharmaceutical and drugs under the Emergency Petroleum
Allocation Act of 1973 and the programs authorized by this Act. The
Committee accorded “public health, safety and welfare” the highest
priority in subsection 4(b)(1)(A) when the Allocation Act was
adopted in November of 1973. The phrase “public health” was intended
to clearly include the manufacture of essential drugs and pharmaceu-
ticals necessary to the maintenance of public health and well being.
The Committee was therefore surprised to learn that pharmaceutical
manufacturers have received only a second priority allocation level for
the petroleum products used in the pharmaceuticals they make. This
means that in times of cutbacks in the availability of petroleum prod-
ucts, shortages of pharmaceuticals could occur in hospitals, nursing
homes, doctors’ offices, health care centers, and pharmacies. This is a
situation that the Congress does not intend and which cannot be
allowed to happen.

. The Committee therefore directs the Federal Energy Administra-
tion to review its regulations that deal with the prioritv to be accorded
public health under the Allocation Act and make whatever adjust-
ments are necessary to carry out the purposes of this Act and the
Allocation Act to insnre that the American people are not devrived of
pharmaceuticals needed for the nrevention, treatment and cure of
illress during any period of curtailment of energy sunplies.

The Committee directs that FEA report back within 60 days on
actions taken to conform FEA regulations on both of these matters.

Section 108. Prohibitions on unreasonable actions

Section 108 provides that actions taken under this legislation, the
Emergency Petrolenm Allocation Act of 1973, or other Federal law
resnlting in allocation or restriction on the nse of petroleum products
and electrical energy must be equitable and must not discriminate
unreasonahlv among users.

This section also provides that, to the maximum extent practicable,
restrictions on the use of energy shall be designed to be carried out
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in such manner so as to be fair and to create a reasonable distribution
of the burden on all sectors of the economy, without imposing an
unreasonably disproportionate share on any specific industry, busi-
ness, or commercial enterprise.

This title confers broad authority and wide discretion upon the
Government to order actions with potentially enormous social and
economic impact. In the long run, the programs envisioned by the
title will be publicly acceptable only to the extent that the programs
are designed and carried out in a way that is fair and creates a reason-
able distribution of burdens. Hence, the committee fully expects that
rationing and conservation programs will be designed and imple-
mented after proper deliberation in a manner that is neither arbitrary
nor capricious nor unreasonable.

It is to be expected, however, and the committee recognizes; that
certain conservation measures may atfect various sectors of the econ-
omy in different ways. These factors should be taken into account
in developing programs pursuant to this title and inconveniences
must be weighed against the fuel savings to be gained.

Section 109. Regulated carriers

Section 109 directs the Civil Aeronautics Board, the Federal Mari-
time Commission and the Interstate Commerce Commission to report
to the appropriate committees of Congress, within 90 days of the én-
actment of title I, on the need for additional regulatory authority to
conserve fuel while continuing to provide for the public convenience
and necessity. The reports are to identify with specificity the type of
regulatory authority needed, the reasons why such authority is needed,
the overall impact of such authority on fuel consumption, the probable
effect on the public convenience and necessity of such authority, and
the competitive impact of such authority, if any. The reports should
also include recommendations with 'resfpect to changes in fuel alloca-
tion programs which, in the opinion of the agencies, are necessary to
conserve fuel while providing for the public convenience and recessity.

Section 110. Adwvisory Committees

The provisions contained in sections 110 and 121 of this title are an
outgrowth of the antitrust safeguards and advisory committee re-
quirements originally contained in the vetoed Emergency Energy Act,
passed by the 93d Congress as S. 2589. The requirements of section
121 have been tailored and limited, however, to specified actions taken
to carry out the International Energy Agreement. At the request of
the Administration and the Chairman of the Subcommittee on Anti-
trust and Monopoly of the Committee on the Judiciary, the antitrust
immunity authorized by this bill is limited®o specified activities taken
with respect to the international allocation of petroleum and the in-
formation system provided in the International Energy Agreement,
and then only if the specified procedures and requirements are fol-
lowed. Immunity is not extended to the domestic allocation of petro-
leum or other domestic activities. Thus, the antitrust provisions of
section 110 of the bill as introduced which would have provided lim-
ited immunity to domestic voluntary agreements have been eliminated,
and section 6(c) of the Emergency Petroleum Allocation Act of 1973
has been repealed except for the provision relating to certain breach of
contract defenses.
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The provisions ¢ontained in sections 110 and 121 were developed
with répresentatives of the Departments of Justice and State, the Fed-
eral Energy Administration and the staffs of the Subcommittee on
Antitrust and Monopoly of the Committee on the Judiciary, the Sub-
committee on Multinational Corporations of the Committee on Foreign
Relations, and of the Subcommittee on Budgeting, Management, and
Expenditures of the Committee on Government Operations. They are
generally supported by these Federal agencies and Chairmen Hart,
Church, and Metcalf. The Administration, the Committee is informed,
does not support the narrowing of the application of section 552 (b
(4) of title 5, United States Code, to trade secrets in sections 110(a
and 121 (c) (2) and (e) (3). !

Subsection (a) of section 110 authorizes the Administrator of the
Federal Energy Administration to establish such advisory commit-
tees as he deems necessary to achieve the purposes of this title, except
as provided in section 121. 4

ubsection (b) amends section 6(c) of the Emergency Petroleum
Allocation Act @f 1973, as amended, to provide a defense to any breach
of contract action arising out of a delay or failure to sell or offer petro-
leum, when such delay or failure was caused solely by compliance with
the provisions of that Act, or with regulations or orders issued pur-
suant to section 4 thereof.

Subsection (c¢) direets the Attorney General and the Federal Trade
Commission to report to Congress and the President on the effect upon
competition and methods for overcoming any anticompetitive effects,
which may result from proposals contained in reports submitted pur-
suant to section 109.

Section 111. Exports

This section authorizes the President to restrict exports of fuels
and energy sources, including petrochemical feedstocks, as well as
material and equipment necessary to maintain or further exploration
and production of domestic energy supplies, under such terms as he
deems approiriate, consistent with existing laws,.and taking into
account the historical trading relations of the United States with
Canada and Mexico.

Section 112. Administrative procedisre and judicial review

Subsection 112(a) sets forth the administrative procedures to gov-
ern actions taken pursuant to this title, including the formulation of
energy conservation plans. The reason for this provision is to permit
the Executive Branch to deal with energy emergencies without un-
necessary bureaucratic encumbrances, while protecting public rights
of information and participation. _

Actions taken under title I of this bill are subject to special admin-
istrative proecdures and judicial review provisions. This section
provides expedited administrative procedures for Federal actions.
Administrator of FEA specified different but compgrable procedures
for the State. Included among the procedures are publication and
notice and an opportunity for comment on agency:rules and orders.

Subsection 112(a) also requires, in addition to the requirements of
section 552 of title p, United States Code, that any agency authorized
to issug rules or orders must make available to the public-all internal
rules and guidelines upon which they are based; modified ias necessary
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to insure protection and confidentiality under section 552. Agencies
must publish written opinions on any grant or denial of a petition
requesting exemption or exception within thirty days with appropri-
ate modifications to insure confidentiality. .

Subsection 112(b) contains judicial veview provisions. National
programs required by the Act -and regulations establishing such na-
tional programs may be challenged only in the United States Court
of Appeals for the District of Columbia within 30 days of the pro-
mulgation of the regulations. Programs and regulations of general,
non-national; applicability (to a State or several States, or portions
thereof) could be challenged only in the United States Court of Ap-
peals for the appropriate circuit within 30 days of promulgation.
Otherwise, the United States district courts would have otiginal juris-
diction of all other litigation arising under the Act. However, any
actions taken by any State or local officer who has been delegated
authority under section 116 would be subject either to district court
jurisdiction or to appropriate State courts.

This section _woulg not apply to actions taken under the act by the
Civil Aeronautics Board or the Federal Maritime Commission. The
judicial review provisions in their respective organic acts would apply
for the sake of uniformity. '

Section 113. International oil allocations

This section authorizes the President to order such action as may be
necessary for implementing the obligations of the United States under
the international agreement, defined in Section 102, with regard to
the international allocation of petroleum to other countries in amounts
and at such prices as are specified. Unless extended pursuant to Sec-
tion 11101(c), such order shall remain in effect for no more than six
months.

Section 11. Prohibited acts

This section makes it unlawful for any person to violate any provi-
sion of title I of this legislation or to violate any rule, regulation
(including an energy conservation plan), or order issued pursuant to
any such provision.
Section 115. Enforeement

This section provides for fines up to $10,000 for each willful crim-
inal violation of the Act, and civil penalties up to $5,000 for each
violation of any provision of a prohibited act.

The Attorney General is also authorized by this section to obtain
temporary restraining orders or preliminary injunctions against ac-
tual or impending violations of this Act. It also provides for private
injunction actions.

Section 116, Delegation of authority and effect on State law

This section authorizes the President to delegate functions assigned
to him, under this title or the Emergency Petroleum Allocation Act of
1973, to officers or local boards of a State or political subdivisions
thereof. For the implementation of rationing programs the establish-
ment and use of State or local boards to handle hardship appeals and
perform other functions is authorized. To insure that any rationing
program is as just and equitable as possible, section 116 specifically
requires the State or local boards must be of balanced composition so
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as to reflect the makeup of the community as a whole. This provision
is intended to insure that the interests of all classes of users are both
're;I)resented and protected. :
n addition, this section provides that only State laws or programs
which are inconsistent with this legislation will be superseded by it.
The administrative mechanism for the implementation of the con-
servation and rationing program provided for in this title much be such
as to insure equity on a nationwide basis. At the same time it is im-
perative that it be responsive to the varying conditions and unique
problems of the several States and regions of the Nation. For that
reason, this provision was included in the Bill. It reflects the fact that
the Committee contemplates the President may rely on the States to
manage all er Kart of the nationwide energy rationing and conserva-
tion program. Administration at the State level can provide the oppor-
tunity for a more effective program geared to local or regional needs.

Section 117. Grants to States

Section 117 authorizes funds for the President to make grants to
States for the purposes of implementing authority he has delegated
to them, or for the administration of appropriate State or local con-
servation measures where States are exempted from Federal eonserva-
tion regulations under section 104(a) (2) of this title.

Since the States are expected to play a major role in administering
the programs implemented under this title, as they have been under
the Emergency Petroleum Allocation Act, the Committee felt they
should have sufficient funds made available to them for these purposes.

The section authorizes to be appropriated such sums as are neces-
sary to carry out the ﬁpur oses of the section, not to exceed $50,000,000
for each of the two fiscal years including and following the effective
date of this section.

Section 118. Energy information

Section 118 authorizes the President to collect such energy informa-
tion as he determines to be necessary to achieve the purposes of title 1.

For the purpose of carrying out this title, including the obligations
of the United States under an international agreement, the authority
relating to the collection and dissemination of energy information
granted by the Energy Supply and Environmental Coordination Act
and the Federal Energy Administration Act, respectively, shall con-
tinue in full force and effect without regard to the expiration provi-
sions of these Acts.

Section 119. Exchange of information

Subject to subsections (b) and (c) of this section, subsection (a)
authorizes the Administrator of the Federal Energy Administration,
after consultation with the Attorney General; to provide the Secre-
tary of State with information related to the energy industry for
transmittal to the appropriate international organization or foreign
country, as required under an international agreement to which the
United States is a party. 4

Subsection (b) provides that the President may require that such
energy information not be transmitted upon a determination that
the transmittal would prejudice competition, violate the antitrust laws,
or be inconsistent with national seeurity interests of the United States.

-
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Subsection (c) precludes the Administrator from providing ener,
information to the Secretary of State when the confidentiality of su%ﬂ
information is protected by statute, unless the Administrator has ob-
tained the specific concurrence of the head of any agency or depart-
ment which has the primary statutory authority for the collection of
such information.

Section 120. Relationship of this title to the International Energy
Agreement

Section 120 provides that title I shall not be construed in any way
as advice and consent, ratification, endorsement, or other form of
congressional approval of the specific terms of the November 18, 1974,
executive agreement, “Agreement on An International Energy Pro-
gram,” or any related agreement which has been or may be entered
into. -

The Committee placed these limitations in this section to make clear
that the Congress was not in any way ratifying or endorsing any
aspect of the Agreement on which there had not been full and effec-
tive disclosure and consultation. The Committee specifically does not
endorse any agreement which has or which may emerge from the In-
ternational Energy Program which deals with the establishment of
floor prices for energy. The sole purpose of this title is to enable the
U.S. Government to deal with and manage energy shortages in the
most equitable and efficient manner possible.

Section 121. International voluntary agreements—procedures

The provisions contained in sections 110 and 121 of this title are an
outgrowth of the antitrust safeguards originally contained in the ve-
toed Emergency Energy Act, passed by the 98d Congress as S. 2589.
The requirements of section 121 have been tailored and limited, how-
ever, to specified actions taken to carry out the International Energy
Agreement. At the request of the Administration and the Chairman
of the Subcommittee on Antitrust and Monopoly of the Committee on
the Judiciary, the antitrust immunity authorized by this bill is limited
to specified activities taken with respect to the international allocation
of petroleum and the information system provided in the International
Energy Agreement, and then only if the specified procedures and re-
quirements are followed. Immunity is not extended to the domestic
allocation of petroleum or other domestic activities. Thus, the antitrust
provisions of section 110 of the bill as introduced, which would have
provided limited immunity to domestic voluntary agreements, has
been eliminated, and section 6(c) of the Emergency Petroleum Allo-
cation Act of 1973 has been repealed except for the provision relating
to certain breach of contract defenses.

The provisions contained in sections 110 and 121 were developed
with representatives of the Departments of Justice and State, the
Federal Energy Administration and the staffs of the Subcommittee
on Antitrust and Monopoly of the Committee on the Judiciary, the
Subcommittee on Multinational Corporations of the Committee on
Foreign Relations, and of the Subcommittee on Budgeting, Manage-
ment, and Expenditures of the Committee on Government Operations.
They are generally supported by these Federal agencies and Chairmen
Hart, Church, and Metcalf. The Administration, the Committee is in-
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formed, does not support the narrowing of section 552(b)(4) of
title 5, United States Code, to tradé secrets in sections 110(a) and
121 (e¢)(2) and (e) (3).

Section 121(a) sets forth the sole procedures and conditions appli-
cable to (1) the development, implementation, and carrying out of
vountary agreements or plans of action to accomplish the objectives
of the International Energy Agreement with respect to international
petroleum allocation-and the information system provided in such
agreement, and (2) the availability of immunity from the antitrust
laws for certain actions taken respecting the development, implementa-
tion, and carrying out of such veluntary agreements or plan of actions.
The authority, requirements, and immunity for activities respectin,
the International Energy Agreement are limited to the internationa.
allocation of petroleumt and the information system provided for in
the agreement. No general immunity from the antitrust laws is pro-
vided. A limited defense only is created under subsection (h), and
procedural and monitoring réquirements are adopted to protect the
public interest.

Subsection (b) is the definitional section for the term “antitrust
laws” as used in section 121.

Subsection (c¢) provides the Administrator with authority to estab-
lish advisory committees with respect to the international allocation
of petrolewm and the information system provided for in the Inter-
national Energy Agreement, as he determines are necessary to achieve
the purposes of the international agreement. Such advisory commit-
tees are made subject to the provisions of the Federal Advisory Com-
mittee Act and section 17 of the Federal Energy Administration Act,
meetings are required to be open to the public, and verbatim tran-
scripts are required to be kept. The thrust of the provisions is to create
a “fish bow]” atmosphere respecting advifory committee activity.

Subsection (c)(3), however, provides a degree of flexibility within
the “fish bowl” atmosphere created. The Administrator, in consulta-
tion with the Secretary of State and the Federal Trade Commission,
and subject to the approval of the Attorney General, is authorized to
suspend the application of sections 9, 10, and 11 of the Federal Ad-
visory Committee Act, subsections (b) and (¢) of section 17 of the
Federal Energy Administration Act, and the réquirement that meet-
ings be open to the public only where the Administrator determines,
in writing, that such suspension is essential to the implementation of
the international agreement and relates solely to the purpose of inter-
national petroleum allocation and the information system provided in
such agreement in response to reductions or probable reduction in
petroleum suplplies, and that the application of such provisions would
be detrimental to the public interest, including but not limited to the
foreign policy interests of the United States.

Subséction (d) authorizes the Administrator to promulgate, by rule,
standards and procedures by which persons engaged in the business of
producing, refining, marketing, or distributing petroleum may develop
and implement voluntary agreements and plans of action if they are
required to implement the provisions of the international agreement.
These voluntary agreements and plans of action are limited to inter-
national petroleum allocation and the information system provided
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in the international agreement. Before ﬁ)romulgating such rules, the
Administrator is required to consult with the Federal Trade Commis-
sion and the Secretary of State, and the rules promulgated by the
Administrator must receive the prior approval of the Attorney
General.

Subsection (e) provides that the standards and procedures to be
promulgated under subsection (d) shall be promulgated pursuant to
section 553 of title 5, United States Code. Minimum safeguards and
conditions with respect to sach activities are specified in subsections
(e) (1), (2), and (3). It is the Committee’s intention that the enu-
merated safeguards be supplemented substantially by other require-
ments to assure the protection of the public interest. With respect to
the record-keeping requirements of subsection (e) (3), it is recognized
that in time of emergencies, it may not be possible to maintain as
complete records as otherwise would be the case. _

At the Administration’s request, the Administrator was granted
authority, in consultation with the Secretary of State, and subject to
the approval of the Attorney General, to close a meeting held to
develop a plan of action and to limit attendance at such meeting, sub-
ject to reasonable representation of affected segments of the petroleum
industry, if a wider disclosure would be detrimental to the public
interest, including but not limited to the foreign policy interests of
the United States, During discussions with the Administration leading
to adoption of this provision, it was understood that this authority
was not expected to be used with respect to broad plans of action
(except possibly during actual emergencies), and that it would be cir-
cumspectly used with respect to specific and precise plans of action
during or preceding an embargo, It is the Committee’s.intent in this
section that the foreign policy interests of the United States be bal-
anced against other aspects of the public interest, such as those favor-
ing open meetings and full attendance by interested persons, and that
the foreign policy interests of the United States as used in this section
relate principally to the objective of securing supplies of petroleum
to the United States and its allies in the event of a crisis. A

Subsection (f) specifically and affirmatively involves both the At-
torney General and the Federal Trade Commission as continuing
guardians of competition within the framework of this section. The
thrust not only is constant vigilance, but their active participation
and input is mandated from the very beginning. Each is required to
propose alternatives to avoid or overcome to the greatest extent prac-
ticable any anticompetitive effects. Additionally, the Attorney Gen-
eral and the Federal Trade Commission have the right, at any time,
to review, amend, modify, disapprove, or revoke any plan of action or
voluntary agreement.

Subsection (g) directs the Attorney General and the Federal Trade
Commission to monitor the development, implementation and carry-
ing out of plans of action and voluntary agreements to promote com-
petition, and to prevent anticompetitive practices and effects while
achieving substantially the purposes of this Act. Subsection (g)(2)
requires the promulgation of regulations to assure the keeping of
adequate records, and subsection (g) (3) requires that those records
be maintained so that the monitoring function can be performed.
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These provisions are not intended to limit the more general authority
conferred upon the Attorney General and the Federal Trade Com-
mission in subsection (g) (4) which permits the Attorney General and
the Federal Trade Commission to each prescribe such rules and regu-
lations as may be necessary or appropriate to carry out their responsi-
bilities under this Act. That authority is not intended to be limited
by other rulemaking authority conferred upon the Administrator in
this section, nor is it intended to limit other powers granted the At-
torney General and the Federal Trade Commission under any other
statute.

Subsection (h) provides as a limited defense to any civil or criminal
action brought under the antitrust laws, or similar state antitrust laws,
that certain actions were taken in good faith in the course of develop-
ing a voluntary agreement or plan of action pursuant to this section,
or pursuant to a voluntary agreement or plan of action authorized and
approved in accordance with this section, and that the requirements of
this section, and the rules and regulations promulgated hereunder,
were fully complied with. Any acts or effects having other purposes
are not provided with antitrust immmnnity. For example, if several
firms agree to allocate petrolenm products in furtherance of an ap-
proved voluntary agreement or plan of action, but the purpose of the
particular method used actually was the elimination of a competitor,
that conduct would not be accorded antitrust protection. Also, a volun-
tary agreement among competitors to share crude reserves and trans-
portation facilities for the purpose of efficiently allocating resources
can be protected. If the parties to the agreement, however, implement
its provisions in a predatory manner. the activity will not be deemed to
have been undertaken in good faith and will not be protected.

Subsection (i) makes clear that this Act does not affect in any way
any pending or possible antitrust cases regarding the petroleum in-
dustry. Nor does this Act affect or limit any judgment or order that
can be entered in such cases. Likewise, this Act does not immunize any
conduct which would occur subsequent to its expiration or repeal.

Subsection (j) provides that effective 60 days after the date of en-
actment of this Act, the provisions of section 708 of the Defense Pro-
duction Act shall not apply to any action authorized to be taken under
this Act or the Emergency Petroleum Allocation Act of 1973. Thus,
Section 708 of the Defense Production Act cannot be invoked with re-
gpect to any activity authorized to be taken under this Act, whether
or not such activity is also authorized or implemented under the De-
{ense Production Act. Subsection (j) is not intended to, nor shall it be
deemed, to authorize the application of section 708 to any voluntary
agreement.

Subsection (k) provides that the Attorney General and the Federal
Trade Commission shall each submit to the Congress and to the Presi-
dent, at least once every six months, a report on the impact on compe-
tition and on small business of acts authorized by this section.

Subsection (1) provides that authority granted by this section shall
terminate upon the expiration or repeal of this Act.

Subsection (m) provides that in any action for breach of contract
there shall be available as a defense that the alleged breach of contract
was caused solely by compliance with the provisions of this section, or
any rule, regulation or order issued pursuant to this section.
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Section 122. Ewxtension of mandatory allocation program

Section 122 extends the Emergency Petroleum Allocation Act of
1973 to June 30, 1976, by amending section 4( 2) (1) of that Act.

Section 1%23. Limitations on raising or removing petrolewm price
controls "

Section 123 prohibits any increase in the price permitted for oil
now classified as “old” oil unless the specific action proposed to be
taken is first submitted to both Houses of Congress pursuant to the
]érocedures provided for in section 104 (b) through (d) of this title.
Each House would then have the opportunity to review and by major-
1ty vote disapprove such action within ten gnys of the receipt of the
proposal. Section 123 also requires that any amendment of price con-
trol re%ulatmm. which has as its purpose the exemption of crude oil,
residual fuel oil, or refined petroleum product from such priee con-
trols first be submitted to both Houses of Congress pursuant to the
procedures of section 104 (b) through (d) of this title.

_ This section is necessary in view of the President’s announced inten-
tion to decontrol all old oil prices effective on April 1, 1974. The Com-
mittee believes that this aetion, 1f permitted, would have a devastating
impact on an already weakened economy. :

Cost estimates made by committee staff for the Administration’s
energy program are summarized in table I1.

TaBLe IL.—Summary: impact of pre.side’ntiﬁl energy program

1. Cost estimates: (Billions)

A. Program to be implemented b'y Executive order (increased cost on
an annual basis)_______________
Uncontiollen ofl:e e O % ah [ Rl BV d S T e G et i -

Imported oil ($8 per barrel tariff with $1.80 per barrel rebate on

refined petrolemin products)___ $5. 4
Uncontrolled domestic oil ($3 peribaweely .= S0 o8 e T 3:3
Subtotal, tariff fmpset; . .. sl . ¢ R AL 2 87

Othecr ft;els (Btu equivalent of oil price increase) :
AOANF IO SRR e R

Unregulated natural gas._____ WFAET : : gg
Subtotal, other fugls_ 5.8
o Total, tariff ix_npat_‘f L Sfeddent . i s :ﬁ
econtrol of domestic crude oil production___. e Yl . .0
Total, Presidentially implemented program b B
B. Prggg&l)n:proposed for congressional action (increased cost on an annual
( $?io€19)r b_a-r_r_e—l_t_ariﬁ and excise tax and decontrol of domestic produe-
e B R S g e G
Coal: .( Btu equiya‘lent of oil price incrgal;?)c_e_(jf unre-gulated - g 1‘3;
Electric rates: (inclusion of construction costs in rate base) . - 2 3.0
Total A - 43.2

The increased cost of domestically prod o o i

] reased mestically produced oil which 1d re
from decontrollmi “old” oil prices would amount to $f7 l;v;ﬁlilon ;flsr?l?j
ally for a $2 per barrel tariff leading to a final oil price of over $13




48

per barrel and $19 billion annually for a $3 per barrel tariff. This
agtion, which the President can take by Executive ©rder, carries the
largest economic impact of any provision of the Administration’s
energy program. The Committee strongly believes that an action with
cuch enormous economic implications must first be reviewed by the
Congress throu%h the prQoe ures established pursuant to section 104

(b) through (d) of this title.

Section 12}. Contingency plans

This section requires the President to develop and transmit to
Congress, contingency plans for energy rationing and conservation.
No such contingency plan may be implemented, however, without
congressional approval, as provided for in sections 103 and 104.

The ‘Committee feels very strongly that such contingency plans are
needed to avoid serious economic and social dislocations in the event
of future disruptions in our energy supply and distribution system.
Adequate contingency plans do not now exist to deal with such disrup-
tions in peacetime leaving this country vulnerable to threats of re-

ductions In energy supplies.

Section 125. Intrastate natural gos

This section provides that nothing in the legislation shall authorize
the President to regulate or allocate natural gas not otherwise subject
to the jurisdiction of the Federal Power Commission (i.e., intrastate
natural gas), provided that to the extent authorized by law the Presi-
dent may, with respect to all sources of energy, establish standards of
national application to improve energy conservation in residential,

commercial, and industrial uses.

Section 126. Expiration

Subsection (a) provides that the authority under title I to prescribe
any rule or order or take other action shall expire on midnight, June
30, 1977. In addition, the authority under title I to enforce any such
rule or order shall likewise expire; however, such expiration shall not
affect any action or pending proceedings, civil or criminal, not finally
determined on such date, nor any action or proceeding based upon any
act committed prior to midnight, June 30,1877, - -

The intention of the committee in setting a termination date was to
prevent an indefinite extension without congressional approval of the
broad authorities granted by this title, and of the actions taken pur-
suant thereto. ]

Subsection (b) directs the Secretary of State to prepare and trans-
mit to the Congress a report every ninety days on all significant pro-
posals, meetings and activities undertaken by the United States and
other signatory nations to the Agreement on International Energy
Program.

Section 127. Authorizations of appropriations
This section authorizes to be appropriated to the President funds
necessary for implementing the provisions of this title.

Section 128. Severability
Section 128 is a severability clause.

-
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Section 129. Transfer of authority

This section directs the President to designate an appropriate Fed-
eral agency to carry out the provisions of title I after the termina-
tion of the Federal Energy Administration.

Trrie II—ENErGY CoNSERVATION Poricy

Section 201. Statement of purposes, findings, and policy .

This section sets forth congressional findings relating to energy
shortages caused by dependence on foreign energy sources, and by a
continuation of the past trend in the expansion o%ydemand for energy
in all forms. The purposes of this title are threefold : first, to authorize
the President to establish interim energy conservation plans; sec-
ond, to make energy conservation an integral part of all ongoing pro-
grams and activities of the Federal Government by directing the Ad-
ministrator of the Federal Energy Administration toestablish national
energy conservation standards; and third, to provide for the develop-
n)lent and implementation of approved State Energy Conservation
Programs with Federal technical and financial assistance. In the ab-
sence of such programs, Federal energy conservation standards would
apply to the States.

The section includes a congressional declaration that the adoption
of laws, policies, programs and procedures at all levels of government
to conserve energy and fuels can have an immediate and substantial
effect in reducing the rate of growth of energy demand, and in mini-
mizing adverse economic and national security impacts associated with
such demand growth and reliance upon imports.

_ The purgqse of this title is to provide the President with the author-
ity to establish and set in place energy conservation programs which
will reduce national consumption and thereby reduce growing depend-
ence on imported oil. It is the Committee’s intent that title IT and the
:ﬁtl;gx;?es ;g ginttf’ms .l()le u§ed to achieve eonservation savings as an
ernative e President’s pro y pri
byt b iy proposed program of energy price, tax,

Section 202. Interim energy conservation plans

Section 202 authorizes the President to institute interi

2 2 : rim ener, -

servation plans, pending the promulgation of regulations to es%gb(i(i,:h

national energy conservation .stangards pursuant to sections 203

through 207, and/or the adoption by Congress of specific legislative

Pollcles and programs for energy conservation. The term g‘lenergy

;(l)‘g:?rvatxon plan” includes, but is not limited to, the following meas-

( a.) Lighting efficiency standards for public buildings:

- According to the Project Independence Blueprint, en%r;g'y consumed
%r lighting amounted to 1.8 quadrillion Btu* in 1972, or 10 percent

gha%liv étlei‘e Xr;)c;’gy po!;:le}fle% in the household and commercial sector

year. roxim i
vl v L ‘x Ly percent of this energy was used for com-

11
! quadrillion Btu per year is the energy eguivalent of 490,000 barrels of crude oil per
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i ini i i t stand-
1 Services Administration established Government
argsh ?gexllféﬁting in January, 1824 t(Ftederal x%ﬁiﬁe;(;efn:o g(:;f\lglils—
74-1). Overhead lighting was to be set at no mo B
tations, 30 footcandles in work areas and 10 1000 x
ﬁngﬁn@ 1area,s. The Project Indepg(r)lélgcle;glo%%pgu;tr glsglgxe::tgsa 3a(\)rf
i equivalent of 160 ,000 barrels y of
1(‘111%3: fo‘i:{lebglflggy 19%0 resulting from mandatory adoption of these
ds nationally. s

Stg(nl?)ar'l’shgfmlal peyrformance standards for all new Feder%‘l dcon-I

struction and all new homes and buildings financed under any Federa

tee or mortgage program:

loggg{’é?]}lu&?e showngﬂfatpup to 36 percent of the energy usedt an-
nually in single-family dwellings could be saved by altering cons r;lc-
tion techniques without significantly changing the average ctos obl B
new house or the lifestyle of the occupants. For high-rise structures the
corresponding figure is 24 percent, while, for construction of (;I)m-
mercial buildings, a 32 percent savings is considered possible. New
construction measures contemplated include reductions 1n gl?s_s arTa.:
insulation for windows and doors, increased wall and roo msufa
tion, improved sealing and caulking, substitution of heat pum_}l)s for
electrical resistance heating, and recovery of furnace and ventilation

tem energy. ; i) )
syﬁ?‘iisting gg)vemment: policies are not a significant factor in new

ion. Current minimum property standards, which affect resi-
?i:rxll?:tiglmg)nstruction under Fe_d%ral Housing Admm_lstra:’ﬁpn. on_lgé
prescribe the amount of insulation required. Twenty-six mi 191& uxé} i
or twenty-nine percent of the projected 1985 inventory of remT 1?’1 réa-
housing units will be constructed between now and that tlm(;st i tgd
five percent of projected 1985 commercial floor space will be construc

is period.' : g |
du'i‘llrnleg tI;l’lrlf;jle:ct; Independence Blueprint estimates potential savings
resulting from national thermal efficiency standards for rfle;vmrgsol(-)
dential and commercial buildings to be the eqmvalerit o sl
barrels of crude oil per day in 1980 and 490,000 barrels pgﬁ" }?y-ilﬂ
1985. The Committee considers the adoption of standards which w

achieve these conservation targets an especially worthwhile action

ich could be taken quite soon. L & ke
wh(x:) %{Ogtsonable res%rictions on hours for public buildings:

The Committee expects that Federal agencies will review policies ~

. i e & d
cerning the hours during which Federal buildings are open an
?i%r:'ing w{};xich ventilation and heating or cooling .sys_temsi) axig §ull}i
operating. In balancing the need for access to the buildings by I'edera
personnel and the public, the goal of reduction in overall energy con-
sumption and related fuel costs should receive consideration. S
"~ (d) Standards to govern decorative and non-essential lig tn%g..
Decorative and other non-esssential outdoor lighting accqunt1§ hor
a significant fraction of the energy consumed for commercial light-
ing. Reduction in decorative and non-essential lighting can be accon}%
lished without placing unfair burdens on individual busmessgs i
the reductions are accomplished across the range of competing 11.31};
“nesses. The Committee believes that the equitable way to a,ccompllllst
this is through the rulemaking procedure. The Committee expects tha
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the imlplementation of these reductions will take into account the
valuable informational content of much of commercial use of lighting.

(e) Standards and programs to increase industrial efficiency in the
use of energy:

Industrial end-use energy consumption accounted for 33 percent of
total U.S. energy consumption in 1972—the energy equivalent of over
11 million barrels of crude oil per day. About 50 percent of the indus-
trial energy is used in nine industries: plastics, cement, aluminum,
steel, glass, paper, rubber, food processing and agriculture. Major con-
servation opportunities in the industrial sector include :

~—redesign of both processes and products te reduce energy in-
put per unit output;

—modification of equipment to improve efficiency;

—adjustment of combustion controls and cleaning heat ex-
change surfaces in furnaces;

—utilization of waste heat; and

—autilization of solid wastes.

The Committee anticipates that adequate plans for industrial energy
conservation will be prepared for all major energy-consuming indus-
tries in the United States, including the specification of energy con-
servation objectives. The implementation of a monitoring system to
collect and analyze data describing the performance of these industries
will provide important feedback into the planning process. The Com-
mittee expects that the results of a vigorous Federal research and de-
velopment program designed to improve boiler efficiency, manage and
utilize waste heat, improve process efficiency and develop new mate-
rials processes will be integrated with the Federal conservation pro-
gram for industry.

The Project Independence Blueprint estimates that the energy
equivalent of 400,000 to 600,000 barrels of crude oil per day can be
saved in the 1980’s in the industrial sector. Approximately 85 percent
of these savings are estimated to be due to the results of research, de-
velopment and demonstration programs.

(f) Programs to insure better enforcement of the 55 mile per hour
speed limit: »

The Committee anticipates the prompt development of a vigorons
program of public education, including consultation and discussion
with State and local police departments and law enforcement officials
to underline the benefits associated with enforcement of the 55 mile-
per-hour national speed limit enacted into law in .January of 1974. The
National Petroleum Council estimates that substantial compliance
with this limit could result in savings of 170,000 to 190,000 barrels of
gasoline per day beginning in 1975,

(g) Programs to maximize the use of carpools and public trans-
portation systems:

Public transit is two to four times more energy efficient than the
automobile and offers benefits of improved air quality and reduced
congestion in addition to savings in fuel consumption. Programs to
improve scheduling, to encourage the staggering of work hours and
to provide subsidies for the use of mass transit can decrease automobile
use for commuting without raising the cost of operating automobiles
absolutely. Incentives to individuals to form car pools through pro-
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grams to provide irfformation to employees who are potential car pool
members, the assignment of griorlty parking privileges to car pool
drivers, and the adoption of flexible work schedules can increase the
response of the public to the car pool option, The National Petroleum
Council has estimated that agproximately 100,000 barrels of gasoline
per day could be saved in the first year of operation of a comprehensive
car pool program and over 300,000 barrels per day within a few years
provided half the projected auto commuters avail themselves of car
pools with an average load of three persons per car. !

(h) Standards for reasonable controls and restrictions on discre-
tionary transportation activities upon which the basic economic vital-
ity of the country does not depend: 4 i

The Committee expects that a broad range of options will be
suggested to influence transportation practices of individuals and
businesses to increase the efficient use of energy. The creation of bicycle
paths and bicycle and motorcycle lanes for commuters and the desig-
nation of automobile-free areas or areas in which reduced parking will
be available can shift transportation habits away from the automobile
to other more efficient modes. ;

Policies to discourage purely discretionary driving involving
reduced hours of operation for service stations, purchase limitations
or “odd-even” purchase plans are options for consideration. However,
with regard to these options the Committee wishes to point out that the
existence of a significant recreational or tourist industry within a
group of States may suggest that State policies be coordinated region-
ally 8o that the flow of private automobile traffic across State lines to
participate in this commerce is not unduly impeded.

(i) Energy efficiency standards to govern Federal procurement

olicy: '

» Thse, Committee expects that the Administrator will promptly re-
quest from the General Services Administration and other appropriate
Federal departments and agencies an analysis of the impact of includ-
ing energy efficiency as one of the criteria for decisionmaking in the
Federal procurement process. This analysis is to form the basis for
the development of standards to increase the energy efficiency of equip-
ment purchased by the Federal Government.

j) Low interest loans and loan guarantee programs to improve
the thermal efficiency of individual residences by insulation, storm
windows and other improvements::

Standards for improved thermal efficiency in new buildings result
in energy savings which only become significant after several years.
However, support for the improvement of thermal efficiency in existing
residential buildings through Federally guaranteed loans or, where
necessary for residences owned by low-income persons, by low-interest
loans will frield energy savings much sooner. Measures available in-
clude installation of storm windows and doors (or double pane glass)
improved sealing and caulking, ceiling and roof insulation and im-
provements in heating, ventilation, and air conditioning systems. The
estimated cost averages $600 per dwelling, with storm windows and
doors the main items. Depending on the extent of participation in the
program, the Federal Energy idministration has estimated energy
savings in the range of 140,000 to 220,000 barrels per’day for the
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remainder of the decade from programs to impr

€ f ¢ : ove the the -

clency of existing residences. 1f 70 percent of the residentialr It?r?llt: l?n

existence in 1972 can be modified by the 1980 by at least one of the
371.1 rg;rgggxtuiﬁs cg}xlltemplated in this paragraph, energy savings in 1985
qil( &)ar o 0 the energy equivalent of over 370,000 barrels of crude
Development of public educati :
un%ahry %wrgy gonservatign: ¢ education programs to encourage vol:
¢ Committee realizes that a significant improvement i
e;lxgxl-lgy efficiency of existing homes and a\ﬁzb"mobi es c(:;le{)lg ;::Icotr}rlf
plished by the voluntary actions of individiials who have access to the
%)roper information. Proper maintenance of the automobile—a well-
huzll)gd engine, proper inflation of tires, and energy conserving driving
. }? I}Ez;ian reduce energy consumption and cost to the individual. For
ne e, a consciousnesy of conservation epportunities can result in
%0 ergy tixzwmgs as well as savings on fuel and elpetricity bills, The
= 1311211; (e); &z;g:cttg t(};:; r:ﬂg;g&fops program to make consumers aware
opgd };‘;nd i b elr energy consumption will be deyel-
ubsection (b) of section 202 provides that a ' vati
( ) ‘ 02 Vig any. energy conservat
ﬁl?;n bgromulgatpd_ by the President pufsuant to éubse%{ibn (as zs;};:ﬁ

0 4. come efféctive until transmitted to Coifgréss for review and
1I;‘i1tgle Ioﬁfdiiaépgr%val in ?;ci(ﬁr% g-ith section: 494(b) through §d) of

o I of t ct, except that Con sh thirty
days in which to approve or disapprg;ﬁuch&gli;as‘.{e St onlapesc
Se’;t}‘i?n 203. Federal initiatives in energy cmismatz’on

15 section directs the Administeator of the Federal E ‘

- - . - - & St i . i‘ A
tn}uﬁlst%tmn, In cooperation with thé Secretaries o?Hoﬂ*gir%y fz&n%i
| rts_a,n; evelopment, Commerce, Interior, Transportation; Health, Ed-
cizaé _13;18?){;3&?:?@?, ’(Ii_‘reag;.lczlry ar}x)(li other apprepriaté Fetleral agen-

s y standards and establish’ ' ro i '
and, conservation as outlined in secti;h Wms i s
Segtio:?. 204. State initiatives in energy conséivation

ection 204 provides for the development of State Energy

. 3 { - ‘v, ., ner a
viu_;lon Programs designed to (1) minimize adverse econoi%xsi,cco(;ﬁzg-

oyment- impacts within the particulay Btate, and (2) meet unique

ocal economie, cli loci ek s
i quirement,s.lc’ climatologicdl, geographic and other conditions and

Administrator to request the submission e Go
traf om the Gover
gtate,_, within four months of the effective date of the ing? raofe;%cr%
escribing the proposed State Energy Conservation Px"ogre;‘m.
Subsection -(q)_an_th.orl,zes the Adminjstrator to extend technigal
assistance to the individual States for developing these programs

Seetion 205, Delegation of authoFity
Subsection (a) of this section directs the Adinis
of : ninjstraté -
eral Energy Admlmstre_mtmn to establish criteria for ilg:e éegggtja},.ltgqﬂ!;?gf
responsibility for the implementation and administration of State
nergy Consérvation Programs to {he respective States. Subsection
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(b) directs the Administrator to review, and authorizes him to ap-
prove, State programs properly submitted pursuant to section 204(a)
and subsection (a) of this section. Subsection (b)(3) directs the Ad-
ministrator to establish procedures to govern the interpretation of
State programs, administrative law, judicial review, enforcement and

penalties, by incorporating the provisions of title I related thereto.

Section 206. Grants to States

This section authorizes the Administrator of the Federal Energy
Administration to provide all financial assistance necessary for the
development and implementation of approved State Energy Con-
servation Programs. 3

Subsection (b) provides that one-half the sum appropriated for such
assistance be apportioned to each State in the ratio which the popula-
tion of that State bears to the total population of the United States.
The Administrator is to distribute the remainder of appropriated
funds among the States on the basis of respective need and achieve-
ment of conservation targets set by the Administrator.

Subsection (d) directs the States to return to the United States any
amounts not e~x-—on ' o ~ommitted during the fiscal year pursuant
to subsection (b). Subsection (e) provides for the keeping and in-
spection of the financial records of all Federal assistance.

Section 207. Energy conseivation targets and objectives

Subsection (a) of this section directs the Administrator of the Fed-
eral Energy Administration to establish realistic and attainable
targets and objectives for State Energy Conservation Programs.
States which meet established targets and objectives are eligible for
an incentive grant from appropriated funds determined by the
Administrator. g A |

Subsection (b) provides that the Administrator furnish the Gov-
ernors with a monthly report on the implementation of this Title, on
the energv savings achieved, and on any innovative conservation pro-
gram undertaken by individual States.

Section 208. Non-participation by State government

This section directs the Administrator to dev_elop, implement apd
enforce a Federal energy conservation program in these States which
have failed to propose an acceptable State Energy Conservation Pro-
gram, or where such program 1s not implemented or enforced.

Section 209. Reports iy

Subsection (a) of this section directs the Administrator of the Fed-
eral Energy Administration to submit to Congress, within six months
of the enactment of this Act, a report on the operation of this title, the
«energy conservation savings achieved, the degree of State compliance,
and anv recomnndatione for amendments. .

Subsection (b) directs the Administrator to include in such report
an assessment 1 ¢~ ne~dl, i anv. # 1 his recommen-ations for addi-
tional economic incentives or penalties to insure effective State par-
ticipation and compliance with the provisions of this title.

Section 210. Authorization of appropriations

This section authorizes an appropriation of such funds as are neces-
sary to‘the Administrator of the Federal Energy Administration to
carry out the purposes of this title.
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Section 211. Expiration

This section provides that all authorities granted under this title

shall expire at midnight, June 30, 1976, unless further extended by the
Congress.

VIII. TABULATION OF VOTES CAST IN COMMITTEE

Pursuant to Section 133(b) of the Legislative Reorganization Act
of 1946, as amended, the following is a tabulation of votes of the
Committee during consideration of S. 622:

1. During the Committee’s consideration of the Standby Energy
Authorities Act, a number of voice votes and two formal roll call
votes were taken on amendments to the bill. These votes were taken
in open public session and, because they were previously announced
by the Committee in accord with the provisions of Section 133(b),
it is not necessary that they be tabulated in the Committee Report.

2. S. 622 was ordered favorably reported to the Senate by unani-
mous voice vote of a quorum of the Committee on February 25, 1975.
Subsequent to the vote ordering the measure reported, Senators
Fanrin, Hansen, Hatfield, McClure and Bartlett requested .that they
be recorded as voting nay on this measure.

IX. COST ESTIMATES PURSUANT TO SECTION 252 OF
THE LEGISLATIVE REORGANIZATION ACT OF 1970

In accordance with Section 252(a) of the Legislative Reorganiza-
tion Act of 1970 (Public Law 91-150, 91st Congress), the Committee
provides the following estimate of cost :

For administration of title I of the Act, $5,000,000 each year for
fiscal years 1975 and 1976;

For grants to the States for administration of title I of the Act,
$50.000,000 for fiscal years 1975 and 1976.

The amounts for implimentation of Title IT of the Act can not be
estimated at this time because they depend upon determination which
will be made by the Administrator og the Federal Energy Adminis-
tration pursuant to the policies and directions set forth in the Act.

X. EXECUTIVE COMMUNICATIONS

The Administration’s energy program was transmitted to the Senate
by the following letter:

Janvary 30, 1975.
Hon. NeLsoN A. ROCKEFELLER,
President of the Senate,
Washington, D.C.

Dear Mr. PresipenT: In my State of the Union address earlier this
month, I outlined the dimensions of our interrelated economic and
energy problems and proposed comprehensive and far-reaching meas-
ures for their solution.

The measures I described included both Executive and Congres-
sional actions. Because further delay is intolerable, T have already
taken administrative action to deal with our energy problems, includ-
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AR e . » o
ingo assistance of a proclamation to 1mpose increased fees on impor
gﬁg" %‘he Secretary gf the Treasury has already presented my detailed
energy tax proposals to the Flouse Ways and Means Commlttee.I 1
I am enclosing a proposed omnibus epergﬁ bill—the Energy In a,de_

pendence Act of 197 5—which, along with the tax proposals already

resented, will provide the combined authorities that are necessary
i we are to deal seriously and effectively with the Nation’s pressing

blems. s :
en%l“’%yhl;l& (gela. ed too long in taking decisive actions to reduce our
dependence on foreign energy Sources and to eliminate our vulner-
ability to energy disruptions such as we experienced last winter—or
e islation along with
hy term. enactment of the proposed legislation along i

ceg&itn zgerrz:irnistra%ive actions would reduce oil imports by one mlllhon
barrels per day by the end of this year, and two million barrels pe;
day by the end of 1977. Over the mid-term (1975-1985), enactment o
the proposed legislation will insure that domestic supplies of ;Igergy
are substantially increased, that the growth in energy deman 1fs re-
duced substantially and that we develop effective protection irom
future energy embargoes Or energy emergencies. In the long _tergxé, m)tr'
proposals will allow our Nation to once again supply a signilican
share of the energy needs ofItIIIe free World(.1 )

The legislative program 1 have prop 12 A

(1)e gigc;umge I(:arlgy development o?s?)ur oil, natural gas and coal
1PeS(OQu)rclcizgl;p speed the siting and construction of nuclear and other
enezg%yrgsﬁcsﬁ é?ls:a;gy c3nsumption by mandating thexsal standqp%lslfor
new homeg and commercial uildings and assisting persons with low
i es in winterizing their homes; _ o
1nC((A)ln)[l eRCEUTAZe investments in the development of new domestic

ources ; ] o) (i ¢
eniggyeg‘t?:bl'ish a strategic petroleum reserve to guard against future
import disruptions; and ", ot Ao sk WS
s (?) authbgize ce,rtain standby authorities to cope with potential
argoes Or energy emergencies. W aal
emA nl;%re detailed%sl;mmar%"of my legislative proposals is enclosed.

My tax proposals already presented by the Secretary of the Treasury
would : ' _ :

(1) place an escise tax of $2 per baxrel on all domestic crude oil and
an import fee of $2 on all imported crude oil and. petroleum products
to help reduce the demand for oil, promote domestic refining and en-
courage the development of new sources of energy ; i

(2) impose a tax on all domestic crude oil in order to capture wind-

11 profits; . ‘ i
v (31; pla‘cé an excise tax on natural gas equivalent to the $2 tax on il
to reduce natural gas demand; iy al i ik

(4) provide additional tax eredits for public utilities to provide
equa} tax treatment with otheér industries and promote the construc-
tion of needed electric generating facilities; oI

(5) provide tax ¢redits for homeowners who install additional insu-
lation to reduce energy consumption;

-
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(6) return to the economy the revenue from energy conservation
taxes to offset higher energy costs, particularly for low and middle
income citizens, and to help restore jobs and production.

The 13 titles of this bill, coupled with appropriate tax measures, are
essential to the eventual attainment of our common goal of energy
independence. Prompt action on all these measures is essential.

I cannot stress too much the sense of urgency I feel about these
proposals and the need for their swift consideration by the Congress
as a basis for the earliest possible enactment into law. Without these
measures, we face a future of shortages and dependency which the
Nation cannot tolerate and the American people will not accept.

Sincerely,

Gerarp R. Forp.

That letter was accompanied by a summary of-proposed legislation
to increase domestic energy supply and awvailability.

'ghﬁ summary addressed the question of standby energy authorities
as follows:

EMERGENCY PREPAREDNESS PROGRAMS

In addition to taking measures to increase domestic sup-
plies, reduce demand and create a strategic reserve system, we
must be in a position to take immediate and decisive actions
to counteract any future energy emergency.

Title X11I would provide the President with certain stand-
by authorities to deal with future embargoes or other energy
emergencies and to carry out the International Energy Pro-
gram agreement, including provisions for international oil
sharing, mutual energy conservation programs, and inter-
national cooperation on various energy initiatives. This title
would include authority to allocate and control the price of
petroleum and petroleum products, promulgate and enforce
mandatory energy conservation programs, ration.petrbleum
products, order increases in domestic oil production, and
allocate critical materials needed for the maintenance, con-
struction and operation of critical energy facilities. All or a
portion of these authorities would be invoked upon a deter-
mination that emergency conditions exist.

Also accompanying the President’s letter of January 30, 1975 was
a fact sheet from which there is extracted the following :

TITLE XIII—STANDBY ENERGY AUTHORITIES
ACT OF 1975
Background

In the fact sheet supplementing the President’s January 15,
1975, State of the Union Message to Congress, legislation was
px:ol;;oged to authorize a number of standby authorities to deal
with significant domestic energy shortages.

Title XIITI of the Administration’s Energy Independence

Act contains this legislation—the Standby Energy Authori-
ties Act of 1975.
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The problem to be solved _

Disruptions in supplies of imported petroleum, whether as
a result of embargoes or other reasons can have severe eco-
nomic consequences for the United States. The President
must possess suf’ficientda.uitf:hox:lty1 to deal with such energy

encies quickly and effectively.

em'ia‘;% Unit(gd Sta{es has entered into an Agreement or an
International Energy Program which provides for coopia.ra-
tion among major oil consuming nations both in dea 'i‘rlxlg
with energy emergencies and in other cooperative efforts. The
authorities contained in the Standby Energy Authorities
Act of 1975 would enable the United States to fulfill its
obligations under this international agreement.

W hat the bill would do 1 s S

Uvon finding that national energy shortage conat
exisi? or are imr%linent which threaten United States national
security or that international obligations require such action,
the President is authorized to

Control private inventories of petroleum.

Order increased domestic petroleum products.

Allocate and ration petroleum products. ey

Promulgate energy conservation plans restricting the use
of energy materials. y

Allocgs?;:e materials needed for energy production and de-
velopment. :

le')ovide for the international allocation of petroleum.

Promote voluntary agreements to fulfill international allo-
cation obligations under an international agreement.

Restrict exports of energy related materials.

The Administration’s Energy Independence Act of 1975 was intro-
duce:l3 in trllllenSenate on February 5, 1975 as S. 594. Title XIII of that
Act, the Standby Energy Authorities Act of 1975, is reprinted below :

PART C—EMERGENCY PREPAREDNESS
TITLE XIII

SHORT TITLE

Sgc. 1301. This title may be cited as the “Standby Energy Author-

ities Act of 1975”.
FINDINGS AND PURPOSES

Skc. 1302. (a) The Congress hereby finds that— :

B (1) di(sr)uptions ir%r the avalfablll{;y of imported or dorp«la{sttlc
nerov supplies, particularly petroleum, pose a serious risk to

smtic()grsl,al sggurits',pand the health and welfare of the American
eo le. N .

F (g) such énergy shortages cause unemployment, inflation, and

other severe economic dislocations and hardships and jeopardize

the normal flow of interstate and foreign commerce ;

-
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(3) disruptions in the availability of imported petroleum sup-
plies also have serious adverse effects upon other major oil con-
suming nations upon whose national security and economic well-
being the national security and economic well-being of the United
States in some measure depends, by virtue of mutual secyrity
arrangements and international trade and monetary relationships;

(4) because of the diversity of conditions, climate, and available
fuel mix in different areas of the Nation, governmental responsi-
bility for developing and enforcing appropriate authorities lies
not only with the Federal Government, but with the States and
with local government ;

(5) the protection and fostering of competition and the pre-
vention of anticompetitive practices and effects are vital during
periods of energy shortages;

(6) existing legal authority and reliance upon voluntary pro-
grams to deal with shortage conditions on an emergency basis
are inadequate to protect the public interests;

(7) new long-term standby legislative authority is needed to
deal with conditions that may be created by disruptions in energy
supplies and thereby to protect the American people and the
economy from serious disruption and dislocation ; and

(8) development of cooperative international programs to
manage energy shortages will combat economic hardships and

contribute to the national security of the United States and other
oil-consuming nations.

(b) The purposes of this title are to grant specific standby authority
to 1mpose end-use ratioming and to reduce demand by regulating pub-
lic and private consumption of energy, and to authorize certain other
ecific temporary emergency actions to be exercised, to assure that
e essential energy needs of the United States will be met in a manner
which, to the fullest extent practicable:

(1) enables the Federal Government to fulfill its responsibilities:
under the Agreement or an International Energy program.

(2) is consistent with existing national commitments to protect

and improve the environment ;
- (8) minimizes any adverse impact on employment ;

(4) provides for equitable treatment of all regions of the coun-
try and sectors of the economy;

(5) maintains vital services necessary to health, safety, and
public welfare; and

(6) insures against anticompetitive practices and effects and
preserves, enhances, and facilitates competition in the develop-

ment, production, transportation, distribution, and marketing of
energy resources.

(¢) Prior to exercising any of the authorities contained in any of the
following provisions of this title:

(1) Section 1304, Control Over Stocks;
(2) Section 1305, Federal Action to Increase Available Do-
mestic Petroleum Supplies;
(8) Section 1306, Allocation and Rationing;
24) Section 1307, Energy Conservation Plans;
5) Séction 1308, Materials Allocation;
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6) Section 1311; International Oil Alloc_ation;
273 Section 1312: Eolmﬁary Agreements; and
8) Section 1316, Exports. d : M
the Présillent is required to makeda ﬁ?dllﬂg I'!'El) tggtabre;sz‘ﬁeozfagtlgegf
ion i i eum or
bt ey y ;mporte o tr ¥ " eonditions exist or are im-
God or sabotage national energy shortage ¢o : i S
ine iwhioh threaten United States national security 8 ¢
gﬁ?g“iﬁe exercise of the standby'ene.rgye auitll‘;(()im&eilggggdﬁ?gﬁirogé
ig title. or (ii) that their exercise 18 Tequ o
(t)};lstlf;ﬂ%ni{eé S)tates under an inter}x:a%onal agreement. The Presi
2 ino shall be transmitted to the Congress. ) e
de%t:; ﬁr\ﬁ?{%«js of this section the term “natl(glal sefumtg:; 22:;:11&1;1
i 0 m
clude the needs of, and planning and preparedness 3 t
ivili ili tive to the national safety
civilian or military energy requirements rela e naf
' tion, the term ‘“national energy
or economy. For purposes of this section, : 2nergy
ficant scope and duération ana o
shortage” means a shortage of signi e hates.
emergency nature causing major adverse inp: ; iy, i
j : i bsection (¢) of this section sha
(d)Any finding made under su (s o The
‘n in effect for a period of more than eightee onths.
rrsl!'tt;:il(lllent may make a Igaw finding under subsection: (c) 11% he finds
that the exercise of authorities pursuant to his initial finding is re-

quired beyond eighteen months.
DEFINTTIONS

s of thistitle: ) i
%f? ’11?.}(1)3 .tk;gwl;xpgrsltz:::” 0metms a State, the District of Columbia,
Puerto Rico, or any territary or possession of the United States.
(2) The term “petroleum” means
(8) Cmde'?ll, liquids, and
1 ul » . 3
Eg; %Z%:d g})aést:ro eum,-products, including but not limited tg
gasoline, naphtha, kerosene, distillates, residual fuel oil, re{ine
Tubricating oils, diesel fuel, unfinished oils, and liquefied petroleum
§"The i s in th aphical sense
t “United States” when used in the geograp ;
me(:)IZS 'flil: Si;g;s, t}::; Districtof C(i)lsumbla, Puerto Rico, and the terri-
bori ] i f the United States. 10
tor(12§ a%%g otsessxsﬁl?‘nggministrator” means the Administrator of the
) yy Administration.
Fe(d gfa’}‘}ﬁntzll"%ny“intemational agreement”’ means the Agreement OITIN an
Tnternational Energy Program, signed by the United States 01}: : o-
vember 18, 1974, including related. annexes and 'protocols, as 9§ﬁ
documents may be amended from time to time in accordance Wi
% te’ll“ﬁlst; “gntitrust law” includes—
® (Ae) ?;fllél act entitled “An Act to protect t’x;ade and gommerce
against unlawful restra%nts and monopolies,” appreved July 2,
: .S.C. 1,et seq.) ; o
18%%9?;15 Act e’ntitlgd- “An Act to supplement existing laws
against unlawful restraints and monopolies, and for other pur-
poses,” approved October 15, 1914 (15 U.S.C. 12, et seq.) ; g
-(Cs the Federal Trade Commission Act (15 U.S.C. 41, et seq.) ;
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(D) sections 73 and 74 of the Act entitled “An Act to reduce
taxation, to provide revenue for the Government, and for other
purposes,” approved August 27, 1894 (15 U.S.C. 8 and 9) ; and

(E) the Act of June 19, 1936, chapter 592 (15 U.S.C. 13, 13a,
13b, and 21A).

CONTROL OVER STOCKS

Skc. 1304. (a) The President may require by regulation, rule, or
order, as a condition to any person engaging in commerce, and in the
business of importing, producing, refining, marketing, or distributing
petroleum, that such person maintain inventories of petroleum in ex-
cess of his normal business or operating requirements,

(b) (1) Any inventories of petroleum required to be maintained by
any person pursuant to subsection (a) of this section may be disposed
of only pursuant to regulation, rule’ or order promulgated by the
President.

(2) The President may order the use, sale, disposal, and allocation
of all or any part of inventories held pursuant to subsection (a) of
this section in order to alleviate domestic shortages, to meet the in-
ternational petroleum allocation obligations af an international agree-
msnt, or for other purposes consistent with this title.

(¢) To the extent that the United States institutes a program of

overnment-owned strategic petroleum reserves, consistent with other
law, the President shall take such reserves into account in determining

the levels of petroleum required to be acquired or retained pursuant
to subsection (a) of this section.

FEDERAL ACTIONS TO INCREASE AVAILABLE DOMESTIC PETROLEUM SUPPLIES

Sec. 1305. (a) The President may, by regulation, rule or order, re-
quire the following measures to supplement domestic energy supplies:
(1) production of certain designated existing domestic oil and
gas fields at maximum practicable rates of production if neces-
sary to meet the objectives of this title: Provided, That produc-
tion shall not be in excess of the currently assigned maximum effi-
cient rate of production unless the President determines that the
types and quality of reservoirs are such as to permit preduction
at rates in excess of the currently assigned maximum efficient rate
for periods of ninety days or more without excessive risk of losses
in ultimate recovery ;
(2) The unitization of production on any oil and gas produe-
ing properties on Federal lands;
<(8) The adjustment of processing operations of domestie re-
fineries to produce particular refined products commensurate with
national needs.
(b) Nothing in subsection (a) of this section shall affect any Naval
Petroleum Reserve subject to the provisions of chapter 641 of title 10,
United States Code, as amended.

ALLOCATION AND RATIONING

Src. 1306. (a) (1) The President is authorized, by rule, regulation,
or order to provide for the allocation of petroleum for such purposes,
and in such amounts, as he may specify.
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(2) The President is authorized, by rule, regulation, or order, to
control the prices of petroleum which is allocated pursuant to the
authority of this section. . I

(b) The President is authorized, by rule, regulation, or order, to
establish a program for the rationing and ordering of priorities among
classes of end-users of such products of rights, and evidences of such
rights, entitling them to obtain such products in precedence to other
classes of end-users not similarly entitled. e

(c) A rule, regulation, or order under subsections (a) and (b) of
this section shall take effect only if the President finds that it is neces-
sary to achieve the purposes of section 1802(b) of this title. .

d) Inissuing rules, regulations, or orders pursuant to the authorit
of this section, the President, to the extent he deems practicable, sha

take into account the need for: A

(1) protection of public health, safety, welfare, environment,
and the national defense; y y ]

2) maintenance of public services and United States industry;
533 preservation of an economically sound and competitive
petroleum industry, including the independent sector;

4) equitable distribution of petroleum at equitable prices; and
f 5; minimization of economic distortion, inflexibility, and un-

necessary interference with market mechanisms. )

(e) In exerciging his authority pursuant to this section, the Presi-
dent shall provide for the making of such adjustments as are prac-
ticable to prevent special hardship, inequity, or unfair distribution of
burdens, and shall establish procedures which are available to any
person for the purpose of seeking an interpretation, modifications,
rescission of, exception to, or exemption from, such rules, regulations,
and orders. Such procedures may include procedures with respect to
such local boards as may be authorized to carry out functions under
this subsection pursuant to section 1317 of this title. L

(f) No rule, regulation, or order under this section may impose
any tax or provide for a credit or deduction in computing any tax.

ENERGY CONSERVATION PLANS

Sec. 1307. (a) (1) (A) Pursuant to the provisions of this section,
the President may promulgate by regulation, one or more energy
conservation plans in accord with this section which shall be designed
(together with actions taken and proposed to be taken under other
authority of this or other Acts) to result in a reduction of energy con-
sumption. For purposes of this section, the term “energy conserva-
tion plan” means a plan which imposes restrictions on the public
or private use of energy which are necessary to reduce energy
consumption. J ’ )

(B) No energy conservation plan promulgated under this section
may impose rationing or any tax or user fee, or provide for a credit
or deduction in computing any tax. 2

(2) An energy conservation plan shall apply in each State, except
as otherwise provided in an exemption granted pursuant to such
plan in cases where a comparable State or local program is in effect,
or where the President finds special circumstances exist.

{8).An energy conservation plan may not deal with more than one
logically consistent subject matter,
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(4) An energy conservation plan shall remain in effect for a peri
speeified in the plan unless earlier rescinded by the Presidenptfrll)ac:
shall terminate in any event no later than eighteen months after such
plan first takes effect unless renewed in accordance with this section.

(b) The President shall transmit any energy conservation plan to
each House of Congress on the date on which it is romulgated.

l(c) In promulgating any energy conservation le)an orarationing
rule, regulation, or order, under the authority of this title, the Presi-
ggﬁfn :Il:xg,tl]e(,i to thetgxtelllgogr?)ctlcablﬁ, take into account the factors

ated in section of this ti i
economio impaets i iy o L ) 18 title as well as the potential
A) the fiscal Integrity of State and local government ;
B) vital industrial sectors of the economy; !
g irﬁlployment; v
& economic vitality of regional, State, and local ar
E) the availability and price of cons : i i,
é o rodina cunt o 31 ek consumer goods and ser viees;
(G competition in all sectors of ind ustry ;
ég)timall bu]smess; and ’
) the supply and availabilit g ees
fuel or as feedstock for industry. hsmioon 0 A oo TOF

MATERIALS ALLOCATION

Sec. 1308. (a) The President is hereby authar
authorized (1 i
:};?tlperformance. under contracts or ordgrs (other thal(l Zzofl(:;r;i%lsu;g
ployment) which he deems Niécessary or appropriate to promote

formance, and ( 2) to allocate materials and facilities i

or appropriate to increase domiestic ener supplies
.. pon exercise of authority under su%
resident shall report to the Congress with

in which the authorities contained i
i 1 in sub i i
istered. This report shall include bnt nots?f:lo'u R b

peals, the criteria for determinin _priorities

rec(]iuests, the office or agency which will administer such authoritie%

and the effect of such 1 i
por ch allocations on allocation programs authorized by

) e(c(%igt?i% 3&%}:12?5?1;?3 ilril eghisf section may not be used to control
m‘arkétg)lace unless thg‘Presigent ﬁ?ldgi?tr—lfls *1¢, Saripiment. in the
such supplies are scarce, critical

‘or further exploration, producti
conservation of ener, ’sgppﬁ:;tg-nfozethe col i AR

tenance of energy faci ities; and DR Ol Enh maln.

maintenance or furtherance i
[ of exploration i
refining, transportatlon, and conservation (?f energy,ssgg(liil;:t;%ra

and essential to maintain
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i ' i cilities during the

nstruction and maintenance of energy faci |
g}aizre b shortage cannot reasonably be accomplished withont ex-
ercising the suthority specified in subsection (a) of this section.

PROHIBITIONS ON TUNREASONABLE ACTIONS

i i is title resulting
£c. 1309, (a) Action taken under authority of this title r

inSthg a]locat_gm)l of petroleum and electrical energy among(;i cllasieb;ctg
users or resulting in restrictions on use of petrolﬁu.m.an electr %)
energy among clagses of users or resulting in resirictions mi) use'b_l_
petroleum and electrical energy, shall be equitable, sh.s_mll_not e n:) bi»
trary or capricious, and shall not unreasonably dlscnmm;\ e amrc;q
classes of users. unless the President determines that such a.an 1\;
would be inconsistent with the purposes of this title or othe;'l e t?m
laws and publighes his findings n the Federal Registor. A 3«_}& .1911.‘?
shall contain provisiens designed to foster reciprocal ar&d non 1scrngs
inatory treatment by foreign countries of United States perso
anesa el in commerce. i :
m( b) Tc:“the maximum extent practicable, any restrietion on the }1.:(
of energy shall be designed to he carried out in such manner sof as 1(:
be fair and to create a reasonable distribution of the burden o suc
restriction on all sectors of the economy, without 1mposn.1{tiz an {imttea-
sonably disproportionate share of such burden of any spggx cl in ;15 ryt,
business, or commercial enterprise, or on any individua se,,mgn1
thereof and shall give due consideration to the needs of gommerclzi, !
retail, and service establishments whose normal function is to supp \;
goods and services of an essential convenience nature during times o
day other than conventional daytime working hours.

REGULATED CARRIERS

_1310. Within twenty days after the date of the exercise of any
ofstﬁg ;i?thorities cited in s%ctioxg 1802(c) of this title, the Civil Aero-
nautics Board, the Federal Maritime Commission, and the Interstate
Commerce Commission shall report to the President and the appro-

riate committees of the Congress an the need for removal of or addi-
tional regulatory authority in order to conserve fuel while continuing
to provide for the public convenience and necessity. Each such report
shall identify with specificity— : :
(1) the type of regulatory authority needed; .
(2) the reason why such authority 1s needed ; !
(3) the probable impact on fuel consumption of such author-

1ty('4) the probable effect on the public convenience and necessity
; thority ; and ) "

i ?gght%:& comge,titive. impact, if any, of such authority. Each

such report shall further make recommendations with respect to

changes in any existing fuel allocation programs which are

deemed necessary to provide for the public convenience and neces-

sity during such period.

INTERNATIONAL OIT; ALLOCATION

.

; 3 ] . ident
_1311. Notwithstanding any other provision of law, the Presi
issa:fl(t},horized to require by rule, regulation, or order such action as may
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be necessary for implementation of the obligations of the United
States under an international agreement with regard to the interna-
tional allocation of petroleum to other couritries in such amounts and
at such prices as are specified in (or determined in a manner pre-
scribed by{ such rule, regulation, or order. Such rule, regulation, or
order shall appply to all persons subject to the jurisdiction of the
United States. Such rulé, regulations, or order may apply to all petro-
leum destined, directly, or indirectly, for import into, or produced in
the United States and shall remain in effect until amended or rescinded
by the President.

VOLUNTARY AGREEMENTS

Sec. 1812. (a) The President is authorized to consult with ewners,
directors, agents, employees, or representatives of two or more persons
engaged in the business of produting, refining, marketing, or distribut-
ing petroleum products, with a view to encouraging the making by
such person, with the approval of the President, of voluntary agree-
ments and programs to carry out the objectives of any international
agreement dealing with the subject matter of section 1311 of this title.

(b) There shall be available as a defense to any action brought under
the antitrust laws or any similar State laws arising from any meeting,
conference, communication, or agreement held or made for the purpose
of making or carrying out a veluntary agreement or program pursuant
to this section of this title, that such meeting, conference, communica-
tion, or agreement was carried out or made in accordance with a request
of the President pursuant to the provisions of subsection (c) of this
section.

(c) Whenever, for the purpose of making or carrying out a volun-
tary agreement under this title, owners, directors, officers, agents, em-
ployees, or representatives of two or more persons engaged in the
business of producing, refining, marketing, or distributing petroleum
meet, ¢onfer, communicate, or agiee in such a fashion as might other-
wise be construed to constitute a violation of the antitrust Iaws, such
persons may do so pursuant to a request of the President, whch request
shall specify and limit the subject matter and objectives of such meet-
ing or meetings, conferences, or communications. Moreover, full notes
or minutes of any such meeting, conference, or communication shall be
taken and deposited, together with a copy of any agreement resulting
therefrom, with the President and the Attorney General.

(d) The authorities granted in subsection (c) of this section shall
be delegated only (1) to officials who shall for the purpose of such
delegation be required to be appointed by the President%y and with
the advice and consent of the Senate, unless otherwise required to be so
aﬁ)pointed, and (2) upon the condition that such officials consult with
the Attorney General and the Chairman of the Federal Trade Com-
mission not less than ten days before any request for a meeting, con-
ference, communication or agreement for the purpose of making a
voluntary agreement under this title, and (3) upon the condition that
such officials obtain the continuing approval of the Attorney General
to the voluntary agreement and to any request for meetings, confer-
ences, communications or agreements for the purpose of making or
carrying out a voluntary agreement under this title, and that general
regulations be promulgated by.such officials for action to be taken
under this title subject to consultation with the Federal Trade Coni-
mission and the approval of the Attorney General.
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IMMUNITIES

Skc. 1313. (a) In any action in any Federal or State court for
breach of contract or fzr any other cause of action (including an
action brought under the antitrust laws or any similar State laws) 1n-
volving measures taken to comply: with the provisions of this title, or
with any rules, regulations or orders issued gursua,nt to this title, the
party defendant shall be entitled to plead that the alleged breach or
other cause of action was the result of action reasonably taken in order
to comply with the provisions of this title, and such plea when estab-
lished shall be a complete defense against the action.

(b) All meetings, conferences, or communications among Owners,
directors, agents, employees, or representatives of two or more per-
sons engaged in the business of producing, refining, marketing, or
distributing petroleum produets, held for the purpose of implement-
ing an international agreement, or carrymg out a voluntary agree-
ment approved under section 1312 of this title, shall be exempt from
the provisions of sections 9, 10, and 11 of the Federal Advisory Com-
mittee Act, and section 17 of the Federal Energy Administration Act.
All records of such meetings, conferences, or communications and
all agency records relating thereto shall not be subject to the public
access requirements of section 552 of title 5, United States Code, unless
the President determines that disclosure of such records would not
adversely affect the foreign policy interests of the United States.

INTERNATIONAL COOFERATION

Sgc. 1314. The President, in cooperation with participating coun-
tries of the International Energy Agency, is authorized to encourage,
support, and promote the planning and conduct of appropriate joint
projects and cooperative programs in the United States and in for-
eign participating countries, including but not limited to projects
and programs related to the conservation of energy, accelerated devel-
opment of alternative sources of energy, energy research and develop-
ment, and the supply of natural and enriched uranium.

EXCHANGE OF INFORMATION

Src. 1315. (a) Except as provided in subsections (b) and (c), and
notwithstanding any other provision of law, the Administrator, after
consultation with the Attorney General may provide to the Secretary
of State, and Secretary of State is authorized to transmit to an ap-
propriate international organization or foreign country the informa-
tion and data related to the energy industry certified by the Secretary
of State as required to be submitted under an international agreement
to which the 8nited States is a party.

(b) If the President determines that the transmittal of data or

information pursuant to the authority of this section would prejudice

competition, violate the antitrust laws, or be inconsistent with United
States national security interests, he may require that such data or
information not be transmitted.

(c). Information and data the confidentiality of which is protected
by statute, shall not be provided by the Administrator to the Secretary
of State under subsection (a) of this section for transmittal to an
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international organization or foreign country, unless the Administ

. . a-
tor has obtained the specific concurrence ofyéhe head of any depal;'t-
mfﬁlt or agency which has the primary statutory authority for the
collection, gathering or obtaining of such information and data. In
making a determination to concur in providing such information and
data, the head of any department or agency which has the primary sta-
tutory authority for the collection, gathering of obtaining of such in-
formation and data, shall consider the purposes for which such
information and data was collected, gathered and obtained, the confi-
dentiality provisions of such statutory authority, and the international
pb%lgatut)}ls of the United States with respect to the transmittal of such
21(1) ?(;f;nl—l% ion and data to an international organization or foreign
d) For the purposes of implementin, i i

5 ) g and carrying out the obliga-
t;:)ns' of the United States under an internationaliyaggeement, the g:-
thority to collect data granted by sections 11 and 13 of the Energy
Supply and Environmental Coordination Act and the Federal Energy
ﬁg}:}rll;ﬁist;:txora %ct :ﬁspectlvely, shall continue in full force and effect

h gard to the provision i 1
pco AL p 1ons of these Acts relating to their
FXPORTS

Skc. 1316. (a) The President is authorized b

S 6 rule or order, to re-
strlmé: exports of coal, natural gas, petroleum progucts, and petro’chemi-
‘ciat eedstocks, and of supplies of materials and equipment which he
de ermines to be necessary to maintain or further exploration, pro-

uctign, refining, transportation, and conservation of domestic ener
supplies and for the construction and maintenance of energy facilities
:legllll;?legh:o Igglted States, under such terms and conditions as he de-
thi(sbtitle. appropriate and necessary to carry out the purposes of
) In the administration of the restrictions under subsecti
) h ) subsecti
c(a}f this section, the President may direct and, if so, the Secietz.l:'y(%)f
an(;lmajnuglli?ﬁiliménéstl;mbqpsﬁ Eugh :}fStECtionS pursuant to the procedures
es establishe ini i
-+ (ar;leiz{ded. y the Export Administration Act of 1969,
¢) Rules or orders of the President under subsection (a i
C 7 of th

section and actions by the Secretary of Commerce pursuantg tz) subseclj
tion (b) of this section shall take into account the historical trading
relations of the United States with Canada and Mexico.

ADMINISTRATIVE PROCEDURE AND JUDICIAL REVIEW

Sec. 1317. (a) (1) Subject to paragraphs (2), (3), an i
subsection, the provisions of subchagpteg II(o}f,c(hzzl;terd5 (gc‘x? :iilﬁ,hl;
United States Code. shall apply to any agency rule, or regulation, or
any order having the applicability and effect of a rule as defined in
section 551(4) of title 5, United States Code, issued under this Act.

(2) Notice of all proposed substantive agency rules and orders of
general applicability described in paragraph (1) shall be given by
publication of such proposed rule or order in the Federal Register. In
each case, a minimum of 10 days following such publication shall be
p;'owgied for opportunity to comment; except that the requirements
of this paragraph as to time of notice and opportunity to comment
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may be waived where the President finds that strict compliance would
seriously impair the operation of the program to which such rule or
order relates and such findings are set out in such rule or order. In
addition, public notice of all rules or orders of general applicability
described in paragraph (1) of subsection (a) which are promulgated
by officers of a State or political subdivision thereof or to State or local
boards pursuant to this Act shall to the maximum extent practicable
be achieved by publication of such rules or orders in a sufficient num-
ber of newspapers of statewide circulation calculated to receive widest
possible notice.

(3) In addition to the requirements of paragraph (2), unless the
President determines that a rule or order described in paragraph (1)
is not likely to have a substantial impact on the Nation’s economy or
upon large numbers of individuals or businesses, an opportunity for
oral presentation of views, data and argument shall be afforded. To
the maximum extent praéticable, such opportunity shall be afforded
prior to the implementation of such rule or order, but in all cases such
opportunity shall be afforded no later than forty-five days after the
imiplementation of any such rule or order. A transcript shall be made
of any oral presentation.

(4) Any officer or agency authorized to issue rules or orders de-
scribed in paragraph. (1) shall provide for the making of such ad-
justments, consistent with the other purposes of this title as may be
necessary to prevent special hardship, inequity, or an unfair distribu-
tion of burdens and shall in rules prescribed by it establish procedures
which are available to any person for the purpose of seeking an inter-
pretation, modification, or rescission of, or an exception to or exemp-
tion from. such rules and orders, If such person is aggrieved or ad-
versely affected by the denial of a request for such action under the
preceding sentence, he may request a review of such denial by the
officer or agency and may obtain judicial review in accordance with
subsection (b) or other a;\)' licable law when such denial becomes final.
The officer or agency sha Ein rules prescribed by it, establish appro-
priate procedures, including a hearing where deemed advisable, for
considering such requests for action under this paragraph.

(b) The procedures for judicial review established by section 211
of the Feonomic Stabilization Act of 1970, as amended, and section 5
of the Emergency Petrolenm Allocation Act of 1973, shall apply to
proceedings nnder this title, as if such proceedings took place under
those Acts. Such procedures for judicial review shall apply notwith-
standing the expiration of the Economic Stabilization Act of 1970, as
amended, or the Emergency Petroleum Allocation Act of 1973.

(e¢) In addition to the requirements of section 552, title 5, United
States Code, any agency authorized by this title to issue the rules,
regulations, or orders described in paragraph (1) of subsection (a)
shall make available to the public all internal rules and guidelines
which may form the basis, in whole or in part, for anv rule or erder
with such modifications as are necessary to insure confidentiality pro-
tected under such section 552 of title 5. TTnited States Code. Such
agency shall, upon written request of a petitioner filed after any grant
or denial of a request for exception or exemption from rules or orders,
furnish the petitioner with a written opinion setting forth applicable
facts and the legal basis in support of such grant or denial. Such
opinions shall be made available to the petitioner and the public
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within thirty days of such r i i

¢ equest and with such i
necgssarx to insure confidentiality of informati:)rxllo%f:tzgt%?is ﬁs sm
such section 552 of title 5, United States Code. v

PROHIBITED ACTS

Skc. 1318. It shall be unlawf
) 8. 1 i ul for any person to violat i
isxlaon of this title or to violate any rule, regulation, or ::-«ge:n{irll):l?l‘g-
€ an energy conservation plan), issued puxm’lant t )
e ol o any such
ENFORCEMENT

Sec. 1819. (a) Whoever viol iSio;
1319. lolates any provision of this titl
o e oyt s i, L
E 0 an or each violation.
( lag){n'lg?rer }vslxll?ully violates any ’provisions of this titlg or rules
mmgu s orders promulgated pursuant thereto, shall be fined not
o(re) . :nh$ll?,l())00 for each violation. ; ac ey
. \¢) 1t shall be unlawful for any person to offer f istri
| ; or sal
:)1; ;;mgeizzuaﬁ{ig;ogs:ﬁz ((i)r commmélty iri violation ofea?lra%;‘igégg}:
] ) Jpursuant to this title. ] v
= %Zé&gg{oaélgivglg‘fullﬁ'v;olates this subsectione aﬁtgg h%e\:isx?g g‘e};r?
_ nalty for a pri iolati isi
7 ally 1or a prior violation of t}
zo :Igoggd&:‘af $rg,(g)1§3510n. 18 1ssued pursuant to this tliet!lza;ﬂ:ltl)g?flisrlxgg
Btk A Or imprisoned not more than six months, or

d) Whenever i
3 (th)e er?lflrilf]‘i’etl 1tt appears to any person authorized by the President
i, Strator to exercise authority under this title that an
i actl:s t())rrg;!;;i:\i‘;éon hastgfgaged. 1s engaged, or is’about tg
es constituting a violation of this tj
i ‘ 0 18t
person may request the Attorney General to bring an acsti;;lei’ns%fl};

out bond. Any such court m issu
: ] ay also is
manding any person to comply. with any provision of this title.

DELEGATION OF AUTHORITY, AND EFFECT ON STATE LAW

Skc. 1320. (a) Within twent d i
. St : t ays following the date -
:'nger(x;fzrlg:a\llln;i;;d Sliclflllg? 1f.‘3(}2_(c§7 of this title, tﬁe Pres?den?;'fn?ayfrinl?y
oot 1 Y tor interested persons to make oral presenta-
(1) establishing for delegati i i
egation of his functi i
g}\lcet ‘t:;g rzgnchst or alocal bﬁards (of balanced compos(i)tginulr-le(}gcttigl;
ke Yy as a whole) of States or political subdivisions

2) establishi R
! <Sh )dele gaatilsg.mg procedures for petitionting for the receipt of

(b) (1) Offices or local boards of S i
; ) tates or politi ivisi
;;}:‘gg‘;ic&fl; r(fégl}zivmgt. :'he _esta!)hshment of criterig f;rlcszalz%:g}o‘gsgﬁ
: petitioning in accordance with subsecti i
section, may petition the President for the receipt ofcs:;::% d:}eggtggrlis

(2) The President ma - . . !
in thirty days of its r%c%ri.;?.t any properly submitted petition with-
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(c) No State law or State program in effect on the date of enact-
ment, of this title, or which may become effective thereafter, shall be
superseded by any provision of this title or any regulation, order,
or energy conservation plan issued pursuant to this title except inso-
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1307 of this title, the President shall i
] ' to the maximum ext i
develop 1conflmgency plans in the nature of descriptive :neaﬁ;gsagtfl?al’
(1) the manner of implementation and operation of any such

far as such State law or State program is inconsistent with the pro- aufgorit}.;)’; o
visions of this title, or such a regulation, order, or plan. 2k )la.n‘? anticipated benefits and impacts of the provision of

?
3) the role of State and local governments ;
. he Procedures for appeal and review; and
the Federal officers or employees who will administer any

GRANTS TO STATES

Skc. 1821. (a) The President may provide financial assistance in
accordance with this section for the purpose of assisting eligible State
or local energy conservation programs. . -

(b) In order to facilitate State involvement in conservation pro-
grams authorized under this title, financial assistance may be pro-
vided to each State. In determining amounts of financial assistance to
be provided the following factors shall be considered : [

(1) population of State in relation to the total population of the
Unite<f SIt)ates; ] : !

(2) estimated costs (if any) to be incurred by any State in
carrying out federally mandated conservation programs; and

(8) overall State need for conservation programs in relation
to energy supply/demand. ; |

(c) A State is eligible to receive financial assistance for energy
conservation programs pursuant to subsection (a) of this section In

lan.
A bg( 1) Within one hundred and ei i '
in o ghty days foll
Z;;i%g?il;tgf g:;s i:)ltle,. gndt at }fulclzh otbher timeg, as th: vlz'lrlzagigel;tdg::rg:
° tresident shall submit to the C
Eppropriate, ] ; ongress such con-
b x%eebeg’ng (;lzrsmllr;tggf:ordance with subsection (a) ofg this section as

EXPIRATION

Sec. 1323. The authorit is ti
1328. y under this title to prescrib
regulation, or order, to take action under this titl(li), or to :n?gx?;erlele,

such rule, regulation, or order, shall expire at midnight, June 30, 1985
)

but such expiration shall not affect any action or pending proceedings
Y

civil or criminal, not finally determined on such date, nor any action

or proceedin : A J
Junlé 30, 1985? based upon any act commlttgd prior to midnight.

any fiscal year if the State complies with regulations of the President
issued under this section. B

(d) Within sixty days after the date of enactment of this title, the
President shall issue, and may from time to time amend, regulations
with respéct to financial assistance for energy conservation programs
which include criteria for such programs. _

(e) Any amounts which are not expended or ¢committed by a State
pursuant to subsection (b) during the ensuing fiscal year shall be re-
turned by Such State to the President.

(£) (1) Each recipient of financial assistance under this section shall
make such reports as the Administrator shall prescribe.

(2) The Administrator and the Comptroller General of the United
States, or any of their duly authorized representatives shall have
access for the purpose of audit and examination to any books, docu-
ments, papers, and records of such receipts.

(g) The Administrator shall insure that any funds appropriated
for grants to States under this section shall be available for the pur-
pose of making grants to States to which the Administrator has dele-
gated authority under section 1320 of this title, or for the administra-
tion of appropriate State or local energy conservation, rationing or
allocation programs which are the basis of an exemption made pursuant
te section 1307(a) (2) of this title from a Federal energy conservation
plan which has taken effect under section 1307 of this title. The Admin-
istrator shall make such grants upon such terms and conditions as he
may prescribe by rule.

CONTINGENCY PLANS

Sko. 1822. (a) In order to fully inform the Congress and the public
with respect to the exercise of authorities under sections 1306(b) and

AUTHORIZATION OF APPROPRIATIONS

Skc. 1324. There are hereb i
itds eby authorlz.ed to be appropriated such
e s are necessary for implementation of the provisions of this

SEVERABILITY

Sec. 1325. If any isi is ti
25. provision of this title, or the applicati
t?}lllghr };rrlow?;on to any person or circumsta,nce, sha.llpgel cl?ellsnix(l)xfa?il:ly
emainder of this title, or the application of such provision to

persons or circumstances e ! i
shall not be affected thereg;l.ler than thoso as to which it is held nvalid,

TRANSFER OF AUTHORITY

Sec. 1826. In accordance with secti
C. . : ction 15(a) of th
Ill\a(%?mlﬁztratmn Act (88 Stat. 108 and 109)(th)e Pres?dlz‘g%?i?a{lflggi
y Where applicable and not otherwise provided by law, an apprg:

priate Federa agency to carry out th, isi i
. - e i
termination of the Federal En)érgy Ad&%&iﬁ?&gf = el

EFFECT ON OTHER LAWS

Suc. 1327. Nothing in this Act sh

: all be const imi

%gglty granted to the President in the Defgiszug-g?ll}éﬁég ag.{tauf-

widh’ &Seﬂi:ﬁlg;dAg ioagfﬁghgogIZ%;%) % sCection 5(b) of the Tradil?g

sion Act of 1900, as,amended ? T 195a), the Trade Expan-
.C. 1801~

0f£ 1974, or the Emergency Petroleum Allocation i?:g]é)f’lg’}%.dee i



XI. MINORITY AND ADDITIONAL VIEWS

MivoriTy Views oF SEnaTors FannNin, Hansen, McCrLURE,
AND BARTLETT

SUMMARY OF OBJECTIONS TO 8. 622

We are opposed to S. 622 for the following reasons: (1) Instead of
engaging in a bipartisan effort to develop national energy emergency
legislation, the committee reported out a bill inviting a veto; (2)
The Section 123 revised Congressional veto procedures for oil price
controls is full of mischief; (3) The extension of the Emergency Pe-
troleum Allocation Act is unnecessary, and a shirking of Congres-
sional responsibility ; (4) The Title IT conservation program is wholly
inappropriate; (5) Section 106(5? (1) authorizes an unconstitutional
seizure of private property; (6) The Section 121 international volun-
tary agreement procedures are inadequate and unworkable

1. Instead of engaging in a bipartisan effort to develop national energy
emergency legislation, the committee reported out a bill inviting
@ veto

As in two earlier versions of this legislation, what began as a good
faith effort to reach bipartisan agreement on a standby energy emer-
gency bill became a bill to frustrate, rather than expedite, domestic
energy self-sufficiency. Specific provisions will be discussed in detail
below.

First, however, it would be useful to review the curious political his-
tory of this legislation.

I}t'; has always been marketed by its sponsor as “critical, urgent legis-
lation”. It too was treated in its initial stage as a bipartisan project,
but by the inclusion of many extraneous matters, including citizens’
suits and price rollbacks, became unacceptable and was vetoed.

S. 326’?. Congressional price rollback proponents reintroduced
S. 2589 in the new version as S. 3267 which also, following inconclusive
negotiations with administration officials, contained a whole series of
unacceptable provisions. This caused termination of the negotiations
and failure of the bipartisan approach. It also caused S. 8267 to die
after being taken up on the Senate Floor, apparently because its spon-
sor feared either defeat or another veto.

Thus, in the form of S. 2589 and S. 3267, S. 622 has had a history of
failure because its sponsors have insisted upon including provisions
which not only detract from the primary purpose of the legislation,
but are veto-inviting and counterproductive.

Once again the Administration agreed to sit down with the Interior
Committee staff with a view toward reconciling differences. For sev-
eral days and evenings in February, the negotiations were resumed in
order to combine the best features of S. 622 and S. 620, the Adminis-
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tration’s version of the Standby bill. Issues not agreed upon are later

i d in these views. ) ) s 1
dlsfcillllis?iui'lilng the markup in Executive Session, the administration’s
position was not accepted and unacceptable amendments were added to
the bill.

1. Section 183 “We made a mistake” ol e oA
ked about the compelling necessity of including Section
ingl}éet?iﬁs i:s c%lief sponsor szlt)id, “We made a mistake”. The “mistake”
it was exf)lained, was that in drafting the final version of the Emer-
gency Petroleum Allocation Act, there was a provision for only a five
day Congressional review and possible Congressional veto of proposed

i ‘on action dealing with certain oil price control and alloca-
:glr?lileiz'%:?i?ms. The appar%nt implication was that Congress really
wanted & ten day review, but mistakenly asked for only a five day
review. . ; ’

' us that the real mistake is that the Congress doesn’t
hagé S:rinéi::gy policy. It is not only afraid to admit it, but is also
afraid to support the administration’s energy policy or delegate it
sufficient authority to make the decisions which can turn the nation
around and get it back on the road to energy self-sufficiency. -

S. Res. }5—Sec. 123 certainly is one mistake, bl’lt there 1s another.
The other mistake is that in four years the Senate’s monumental Na-
tional Fuels and Energfy Study has yet to produce a single recom-

tion or finding of fact. :
mesn.dgggn‘& was ajopbed by the Senate on May 3, 1971. It commis-
sioned a National Fuels and Energy Study specifying the scope of t}lxg
subject matter to be investigated and ordered that the study shou
be conducted by the Interior Committee with ex officio representatl?ln
involving the Chairman and the Ranking Minority Member of the
Committee on Commerce, Public Works, and Senate Members of the
Joint Committee on Atomic Energy. S. Res. 45 required a report to-
gether with recommendations for legislation and authorized appro-
priations for such a study through February 29, 1972.

S. Res. 231 of March 6, 1972, extended the study for another I;lvea,r
and specifically directed that “the Committee should report its find-
ings, together with such recommendations for legislation as 1t deems
advisable, to the Sengte”at the earliest practicable date, but not later

n February 28, 1973.
thaSI.1 IF%‘es 33 rv'zas aidopted by the Senate on February 22, 1973, and ex-
tended the study for another year requiring a report not later than
{ 1974,
I‘eg.m:llg:sy., %3:5 was adopted March 1, 1974. Tt extended the study and
required a report not later than February 28, 1975. But not even an

interim report has yet been prepared.
JI1. Section 129— Adequate time” another shirking of congressional
responsibility .
Section 122 extends the life of the Emergency Petroleum Allocation
Act until June 30, 1976. It is to be recalled that this Committee ex-
tended the Act last year to August 31,1975, in S. 3717. The Committee
then announced in its report on S. 3717 that—

the purpose of the proposed four month extension, there-
fore, is to provide adequate time for the new Congress and
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the Executive Branch to review the Act and make a definitive
decision as to its extension for a longer period of time, either
in its present or a modified form. The Committee is already
aware of a number of proposed amendments to the Act. Other
changes will undoubtedly be proposed in the months ahead.
The Committee believes that it is too soon to make basic
changes in the Act and that proposed changes should be con-
sidered next year in light of more extensive experience with
the Act. Accordingly, it is proposing a short extension with-
out amendments.

Apparently, the Committee feels that the first eight months of 1975
is not enough time to “review the act”.

Several members of the majority and minority requested hearings
on the Emergency Petroleum Allocation Act before taking any action
to extend it beyond August 31, 1975, or to amend it. It was thought by
those making the request that eight months was enough time to act
on a bill. The Committee, however, apparently felt that eighteen
months would be necessary to review the act, but at the same time felt
it was urgent that that act be amended anyway without benefit of
hearings. - .

Our feelings regarding the Emergency Petroleum Allocation Act
have not changed since last August when we expressed the following
views:

At the request of the Administration, we voted to extend
the expiration date of the Emergency Petroleum Allocation
Act from February 28, 1975, to June 80, 1975. Our sole pur-
pose for voting to support the four month extension was to
provide an additional period of time in which to proceed with
an orderly and complete phase out of all price and allocation
controls. No other amendments than the mere four month
extension were contemplated or agreed upon in conversa-
tions between Administration officials and members of this
Committee on both sides of the aisle. The Administration
position as we understood it, is as follows:

1. The expiration date of the Emergency Petroleum
Allocation Act would be extended to June 80, 1975.

2. Between now and that date the Administration
should proceed with an orderly total phase out of price
and allocation controls to be com leteg by June 30, 1975.
In the immediate future the Agministration will give
priority attention to developing regulations to remove
many of the inequities which have resulted from the
A’ft’ including the two tier pricing system for crude
oil.

The Emergency Petroleum Allocation Act by its very title
was intended to be an emergency measure to deal with a tem-
porary petroleum fuels shortage which now has ended. That
such was what was contemplated is clearly borne out by Sec-
tion 2 of the Act which reads as follows:

Skc. 2(a) The Congress hereby determines that—

(1) shortages of crude oil, residual fuel oil and refined
petroleum products caused by inadequate domestic pro-
duction, environmental constraints, and the unavailabil-
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ity of imports sufficient to satisfy domestic demand, now
exist or are imminent; Y

(2) such shortages have created or will create severe
economic dislocations and hardships, including loss of
jobs, closing of factories and businesses, reduction of
crop plantings and harvesting, and curtailment of vital
public services, including the transportation of food and

other essential goods; and § ! . y g

(3) such hardships and dislocations jeopardize the
normal flow of commerce and constitute a national energy
crisis which is a threat to the public health, safety, and
welfare and can be averted or minimized most efficiently
and effectively through prompt action by the Executive
branch of Government.

(b) The purpose of this Act is to grant the President of the
United States and direct him to exercise specific temporarg'
authority to deal with shortages of crude oil, residual fuel oil,
and refined petroleum products or dislocations in their na-
tional distribution system. The authority granted under this
Act shall be exercised for the purpose of minimizing the ad-
verse im}iact's of such shortages or dislocations on the Ameri-
can people and the domestic economy.

e voted against the bill at the time because we felt that
the bill, at best, would only spread shortages around. Addi-
tionally, we felt that should the Federal Governmerit inter-
vene in the marketplace by imposing regulations affecting
supply and price, no matter how benignly, such intervention
was intended, unforeseen inequities would result and the
shortage would be exascerbated.

The one day of hearinfs on this bill contained much testi-
mony enumerating and describing the inequities which have
resulted from the Act. These remarks plainly show both that
the legislation was intended to deal with a petroleum fuels
emergency which no longer exists and that the wisdom of
federal regulatory intervention in the marketplace even under
the then existing fuel shortage was questionable.

To continue to rely upon legislative authority designed to
be limited to emergency fuel shortages in times of a reported
surplus is unwise and unjust. Accordingly, we support the
four months extension of the Act only to insure that the phase
ou(('i of1 price and allocation controls will be both complete and
orderly.

In retrospect, our primary mistake was in voting for the four months
extension in the first place. Had we knowh that we would be faced
with a further extension, without hearings, in the Ninety-Fourth Con-
gress, we would have chosen instead to debate S. 3717 at length on the

floor.

IV. Title II—*A conservation charade”

Again, without benefit of hearings or even reading what they ap-
proved as Title IT, the Committee made an eleventh hour decision to
Improvise a conservation title. Before the ink was dry on a last minute

-
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staff draft, the Committee voted to adopt it. The Committee bought a
pl%}n a lpoke and is now trying to sell it to the administration.

Title 11 follows the “no standards” pattern of the Emergency Petro-
leum Allocation Act. It tells the administration to “conserve” as the
other act told the administration to “allocate”. It does not say how
much, where, when, or how. It just says, “Administration, go do a job
on conservation. We don’t know enough to tell you what to do or how
to do it, but we declare that the need to conserve energy is urgent and
we want thirty days to veto whatever program you yourself devise”.

We invite our colleagues to read carefully Title IT in its entirety.
_Fo‘r example, Section 201 states that one of the purposes of Title IT
is “to declare an interim national conservation policy”. But nowhere
in STlttl'e II2 6; tllxlere colrlltained such a policy.

ection allows the President to design energy conservation pro-
grams and regulations if he wants to, but if h
nglts thirty da(tys to veto each one. x 7 g e
ection 202 (a) (4) confines each Presidential conservation pr
to a metaphysical standard termed “one functionally disCretg s%ll))?:z%
matter or type of action.” This is about as useful a guideline as pro-
posing “one functionally indiscrete subject matter or type of action”.
The clear purpose of the language is to preserve the option of a Con-
gressional veto for each detail of what should properly be a compre-
he§s1zre 1;1te%£ated national conservation effort.

Note also the inconsistency between the “functionally discrete” re-
striction in Section 202 (8) (4) and the functionally exgansive under-
taking prescribed in Section 202 (a) (2) (E) suggesting that the Presi-
dent establish “standards and programs to increase industrial efficiency
in the use of energy”. On the one hand, the Committee is trying to re-
strict th’e President’s autherity to ensure that he is acting “funct?onall
discrete”, but, on the other hand, the Committee is urging the Presi-
dent to develop functionally indiserete eonservation standards and
programs for the entire multibillion dellar United States industrial
establishment. Once again, the Committee does not tell the President
what he sheuld do or how he should do it. This is a remarkable default
of Congressional policymaking responsibility.

The hypocrisy of Section 202 ig revealed in Section 203. Section 20%
urges the President to do something in the way of conservation by
preseribing a shopping list of Vﬁue ossibilities but prevents the
implementation of eacl for thirty days, I'?[‘hen in Section 208 the Com-
mittee would have the FEA Administrator, the Secretaries of Housing
and Urban Developmenit, Conimerce, Interior, Transportation, Health
Education and Welfare, Freasury and other “appropriate” agen(:};
heads to promulgate within three months of enactiment the same vague
shopping list mio regulations. Without discussing the conveluted shop-
ping list item by.ltem,.wq mefely peint out that nowhere in Section
203 18 there the slightest difection to the assortment of administration
decision-makers regarding how much energy is to be saved. Worse
yet, they are directed to “promulgate regulations” which “specify
standards” and “establish programs”. The Congress is now asking the
administration to invent programs by regulations. Absent any Con-
gressional, guidance as to quantitative goals, the administration is left
not only with direction as to what it is to do, but neither is it at all



78

restricted as to the sweeping scope of its regulatory conservation
authority. A ] s
In short, the committee is asking the administration to tell America
how much fuel it can use. The committee is abandoning the price and
tax mechanisms suggested by the President. It is telling the President
that the committee thinks that the American consumer 1s too stupid to
figure out for himself how he can cut down on his fuel use and that the
federal and state governments must force him to save energy In the
manner the governments think best. Thus, with the inclusion of Title
1I coupled with Sections 122 and 123, the committee is abandoning the
" price mechanism and forcing what is tantamount to government dic-
tated rationing programs under the guise of “conserving” energy.
S. 622 is no longer a standby energy emergency authorities bill, but
a mandatory conservation and allocation proposal which adheres to
the same old hypothesis that the federal government should and can

increase supply merely by reducing demand.
V. Section 106 (a) (1) authorizes an unconstitutional seizure of private
property
Section 106(a) (1) authorizes domestic oil production beyond MER
(Maximum Efficient Rate) of production. If exercised, it could not
only result in energy waste but an unconstitutional taking of property.

VI. The section 121 international voluntary agreement procedures are
inadequate and unworkable

Subsection (h) of Section 121 provides that a defense to civil or
criminal actions brought under the antitrust laws shall be available
“in respect of actions taken in good faith to develop, implement, or
carry out a voluntary agreement or plan of action.” Since the antitrust
immunity conferred by this section does not rest on an objective test
but on an assessment of a company’s “good fait » g full jury trial to
resolve that issue might be required in any antitrust suit challenging
company actions taken under this section. It is a well established rule
in antitrust litigation that issues of intent cannot be disposed of sum-
marily. As a result, no company could ever know with any certainty
whether some future court or jury would find a particular action to
have been taken in “good faith” or not.

The ostensible purpose of the antitrust provisions in Section 121
is to enable oil companies to engage in meetings, agreements and take
other actions necessar{1 to implement the IEP international oil al-
location program which they would ordinarily be unwilling or unable
to do for fear of liability under the antitrust laws. An effective anti-
trust provision must incorporate the concept of predictability, but
there can be no predictability where there is a subjective test that gov-
erns the grant of immunity. No company could possibly undertake the
agreements and other actions contem lated by this section if it can-
not have advance assurances that such actions would not result in an
undue and unnecessary risk of exposure to antitrust claims, the out-
come of which would depend on a resolution by a court or jury of a
question of intent or state of mind. Section 121, as presently drafted,
lacks this essential predictability and thus creates this risk of exposure.

Subsections (a) and (d) of Section 121 limit voluntary agreements
formed under this section to international oil allocation and the in-

-
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formation system provided for in the IEP. While internationa

leum allocation and information exchange are certainly t:he1 E::;gr
1%ems on which the TEA could wish to consult with the oil companies,
Sv su?(ll)]z(éngvglf t}i)e IEPtgttre much broader. As drafted, this section

ar anti i i i

m%ters Evi}tlhin 3 })Ie L char;-l;:g. immunity consultations on certain
_ One of the principal purposes of the TEP is to enable th icipat-
ing countries to develop contingency plans to deal witflpfalfttlllﬂapztil
embargoes and other emergencies. To develop such plans the IEP
authorizes the IEA to consult with the oil companies effective im-
mediately. Subsection (d) of Section 121 could be construed as limiting
the development and carrying out of voluntary agreements to periods
of actual or imminent reductions of petroleum supplies.

Subsection (h) (2) of Section 121 appears to condition the grant
of antitrust immunity upon “full compliance” with the requirements
of this section and rules and regulations promulgated thereunder. This
provision could be construed as exposing a participant in a volunta
agreement to antitrust liability for a minor failure to comply wit
such regulations not only with respect to the communication or meet-
ing involved, but with respect to all actions taken in the course of
developing or implementing a voluntary agreement.

Subsection (e) (3) of Section 121 provides in part that a “full and
comll)lete record” of “any communication” between participants in
ta,hvo untary agreement must be deposited with the Administrator of

e FEA and made available for public inspection and copying. An
exception to the public access requirement can only be made bg§ the
tAdrrlllmlsf:rator in consultation with the Secretary of State and subject
o the approval of the Attorney General. This provision will pface
a considerable burden on participants to a “yoluntary” agreement. It
will also result in the public disclosure of actions taken by the com-
p?mes to deal with an emergency unless FEA grants an exemption
2ft%1;, ncsc:lrﬁll)lllymg_tglth the complex and time consuming procedure
ok, congg g with one department and obtaining the approval of

A realistic Section 121 is extremely critical if a successf i
b§ implemented. Unfortunately, the bill as mpomdcis:s‘;le]!elgi&s:ﬁ
efforts to reach a reasonable compromise on the issues involved

Paur J. Fanniy,
Crrrrorp P. HANSEN,
James A. McCLugrg,
Dewry F. BarTLETT.



ADDITIONAL VIEWS OF SENATOR HATFIELD

The Standby Energy Authorities Act, S. 622, like its predecessors
in the 93rd Congress, S. 2589 and S. 3267, is an example of power
delegation that has practically no legal bounds, only political bounds,
in that Congress will have the opportunity under this Act to say
“no” to each and every Presidential attempt to invoke the authorities
of S. 622. This bill is a poor substitute for the kind of tough, forward
looking legislation we need to address the various problems we call
call collectively the energy crisis. -

Today the Congress is occupied with passing bills to negate actions
the President has taken in response to our energy situation under
authorities previously delegated to him in emergency legislation.
Congress is saying that it is not yet ready to deal with the problems,
but given a little more time, it will act. I am not so sure. I have as
many misgivings about Congress’ ability to act coherently, decisivel
and consistently in an area that crosses so many jurisdictional bound-
aries as I have about parts of the President’s energy program. Even
the Senate Interior Committee, by itself, has failed to initiate much
to capitalize on its superior informational position following the
four-year National Fue{)s and Energy Policy Study, and in this mat-
ter I associate myself with the comments of Senators Fannin, Hansen,
McClure and Bartlett.

If enacted into law, S. 622 will be among the biggest “band-aids”
in the books. But that is hardly any consolation for those who realize
the wounds already are deep and having a cripping effect on our
country.

We must take steps to lower our total demand for energy through
positive conservation efforts, and we must restore healthy functioning
to the energy marketplace through the elimination of anticompetitive
structures and practices. The alternative may be a permanent appli-
cation of Draconian measures under the auspices of some “Energy

Authorities Act”.
2 Mark O. HATFIELD.
(81)



XII. CHANGES IN EXISTING LAW

In compliance with subsection (4) of Rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, S. 622
as reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman) :

Acr or Novemser 27, 1973 (87 Srtar. 627), As AMENDED
(The Emergency Petroleum Allocation Act of 1973)

* * * * * * *

Skc. 3. For purposes of this Act :

(1) The term “branded independent marketer” means a person
who 1s engaged in the marketing or distributing of refined petro-
leum products pursuant to—

(A) an agreement or contract with a refiner (or a person
who controls, is controlled by, or is under common control
with such refiner) to use a trademark, trade name, service
mark, or other identifying symbol or name owned by such
refiner (or any such person), or

(B) an agreement or contract under which any such person
engaged in the marketing or distributing of refined petroleum
products is granted authority to occupy premises owned,
leased, or in any way controlled by a regner (or person who
controls, is controlled by, or is under common control with
such refiner),

but who is not affiliated with, controlled by, or under common
control with any refiner (other than by means of a supply con-
tract, or an agreement or contract described in subparagraph (A)
or (B) ), and who does not control such refiner.

(2) The term “nonbranded independent marketer” means a per-
son who is engaged in the marketing or distributing of refined
petroleum products, but who (A) is not a refiner, (B) is not a
person who controls, is controlled by, is under common control
with, or is affiliated with a refiner (other than by means of a sup-
ply contract), and (C) is not a branded independent marketer.

(3) The term “independent refiner” means a refiner who (A)
obtained, directly or indirectly, in the calendar quarter which
ended immediately prior to the date of enactment of this Act,
more than 70 per centum of his refinery input of domestic crude
oil (or 70 per centum on his refinery input of domestic and
imported crude oil) from producers who do not control, are not
controlled by, and are not under common control with, such refiner,
and (B) marketed or distributed in such quarter and continues to
market or distribute a substantial volume of gasoline refined by
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him through branded independent marketers or nonbranded in-
: rketers.

de}():?gl?}?: tg;'?n “small refiner” means a refiner whose total refinery

capacity (including the refinery capacity of any person who con};

trols, is controlled by, or is under common control with suc

refiner) does not exceed 175,000 barrels per day. :

(5) The term “refined petroleum product” means gasoline, kero-
sene, distillates (mt(ziludi?gf l\gumber 2 fuel oil), LPG, refined

icating oils, or diesel fuel. _
lulzgl)cagl‘lﬁ% term “LPG” means propane and butane, but not
etlzglge The term “United States” when used in the geographic
sense means the States, the District of Columbia, Puerto Rico,
and the territories and possessions of the United States.

(8) The term “handicapped person” means any individual who,
by reason of disease, injury, age, congenital malfunction or_oth_erl'
permanent incapacity or disability, is unable without specia,
facilities, planning or design 1o utilice mass transportation wve-
hicles, faczitz'es, and 867;?10’?; and who has a substantial, perma-

nt impediment to mobility. b Al
M(9) Tgw term “eligible person” means any hrmdwapped Pperson
(who may or may mot have a driver’s license) or the parent or
guardion of a handicapped person who must transpoert that per-
son to and from special servites..

SEC. 4. (a) Not later than fifteen days after the date of enactment
of this Act, the President shall promulgate a regulation providing for
the mandatory allocation of crude oil, residual fuel oil, and each refined
petroteum product, in amounts specified in (or determined in a man-
ner prescriged by) and at prices specified in (or determined in a man-
ner prescribed by) such regulation. Subject to subsection (f), such
regulation shall take effect not later than fifteen days after its promul-
gation. Except as provided in subsection (e) such regulation shall
apply to all crude oll, residual fuel oil, and refined petroleuni products
produced in or imported into the United States. g g ;

"(b) (1) The rfgulatu:in I;nder subsection (a), to the maximum exten

cticable, shall provide for— : s r
s ( A)’protecItJion of public health, safety, anid welfare ( including
maintenance of'resigential heating, such as individual homes,
apartments, and similar occupied dwéllmg units), and the national
nse; e . ags; s
def(%) maintenance of all public services (including facilities and
services provided by municipally, cooperatively, or investor owned
utilities or by any State or local government or authority, and
including transportation facilities and services which serve the
ublic at large) ; : ) indei oy -
3 (C) maint%z)a;xce of agricultural operations, including farming,
ranching, dairy, and fishing activities, and services directly related
et ) ] . e,
the(ri))o ,pres‘ervation of an economically sound aid compeutlv((i
petroleum industry ; including tl}e priority needs to restore an
foster competition in the producing, refining, distribution, mar-
keting, and petrochemical sectors of such industry, and to preserve
the competitive viability of independent refiners, small refiners,
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nonbranded independent marketers, and branded independent
mirketdrs; , : '

(1) the allocation of suitable types, grades, and quality of crude
oil to refineries in the United States to permit such refineries to
operate at full capacity!' -

(F) equitable distribtion of crude oil, residual fuel oil, and
refined petroleum products at equitable prices among all regions
and areas of the United States and sectors of the petroleum
industry, inclading indegendent refinets, small refiners, non-
branded independent marketers, branded independent marketers,
and among all users;

L[(G) allocation of residual fuel oil and refined petroleum
products in such amounts and in such manner as may be necessary
for the maintenance of exploration for, and production or extrac-
tion of, fuels, and for required transportation related thereto;J
- (@) allocation bvf residual fuel oil and refined petrolewm prod-
ucts in such amownts and in such manner as may be necessary
for th; maintenance of exploration for, and production or extrac-
tion of—

(8) Fuels,and
(%) Miherals essential to the requirements of the United
States, and for trangportation related thereto.

() economic efficiency; and ; ;

(T) minimization of economic distortion, inflexibility, and un-
necessary interference with market methanisms.

. (2) In specifying prices (or preseribing the manner for determin-
ing them), such regulation shall provide for—

(A) a ddHar-for-dollar passthrough of net increases in the cost
of crude oil, residual fuel oil, and refined petroleum products to
all marketers or distributors at the retail level; and

(B) the use of the same date in the computation of markup,
margin, and gosted price for all marketers or distributors of
crude oil, residual fuel oil and refined petroleum products at all
levels of marketing and distribution.

(8) The President in promulgating the regulation under subsection
(a) shall give consideration to allocating crude oil, residual fuel oil,
and refined petroleum products in a manner which results in making
available crude oil, residual fuel oil, or refined petroleum products to
any person whose use of fuels other than crude oil, residual fuel oil,
and refined petroleum products has been curtailed by, or pursuant to
a plan filed I compliance with, a rule or order of a Federal or State
agency, or where such person’s supply of such other fuels is unobtain-
able by reason of an abandonment of service pérmitted or ordered by
a Federal or State agency.

(¢) (1) To the extent practicable and consistent with the objectives
of subsections (b) and (d), the andatory allocation program estab-
lished under the regulation under subsection (a) shall be so structured
as to result in the allocation, during each period during which the
regulation applies, of each refined petroleurn product to each branded
in eﬁendent marketer, each nonbranded independent marketer, each
small refiner and each independent refiner, and of crude oil to each
small refiner and each indepéndent refiner, in an amount not less than
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the amount sold or otherwise supplied to such marketer or refiner
during the corresponding period o¥ 1972, adjusted to provide—

(A) in the case of refined petroleum products, a pro rata reduc-
tion in the amount allocated to each person engaged in the market-
ing or distribution of a refined petroleum product if the aggregate
amount of such product produced in and imported into the United
States is less than the aggregate amount produced and imported
in calendar year 1972; ang R :

(B) in the case of crude oil, a pro rata reduction in the amount
of crude oil allocated to each refiner if the aggregate amount
produced in and imported into the United States is less than the
aggregate amount produced and imported in calendar year 1972.

(2) (A) The President shall report to the Congress monthly, begin-
ning not later than January 1, 1971, with respect to any change after
calendar year 1972 in—

(1) the aggregate share of nonbranded independent marketers,

(i1) the aggregate share of branded independent marketers, and

(ii1) the aggregate share of other persons engaged in the
marketing or distributing of refined petroleum products,

of the national market or the regional market in any refined petroleum
roduct (as such regional markets shall be determined by the
lf‘resident) 4

(B) If allocation of any increase of the amount of any refined
petroleum product produced in or imported into the United States in
excess of the amount produced or imported in calendar year 1972
contributes to a significant increase in any market share described in
clause (i), (i1), or (iii) of subparagraph (A), the President shall by
order require an equitable adjustment in allocationssof such product
under the regulation under subsection (a).

(3) The President shall, by order, require such adjustments in the
allocations of crude oil, residual fuel oil, and refined petroleum prod-
ucts established under the regulation under subsection (a) as may
reasonably be necessary (A) to accomplish the objectives of subsec-
tion (b), or (B) to prevent any person from taking any action which
would be inconsistent with such ogjectives.

(4) The President may, by order, require such adjustments in the
allocations of refined petroleum products and crude oil established
under the regulation under subsection (a) as he determines may rea-
sonably bé necessary—

(A) . in the case of refined petroleum products (i) to take into
consideration market entry by branded independent marketers and
nonbranded independent marketers during or subsequent to calen-
dar year 1972, or (ii) to take into consideration expansion or
reduction of marketing or distribution facilities of such marketers
during or subsequent to calendar year 1972, and f y
~ (B) in the case of crude oil (i) to take into consideration
market entry by independent refiners and small refiners during or
subsequent to calendar year 1972, or (i) to take into consideration
expansion or reduction of refining facilities of such refiners dur-
ing or subsequent to calendar year 1972,

Any adjustments made under this paragraph may be made only upon
a finding that, to the maximum extent practicable, the objectives of
subsections (b) and (d) of this section are attained.
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(5) To the extent practicable and consistent with the objectives of
Subsections ((b) and (d), the mandatory allocation proggam estab-
lished under the regulation under subsection (a) shall not provide for
allocation of LPG in a manner which denies LPG to any industrial
3:{31- if no substitute for LPG is available for use by sucg industrial

er.

(d) The regulation under subsection (a) shall require that crude oil,
residual fuel oil, and all refined petroleum products which are pro-
duced or refined within the United States shall be totally allocated
for use by ultimate users within the United States, to the extent prac-
ticable and necessary to accomplish the objectives of subsection (g :

(e) (1) The provisions of the regulation under subsection (a) sglall
specify - (or prescribe a manner for determining) prices of crude oil at
the producer level, but, upon a finding by the President that to require
allocation at the producer level Son a national, regional, or case-by-case
basis) is unnecessary to attain the objectives of subsection (b) (1) (E)
or the other objectives of subsection (b), (c), and (d) of this section,
such regulation need not require allocation of crude oil at such level.
Any finding made pursuant to this subsection shall be transmitted to
the Congress in the form of a report setting forth the basis for the
President’s finding that allocation at such level is not necessary to
attain the objectives referred to in the preceding sentence.

(2) (A) The regulation promulgated under subsection (a) of this
section shall not apply to the first sale of crude oil produced in the
United States from any lease whose average daily production of crude
-0111 lfor the preceding calendar year does not exceed ten barrels per
well,

(B) To qualify for the exemption under this paragraph, a lease must
be operating at. the maximum feasible rate of production and in accord
with recognized conservation practices.

(C) Any agency designated by the President under section 5(b) for
such purpose is authorized to conduct inspections to insure compliance
with this paragraph and shall promulgate and cause to be published
regulations implementing the }pwrovisions of this paragraph.

(3) (4) In the event that the price regulation prom gated under
section (a) of this section provides for more than one price (or manner
of determining @ price) for a given grade and quality of crude oil
produced in a given producing area, ﬂ?e regulation shall provide that
the price applicable to any crude oil produced by, owned by, or due
to any State or subdivision thereof as royalty, as participation in pro-
duction or as participation in net profits, from the mineral or lease-
hold estate owned by that State or subdivision on Januwary 1,1975, shall
be the highest price applicable to the given grade and quality of crude
0il produced in the given producing area.

(B) No person (whether an operator, holder of a lease hold interest,
contractor or otherwise) other than State or subdivision thereof, shall
receive any benefit from the operation of this paragraph or the provi-
sion of rei]ulatzon required thereby.

AO) The volume of crude o0il produced in any State for which the
8¢ price for the given lgmde and quality of erude oil in the given

* g area s applicable ewclusively by wvirtue of the provision of
regulation required by this paragraph shall not in any month exceed
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an amdunt equivedent to an avérage of twenty thousand barrels per

day:

¥ %D) In the event that the total volume of crude oil produced or
owned by, or dué to any State and its subdivisions, whose price would,
absent subparagraph (c) hereof, be affécted by the provisions of this
paragraph, exceeds the equivalent of twenty thousand barrels per-day,
the twenty thousand barrels per day to which the highest price }{or
the given grade and ity in the given producing area applies shall
be apportioned among the State and those of its subdivisions owning
or producing such crude oil in the ratios whick the crudé oil owned
or produced by each yovérnmental entity bear to the total owned or
produced by all such entities in that State.

© (f) (1) The provisions of the regulation under subsection (a)
respectinly allocation of gasoline need not take effect until thirty days
after the promulgation of such regulation, except that the provisions
of such regulation respecting price of gasoline shall take effect not
latg)t’lﬁn fteen days after its promulgation.

(A) an order or regulation under section 203(a)(8) of the
Economic Stabilization Act of 1970 applies to crude oil, residual
fuel oily or a refined petroleum product and has taken effect on
Kr befoge the fifteenth day after the date of enactment of this

ct, an

(B) the President determines that delay in the effective date
of provisions of the lation under subsection (a) relating to
such oil or product is in the public interest and is necessary to
effectuate the transition from the program under such section 203
f& 2) (8) to the mandatory allocation program required under this

ct.

he may in the regulation promulgated under subsection (a) of this
section delay, until not later than thirty days after the date of the
promulgation of the regulation, the effective date of the provisions of
such regulation insofar as they relate to such oil or product. At the
same time the President promulgates such regulation, he shall report
to Congress setting forth his reasons for the action under this
paragraph. ;

(g%(l) The regulation promulgated and made effective under sub-
gsection (a) shall remain in effect until midnight February 28, 1975,
except that (A) the President or his delegate may amend such regula-
tion so long as such regulation, as amended, meets the requirements of
this section, and (B) the President may exempt the crude oil, residual
fuel oil, or any refined petroleum product from such regulation in
accordance with paragraph (2) of this subsection. The authority to
promulgate and amend the regulation and to issue any order under
this section, and to enforce under section 5 such regulation and any
such order, expires at midnight L August 31, 19757 June 30, 1976, but
such expiration shall not affect any action or pending proceedings,
civil or criminal, not finally determined on such date, nor any action
or proceeding based upon any act committed prior to midnight
[August 31, 1975.3 June 30, 1976.

(2) If at any time after the date of enactment of this Act the Presi-
dent finds that application of the regulation under subsection (a) to
crude oil, residual fuel oil, or a refined petroleum product is not neces-
sary to carry out this Act, that there is no shortage of such oil or prod-

B
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uct, and that exempting such oil or praduct from such regulation will

not have an adverse impact on the supply of any other oil or refined

petroleum products subject to this Act, he may prescribe an amend-
ment to the regulation under subsection (Sa,) exempting such oil or
prodict from such r:ﬁulatlon for a period of not more than ninet

days. The President shall submit any snch amendment and any sug

findings to the Congress. An amendment under this paragraph may
not exempt more than one oil or one product. Such an amendment shail
take effect on a date specified in the amendment, but in no case sooner
than the close of the earhestcperiod. which begins after the submission
of such amendment to the ongress and which includes at least five
days during which the House was in session and at least five days dur-
ing which the Senate was in session; except that such amendment

(s)l;a(l}l not take effect if before fht?' expi;‘&fiilon ;I such period either House

‘Congress approves a resolution of that House stating i

that such House disapproves such amendment. IR 0 amletalien

ié]&{) If .any provision of the regulation under subsection (a) pro-
vides thit any allocation of residual fuel oil or refined petroleum
products z,s_to.be based on use of sych a product or amounts of such
product supplied during an historical, periad, the regulation shall con-
tain provisions qle;;gned, to assure that the historical period can be ad-
justed (or other adjusiments in allocations can be made) in order to
refiect regional disparities in use, population growth or wnusual factors
nfluencing use (wncluding unusual changes in-ekimatic conditions), of
such oil o product in the historical period. This subsection shall take
effect sizty days after the date of enactment of the Standby Energy
Authorities Aot. Adjustment for such purposes shall take effect as
soon as practicable after the date of enactment of this subsection, Ad-
Justments to reflect. pol;wlatzon growth shall be based upon the most
current figureg available from the United States Burequ of the Census.

Skc. 6.. ( a)- All actions duly taken pursuant clause (3) of the first
sentence of section 203 (a) of the Economic Stabilization Act of 1970 in
effect immediately prior to the effective date of the regulation promul-
gated under section 4(a) of this Act, shall continue in effect until
modified pursuant to this Act, :

. (b) The regulation under section 4 and any order issued thereunder
shal] preempt any provision of any program for the allocation of crude
oil, residual fuel oil, or any refined petroleum product established by
any State or local government if such provision is in conflict with sich
re,Eu(la)t}(ix; (:)é any such order.

.L(¢)(1) Except as specifically provided in this subsection, no pro-
vistons of this Act shall be _deemes to convey to any person s;ijecI; to
this Act immunity from civil or criminal liability, or to create defenses
to E((:g;mi, und(claxj thtg]an antiti)rust laws.

As used in this subsection, the term “antitrust laws” includes-

L(A) the Act entitled “An Act to protect trade and commei;;
aggomst unlawful restraints and monopolies”, approved July 2
1 0 ](31)5 tUh.s§.1etss<i.); ot
K e Act entitled “An Act to supplement existing la:
g,gamst unlawful restraints and monopolli)eg, and for othe% pv.::',s
posesC, approved October 15,1914 (15 U.S.C. 12 et se 0¥

L(C) the Federal Trade Commission Act (15 U.S.(%. 41l et seq.) ;
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[(D) sections 73 and 74 of the Act entitled “An Act to reduce
taxation, to provide revenue for the Government, and for other
purposes”, approved August 27, 1894 (15 U.S.C. 8 and 9); and

[(E) the Act of June 19, 1936, chapter 592 (15 U.S.C. 13, 13a,
18b, and 21a).

[ (3) The regulation promulgated under sectiom 4 (a) of this Act shall
be forwarded on or before the date of its promulgation to the Attorney
General and to the Federal Trade Commission, who shall, at least
seven days prior to the effective date of such regulation, report to the
President with respect to whether such regulation would tend to create
or maintain anticompetitive practices or situations inconsistent with
the antitrust laws, and propose any alternative which would avoid or
overcome such effects while achieving the purposes of this Act.

[4] Whenever it is necessary, in order to comply with the provisious
of this Act or the regulation or any orders under section 4 thereof, for
owners, directors, officers, agents, employees, or representatives of two
or more persons engaged in the business of producing, refining, market-
ing, or distributing crude oil, residual fuel oil, or any refined petroleum
product to meet, confer, or communicate in such a fashion and to such
ends that might otherwise be construed to constitute a violation of the
antitrust laws, such persons may do so only upon an order of the
President (or of an oi{i)ger or agency of the United States to whom the
President has delegated authority under section 5(b) of this Act);
which order shall specify and limit the subject matter and objectives of
such meeting, conference, or communication. Moreover, such meeting,
conference, or communication shall take place only in the presence of
a representative of the Antitrust Division of the Department of
Justice, and a verbatim transcript of such meeting, conference, or com-
munication shall be taken and deposited. together with any agreement
resulting therefrom, with the Attorney General and the Federal Trade
Commission, where it shall be made available for public inspection.

[5] There shall be available as a defense to any action brought under
the antitrust laws, or for breach of contract in any Federal or State
court arising out of delay or failure to provide, sell, or offer for sale or
exchange crude oil, residual fuel oil, or any refined petroleum product,
that such delay or failure was caused solely by compliance with the
provisions of this Act or with the regulation or any order under section
4 of this Act.

[6] There shall be available as a defense to any action brought under
the antitrust laws arisiniz from any meeting, conference, or communica-
tion or agreement resulting therefrom, held or made solely for the
purpose of complying with the provisions of this Act or the regulation
or any order under section 4 thereof, that such meeting, conference,
communication, or agreement was carried out or made in accordance
with the requirements of paragraph (4) of this subsection.}

(¢) There shall be available as a defense to any action brought for
b¥each of contract in any Federal or State court arising out of delay
or failure to provide, sell, or offer for sale or exchange petrolewm., that
such delay or failure was caused solely by complignce with the pro-
visiong of this Aet or with the regulation or any order under section }
of this Act. o :

-
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ENERGY LABELING AND DISCLOSURE ACT
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Mr. MaeNvson, from the Committee on Commerce,
submitted the following

REPORT

{To accompany 8. 349]

The Committee on Commerce to which was referred the bill (S. 349))
to amend the Federal Trade Commission Act, reports favorably
thereon with an amendment in the nature of a substitute and recom-
mends that the bill as amended do pass.

Purrose

It is the purpose of this bill to contribute to an alleviation of the
energy crisis by providing American consumers with information on
the energy characteristics and the financial costs associated with the
use of major hougehold products and automobiles. The legislation pro-
poses to achieve this purpose by requiring the issuance of Energy
Guides and the disclosure prior to purchase of estimated annual oper-
ating costs for major energy-consuming household products and auto-
mobiles, '

DescriprIoN

Under this bill, information regarding the energy characteristics
and estimated annual operating costs of major energy-consuming
household products and automobiles will be required to be disclosed
to customers prior to purchase. This information would be provided in
the form of Appliance Energy Guides and Automobile Energy Guides.
In addition, the bill authorizes the Federal Trade Commission to re-
quire that estimates of annual operating costs to be displayed in con-
junction with displays of retail price, and in certain advertisements
for such products or gutomobiles.

In the case of household products, only those products which con-
sume, on the average, more than 200 kilowatt hours of electricity per
year or 2 million Btu’s of fuel per year are covered. The information

1)
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rding the energy characteristics of such products and the estimates
:y%g&)g an%mal oper%ging costs are to be determined on the basis of pro-
cedures developed by the Administrator of the Federal Energy Ad-
ministration and the National Bureau of Standards. The Administra-
tor may determine whether national average values are appropriate;
or that there are significant differences in usage patterns or electricity
rates and fuel costs that should be accounted for in describing the
energy characteristics or estimating the annual operating costs. If the
Administrator determines that the cost data and usage pattérns are
best characterized by national averages, the manufacturer computes
the estimated annual operating costs in accordance with the prescribed
procedures. If, on the other hand, the Administrator determines that
there aré sivrificant variations from average national values that
should be accounted for, the manufacturer is instructed to calculate
several different estimates of annual operating costs, to cover the range
of geographical, usage or other variations deemed significant by the
Administrator. Lol : i
The estimates of annual operating costs are to be included in an A}l)-
pliance Energy Guide, which is to be attached to each applicable
roduct by the manufacturer. The Appliance Energy Guide will also
include detailed information on the energy characteristics of the
product, sugestions on how to use the product efficiently, and explana-
tory material which will enable the typical consumer to interpret
the significance of the estimated annual operating cost figures.
The Federal Trade Commission (FTC) is directed to issue rules
cifying which displays of purchase price must be accompanied by
displays of the estimated annual bperating costs. The bill provides that
retailers may fulfill any such disclosure requirement by obtaining a
written statement from the purchaser that the purchaser has read
the relevant Appliance Energy Guide. FTC is also directed to issue
regulations specifying the circumstances under which the estimated
annual operating cost is to be included as a part of advertisements for
the produet which mention purchase price or energy characteristics.
The provisions of the bill dealing with automobiles are similar to
the corresponding sections of the bill dealing with household ap-
pliances. Automobile Energy Guides would be attached to all new
antomobiles by the manufacturers. These Guides would contain all the
relevant information that a consumer would need to evaluate the fuel
economy characteristics of that automobile and the attendant costs of
operation of that automobile. The language dealing with disclosure of
estiniated anhual operatifig costs of automobiles in conjunction with
disclosure of purchasé price and in advertising is similar to the cor-
responding provisions dealing with major energy consuming house-
1d products. . !
1M)’IC.‘lhEe) format and rules governing the Appliance Energy Guides and
Automobile Energy Guides are to be developed by the Federal Trade
Commission.
' BACKGROUND

Restdential use of energy sccounts for approximately 19 percent of
the total energy consumption in this country. A natienal program of
energy conservation cannot depend on & cutback of items such as the

-
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electric can opener or electric pencil sharpener. Although the use of
such devices is symbolic of a wastefnl society, most studies have shown
that the energy used by such small appliances is insignificant; and
that the energy conservation efforts must concentrate on the larger
energy users. The single largest use of energy in the residential sec-
tor 1s for space heating. This accounts for 11 percent of the total na-
tional energy consumption. The next most significant use of energy
in homes is that required for heating of water. The energy required to
heat water for showers, baths, kitnc%en and bathroom sinks, washin,
machines, and dishwashers, adds up to 8 percent of the total nationa.
energy consumption. Other major uses of energy in the home are for
air conditioning, cooking, refrigeration, and clothes drying. These
four uses account for another 8 percent of the Nation’s energy
conswmption.

In recent years, there has been a rapid increase in the number of
major energy consuming devices that are used in the home. For exam-
ple, a study done for the Project Independence Blueprint * estimates
that the percentage of households with dishwashers will increase from
less than 20 percent in 1970 to almost 40 percent in 1975, and is expected
to increase to 80 percent by 1990, Similarly, the percentage of house-
holds with automatic clothes dryers is expected to double between
1970 and 1990. These figures indicated that a major effort has to be
undertaken to improve the efficiency of these energy-consuming prod-
ucts so that the growth in product usage can occur without placing
an additional burden on the Nation’s already overburdened energy
supply capabilities.

There are many opportunities for conserving energy in the use of
major household products. For example, an article in the June 1973
issue of Consumers Report shows that there is a 60-percent variation
in the energy efficiency between various brands and models of 5000
Btu room air conditioners. Improvements in air-conditioner efficiency
are achievable through more efficient compressor motors, fan motors,
and bigger cooling coils and heat exchangers. Such improvements are
usually associated with a moderate increase in purchase price.

For gas operated appliances, such as stoves, clothes dryers, etc.,
significant improvements in efficiency are possible by replacing pilot
li%hts by electric lighters. Since pilot lights in gas appliances typi-
cally utilize 10 percent of the natural gas requirement in a residence,
the elimination of this source of energy wastage, to the extent
feasible, would be a very effective energy conservation measure. Im-
provements in other products, such as refrigerators, freezers and
ranges are possible through the simple device of improved insulation.
For example, efforts to increase interior space in some refrigerators
has resulted in thin walls and doors with such poor insulation charac-
teristics that electrically heated wires are imbedded in the door to
Erevent condensation on the outside of the refrigerator door. These

eaters require between 15-20 percent of the total energy used in a
refrigerator.

Considerable attention has been devoted within the past several
years to the potential for improved fuel economy in automobiles.

* Project Independence Blueprint Final Task Force Report, Vol. 1, Residential and Com-
mercial Energy Use Patterns 1970-1990, November 1974.
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i doubt that substantial improvements in fuel economy are
gc}}lleig%;ilréothrough the adoption of more efficient engines and trans-
missions, improved tires, improved aerogiynamlc_drag characteristies,
weight reductions, thli(l)ug(}ll the 1ls.e5“ofhl_1g1ht<§r,e higher strength mate-

i oh overall reduction in vehicle size. y
rl?,jzﬁlgrﬁgﬁaﬁment of Transportation/Environmental Protection
Agency report estimated that up to a 63-percent improvement n{) nevg
car fuel economy could be achieved by 1980. This estimate was k ased
upon not only technological improvements such as those mentlgpete
above, but also a shift in sales mix to 85 percent large and interme 1:;0
cars and 65 percent compact and subcompact cars. A similar study ?1’
FEA indicated that average new car fuel economy can be increase
to 21-92 miles per gallon by 1980, and experts at the Rand Corporgtlon
have indicated that 30 miles per gallon might be achievable by 1985.

NEEDps

In spite of the fact that most experts agree that sul_osta,ntla,l imprpve-
ments }i)n energy efficiency of appliances and antomohiles are technically
achievable, many improvements will not be realized unless mcen%_ties
are provided to consumers to purchase those products and antemo ix e:
which are energy efficient. The Project Inde andence study states t ﬂai
“Tn general, consumers have displayed very ittle interest in more 3 -
cient appliances hecause: (a) the efficiency of appliances is not stated to
or understood by the con;x;lrrters; arfxd t(lo)”tixe higher costs of the more

jent units is a strong inhibiting factor. ‘
eﬂilc)ll‘:?ing his I“ebrua,r%7 25, 1975, appearance before the Commlttee%
J. Thomas Rosch, Director of the Bureau of Consumer Protection o
the FTC, stated : ;

.. let me say that I fully endorse the findings and pur-
poses of these bills, which re?::o%nize the need to %sake affirm-
ative action in dealing with the energy crises now facing
this country. Disclosures of energy efficiency will enable con-
sumers to compare the relative merits of competing major
energy consuming appliances. Consequently, the public w;l{
be able to take energy conservation into account as a materia
factor in their purchasing decisions. In so doing, consumers
can choose on the basis of operating costs rather than pur-
chase price alone, while also promoting the larger national
inferest in conserving scarce natural resources. In the ab-
sence of energy efficiency disclosures the consumer cannot
translate a concern for economy, let alone energy conserva-
tion, into positive action when purchasing energy consuming
produgts.

eral firms are beginning to recegnize incregsipg consumer in-
tersegz 11? the energy ¢ aractégi‘istics of appliances and autemobiles.
Manufacturers of automobiles which get good fuel economy have been
emphasizing this feature in their advertispments. Sears-Roebuck now
includes estimated annual operating costs for their air-copditioners
in their catalog descriptions. Other appliance manufacturers and re-

2 Ibid.
.
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tailers are proudly proclaiming the energy-savings features of cer-
tain brands and models. It can be expected that this activity will in-
crease in the future. However, because of the use of conflicting termi-
nology and the confusion that exists with regard to the meaning of
much of the terminology used in thes¢ promotional campaigns, there
i8 a definite need to develop a uniform system for presenting this in-
formation to consumters in terms that are readily understandable.

Since 1978, the Department of Commerce has been encouraging par-
ticipation in a voluntary appliance labeling program. Under this pro-
gram, a label for air-conditioners his been developed, and issuance of
the labels for refrigerators, refrigerator-freezers, and freezers is
imminent.

In #ddition, there are a number of State and local programs relating
to appliance Iabeling. New York City and Massachusetts have already
established labeling reduirements. New Jersey, Florida, and Minne-
sota are actively considering the establishment of similar statutes.
Cleatly, if federal legislation is not entcted, manufacturers are likely
to face a vast proliferation of labeling programs throughout the coun-
try. The problem has become so atute that the Association of Home
Agppliance Manufacturers (AHAM), in their March 12, 1975 state-
ment to the Committee, said :

Were it not for the fact that inconsistent regulations are
being considered and promu(%ated by several States, AHHAM
would urge the Congress to délay mandatory legislation wntil
the voluntary program of the Department of Commerce and
the educational programs have been fully developed and their
success detertnined.

The Department of Commerce cites this as one of the reasons for
adopting a mandatory pro%am. Assistant Secretary of Commerce for
Science and Technology, Dr. Betsy Ancker-Johnson, stated at the
Committee hearings : “There are three strong reasons for making label-
ing mandatory : (1) to preempt state and local eonflicting actions which
can only produce higher prices and confusion among consumers (2)
to elimipate the potential for removal or alteration ;f labels along the
distribution line and (8) to assure of 100 percent participation in label-
ing by the industry.”

MerTiNe THE NEEDS

The main feature of the approach taken by S. 849 is the disclosure
of the estimated annual operating costs of the appliatce or automobile.
This approach is taken in full recognition that in a free enterprise
system, consumer demand is one of the most powerful forces operating
in the marketplace. As the implications of the energy crisis and the
escalating cost of energy become more apparent to American con-
sumers, they can be expected to respond by expressing their prefer-
ences for household products and automobiles which are highly energy
efficient, The problem is that it takes an informed and highly skilled
consumer to make the proper assessment of the energy consumption
characteristics of any given product. Because of the complexity of
such products, and a general lack of knowledyge by the consumer of such
consideratiofis as usage patterns and cost of electricity, the most effec-
tive way for informing American consumers is to providé them with
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estimates of the annual operating costs. Such a disclosure, particularly
when it is simultaneous with the disclosure of purchase price, should
be a very effective way of informing <ionsumers of the real costs of the

oducts they are contemplating purchasing. !
erﬁen appjlriance labeligg legTs ation (8. 1327) was first introduced
in the 93d Congress it called for the labeling of appliances with com-
parative efficiency ratings rather than operating cost data. However,
in testimony from industry and other experts it was pointed out that
while efficiency labeling might be appropriate for some appliances, for
others, it would be extremely difficult to perform and likely to be highly
misleading. In fact, in some cases it will be nearly impossible even to
define a proper measure of efficiency. In the case of dishwashers, how
can you define and measure “cleanliness”? Also, the efficiency with
which a dishwasher cleans dishes depends on many parameters such
as the detergent used, the agitator action, and the manner in which the
dishes are arranged on the racks. | oo

Furthermore, utilizing an efficiency rating approach, the description
of efficiency would have to vary from product to product. Air-condi-
tioner efficiency could be described by Btu’s per kilowatt hour, while
for a gas clothes dryer it might be ounces of water evaporated per
therm. As the average consumer is unfamiliar with terms such as
kilowatts, therms, and Btu’s a great deal of confusion could develop.
Efficiency labeling would make 1t virtually impossible to compare a gas
range to an electric range, since the units of measurement would be
different. Also the efficiency labeling approach gives the consumer vir-
tually no guide to meaningful comparative shopping in regard to pur-
chase price. Without operating cost data, the consumer is virtually
stymied in deciding whether to buy a more expensive product which 1s
claimed to be energy efficient. Only operating cost data will tell the
consumer whether such a purchase will be likely to end up saving him
money over the life of the product. o

The Gas Appliance Manufacturers Association, Inc., told the com-
mittee on February 25, 1975, that:

In our judgment, the comparisons of appliances on an inter-
fuel basis as well as a comparison of those using the same fuel
or energy source can both be achieved by following the annual
cost of operation approach taken in S. 349. This approach is
feasible from a technical point of view and would be more
meaningful to a consumer than any other possible approach.
This feasibility has been demonstrated in the development of
a voluntary program for water heaters. Or to express 1t con-
versely, I know of no approach other than an operating cost
approach which would prove feasible. Additionally, the sim-

licity of this approach from the standpoint of the consumer
has a very definite attractiveness.

The same day, Mr. Roger Sant, Assistant Administrator for Con-
servation and Environment of the Federal Energy Administration,
testified that:

S. 349 emphasizes the average annual cost of operation as

the means of conveying information to consumers on energy
use. While FEA strongly supports the concept of cost label-

-
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ing, we believe the addition of otlier factors would mmprove
the effectiveness of the labels,

Other factors which we believe should be included are aver-
age fuel consumption and widely recognized fuel use ratings,
such as miles per gallon for automobiles. Furthermore, we
believe that all labels should contain a chart eomparing the
operating cost of the applianee or automobile to the operating
costs of other produets in the same class. This would enable
the consumer to easily determine the relative efficiency of any
single product, without examinirg the labels of a large num-
ber of other products.

In response to comments such as these, specific language was incor-
porated into S. 349 regarding the content of the Energy Guides. In
particular, the bill as approved by the Committee contains a require-
ment that the Energy guides include comparison shopping informa-
tion. While it is recognized that such comparative data is extremely
useful, it is extremely important that any such comparisons be pre-
sented in a manner which avoids even the appearance of Federal
government endorsement of any particular model or brand.

ere are extensive provisions in S. 349 to assure that the consumer
is presented with reliable and useful estimates of operating costs, Re-
ﬁional differences in climate or in cost of energy will be accounted for

1 the determination of the estimated operating cost. The bill also
requires that the Energy Guides which are to be attached to the prod-
uct explain how the operating cost information was computed, and ire
addition, the Guides are to contain information indicating how the
consumer can relate the estimated operating cost to his own particular
situation.

It is recognized that in a period of uncertain fuel and elec-
tricity prices, any estimate of annual operating cost may be subject to
Inaccuracies because of potential fluctuations in the unit cost of elec-
tricity or fuel. Concern has been expressed that some products, with
an estimated annual operating cost Indicated on an attached Energy
Guide, might still be on the shelf or in the showroom when a newer
model, for which the estimated annual operating cost is based on
more recent energy prices, is displayed. This concern is mitigated by
the fact that automobile and anliance retailers generally have a com-
Elete turnover in stock several times a year, thus reducing the likeli-

ood of such a problem from arising. It is also further expected that
the timing of revisions to Energy Guides will, to the extent practical,
coincide with typical industry practices regarding model change-
overs. To further avoid the possibility of misleading comparisons, the
Committee approved language which requires that the fuel or elec-
tricity prices used to develop the estimated annual operating cost are
to be part of the Energy Guides, together with a notation as to the
date or time period for which these prices are considered to be typical.
Subsequent issues of Energy Guides, which are based on more recent
energy prices can be made easily distinguishable from earlier versions
by utilization of a different color scheme, much as is curretly done
with license plates. Finally, the legislation provides for an extensive
education program to alert consumers and retailers to the significance
of this labeling program.
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Operating cost labeling will not gresent any burden on the gmall
retailer. The determination of annual operating costs will be based on
information developed by the Federal Government and the manufac-
turer, and the retailer will not have to perform any caleulation. In
many cases, when national average values are deemed to be the most
appropriate, the retailer uses the number sapplied to him by the manu-
facturer. In other cases, where there are significant variations from
national average values the retailer is provided with a range of esti-
mated operating costs to take into account these differences, and in-
structiond for the retailer as to how to select the relevant figures. As
this labeling will only have to be done on display models, this will not
be an extensive task. Also, since the coverage of the bill is limited to
major home appliances, only a small number of items are involved.

The estimated annual operating costs are not to be construed by
individual consumers as anything more than a guide to the amount of
money that could be saved by purchase of energy efficient household
products and automobiles. Accordingly, the bill specifies that the fail-
ure of any operating cost estimate to accurately predict an individual’s
actual costs cann]cfﬁ)'e construed to create any cause of action for re-
scission, reformation, or refund of a contract or sale unless the dis-
closure was made in a fraudulent manner. In addition, any supplier is
explicitly permitted to inform his customer that the estimates for the
annual operating costs are based on average patterns of usage and
should not be construed as & precise calculation of annual operating
costs that would be experienoe(s) by any individual purchaser.

In a March 10, 1975 letter to the Committee, the American Retail
Federation said that: “S. 349 . . . proposes an appliance labeling pro-
gram in a manner generally satisfactory to the retailer. A labeling pro-
gram that gives consumers the annual operating costs of appliances
at the point of sale is acceptable as long as the manufacturer prepares
and ships the label in the manner proposed by S. 349.”

A senior executive for a national chain of department stores wrote
the Committes that . . . for advertising (average annual operating
cost with price) in writing such as in newspapers, catalogs, price tags,
signs, etc., (there was) no problem.”

The system of estimated annual operating cost disclosure proposed in
S. 849 would be extremely effective in bringing about the ehergy
saving cha discussed in the previous section. Consumer buying
habits would be changed because many consumers would realize that in
many cases it is cheaper to Ipa{; a few dollars more at the time of pus-
chase in order to get a model which costs less to operate. This is particu-
larly true in the case of automobiles and large appliances, such as re-
frigerators and air-conditioners; which commenly are bought on an
installment plan. In those situations, a few dollars extra on the install-
ment. payments will be balanced by the savings on the utility bills. Once
a system of operating cost disclosure is enacted, manufacturers will
realize that consumers will become very conscious of the operating costs
of such products, and competitive forces will cause many manufactur-
ers to redesign their products with an emphasis on energy efficiency.
Additionally, because consumers will have been very conscious of op-
erating costs at the time they make their purchase decision, it is likely
that their usage patterns will also reflect such consciousness. Thus, the
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“Major energy consuming household product” is defined as a prod-
uct which utilizes on the average, at least 200 kilowatt hours of elec-
tricity per year, or two million Btu’s of energy per year in the case of 2
product powered by fuel. The threshold value of 200 kilowatt hours
was established to limit the coverage of this bill to major household

roducts. The correlation between the 200 kilowatt hours and two mil-

lion Btu’s takes into account the inefficiencies associated with genera-

tion of electricity from a-primary fuel at a powerplant.

In the definition of “fuel economy” it 18 anticipated that EPA. will
promulgate testing procedures as soon as possible, so as to avold any
conflict with time requirements imposed by subsections (b), (f), and
(g) of section 5. This constraint should pose no problem, since EP

already has a testing rocedure which is widely used in conjunction

+vith its voluntary labeling program.

Segtion 4. Major Energy Consuming Household Products. Subsec-

tion (a) requires the Administrator of FEA to identify and assign

priority ranking to categories of major energy consuming household
£ developing the estimates required under

products for the {)urpose o ) : {
this bill in a timely and systematic manner. Tf a given category satis-

fies the definition of major energy consuming household product, then
each brand and model within that category will be covered by the pro-
i ithin that category

visions of this bill, even though particular items w
might not meet the 200 kilowatt hour or 2,000,000 Btu criteria.

Tn subsection (b) the Secretary of Commerce, through the National
Bureau of Standards (NBS), is required to define an average-use cycle

for each such product covered by the bill. In addition, the Secretary
is to devise a procedure for testing or calculating the energy utilized
during each such cycle. In order to make use of the procedures devel-
oped under the Secretary of Commerce’s voluntary energy labeling
program prior to the date of the enactment of this bill, any festing
or calculation procedure adopted for such purposes is considered to be
a procedure promylgated under this legislation.

Subsection (¢) requires that the test procedures be promulgated for
not less than fivé major energy consuming household products within
9 months after the date of enactment of this bill. This time require-
ment is consistent with the schedule of the existing voluntary program
which already has produced procedures for room air-conditioners, and
jg in the process of producing procedures for refrigerators, freezers,
refrigerator-freezers, and water heaters.

Subsection (d) the manufacturers are required to have tests con-
ducted on their various products in accordance with the procedures
established under subsection (b). ‘

Subsection (e) requires the 'A dministrator to develop information on
usage patterns of each product category and to compile data on the
average unit cost of energy. This information can be developed on a

metropolitan, regional, national or other appropriate basis as deter-

mined by the Administrator.

Subsection (f) discusses the manner in which the estimated annual
operating costs are to be determined. The information accumulated by
the Administrator on usage patterns and energy costs is sent by the
Administrator to each manufacturer. Tn addition, the Administrator
would furnish manufacturers with instructions for determining the es-
timated annual operating costs. For those products for which the usage
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Appliance Energy Guide would be the primary source of consumer
information regarding the energy characteristics and estimated annual
operating costs of a particular product. It is therefore crucial that
the Guide be prepared in a style and format that is easily readable and
understandable by the typical consumer. As an example, the Com-
mittee finds the Knergy Guide issued by the Secretary of Commerce
under the voluntary labeling program for room air-conditioners does
not provide adequate and medningful information for the consumer.
That particular Energy Guide is so complicated that it could be
counterproductive. On the other hand, the proposed Energy Guide
for refrigerators, to be issued under the same labehn%mprogram is,
in tha Committee’s opinion, a far superioz effort in that direction.

The Appliance Energy Guide is to be attached by the manufac-
turer to the product, in a manner to be specified by the Federal Frade
Commissipn.

In Subsection (h) prohibitions are set forth against manufacturers
or importers shipping appliances without Appliance Energy Guides,
or suppliers removing the Ap};ha.me Energy Guides. In addition,
the Federal Trade Commission is directed to establish rules whereby
dealers must display the estimated annual operating cost in conjunc-
tion with displays of the purchase price. The main objective of this
provigion is to call the consumer’s attention to the estimated annual
operating cost. However, any such disclosure requirement established
by ETC could be satisfied by a dealer if he obtained a written state-
ment that the purchaser has read the relevant Energy Guide. Since the
estimated annual operating cost is to be included on the Energy Guide,
the objective of assuring consumer awareness of the estimated annual
operating cost is achieved through use of such a written waiver. Since
tHe relevant disclosure reguirement is to be established by F'FC, the
form of the written waiver statement will also be determined by F'TC.
It is, hpwever, the clear intent of this Committee, that this waiver be
printedt in a clear and conspicuous manner so that it does not become
part of the “fine print” or otherwise submerged in the other paper-
work associgted with the sale of the product.

This subsection also requires that any advertisement which dis-
plays the purchase price or energy charactegistics of such a product
must also include a statement of the estimated annual operating cost
of the product, if the Federal Trade Commission rules that such a
statement is reasonable and necegsary.

Section, 6. Automobiles. Subsection (@) addresses the method for
determuning the estimated annnal o%emqmg costs for new automobiles.
The caleulation is to be perfarmed by tdhe\ manufacturers, on the basis
of EPA fuel economy test results, and utilizing usage and fuel cost
information provided to the manufacturers by the Administrator of
EPA. At the discretion of the EPA Administrator, the estimated
annual, operating costs can be determined on a national, regional,
metropolitan or any other appropriate basis. If a basis other than
national is deemed to be most appropriate, then the manufactyrer shall
calculate a range of annual costs to reflect variations from a national
figure. In that case, the manufacturer would provide that range of
costs to the suppliers, together with instructions to suppliers that are
prepared by the EPA Administrator and which tell the sup lier how
to select from among that range of costs, a single figure which is most
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applicable to the local conditions in which the Yer is located. The
figure selested by the supplier would be utili::f ¥ that supplisr in
advertisements and digplays for which the estymated annual operating
cosb is required by FTC.

Sulsection (b) requires the awtomobile manufacturers to attach an
Automobile Epergy Guide to each new automebile. It also reguires
dealers to make sure thaf the Guides reinain on the vebicles.

Subsection (c) directs the Federal Trade Commission to devise the
format of an Automobile Enexgy Guide. The Automobile Energy
Guide is intended to prowide the $ypical consumer with information
which the consumer might want to use prior to making a purchase
decision. The Automebile Enesgy Guide is to centain iaformation
describhing the fuel economy characteristics of the automebile involved.
It is also to elaborate on the significance of the estimated annual
operabing costs, panticularly sp as te allow the consumer to be able
to refine that estimate to take aceount of the consumer’s personak
circumstances. In this regard, FTC might copsider the desirghility of
requiring a cross reference on sny display of estimated annual operat-
Ing coats to direct the consumer to the more detailed information con-
tained in the Autemobile Energy Guide. Im this period of uncertainty
regarding fuel prices, the Committee feels stxopgly that consumers be:
made aware of the fuel or electrigity prices used o develop the esti-
mated annyal operating costs. This information will be on the Energy
Guide, together with a notation as to the date or time period for which:
these prices are eonsidered to be typical. Subsequent issues of Epergy-
Guides which are based on more recent fuel or electricity prices ean
he made eagily distinguishable from earlier versions by utilization of
a different color scheme, such as is done with license plates.

In addition, the Automobile Energy Guide is to provide comparative-
shopping information, such as indicating the range of fuel economies
or estimated annual operating costs tha% are available for otherwise
similar models of that automobile. However, comparison by model
name on the Knergy Guide is not anticipated. ¥t is expected that the
Automobile Energy Guide would be the primary source of consumer
information. Xt is therefore crucial that the Guide be prepared in a
style and format that is easily readable and understandable by the-
typieal consumer.

Bubsection (d) provides for advance notification to the EPA
Administrator of any tests conducted by manufacturers under this
legislation.

Subsestion (e) directs the Commission to identify the kinds of
automobile advertisements which are to contain information regarding
fuel economy or estimated annual operating cost. Specifically, the
Commission may issue rules requiring that certain advertisements
which display the purchase price or fuel economy characteristics of a
new automeobile must include a statement of the estimated annual op-
erabing cost or fuel economy as determined according to the provisiens
of this Act.

Subsection (f) directs the EPA Administrator to publish, on an
annual basis, & booklet which compiles the fuel economy information
obtained under this bill. This booklet will probably be similar to the-
@as Mileage Guide for New Car Buyers currently being published
ky EPA. While explanatory information is expected to accompany:

8. Rept. 253-756——2
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any alphabetical listing of fuel economy test results, the Committee
wants to avoid the appearance of having the Federal Government
endorse, or indicate a preference for, any particular model automobile.
While the Committee strongly favors the concept of disclosing esti-
mated annual operating costs under appropriate circumstances, it
recognizes that in a tabulation such as to be included in the aforemen-
tioned booklet, disclosure of operating cost estimates might not be
practical especially in view of such factors as geographic price varia-
tions or market price fluctuations. Therefore the bill would delegate to
EPkAl the decision as to whether to include such disclosures in the
ooklet,

In Subsection (g) the Federal Trade Commission is directed to es-
tablish rules specifying the situations under which dealers must dis-
play the estimated annual operating cost in conjunction with displays
of the purchase price. The main objective of this provision is to call
the consumer’s attention to the estimated annual operating cost. How-
ever, any such disclosure requirement established by FTC could be
satisfied by a dealer if he obtained a written statement that the pur-
chaser has read the relevant Energy Guide. Since the estimated annual
operating cost is to be included on the Energy Guide, the objective of
assuring consumer awareness of the estimated annual operating cost
is achieved through use of such a written waiver. Since the relevant
disclosure requirement is to be established by FTC, the form of the
written waiver statement will also be determined by FTC. It is, how-
ever, the clear intent of this Committee, that this waiver be printed in
a clear and conspicuous manner so that it does not become part of the
“fine print” or otherwise submerged in the other paperwork associated
with the sale of the product.

Section 6. Consumer Education. This section directs the Federal Trade
Commission and the Federal Energy Administration to carry out a
program to educate consumers and suppliers relative to the signifi-
cance of the estimated annual operating cost, the Appliance Energy
Guides, and the Automobile Energy Guides. This educational program
is considered a vital part of the intent of this bill to sensitize the
American public to the economic benefits of energy conservation.

Section 7. General Provisions. Subsection (a) specifies the limitation
on the liability of manufacturers and suppliérs who disclose estimated
annual operating costs. It is the clear intention of this Committee that
the estimated annual operating costs are representative in nature, and
are not to be construed by individual consumers as anything more than
a guide to the amount of money that could be saved by purchase of
energy efficient household products and automobiles. Accordingly,
paragraph (1) of subsection' (a) specifies that the failure of any
operating cost estimate to accurately predict an individual’s actual
costs cannot be construed to create any cause of action for rescission,
reformation, or refund of a contract or sale unless the disclosure was
made in a fraudulent manner. The burden is upon the customer to show
that the supplier fraudulently or knowingly gave the customer false
information on annual operating costs and that such customers rea-
sonably relied upon that information in entering upon any contract or
agreement. In paragraph (2), any supplier is explicitly permitted to
inform his customer that the estimates for the annual operating costs

*
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are basea vu sverage patterns of usage and should not be construed
as a precise calculation of annual operating costs that would be
experienced by any individual purchaser. ; ) :
gubsection (b) specifies that no requirement involving disclosure of
estimated annual operating costs pursuant to this bill shall be appli-
cable unless the product or automobile is manufactured on or after the
date of applicability of the disclosure requirement. A
Subsection (c) specifies the administrative procedure to be used in
promulgating procedures, rules, and regulations pursuant to this Act.
Subsection (d) declares that violation of any disclosure provision of
this bill constitutes an unfair and deceptive trade practice, within the
meaning of the Federal Trade Commission Act. Persons violating cer-
tain provisions of the bill are subject to civil action under the FTC Act.
This subsection also invokes the provisions of Section 1001 of Title 18,
United States Code for any statement or information presented to the
Federal Government. . [ihing
Subsection (e) prohibits stockpiling of products or automobiles in
order to avoid the labeling and disclosure requirements of this Act.

Subsection (f) provides for citizen suits.

Section 8. Preemption. This section describes the intention of Congress
to supersede any and all laws of the States or political subdivisions
thereof, if there is in effect an applicable Federal disclosure require-
ment with respect to such product or automobile. Exception to the
preemption clause is permitted under certain conditions upon petition
by any State or political subdivision.

Section 9. Annual Report. This section directs the Administrator to
include in his annual report, a comprehensive description of the ac-
tivities conducted by the Federal government under this legislation.

Section 10. Authorization for Appropriations. This section author-
izes to be appropriated to the Administrator, the Commission, the
Secretary, and the Administrator of the Environmental Protection
Agency, funds not to exceed $3,000,000 for the fiscal year ending June
30, 1976, not to exceed $600,000 for the transitional fiscal quarter ending
September 80, 1976, not to exceed $2,500,000 for the fiscal year ending
September 30, 1977, and not to exceed $1,500,000 for the fiscal year
ending September 30, 1978,

CuANGEs 1N ExistiNg Law
The bill as reported makes no changes in existing law.
Estimatep Costs

Pursuant to the requirements of section 252 of the Legislative Re-
organization Act of 1970, the Committee estimates that the cost of the
proposed legislation will be as follows:

Fiscal year

Transitional i
1976 quarter 1977 1978

3,000, 000 600,000 2,500, 000 1,500, 000
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Text oF S. 849, As REPORTED

A BILL To regulate commerce, to protect consumers, and to conserve energy by
requiring the disclosure of the energy characteristics and estimated annupalb
operating costs of major epergy-consuming household produets and automobiles.

Be it enacted by the Senate ond House of Representatives of the
United States of Ameriea in €ongress as led, That this Act may
he cited as the “Energy Labeling and Disclosure Act”.

DECLARATION OF POLICY

Skc. 2. It is the intent of Congress in this Aet to assure, through a
uniform national system, meaningful disclosure of the energy char-
aoteristics and estimated annual operating costs of major energy-con-
suming household products and automobiles, so that consumers can
readily compare them and thereby avoid purchaging those which un-
necessarily waste energy.

DEFINITIONS

Skc. 3. As used in this Act, the term-—

(1) “Administrator” means the Administrator of the Federal
Energy Administration or his delegate ;

(2) “automobile” means a four-wheeled vehicle propelled by
fuel or electri¢ity, which is manufactured primarily for use on the:
public streets, roads, and highways, except any vehicle operated.
exclusively on a rail or rails, and which has as its primary in-
tended function the transportation ¢of not more than 10 individ-
uals; the term includes a light truck which is rated at not more
than 6,000 pounds in terms of gross vehicle weight, and which
(A) is dgsg?w.l primarily for purposes of transportation of
property including a derivative of such a vehicle, or (B) has
specml.features modifying such vehicle for predominant offstreet
or offhighway operation and use. The term does not include any
g?;h%de manufactured for export, and exported, from the United

atess

§3% “Commigsion” means the Federal Trade Commission;

4) “communication medium” means any printed or electronic
mezuis of communication that reaches significant numbers of
people;

. (5) “dealer” means any person engaged in the business of sell-
ing new automobiles or new major energy-consuming household
products to purchasers who buy for purposes other than resale;

(6) “estimated annual operating cost” means, with respect to
a major energy-consuming household product or an automobile,.
the apprepriate tofal retail price (as determined in accordance
with this Act) of the electricity or fuel that is likely to be needed
during a calendar year for the customary type and amount of
use of such product or automobile ;

(7) “fuel” means butane, coal, diesel oil, fuel oil, gasoline, nat-
ural gas, propane, or any other solid, liquid, or gas that is capable:
of being utilized, directly or indirectly, to power a major energy~
consuming household product or an automobile;
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(8) “fuel economy” refers to the average distance traveled by
an automebile per unit of fuel or electrical energy consumed, as
determined in accordance with test procedures established by rule
by the Environmental Protection Agency. Where feasible, such
procedures shall require that fuel economy tests be conducted in
conjunction with emissions tests mandated by section 206 of the
Clean Air Act, as amended (42 U.S.C. 1857£-5) ;

(9) “major energy-consuming household product” means a
product which-- 1 !

(A) is sold or intended to be sold for use in a residence;

(B) functions when connected to a readily available source
of energy external to the preduct; and

(C) requires, based on average patterns of usage, more
than 200 Kilowatt-hours of electricity per year, or in the case
of a product powered by fuel, more than 2,000,000 British
thermal units of fuel per year; T

(10) “paragraph” means a paragraph of the subsection in

which the term is used ;

11) “Secretary” means the Secretary of Commerce;

12) “subsection” means a subsection of the section in which
the term is used ; and

(13) “supplier” means a wholesaler, direct sale merchandiser,
distributor, or dealer of a new automobile or of a new major
energy-consuming household product.

MAJOR ENERGY-CONSUMING HOUSEHOLD PRODUCTS

Skc. 4. (a) IoentrEIcATiON AND PrRioriry Rawring.—The Admin-

istrator, within 60 days after the date of enactment of this Act, shall—

(1) identify and list ¢ategories of majer emergy-consuming

household products; and

(2) establish a priority rhnking among such cetegories of

products, on the basis of each listed category’s contribution to

residential energy onsumption and the current availability of in-
formation on its energy charactéristics.

(b) Avsrace-Use Cycie DerermixatioN—(1) The Seeretary,
throtugh the National Bureau of Standards, shall, putsuant to guide-
lines established by the Administrator, determine average-use cycles
for the categories of major energy-consuming household prdducts
identified under subsection (a), in the priority order in which each
such catepory of product is ranked under subsection (a). Such Burean
shall also promulgate & procédure or procedutes by which the aver-
age-use of each such product may be simulated, and by which the
energy utilized during any such cycle may be méasured or calculated.
Such a test and ealcalation procedute shall, to the extent appropriate,
be the procedure, if any, that is prescribed for the product under na-
tionally recognized voluntary standards or international standards.

(2} A test and calculation procedure desctibed in a final energy con-
servation specification, that was promulgated by the Secretary prior
to the date of enactment of this Act pursuant to ths Secretary’s volun-
tary labelng program, shall be considered a procedure promulgated
under this Act.
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(¢) Deaprines For Test Procepures—Within 9 months after the
date of enactment of this Act, test and caleulation procedures shall be
promulgated under subsection (b) with respect to not less than five
categories of major energy-consuming household products. Within 18
months after the date of enactment of this Act, such procedures shall
be promulgated for not less than nine such categories of products.

(d) Testinc.—(1) The Administrator shall direct each manufac-
turer and each importer of any major energy-consuming household
product, for which a test and calculation procedure has been promul-
gated under subsection (b), to have tests and calculations made, in
accordance with such proce(iure, with respect to all applicable models
of such products that are made or imported by such manufacturer or
importer. Such manufacturer or importer may, for such purpose, in
accordance with guidelines established by the Administrator, retain
an independent testing laboratory, or make use of a national certifica-
tion program that is available to any manufacturer. d

(2) Within 90 days after a test and calculation procedure is pro-
mulgated under subsection (b), and on an annual basis thereafter,
each such manufacturer and importer shall submit, to the Administra-
to?, a certified record of the results of its test and calculations.

(3) A manufacturer or an importer of such a product shall, when
requested to do so by the Administrator, and at his own expense, supply
a reasonable number of specified products made or imported by it to
a laboratory designated by the Administrator. Such a laboratory shall
seek to verify the test results furnished to the Administrator by such
person. The United States shall pay all reasonable charges levied by
such laboratories for such activities. .

(4& Each manufacturer or importer of such a product shall notify
the Administrator in advance of, and shall permit authorized agents
of such Administrator to observe and inspect, any tests performed

pursuant to this subsection,

(e) Usace anp UtiLity Pricine INrForMATION.—The Administrator
shall develop and maintain, on a metropolitan, regional, national, or
other appropriate basis, as determined by the Administrator, informa-
tion wit}ll) respect to the estimated—

(1) number of average-use cycles performed annually by each
category of major energy-consuming household products; and

(2) average unit cost of the electricity or fuel needed for the
circumstances under which each such product is normally operated.

(£f) CompuraTioNn or EstiMaTep ANNvAL Operating Cost.— (1)
The Administrator shall, not later than 30 days after the promulgation
of procedures pursuant to subsection (b),and on an annual basis there-
after, disseminate to all manufacturers and importers of major energy-
consuming household produects the information developed under sub-
section (e). Such information shall be accompanied by instructions for
determining the estimated annual operating cost of a particular major
energy-consuming household produect.

(Q%yEach manufacturer and importer of such a product shall deter-
mine the estimated annual operating cost of such product in accordance
with instructions issued pursuant to paragraph (1). Such determina-
tions may, at the discretion of the Administrator, include a range of

-
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estimated annual operating costs to reflect geographical or other dif-
ferences in usage patterns or energy costs. Commencing not later than
90 days after promulgation of procedures pursuant to subsection (b),
the estimated annual operating cost data shall be included as part of
the material shipped with each such product, by a manufacturer or
importer thereof, to the suppliers who carry such product.

(3) If a range of estimated annual operating costs is provided to
suppliers in aceordance with paragraph (2), each dealer involved shall
select the estimated annual operating cost that is applicable, in accord-
ance with instructions that shall be prepared by the Administrator and
1(Iéc)luded with the material shipped to the suppliers under paragraph
(4) Within 15 months after the date of enactment of this Act, and
annuallf' thereafter, a booklet which compiles information provided to,
or developed by, the Administrator under subsections (b), (d), and

() shall be published by the Administrator, in a public document to be
placed on sale at the Goovernment Printing Office. Such booklet shall
present such information in a clear, concise, and objective manner, and
the Administrator shall take steps to encourage the widest possible dis-
tribution of such booklet and any revision thereof: Provided, That
nothing in this section may be construed to require the compilation of
lists which compare the estimated annual operating costs of major
gl;ergy-consummg household products by model or manufacturer’s
me, :

(2) Arrriaxce Enerey Gumes.—Not later than 30 days after the
promulgation of procedures with respect to a category of major
energy-consuming household products, pursuant to subsection (b),
the Commission shall by rule specify the format of an Appliance
Energy Guide for such category. An Appliance Energy Guide shall
set, forth, in clear and understandable language and form, information
with respect to— :

. (1) the energy consumption characteristics of the product
involved ;

(2) the estimated annual operating costs for the product, as
determined in accordance with this Act;

(3) the manner in which such estimated annual operating cost
was computed, including the time period upon which such esti-
mate is based, and suggestions as to how such estimate may be
refined to take account of the personal circumstances of an in-
dividual consumer;

4) comparative shopping information ;and

5) any other information deemed appropriate by the
Commission,

An Appliance Energy Guide shall be issued by each manufacturer and
importer of such a product, and copies thereof shall be included as part
of the material shipped to the suppliers under subsection ) (2). The
manner in which Appliance Energy Guides are to be attached to such
roducts by such manufacturers and importers shall be specified by
the Commission.
(h) Uxvawrur Conpuor.—Commencing 150 days after the promul-
%ra.tlon of procedures pursuant to subsection (b), it shall be unlawful
or any—



20

1) manufacturer or importer to ship in commerce any new
majfor energy-conseming household prodict for which such a pro-
cedure has been adopted, unless the Appliance Energy Guide for
stch product is attathed by such manufacturer or importer in
acco’rgance with the provisions of subsection (g);

(2) supplier to remove the Appliance Energy Guide from any
new major energy-consnining household produet; J

(3) dealer to sell or effet for sale in commerce any new major-
energy-consuming household product for which such a procedure
has been adopted, wnless the estimated annwal operating cost of
such product is disclosed by such dealer prior to any such sale.
Such disclosure may appear on the same label, tag, direct-mail
statement, or any other place on which the purchase price or ac-
quisition cost of such produet is stated, in accordance with rules
established by the Comimission. Any such disclostre ¥equirement
in this paragraph shall be conigidered to be fulfilled if the dealer
obtains a written statement from the¢ purchager that such pur-
chaser has read the relevant Appliance Emnergy Guide. If the
Administrator directs, puysuant to subsection (f)(2), that the
estimated annual operdking eosts shall be detérmined separately
for different sections of the Nation, mail-order literature, cata-
logs, brochuves, and other media ¢omanunicationis that are re-
ceived in tote thati one such séction and that cositain price data
shall include national average values with respect to estimated
annual opératitig costs, and they shall indicate olearly that the
estimatedp antinal operating cost of such a product for g specific
séetioft of the Nation may be obtaitied from a dealer who sells such
pfioduct ; and 4, KO

(4) petrson to advertise or cause to be advertised in commerce,
through anﬁ commutications fediuth, any new major erergy-
consuming household product for which such a procedure has
béen adopted, if such advertisement displays the purchase price
or energy characteristics of such product, unless it inceludes in
addition a statement as to the estimated annual operatihg cost of
such product, if the Comrmission determines that such statément
is reasonable and necessary, in accordan¢e with rules established
by the Commission : Provided, That if the Administrator directs,
putsuant to subsection (f) (2), that the estimated annual operat-
1ng costs shall be determined separatély for different sections of
the Nation, advertising covering more thah one suech section shall
include national average values with respect to estimated annual
operating costs, and it shall indicate c¢learly that the estimated
annual operating cost of such a product for a speeift¢ section of
the Nation may be obtained from a dealer who sells such product.

AUTOMOBILES

Sec. 5. (4) Comrurarion oF EstimaTep ANNUAL OPERATING
Costs.—(1) Each manufacturer and impofter 6f a new automobile
shall determine the estimated annual operating cost of stieh auto-
mobile in accordance with instructions issued by the Administrator
of the Environmental Protection Agency. Such determinations may,
at the discretion of such Administrator, include a range of estimated

-
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annual operating costs to reflect geographical or other differences in
usage patterns or energy costs. gqmmencing not later than 90 days
after the date of promulgation of fuel economy testing procedures 1n
accordance with this Act, the estimated annual operating cost data
shall be included as part of the material shipped with each such auto-
mobile, by a manufacturer or importer thereof, to the suppliers who
carry such sutomobile,

(2) If a range of estimated annual operating costs is provided to
suppliers in accordance with paragraph (1) each dealer involved shall
select the estimated annual operating cost that is applicable in ac-
cordance with instructions that shall be prepared by the Administra-
tor of the Envirenmental Protection Agency, and included with the
material shipped to the suppliers under paragraph (1).

(b) Laserive.—Beginning not later than 180 days after the
date of enactment of this Aoct, each manufacturer and importer of
new automobiles shall cause to be affixed to, and each dealer shall
cause to be maintained on, each new automobife, in a prominent place,
an Automobile Energy Guide prepared and issued by that manufac-
turer or importer.

(c) AvromoBre Exerey Gume.—The format of each Automobile
Energy Guide required by subsection (b) shall be determined by rule
by the Commission after consultation with the Secretary of Trans-
portation, the Administrator of the Environmental Protection Agency,
and the Administrator. An Automobile Energy Guide shall set forth,
in clear and understandable language and form, detailed information
with respect to—

(1) the fuel economy for such automobile, as determined pur-
suant to this Act;

(2) the estimated annual operating costs associated with the
zﬁprxz}zn of such automobile, as determined in accordance with

is 5

(3) the manner in which such estimated annual opsrating cost
was determined, including the time period upon which such esti-
mate is based, and suggestions as to how such estimate could be
refined to take account of the persenal circumstances of a pro-

' speetive purchaser;

(4) a range of fuel economy performance of automobiles, so as
to facilitate comparison shopping; and
'(8) any other aspects of autamobile operation deemed appro-
priste by the Commission.

_(d) Inseecrion.—Each manufacturer or imparter of new automo-
biles shall notify the Administrator of the Environmenta]l Protection
Agency in advance of, and shall permit authorized agents of such
Adminisfragor to observe and inspect, any tests performed pursuant
to this section.

(e) Apverrising.—The Commission shall identify the categories
and types of advertisements for new automobiles which it shall direct
to eontain the information required pursuant to subsection (c), to the
extent prescribed by the Commission. In accordance with rules to be
established by the Commission, if any such advertisement displays
the purchase price or fuel economy characteristics of a new antomabile,
the Commission may require such advertisement to include a statement
as to the estimated annual operating costs or the fuel economy of such
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automobile, whichever is appropriate. If the Administrator of the
Environmental Protection Agency directs that the estimated annual
«operating costs shall be determined separately for different geographic
regions of the Nation, advertising covering more than one such region
shall include national average values with respect to estimated annual
operating costs,

(£) Within 180 days after the date of enactment of this Act, and
annually thereafter, a booklet which compiles information provided
to, or developed by, the Administrator of the Environmental Protec-
tion Agency under this section shall be published by such Administra-
tor, in a public document to be placed on sale at the Government Print-
ing Office. Such booklet shall present such information in a clear, con-
cise, and objective manner, and such Administrator shall take steps to
encourage the widest possible distribution of such booklet and any
revision thereof: Provided, That nothing in this section may be con-
strued to require the compilation of lists which compare the estimated
annual operating costs of automobiles by model or manufacturer’s
name.

(g) Discrosure.—Beginning 180 days after the date of enactment of
this Act, it shall be unlawful for any dealer to sell or to offer for sale
in commerce any new automobile, unless the estimated annual operat-
ing cost of such automobile is disclosed by such desler prior to any
such sale. Such disclosure may appear on the same label, tag, direct-
mail statement, or any other place on which the purchase price or ac-
quisition cost of such automobile is stated, in accordance with rules
established by the Commission. Any such disclosure requirement in
this subsection shall be considered to be fulfilled if the dealer obtains
a written statement from the purchaser that such purchaser has read
the relevant Automobile Energy Guide. Mail-order literature, catalogs,
brochures, and other media communications that are received in more
than one geographic region that contain automobile price or acquisition
cost data may include national average values with respect to esti-
mated annual operating costs.

CONSUMER EDUCATION

Skc, 6. The Commission and the Administrator shall, in close co-
operation and coordination with appropriate industry trade associa-
tions and industry members incliding retailers, and interested con-
sumer and environmental organizations, carry out a program to edu-
<cate consumers and supplies with respect to—

(1) the significance of the estimated annual operating costs, the
Appliance Energy Guides, and the Automobile Energy Guides;

(2; the Nation’s need for energy conservation ;

(8) the way in which comparative shopping, including com-
parisons of estimated annual operating costs, can save energy for
the Nation and money for consumers; and

(4) such other matters as the Commission or the Administrator
determines may encourage the conservation of energy.

Such steps to educate consumers may include, but are not limited to,

publications, audiovisual presentations, demonstrations, and the spon-

sorship of national and regional conferences involving suppliers, con-
sumers, and State, local, and Federal Government representatives:

Provided, That nothing in this section may be construed to require the
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compilation of lists which compare the estimated annual operating
costs of automobiles or major energy-consuming household products
by model or manufacturer’s name.

GENERAL PROVISIONS

Skc. 7. (a) Lrmrrarrons.—(1) Except as otherwise provided, no
requirement in this Act regarding the disclosure of estimated annual
-operating costs creates, or shall be construed to create, a cause of action
in any person for rescission, reformation, or refund of a contract or
sale, on account of any failure to compl{) with any such requirement,
and no such requirement makes, or shall be construed to make, any act
-or failure to act actionable in a civil action for damages. If a person
knowingly or fraudulently gives a prospective purchaser false or mis-
deading information, or ify such person intentionally fails to give such
a purchaser any information required under this Act, with respect to
the estimated annual operating cost of a major energy-consuming
household product or of a new automobile, a cause of action may arise
and such conduct may be so actionable if such a purchaser relied
reasonably on such information in entering upon such contract or pur-
chase, and if such purchaser suffered avoidable loss as a consequence
thereof or if such loss is likely to be suffered unless such rescission,
reformation, or refund is ordered by an appropriate court or agreed
to by the parties. _

(2) Nothing in this Act prohibits, or shall be construed as author-
ization to prohibit, a person from representing orally or in writing
that the estimated annual operating cost furnished pursuant to this
Act is based on average patterns of usage and is not a precise predic-
tion of the annual operating cost that will actually be experienced by
an individual purchaser. ) y

(b) ErrecTive DaTE—No requirement involving disclosure of esti-
mated annual operating cost, pursuant to this Act, shall be applicable
to any major energy-consunming household product or to any auto-
mobile, unless it is manufactured on or after the date of applicability
of such requirement.

(¢) ApmiNiSTRATIVE ProcEpure.—Procedures, rules, and regula-
tions established pursuant to this Act shall be promulgated, and may
from time to time be amended, in accordance with the provisions of
section 553 of title 5, United States Code. After publication in the
Federal Register of a notice of intended rulemaking, interested per-
sons shall be permitted 30 days in which to submit comments in writing
with respect to the proposed action or with respect to a proposed
amendment.

(d) ExrorcemENT.—(1) It shall be an unfair and deceptive act or
practice in or affecting commerce, within the meaning of section 5 of
the Federal Trade Commission Act (15 U.S.C. 45(a)), for any person
to supply, give, or furnish false or misleading information with respect
to estimated annual operating cost, or to fail to supply, give, or furnish
such information or an Energy Guide, as required, to any purchaser, or
to otherwise fail to comply with any other provision of this Act, or any
test procedure, or regulation issued pursuant to this Act.

(2) Any person who fails to ¢omply with any labeling, advertising,
or disclosure requirement mandated or authorized under this Act shall
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be subject to a civil action under section 5(m) (1) (A) and section 19 of
the Federal Trade Commissien Aet.

(8) The provisions of section 1001 of title 18, United States Code,
are applicable to any statements or other information supplied, given,
or furnished pursuant to this Act to the Administrator, the Secretary,
the Commission, or the Administrataor of the Environmental Protec-
tion Agency, L

{e) Stockpming—The Commission may issue regulatiens to pro-
hibit any stockpiling, by manufacturers or importers, of any major
energy-consuming household product or automobile that may be
affected by g ,disc%osure requirement pursgant to this Act, prior to the
date of applicability of such requirement. As used in this subsection,
the term “stockpiling” means shipping, during the period between
the date of promulgation of a testing or calculation procedure and the
date of applicability of such disclosure requirement, at a rate that is
significantly greater than the rate at which such product or automebile
was shipped furin a prior base period determined by the Commission.

(f& Upon the faﬁure of the offending party to pay such civil penalty,
the Commission may commence an action in the apprepriate distriet
court of the United States for such relief as may be appropriate or it
ma uest the Attorney General to commence sueh an action.

) Crrizex Surrs.—(1) Any person may commenee a civil aetion
on his own behalf against (A) any manutaeturer, importer, or sup-
plier who is alleged to be in violation of any provision of this Act or
any regulation therunder; or (B) any Feéderal ageney which has a re-
sponsibility under this Act where there is an alleged failure of such
agency to perform any act or duty under this Act whieh is not
discretionary. The district courts of the United States shall have juris-
diction without regard to amount in controversy or eitigenship of the
parties to grant mandatory or prohijbitive injunctive relief or interim
equitable relief to enforce such provisions with respect to any manu-
facturer, importer, or supplier or to order such ageney to perferm any
such act or duty. Such court, in issying any final order in an action
brought under this subsection, may award costs of litigatien (inelud-
ing reasonable attorney and expert witness fees) to any party, when-
ever the caurt determines such an award is appropriate. Na apgtion may
be commenced under this section prior top 60 days after the plaintiff
has given notice of the alleged violation to the appropriate manufac-
turer, importer, or suppljer, and to the Federal agency involved.

(2) In any action under this sybseetion, the Commissiop, if not a
party, may intervene as a matter of right.

(8) Nothing in this subsection shall restrict any right which any
person or class of persons may have under any other statute or at com-
mon law to seek enforcement of any provision of this Act or regu-
lation thereunder or any other relief.

PREEMPTION

Src. 8. (a) GenerarL.—It is hereby declared to be the express intent
of Congress to supersede any and all laws of the States or political
subdivisions thereof insofar as they may now or hereafter provide for
the disclosure of emergy characteristics, fuel economy, or estimated
operating cost of any new major energy-consuming household product

-
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or automobile, if there is in effect and applicable a Federal disclosure
requirement, with respect to such product or automobile. B

. (b) ExemerioN.—Upon petition by any State, or pelitical sub-
division theréof, the Commission may, by rule, after notice and op-
portunity for presentation of views, exempt from the provisions of
this subsection, under such conditions as it may impose, any State or
local requirement that (1) affords protection to consumers which is
substantially greater than that provided in the applicable Commis-
sion rule; and (2) does not place an undue burden upon the manu-
facture or distribution of major energy-consuming household products
or of automobiles in interstate commerce. The Commission shail
maintain ¢ontinuing jurisdiction with respect to those State or politi-
cal subdivisions thereof which are speeifieally exempted under this
subsection. Any such exemption may be withdfawn or suspended by
the Commission whenever it determines that the State or political sub-
division involved is not enforeing its requirements sufficiently or ef-
fectively or that such exemption is no longer in the public interest.

ANNUAL REPORT

Skc. 9. The Administrator shall report to the Congress and the
President, as part of his annual report, on all activities of the Federal
Government relating to meaningful disclosure to consumers of the
energy characteristics and estimated annual operating costs of major
energy-consuming household products and automobiles; on all meas-
ures taken by the Administrator, the Secretary, the Administrator of
the Environmental Protection Agency, and the Commission to im-
plement and carry out various provisions of this Act; and on the
effectiveness of such activities and measures in reducing the consump-
tion of ener’%zrl by consumers dunring the calendar year precedin%
such report. The Secretary, the Administrator of the Environmenta
Protection Agency, and the Commigsion shall assist and cooperate
with the Administrator in preparing appropriate materials for each
such report, Each such report shall include, but need not be limited to—

(1), a thorough appraisal of the effectiveness with which esti-
mated annual operating cost requirements have been established
and enforced ;

(2) a summary and evaluation of the effectiveness of the public
education programs undertaken in accordance with this Act, in-
cluding, but not limited to, the Appliance Energy Guides and the
Automobile Energy Guides;

(3) a summary of outstanding problems confronting the im-
plementation of this Act and the realization of its purposes;

(4) a short- and long-term projection of plans for future activi-
ties and measures to implement this Act; and ~

(5) such recommendations for additional legislation as are
deemed necessary or appropriate.

AUTHORIZATION FOR APPROPRIATIONS

Sec: 10. There are authorized to be appropriated to the Adminis-
trator, the Commission, the Secretary, and the Administrator of the
Environmental Protection Agency to carry out the provisions of this
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Act, funds not to exceed $3,000,000 for the fiscal year ending June 30..
1976, not, to exceed $600,000 for the transitional fiscal quarter ending-
September 30, 1976, not to exceed $2,500,000 for the fiscal year ending:
September 30, 1977, and not to exceed $1,500,000 for the fiscal year-
ending September 80, 1978.

Agexcy CoMMuNTS

FepErAL ENERGY ADMINISTRATION,
Washington, D.C., June 6,1975.
Hon. Wazgen G. MacNUsoN, Y
Ohairman) Committee on Commerce, U.S. Senate, Washington, D.C..

Drar Senator Macyuson: In preparation for your Committee’s.
mark-up of $-849, scheduled for June 10, I have reviewed all testi-
mony that was presented to the Committee. In an effort to aid you and'
the Members of your Committee, I would like to advance some addi-
tional remarks.

As I stated in my testimony, I fully support the objectives of S-349
since they are consistent with the Administration’s Title X and XII
objectives. My concerns for the bill are still reflected in the energy
labeling of residences.

As T understand the intent of the label, it is to inform the purchaser
of estimated annual energy consumption and energy costs. “Cost of’
energy” would be more appropriate and to the point. It is also worth
noting that not all energy costs are identified by the label. Lighting
and miscellaneous energy use within the residemce, which accounts
for approximately 8% of the energy consumed, is not included. ;

The Admniinistration has sought through Title X, Building Energy
Conservation Standards Act, to ensure that all energy in both the resi-
dential and commercial sectors is accounted for. It is my objective to
see this approach accepted and toward that end I find I could support:
residential energy labeling if the above points were clarified.

With satisfaction, I have noted that subsequent mark-ups of S-349
have included the USC Title V, Section 553 rulemaking procedures.
It is most important that all interested parties be advised of the Gov-
ernment’s intentions and ample opportunity provided for their review
and comment. This approach is the most effective means of implement-
ing sound rules and procedures.

One final point should be reemphasized; the display of annual
energy costs on all labels. It is of the utmost importance that the value
of energy and the more efficient use of energy be raised in consumers”
mihds' for f]imrcﬁa,sé decisibns.” Annual costs provide a substantial
energy cost figure for consideration. !

I hope these comments are helpful as you and the Members of your
Committee continue to address solutions to our energy situation. If
I can be of any future help, please do not hesitate to call.

Sincerely,
Roger W. Saw,
Assistant Administrator,
Energy, Conservation and Environmendt.
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GenerAL CoUNSEL OF THE DEPARTMENT OF COMMERCE,
Washington, D.C., June 11, 1975.

Hon. Warrex G. MAGNUSON,
Chairman, Committee on Commerce, U.S. Senate,
Washington, D.C.

Drar Mr. CHarrmAaN : This is in reply to your letter of June 5, 1975,
requesting that in view of our experience with the voluntary appliance
labeling program we express an opinion as to whether rulemaking in
S. 349, the Truth in Energy Act of 1975, should be done in accordance
with section 553, Title V, of the United States Code, or in conformity
with the procedures set out in section 8 of S. 2176 which passed the
Senate in the fall of 1973. The rulemaking provisions of S. 2176 are
procedurally more complex than section 553, Title V, and would re-
quire an oral hearing, cross-examination, and testimony under oath.
It should also be noted that Title XIT of S. 594, the Administration’s
National Appliance and Motor Vehicle Act of 1975, would also require
rulemaking that follows section 553, Title V.

The rulemaking provisions for the Department of Commerce
Voluntary Labeling Program for Household Appliances is contained
in section 9.4(d) of its published procedures (Tab A). These
procedures substantially follow section 553, Title V, except that if an
informal oral hearing is requested within 15 days after the proposed
specification is publigled in the Federal Register, it must be granted.
Under section 553, Title V, an oral hearing is optional.

Under its voluntary program the Department of Commerce has had
only one request for an informal hearing. This was on the proposed
specification for refrigerators, combination refrigerator-freezers, and
freezers. The hearing was held on Februar 25, 1975. As you will note
from the enclosed notice of hearing (Tab B), the hearing was an
informal, nonadversary proceeding at which there were no formal
pleadings by adverse parties. Only the presiding officer and other De-
partment representatives had the right to question witnesses. The ma-
terial presented at this hearing made a useful contribution to the
Department’s evaluation of the proposed specification for refrig-
erators, combination refrigerator-freezers, and freezers,

The Administrative Conference of the United States in its recom-
mendation 72-5 adopted in December 1972, stated, “. . . Congress
ordinarily should not impose mandatory procedural requirements
other than those required by 5 U.S.C. § 553, except that when it has
special reason to do so, it may appropriately regulre opportunity for
oral argument, agency consultation with an advisory committee or
trial-type hearings on issues of specific fact.”

Based on our experience with the voluntary labeling program, we
would have no objection to Congress requiring an informal hearing
when requested. However, there does not appear to be any special
reason for the additional requirements of cross-examination and testi-
mony under oath set out in section 8 of S. 2176,

Sincerely,
Bernarp V. PARRETTE,
Deputy General Counsel.
2 Enclosures.
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STRATEGIC ENERGY RESERVES ACT OF 1975

-

JUNE 26 (legislative day Ju~E 6), 1975.—Ordered to be: prrin»ted»;

Mr. Jackson, from the Committee on Interior and Insular Affairs,
submitted the following

REPORT

[To accompany S. 677]

The Committee on Interior and Insular Affairs, to which was re-
ferred the bill (8. 677) to establish a Strategic Energy Reserve Office
in the Federal Energy Administration, to create a strategic energy re-
serve system to minimize the impact of interruptions or reductions of
energy imports, and for other purposes, having considered the same,
reports favorably thereon with an amendment and recommends that
the bill, as amended, do pass.

The amendment is as follows:

Strike out all after the enacting clause and insert the following
language:

That this Act may be cited as the “Strategic Energy Reserves Act of 1975”.

TITLE I—GENERAL PROVISIONS

Sec. 101. FinpINGS.—(a) The Congress hereby determines that—
(1) the Nation’s increasing dependence on foreign energy sources poses
a significant threat to the Nation's economy, security, and well-being ;
(2) there is a continuing danger that imports of energy supplies will be
subject to interruption or reduction for political or economic reasons;
(3) such interruptions or reductions would have a disruptive economie
effect, creating hardship for millions of Americans; and
(4) there is a clear need to minimize the impact of such interruptions or
reductions through the establishment of a national system of strategic energy
reserves,
Sec. 102. DECLARATION oF PorLicy.—It is hereby declared to be the policy of the
Tnited States to ereate over a period of seven years, and to maintain thereafter,
strategic energy reserves in storage capable of replaecing energy imports for at
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least ninety days in order to reduce the impact of interruptions or reductions in
imports of energy. sppplies.

TITLE II--STRATEGIC ENERGY RESERVE SYSTEM

SE¢.. 201, GENERAL ProvisioNs.—{d4) In order to protect the-United States
economy against interruptions in energy imports and to provide adequate énargy
invenfories for national Security purposes there is hereby ereated a strategic
energy reserve system (hereinafter referred to as the “system”) for those fuels
subject to the provisions of this Act which shall be composed of— !

(1) national strategic energy reserves;

(2) regional petroleum product reserves ; and

(3) such other components of the system as may be authorized by
Cengress,

(b) There shiall be establishéd in the Fedefal Efrergy Administratiori a Stra-
tegic Energy Reserve Office (hereinafter referred to as the “Office”). The Admin-
istrator of the Federal Energy Administration (hereinafter referred to as the
“Administrator”) acting through the Office shal exercise authority over the
establishment, management, and replenishment of the strategic energy reserve
system provided for in this Act. )

(e) As used in this Act, the term “erude-oil” means a mixture of hydrocarbons
that existed in liquid phase in underground reservoirs and remains .liquid at
atmospherie, pressure after passing through surface separating facilities.

“(d)y As used in this Aet, the ternv “refined petroleum products” means gasp-
line, naphtha, kerosene, distillates, refined lubricating oils, and diesel fuel. )

(e) As used in this Aét, the term “residual fuel oil” means those fuel oils
commonly known as ASTM Grades No. 5 and No. 6 fuel oils, heavy di‘esel, Navy
Special, Bunker C and all other fuel, eils which have a 50 percent boiling point
over 700 degrees Fahrenheit in the ASTM D86 standard distillation test.

(£) As used in this Act, the term “importer” means any person that owns at
the first place of storage any:crude oil, refined petroleum product, or residual
fuel oil brought into the United States.

(g) As.used in this Act, the term “refiner” means any firm that owns, operates,
or controls the dperations of one or more refineries.

(h) As used iu this Act, the term ‘persow’ means any indivi'(_lgal, firm, estate,
trust, sole proprietorship, partnership; association, company, ~391nt-yentu;e, cor-
poration, governmental unit or instrumentality thereof, or of a chantable, educa-
tional, or other institution, and includes any officer, directdr, owner, or duly
authorized representative thereof. ;

Sr¢. 202. NATYONAL STRATEGIC ENERGY RESERVES.~~(8) There are hergby author-
ized to be created national strategic energy reserves, which shall consist of crude
oil stored in tanks, natural geological formations; or othgrwise. y : oy 11

(b) The Admigu’gtrator is hereby authorized and dirécted to establish within
seven years of the date of enactment of this Act, and maintdin thereatter, na-
tional strategic energy reserves equal to not less than the volume of crude oil
i ts into the United States for three consecutive months.

(¢) For the purpose of this section, the base period for determining the volume
of crude oil imports for three consecutive months shall be those three consecu-
tive months in the preceding twenty-fotir months in which import levels were the
highest, which: volume shall be recomputed apapally. |

.. -(d) For the purpose of establishing and, maintajning the reserves authorized
in subsection (b) hereof, the Administrator is au orized to place in storage,
iransport; or exchange: ;

4{1.) crude oil produced from Federal lands, including the naval petroleum
reserves to the extent authorized by law ;

(2) erude oil to which the United States is entitled as royalty from future
production upon Federal lands, including the Outer Continental 8helf; and

(3) crude oil acquired by purchase, exchange, or otherwise.

(e) In order to commence the establishment of the reserves authérized by
subsection (b) hereof as promptly as possible, the Administrator shall give
priority to the utilization of existing storage capacity for that purpose and ghall
place in storage ; '

(1y''fiot less than 10 per cemtum of “the oil required t¢ be stored within
eighteen months of the date of enactment of this Act; .

(2) not less than 25 per centum of the oil requirdd to be stored within
three years of the date of enactment of this Act; and

-
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(3) not less than 65 per centum of the oil required to be stored within
five years of the date of enactment of this Act. . TR i

(£) If-the Administrator determines that the attainment of the storagé sched-
ule, required by this section, within the times specified tl}elzg;jl', w,ili have sub-
stantial adverse economic impacts or if the necessary storage capacity or sup-
plies of crude oil to be stored are temporarily unavailable, be may, afjer pro-
viding Congress with a justification therefor, delay the attainment of required
starage levels for up to six months. Thergafier, the Admiristrator may furtheér
delay the attaipment of required. storage schedule provided that— h ;

£1) the specific action proposed to be taken is submitted to'Both Houseés
of the Congress, Each House then shall baye the gpportunity to disapptrove
of such action within sixfy days of the receipt of the proposal pursuant tb
the procedures provided for in sections 90% (a), (b), and (c),.908, 909, 910,
31!,1'1{1{%2' and p13.of title 5, United States Code, except that i‘o the purposes
ihig oo y : ; ;
,44) any reference in such sections to ‘réorgapizéition plan” shall
be deemed to be a reference fo “‘petroleum storage schefule”, which for
the purpgses of this Act shall mean the storage schedule Fequited by
this section;
(B). such; sixty day review period shall begin when such action is
. Submitted, to, the Cangress.
. (2], The Administrator shall submit to both Houses of the Congress to-
Zether with the specific action' proposed a finding and report; which shall
contain the fo}lowing-: cy
(A) tHe need for the proposed action ;
.{B) -the prices of imported and domestic petroleum and other fuels
and forms of energy that are in fact anticipated to result from the pro-
posed action : . 4
(C) the impact of the proposed action upon domestic produdtion, con-
1 su;;npt'_on, and imports of petroleum and other fuels and forms of energy.

SEc. 203. REGIONAL PETROLEUM PRODUCT RESERVES.—(a) Thete are hereby
authorized to be createéd regional petrbletm product reserves which shall con-
sist of refined petroleum products or residual fuel oil stored in tanks, natural
geological formations of otherwise.

" (h), The purpose of these reserves is fo reduce the impact of interruptions or
reductions ih imports of energy s'upPlies in any Yegion of the 'United States
wherein linitations in the capacity or'capabilities of refineries, delivery systems,
or other factors preclude the attainment of such a reduction by the storagh 6f
crude oil alone. ‘

(¢) The Administrator is hereby authorized and directed to establish within
five years of the date of enactment of this Act, and maintain thereafter, régional
petroleum product reserves in any Petroleum Administration for Defense District
(hereinafter referred to as “PAD District”) wherein more than 25 per centum
of demand for residual fuel oil or any refined petroleum product has been met
by'imports during the preceding twenty-four-month peried. The Administrator
shall accumulate and thereafter maintdain in storage in that PAD Distfict in
th'lks, natural geological formationy, or otherwise a reserve for each such com-
mollity equivaient to not less than the highest level of imports for three consecu-
tive months for such commodity into that'PAD District during the preceding
‘twenty-fouf months, which Ievel shall be reéomputed annually. Such reserves
shall be availabte for distribution according to the terms and conditions sét forth
in title ITI of this Aet:

(@) The ‘Administrator may place in storage crude oil, residual fuoel oil, or
any refined petroleum product in’'substitution for all or part of the volume of
any commodity required to be stored in the regional peétrolettim produeét reserves
pursu‘ant' to the provisions of subsection (c¢) of this dection if he finds that such
substitution is necessary or desirable for purposes of e¢onemy, efficiéncy, or for
other reasons and may be made without delaying or otherwise advetdely affecting
the fulfiliment of the purpose of the regioiral Detroleum product reserves as
described in subsection' (b) bfithis section: Prior to making any such substitution
the Administrator shall transmit hig finding to the Congress together with a
description of the substitution’to be made and’ specifying thé date on which it
is to commence. Such substitition may eommence on the date specified by the
Adrplmstrator but in no case sooner than ithé close of the earliest period which
beg1n§ 'after the submission of the Admmistr'qtor’s‘ findifig to the Congress and
whichiincludes at least thirty days @uring which the House w4y in Béssion and at
Ieast-thirty days during which the Senate wds in session.
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(e) For the purpose of establishing and maintaining the reserves autherized
in fhis section the Administrator iy awthorized to place in sterage; transport, or
exchange crude oil, residual fuel oil, or refined petroleum produets’ acguired by

C exchange, or otherwise. ; P :
p‘.u(;fl;ﬂ ‘the 4‘(1m§(:1istrator determines that the attainmeént of the storage sched-

ule, required by this sectiom, within the times specified therein, will have sub-
stantial adverse economic impacts or if the necessary storage capacity or supplies
of crude ¢il, residual fuet oil, or refined petroleum products to be stered are
temporarily unavailable, he may, after providing Congress with a justification
therefor, delay the attainment of required storage levels for up to six months.
Thereafter, the Administrator may further delay the attamment of the required
storage schedule provided that— J
(1) the specific action proposed to be taken is submitted to both Houses of
the Congress. Each House then shall have the opportunity te disapprove of
such action within sixty days of the receipt of the proposal pursuant to the
procedures provided for in sections 906 (a}), (b), and (c), 908, 909, 910, 911,
912, and 913 of title 5, United States Code, except that for the purposes of this

et
i (A) any reference in such sections to “reorganization plan” shall be
deemed to be a reference to ‘‘petroleum storage schedule”, which for the
purposes of this Aect shall mean the storage schedule required by this
section ;

(B) éuch sixty-day review period shall begin when such action is sub-
mitted to the Congress.

(2) The Administrator shall submit to both Houses of the Congress togeth(_ar
with the specific action proposed a finding and report, which shall contain
the following: .

(A) the need for the proposed action ;

(B) the prices of imported and domestic petroleum and other fuels and
forms of energy that are in fact anticipated to result from the proposed
action ;

(0) the impact of the proposed action upon domestic production, con-
sumption, and imports of petroleum and other fuels and forms of energy.

SEC. 204. OTHER STORAGE RESERVES.—Within six months after the date of enact-
ment of this Aet, the Administrator shall prepare and sybmit to the Congress a
report setting forth his recommendations for including in the system—

(a) utility storage reserves to consist of reserves of coal, residual fuel oil,
or refined petrolenm products to be established and maintained by all fossil-
fueled baseload eleetric power gemerating stations fueled by eoal, residual
fuel oil or refined petroleum products, and with a generating capacity of one
hundred million British thermal units or more in an hour and sufficient to
maintain normal power generation for a period of not less than three months;

(b) coal storage reserves to consist of reserves equivalent to three months
of coal consumption, such reserves to consist of (1) federally owned coal
mined by or for the United States from federally owned coal lands, and (2)
Federal coal lands from which coal could be mined for consumption within
thirty days of an order to do s0; ;

(c) industry storage reserves consisting of crude oil, residual fuel oil,
or refined petroleum products maintained in storage by importers, refiners, or
others for the purpose of reducing the adverse impact of unplanned intgrrup-
tions or recductions in imports of energy supplies during the period while ghe
reserves created pursuant te section 202 and 203 of this Act are being
established and thereafter; and 1

(d) the study required by subsection (c) of this section shall include, but
need not be limited to: :

(1) analysis of alternative feasible systems for storage of industry
owned petroleum produets;

(2) an evaluation of the impact of each of the proposed alternative
storage systems on:

- (AY the retail prices of imported and domestic petroleum and
other fuels and forms of energy ; and

(B) domestic produetion, censumption, and imperts of petroleum
and othex fuels and forms of energy. J y

{8) ‘an evaluation of the eeonomie impact including industry costs

and the impact on competition of proposed alternative storage systems

&
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upon the several sectors of the petroleum industry and specific recom-
mendations for preventing or minimizing any inequities or undue hard-
ships arising from the imposition of such alternative storage systems;
and -

(4) a recommendation including proposed legislation for which of
the alternatives studied would be the most desirable.

TITLE III—ADMINISTRATION

Sec. 301. AUTHORITY OF THE ADMINISTRATOR.—T0 implement the establishment,
management, and replenishment of the strategic energy reserve system created
pursuant to section 201 of this Act, the Administrator, in furtherance of and not
in limitation of any other authority is authorized to—

(a) promulgate rules, regulations, or orders necessary or appropriate to
implement the prowvisions of this Act;

(b) acquire by purchase, condemnation, or otherwise, land or interests in
land for the location of storage and related facilities;

" (¢) cemstruct, purchase, lease, or gtherwise acquire sterage and related
facilities; -

(@) acquire by purchase, exchange, or otherwise crude oil for storage in
the national strategic energy reserves creéated pursuant to section 202 of this
Act and refined petroleum products or residual fuel oil for storage in the
regional petroleum product reserves created pursuant to section 203 of this
Act;

(e) require by rule, regulation, or order that importers or refiners main-
tain minimum working level inventories ef crude gil, refined petroleum prod-
ucts, and residual fuel oil equal to the average volume of such minimum
working level inventories maintained for the corresponding month of the
three preceding years;

(f) use, lease, maintajn, sell, or otherwise dispose of storage and related
facilities acquired pursuant to this Aect; .

(g) execute any contraets necessary to carry out the provisions of this
Act;

(l) cause proceedings, whenever he deems it necessary to implemnt this
Act, to be instituted in any court having jurisdietion of such proceedings to
acquire by condemnation, any real or personal property, including facilities,
temporary use thereof, or other interests therein, together with any personal
property, located thereon or used therewith, that he deems necessary to
achieve the objectives of this Act;

(i) order the use, sale, exchange; or dispoesal of all or part ef the reserves
established pursuant to this Aet, if (1) imports of crude oil, residual fuel
oil, and refined -petroleum products have faHen significantly or will svithin
thirty days.in his judgment, fall significantly below existing requirements
for such imports, regulting in an existing or prospective shortage :of at least
10 per eentum of import requirements; or (2) if reguired to fulfill obliga-
tions of the United States under an internatidnal agreement, to which it isa
party;

(j) require that the replenishment of depleted reserves is accomplizshed
expeditiously ;

(k) use, sell, exchange, or stherwigse dispose of crude oil, residual fuel oil,
or refined petroleum products from the strategic energy reserve system cre-
ated pursuant to seetion 201 of this Act which may be in excess of the vol-
umes required to be stored by section 202 and 203 of this+Act;

(1) establish price levels and allecation procedures for any crude oil, re-
sidual fuel oil or refined petroleum product withdrawn from the national
strategic energy reserves created pursuant to section 202 of this-Act or from
the regional petroleum product reserves created pursuant te section 203 of
this Act. Such price leveis and allocation procedures shall be eonsistent with
objectives enumerated in section 4(b) (1) of the Emergency Petroleum Allo-
cation Aet of 1973. In the event of the eXpiration of the Emergency Petroleum
Allocation® Acet of 1973, price levels and allocation procedures. established
in aceordance with this subsection shall, notwithstanding the .expiration of
that Act, be consistent with the purposes and standards and according to the
procedures set out in section 4, subsections (a) through (@) of that Act; and
. {m) waive application of the previsions of the Federal Property and Ad-
ministrative Services Act of 1949, as amended, with respect to procurement
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necessary for the purpose of this Act, if he finds it is in the national interest
to do so. .

SEC. 302. CONDEMNATION PROCEEDINGS.—Before any condemnation proceedings
are instituted pursuant to this A¢t, an effort shall be made to acquirethe property
involved by negotiation unless, because of reasonable doubt as to the identity of
the owner or owners, because of the large number of persons with whom it would
be necessary to negotiate, or for ofher reasons, the effort to acquire by negotia-
tion, would involve, in the judgment of the Administrator, such delay in acquiring
the property as to be contrary to the national interest. In any condemnation pro-
ceeding instituted pursuant to this sectiomn, the court shall not order the party in
possession to surrender possession in advance of final judgment unless a declara-
tion of taking has been filed, and a deposit of the amount estimated to be just
compensation has been made, under the first section of the Act of February 26,
1931 (46 Stat. 1421), providing for such declarations, Unless title is in dispute,
the court upon application; shall promptly pay to the owner at least 75 per centum
of the amount so deposited, but such payments shall be made without prejudice
to any party to the proceeding. Property acquired under this section may be
occupied, used, and improved for the purpose of this Act prior to the approval of
title by ‘the Attorney General as required by section 355 of the Revised Statutes,
as amended.

SEec. 303. ProuTtBITED AcTs.—Tt shall be unlawful for any person fo violate any
provision of this Act or to violate any rule, regulation or order issued pursuant to
any such provision.

gmé. 304, EnrorcEMENT.—(2) Whover violates any provision of this Act or
rule, regulations or orders promulgated pursuant theréto, shall be subject to a
civil penalty of not more than $5,000 for each violation.

(b) Whoever willfully violdtes any provision of this Act or rules, regulations
or orders promulgated pursuant thereto, shall be fined not mdre than $10,000 for
each violation and each tay that a violation centinues shall constitute a separate
violation. .

(¢) It shall be unlawful for any person to offer for sale or distribute in com-
merce any product or commodity in violation of an applicable order or regulation
isstied pursuant to this Act. Any person who knowingly and willfully violates this
subsection after having been subjecteéd to a civil penalty for a prior violation of
the same provision of any order or regulation issued pursuant to this' Act shall
be fined not more than $50,000 for each violation and each day that a-vielation
continues shall constitute a separate violation, or imprisoned not more than
six months, or both.

¢d) Whenever it appears to any person authorized by the President or the Ad-
ministrator to exercise aunthority under this Aect that any individual or organiza-
tion has engaged, is engaged, or is about to engage in acts or practices constitut-
ing a violation of this Act, such person may request the Attorney General te bring
an action in the appropriate distriet court of the United States to enjoin such acts
or practices, and upon a proper showing & ternporary restraining order or a pre-
liminary or permanent injunction shall be granted without bond. Any such court
may also issue mandatory injunctions commanding any person to comply with any
provision of this section.

(e) Any person suffering legal wrong because of any act or practice arising out
of any violation of this Act may bring an action in a district court of the United
States without regard to the amount in controversy, for appropriate relief, in-
eluding an action for a declaratory judgment or writ of injunction. Nothing in
this subsection shall guthorize any person to recover damages.

SEc. 305. DISCLOSURE, INSPECTION, INVESTIGATION.+—§a) Every importer, re-
finer, or user of fuels subject to the provisions of this Act shall prepare such
accounts, records of cost-accounting procédures, correspondence, meinoranda,
paners. books, and other records as the Administrator may by rute or regulation
prescribe as necessary or appropriate for purposes of the administration of this
Adt.

(b) The Administrator shall at all timhes have access to and the right to in-
speect and examine all producing, transportation, storage, refining, or processing
facilities. and all accounts; records, and memoranda of persons subject to the
provisions of thi§ Act; and it shall be the dnty of such pérsons to furnish to the
Administrator, within such reasonable time as the Administrator tay order,
any infermatien with respect thereto which the Administrator may.’by order
require.
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SEc: 808, Annusr Bepogrs—The Administrator shall prepare, have printed
and transmit t0 the President and the Congress an annual report summarizing
all actions taken under authority of this Act, with an analysis of thieir impact,
an evaluation of their effectiveness in fosterifig the objectives listed in section
1(1)2, lfmd;A axtly recommendations for legislation further implementing the objectives
of this Act.

SEC. 307. AUTHORIZATION OF APPROPRIATIONS..—~There are heréby authorized to
be -appropriated to the Administrator such funds as are recessary for im-
plenyentation.ef the provisions of this Act.

SEC. 308, SEVERABILITY.—If any provision of this Act or the applicability thereof
to any person or circumstance is held invalid, the remainder of this Act and the
application of such provision to other persons or circumstances shall not be
affected thereby.

I. PURPOSE OF THE MEASURE

The purpose of S. 677, the “Strategic Energy Reserves Aet of 1975”,
is to provide for the creation; at the earliest practicable date,and for
the maintenance thereafter, of strategi¢ energy reserves: that will
reduce the adverse impact on the Nation of interruptions or redtictions
in imports of energy supplies.

II. NEED FOR THE LEGISLATION

In 1973, 35.3 percent of total U,S. petroleum consumption was met
through imports of crude oil and petralenm prmﬁ‘:cts In 1974, we
relied on imports for 37 percent of our requirements. Forecasts for
1975 suggest that imiports will contribute over 40 percent of domestic
consumption,

Obviously, the degre¢ of reliance on imports will depend on the
success of efforts to restrain demand through conservation progtams
and on increased domestic production. But the lead times. involved in
securing ‘pay-offs from either production or conservation programs
assure substantial reliance on imports for the next decade.

The Federal Energy Administration concluded, in its Project Inde-
pendence study, that “eil imports will remain level or rise in the next
few years, no matter what long-term action we take.”

As long as substantial reliance on foreign oil is inevitable, some
provisien must be made to protect the Nation’s economy against the
impact- of import interruptions. The experience during.the Arab
embargo from mid-October 1978 to mid-March 1974 showed how
serious that impact can be. During the first quarter of 1974, when
the full effect of the embargo was felt, imports averaged, 2.2 million
barrels per day below earlier projections. The resulting cutback in
petroleum consumption was accompanied by a 7-percent decrease in
real GNP, rather than the increase forecast before the embargo.

Reporting on the effects of the embargo, the National Petroleum
Council:found that—

‘While the primary effects on industry were held to a mini-
mum, the secondary repercussions.resulting from disruptions
in world energy markets and from censumer reactions were
sigifificant. Gasoline shortages and rising fuel prices triggered
a demand shift toward smaller cars, which slowed activity in
domestic automotive and related industries. The tourist indus-
try and vacation areas were hard hit. Repercussions in money
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markets contributed to slowdowns in the housing and con-
struction trades.

The relatively short duration of the embargo, coupled with strong
energy conservation efforts, kept the impact of the embargo within
manageable limits, but a prolonged embargo could have far more
serious effects. Obviously, the degree of vulnerability depends on the
level of imports. The Project Independence report, asserting that
vulnerability to import disruption depends on world prices, con-
cluded that—

At $7 oil and no new domestic policy actions, imports will
reach 12.3 M bbl/d in 1985, of which 6.2 m bbl/d are suscep-
tible to disruption. A 1-year embargo could cost the economy
$205 billion.

At $11, imports will decline to 3.3 M bbd/d by 1985, and
only 1.2 M bbl/d are susceptible to disruption, at a cost of
$40 billion for a leyear embargo.

Thus, the impact of a future embarge could be serious enough to
justify comprehensive—albeit costly—measures to minimize such
impacts. '

The need for building stockpiles of petroleum has been increasingly
discussed as the Nation’s dependence on imports has grown. In 1970,
the Cabinet Task Force on Oil Import Control recommended that—

* * * further intensive study be given to the feasibility of
developing safeguards for U.S. oil security by means other
than import controls, with a view to possible legislative recom-
mendations. Particular alternatives meriting continued study
are underground and conventional storage, subsidization of
shale o1l or coal oil capacity, and the development of deliver-
able emergency productive capacity in Naval Petroleum Re-
serve No. 4.

The Department of the Interior, in a submittal for hearings on oil
import issues in January 19738, agreed that a storage program “may be
very desirable to help offset against short-term supply interruptions so
as to provide a cushion against longer-term interruptions in imports.”
But the Department deferred specific proposals pending the outcome
of its own studies and a study by the %a’tional Petroleum Council.

The- final report of the National Petroleum Couneil on this subject
dated Sepfember 10, 1974, concluded that the United States should
develop an emergency petroleum security storage system. The report
asserted that a substantial volume of such storage was needed and
that “effoits to implement such a program should begin immediately
because of ‘the long construction lead times involved.” The veport
went on to state that—

First consideration should be given to providing crude oil
secutity stordge to protect domestic refiiery rung. This study
inditates that 500 million barrels of crude storgge in combina+
tion -with normally available inventories will provide 90 to
180.days of supply for a large dpercentage range of crude
impotts presently foreseen: Crude storage can be efficiently
located in one or more Gulf Coast salt.dome’ projeéts-and
integrated with the crude transportation system that will
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serve Gulf Coast deep-water terminals. Specific circumstances
and specific logistical problems could require storage of ‘fuel
oil at strategic locations on the East Coast.

Other recent energy studies haye reached the same conclusion as
the National Petroleum Council. g
The preliminary report of the Ford Foundation’s Energy Policy
Project in mid-1974 concluded that if the Nation chooses to increase
imports—
It is incumbent on us to undertake a positive program for
dealing with future cutoffs—a strategic storage prograii,

The report pointed out that it had been normal practice for industry
to maintain inventories of 40 to 50 days supply to deal with seasonal
demands and operating requirements. This normal inventory is not
adequate in the event of a sudden interruption. ,

An economic evaluation of the concept of energy self-sufficiency by
the MIT Energy Laboratory Policy Study Group, published by the
American Enterprise Institute for Public Policy Research, found that
security could be provided against import disruption by the introduc-
tion of radically new import policies, one important element of which
would be oil stockpiles. The study found that the maintenance of a
stockpile to guard against a 1-year cutoff of 2 million barrels per day
of imports would cost about $990 million a year. If industry were
required to provide such a stockpile, the cost of oil delivered to con-
sumers would rise by no more than 25 cents a barrel, or two-thirds of a
cent a gallon. _

The Research and Policy Committee of the Committee for Economic
Development released a statement on energy policy in December 1974,
which endorsed the concept of strategie reserves.

The Agreement on an International Energy Program, signed by the
United States and other major oil consuming nations in September
1974, requires each participating country to maintain “emergency
reserves sufficient to sustain consumption for at least 60 days with
no net oil imports.”

The United States currently meets the requirements of the Agree-
ment in this respect because the Agreement defines emergency re-
serves to include unavailable inventories such as petroleum in tank
bottoms and pipelines.

At the Interior Committee’s hearing on the International Energy
Agréement on November 26, 1974, the administration witnesses made
clear that compliance with the requirements for emergency reserves
under the Agreement was ho substitution for the establishment of a
genuine strategic reserve.

President Ford’s state of the Union message on January 15, 1975,
approved a “strategic storage program of 1 billion barrels of oil for
domestic needs and 300 million barrels for defense purposes.” This was
the first Presidential commitment to establishing-a strategic reserve.

In summary, there are three compelling reasons for the creation of a
system of _strategic energy reserves.

irst, possession of a sufficient resérve of petroleum reduces our vul-
nerability and minimizes the adverse impact on the Nation of any po-
tential curtailment of oil imports; second, because a system of strategic
reserves would reduce our vulnerability to import curtailments, the

54-410—T756—2
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effectiveness of an embargo as a politico-economic weapon would be
significantly reduced, thereby reducing the.likelihood of its employ-
ment ; lagtly, when compared with a strategy of seeking total near-
term energy self-sufficiency, one that combines enhancing energy self-
sufficiency with the creation of a system of strategic reserves is sig-
nificantly more cost-effective.

IIT. COMMITTEE AMENDMENTS

The Committee amended S. 677 by striking everything after the en-
acting clause and substituting a new text. The principal changes in the
new text are as follows :

1. The declaration of policy has been revised to extend from five to
seven years the period during which the strategic energy reserves are
to be created. ‘

2. The composition of the strategic energy reserve system has been
revised to include:

(a) National strategic energy reserves.

'b) Regional petroleum product reserves. :

étg Such other components of the system as may he authorized
by. Congress. ‘ :

3. The pequirements for the national strategic energy reserves have
modified so as to: 25 " )

(a) Extend from five to seven years the period during which
they are to be created. ¥ e
‘(,{) Require that priority be given to the utilization of existing
storage capacity and that there be placed in storage stated per-
centages of the oil regnired to be stored within 18 manths, 3 years,
and 5 years after the date of enactment.

4. A new type of reserves, the regional petroleumn product reserves,
is created to provide for the needs of areas where the storage of crude
oil alone ' weuld be inadequate, : ‘

5. The Administrator is required, within six months after enactment,
to submit to the Congress a réport setting forth his recommendations
for including in the system :

(a) Utility storage reserves.
b) Coal storage reserves.
¢):Interim industry storage reserves. ‘ y

6. The authority granted to the Administrator to establish price
levels orallocation procedures in the event of withdrawals from the
reserve system is modified to require that such price levels or allocation
procedures be consistent with the objectives set forth in:the Emergency

stroleum Allocation Aect-of 1973,

7. New sections on “Prohibited Acts” and “Enforcement” have been
added.

8. The regquirement for the establishment of a petroleum storage

prototype program has been deleted.

1V. LEGISLATIVE ACTION IN THE SENATE RELATED TO
STRATEGIC ENERGY RESERVES

In Jannary of 1973, the Committee on Interior and Insular Affairs,

pursuant to Senate Resolution 45, which authorized the National Fuels
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4#nd Energy Policy Study, conducted hearings on oil and gas imports
issues. The desirability of a storage program to help offset the impact
of impert interruptions became apparent in the course of thdse hear-

ings.

%n April 16, 1973 Senator Jackson together with Senators Magnu-
son, Randolph, and Ribicoff introduced S. 1586, the “Petroleum Re-
serves and Import Policy Act of 1973”. Hearings were held by the
Interior Committee on May 30 and July 26, 1973,

As the following letter indicates, S. 1586 was opposed by the Ad-
ministration. i

Exrcutive Orrice oF THE PRESIDENT,
OrricE oF MaANAGEMENT AND Bubeer,
! Washington, D.C., October 26, 1973.
Hon. Henry M. JAcksoN, i '
Chairman, Committee on Interior and Insular Affuirs, U.S. Senate,

" NewSenate Office Building, Washington, D.C.

Dear MRr. CHAIRMAN : This is in response to your request of May 22,
1973 for the views of the Office of Management and Budget on S.
1586, a bill to be cited as the “Petroleum Reserves and Import Policy
Act of 1978.” 5

In its report to your Committee, the Department of the Interior
expresses its view that:

1. Credtion of a system of reserves that could be called on to re-
place all oil and gas imports from insecure sources for at least 90 days
would be extremely costly and is considered unnecessary ;

2. Creation of new offices would be unnecessary and confusing, since
the functions specified for such new offices are already being carried
out by the Energy Policy Office in the White House and the Office of
Oil and Gas in the Department of the Interior; and,

3. The mere act of designating certain countries as ordinary or ex-
traordinary sources of supply will affect the security of such sources.

In addition, the Department of State, in its report on S. 1586, rec-
ommends against enactment, citing its study of the ramifications of
storage programs within the framework of an OECD-wide agreement
to share oil in times of emergency.

We concur, in the views expressed by the Departments of Interior
and State and, accordingly, recommend against enactment of S. 1586.

Sincerely,
Wirrrep H. RoMyEL,
Assistant Director for Legislative Reference.

Additionally, certain provisions of S. 1586 were overtaken by events
in the world petrpleum market which commenced with the embargo
of 1973-1974. Consequently, no further action was taken on the bill.

On December 5, 1974, Senator Jackson together with Senators
Mansfield, Robert C, Byrd, Magnuspn, Randolph, Stevenson, Haskell,
Pastore, Nelson, and Rihicoff introduced amendment 2006;'an amend-
ment in the nature of a substitute to 'S. 3267, the Standby Energy
Authorities Act. Title III of the amendment established a National
Strategic Energy Reserves System. However, the 93rd Cohgress ad-
journed without completing action on S. 8267.

In addition to S. 677, two other bills pertaining to the creation of
strategic petroleum reserves have been introduced in the Senate in the
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94th Congress and referred to the Committee on Interior and Insular
A ffairs.

Title IT of 8. 594, the Administration’s “Energy Independence Act
of 1975,” was the National Strategic Petroleum Reserves (civilian)
Act of 1975 (also separately introduced as S. 618), Title I of S, 594,
Naval Petroleum Reserves, created a National Strategic Petroleum
Reserve (military).

On March 7, 1975 Senator Hatfield introduced S. 1113 that would
alithorize the establishment of national petroleum reserves on public
lands of the United States. , !

On March 11, 1975 the Interior Commerce and Armed Services Com-
mittee held joint hearings on 8. 594, S. 618, S. 677, S. 1113 and on S.J.
Res. 13 a jomnt resolution authorizing production of the Naval Petro-
leum Reserves. On April 7, 1975 the Interior Committee held hearings
on S. 594, S. 618, S. 677, and S. 1113. :

Full committee mark-up sessions on S. 677 were held on June 9 and
June 17, 1975.

Navarn Perroreom Reserves

Sec. 202 of S. 677 authorizes the storage in natiomal strategic
energy reserves of crude oil produced from Federal lands, “including
the Naval Petroleum Reserves to the extent authorized by law.”

At the present time, no authorization exists for the direct use of
0il produced from Naval Petroleum Reserves or for the exchange
of o1l produced from Reserves with oil produced by private industry
to be earmarked for this purpose. With allowance made for con-
straints of development and limitations of pipeline capacities, if is esti-
mated that within seven yedrs of authorization of production, Naval
Production Reserve No. 1 (Elk Hills) alone could provide up to 387
million barrels of oil for storage or exchange for storage.

The Committee feels very strongly that production from the Naval
Petroleum Reserves should be mide available for storage in strategic
reserves. Clearly, this is the most economical alternative for develop-
ing strategic. storage. Furthermore, oil produced from the Naval
Petroleum Reserves and stored in the national strategi¢ energy re-
serves will be far more accessible in the event of an emergency than
if it remained unproduced underground. It is equally clear that essen-
tial military needs will be given priority in the event of an oil short-
age, as they were during the 1973-1974 Arab embargo.

Senator Haskell proposed an amendment to the bill which author-
ized and directed the exploration, development, and production of
Naval Petroleum Reserves No. 1, 2, and 3 for storage in the National
Strategic Energy Reserves althongh he realized the Act would then
have to be re-referred to the Committee on Armed Services. The
amendment, the text of which appears below, also authorized and
directed the construction and procurement of pipelines and sssociated
facilitles for the transportation of crue oil. :

The Committee considered and approved in principle the amend-
ment proposéd by Senator Haskell. However, it deferred final action
on the amendment to give the Commijttee on Armed Services, which
has jurisdictjon over matters related to the Naval Petroleum Re-
serves, the opportunity to act on legislation dealing with thid'subject.
The Committee agreed that it would ask the Majority Leadei*to defer
Senate action on S. 677 until the Armed Services Committee acts, so
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that the Senate can consider at the same time the question of estab-
lishing strategic reserves and the use of production from the Naval
Petroleum Reserves for such reserves. ;

i
AMENDMENT INTENDED TO BE PROPOSED BY MR. HASKELL
Insert the following new Title IV :

TITLE IV. NAVAL PETROLEUM RESERVES
Finpinas

Sec. 401. The Congress hereby determines that—

(a) nationwide shortages of crude oil, residual fuel oil, and re-
fined petroleum products caused by inadequate domestic produc-
tion and the unavailability of imports sufficient to satisfy domestic
demiand, are an ever present danger;

(b%‘ potential disruptions in the availability of imported energy
supplies, particularly crude oil and petroleum products, pose a
serious. risk to national security, economic well-being, and the
health and welfare of the American people;

(c) the result of domestic petroleum shortages and the reduced
availability of petroleum to the Armed Forces of the United
States from sources outside of the United States would be to deny
to the Armed Forces petroleum essential to the national defense;

(d) the state of development of Naval Petroleum Reserves
Numbered 1, 2, and 38 is not adequate for the production of pet-
roleum in the yolume required for national defense; and

(e) production of petroleum from Naval Petroleum Reserves
Numbered 1, 2, and 3 for storage in readily available strategic
energy reserves will permit the most effective and efficient use of
such petroleum to minimize adyerse impacts of the disruption of
1mf)0rt(_ad energy supplies upon the national security, economic
well-being, and health and welfare of the American people.

Skc. 402. Production of the Naval Petroleum Reserves for Storage-—

(a) Notwithstanding any other provision of law, the Secretary
of the Navy is authorized and directed :

(1) to explore, develop, operate and produce petroleum,
fI'OlI_l Naval Petroleu_m Reserves Numbered 1, 2, and 3 at the
maximum rate consistent with sound oil field engineering
gractlces for a period not to exceed seven years commencing

0 days after the date of enactment of this Act, and
_..(2) to construct or procure pipelines and associated faeil-
Hies for transporting oil, associated liquids, and gases, ffom
Naval Petroleum Reserves Numbered il, 2 and 3 to the points
where such production will be refined or shipped.

Any such pipeline and associated facilities construeted at
Naval Petroleum Regerve Numbered 1 shall have a combined
delivery eéapability of not less than three hundred and fifty
thousand barrels per day, and shall be fully operable within

.. three years after the date of enactment of this Atct.

{b) Notwithstandihg any, other provision of law the Adnminis-
trator is authorized to plaee in storage, frafisport, ‘or exchinge
petroleum produced pursuant to this section for the purpose of
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establishing and maintaining the National Strategic Energy Re-
- ‘serves established by Settion 202 0f this Act. Spatin
(c) As used in this section the term “petroleum’” means crude
oil, associated gases, natural gasoline, and other related hydrocar-
bons; and the products of any of such resources. L

V. COMMITTEE RECOMMENDATION: - -

The Committee on Interior and Insular Affairs, by unanimous voice
vote of a quorum present at an open executive session on June 17, 1975,
recommended that S. 677, as amended, be enacted.

VI. SECTION-BY-SECTION ANALYSIS

Saort Trrie

The short title of the act is the “Strategic Energy Reserves Act of

19757,
Trtie I—GeENERAL ProvisioNs

Section 101, Findi sets forth the Congressiongl Finding that
because of continued nf%% dependence on imported energy the nation
is vulnerable to potential interruptions or reductions in such imports.
To minimize the impact of such interruptions it is necessary. to create
a national system of strategic energy reserves, & At
Section 102, Declaration of Policy, establishes as national policy the
creation over a period of seven years of strategic energy reserves equal
to ninety days of imports. This policy strikes a balance between the
desirability of creating the largest possible reserve at the earliest possi-
ble date and practical consideration of enonomy, availability of oil
for storage, availability of storage facilities, and the impact on the
petroleum industry and consumers of attempting to store great vol-
umes of oil in a short period of time. The requirement that the reserve
be created within 7 years is based upon testimony before the Commit-
tee and staff inquiry which indicate that while an earlier completion
date would be preferable it is not practicable for both economic and
technical reasons. ‘ o
While the storage of larger volumes of oil would permit the United
States to withstand a more extended supply interruption, the acqui-
sition and storage of such quantities are not technic_allf or econom-
ically feasible during the period when foreign political factors and
domestie considerations make a strategic energy reserve the most essen-
tial. Althongh the volume to be stored under ‘5%7 7 is fixed at 90 days of
imports, seeurity against an embargo of greater than 90 days is actu-
ally afforded in that a total and simultaneous embargo by all pro-
ducing countries is unlikely. In 1974, for example, U.S. petroleum
imports averaged 6.6 million barrels per day. Thus 90 days of imports
would average 594 million barrels and under the policy set forth in
section 101 .of S. 677 the e%uivalent of that volume would, he placed
in storage. For purposes of illustration, the embargo of 1973-74 re-
duced imports by 2.5 million barrels, per dsz,iy. Therefore, under the
formula of S. 7%, the oil to be stored, wounld compensate for import
reduction of that amount for a period o£.237 days. ,
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As a pragtical matter, the requirements for the Nationa]l Strategic
Ener f‘»esiervég and the Regional Petroleum Product Resérves treatet
in Title'Ii of S. 677 would result in the storage of less thhn 594 million
barrels (360 million barrels of crude oil ; 159 million barrels of residual
fuel oil; Total : 513 million barrels). The difference of ajigrqxhhately
75 million barrels represents the imports of residual”fiel’oil and
refined petrolenm products in PAD's II-V and of refined petrolenm
Kroducts in PAD I. The disparity will diminish as anticipated en-

anced refinery self-sufficiency causes an increase in the ratio'of ¢rude
oil to product imports. It could be further reduced deperident upon
FEA’s recommendation and Congréssional action on the utifity sfor-
age reserves, coal storage reserves, and industry storage resérves re-
quired to be-évaluated by Section 204 and by the conversion of oil and
gas fired power plants to coal. Finally, should Congress in the future
find that the storage of greater amounts of oil is desirablé, it can, of
¢ourse, revise the levels of storage. g

Trrrie IT—StrATEGIC ENERGY RESERVE SYSTEM

Section 201, General Provisions, creates a Strategic Energy Reserve
system. By contrast with other préposals for the creation of separate
military and civilian reserves, S. 677 creates a single systein. The
rationale for the establishment of a single reserve is that (1) it pro-
vides for economy and efficiency of administration and 22; in the
event of war, it is assumed that the provisions of the Defense Produc-
tlon Act would be invoked to give priority to military requirements for
pgffdléurxi as well as other ¢émmodities. The system shall be composed
o1:

(1) national strategic energy reserves;

(2) regional petroleum product ; and reserves

(3) other components that might subsequently be authorized by

Authority for the establishment and maintenance of the Reserves
is assigned to the Federal Energy Administration acting-through a
Strategic Energy Reserve Office created within the FEA. -

“The terms “crude 0il”, “refined petroleum product”, “résidual fuel
0il”, ‘importer”, “refiner”, and “person” are defined for purposes of
this Act. The definitions are drawn from current FEA regulations
except that “lease condensate” is excluded from “crude oil”, as defined,
and “unfinished oils” and “liquified petroleum gases” are excluded
from “refined petroleum products” as defined. These exclusions are
based on the fact that the volumes of such commodities that would be
required to be stored under the provisions of the act dd. not warrant
the sidm‘inistrative and economic burden.that their storage would
entail. g Tt

Section 202, National Strategie Energy Reserves, suthorizés the
creation of crude oil reserves owned and storéd by the governiment.
These reserves are to be established within 7 years and the volume is to
be the equivalent of: the highest 3 consecutive months of érude oil
imports in the previous 24 months with a requiremént to recompute
annually the amount to be stored. ‘ e PN A

The Administrator is authorized to store crude oil produced from
Federal lands including the Naval Petroleum Reserves. However, it is
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recognized . that Congressional authorization is required to permit
rodgultzlti%% from theg Naval Petroleum Reserves for this purpose.
gislation to permit such production is now pending in the Senate
Armed Services Committee and related bills are pending on the
House Calendar. With allpwance made for constraints imposed by
state of development and limitation of pipeline capacities, it 1s esti-
mated that within 7 years of authorization of production, the Naval
Petroleum Reserve Numbered 1 could alone provide m excess of 387
MMBBI of oil for storage or exchange for storage.

Storage of Government royalty oil from future production on fed-
eral lands including the OCS is also authorized. Royalty oil is a poten-
tial source,of up to 408 MMBBL of oil for storage within 7 years after
enactment of S. 677. . e A g

Autherity is granted to store crude oil ac%gn:eé_i by purchase or
exchange to allow the Administrator greater flexibility.

In order that the reserves may be filled as rapldlz as possible the
Administrator is required to give priority to the use of existing storage
capacity. For example, testimony before the Committee identified 100
million barrels of existing salt dome storage ca,pa.c'ltl);. It is further
required that the reserves be filled in accordance with the following
schedule:

FEA estimates of volume
required (MM bbl)

St ata

Percent Low High
Time from enactmenl:
18 MOAI®.. ... - - s e X - 10 * 58
b 1| S T T 25 15
5 YOAIS . . crnomcissanenams e sn e ok s i e e s er 65 235 5
7 OIS oo oeemme o mmoomSndemmmcmamdiiie otk 100 360 710

-

Section 202(f) allows the Federal Energy Administrator flexibility
in meeting the schednle for establishing the National Strategic
Reserves, while ensuring that Congress has adequate information
to ascertain whether or not he in fact is carrying out the purposes of
this Act. ;

The Administrator could delay the attainment of each milestone
in the schedule for up to six months after providing Congress with
his justifications for such delay. Thereafter, any proposal for further
delay must be submitted to both houses of Congress, along with a
repart detailing the reasons for the delay. Either house of Congress
would then have the opportunity to disapprove the proposed schedule
change within 60 days of receipt of such a report. A similar provision
relating to the Regional Petroleum Product Reserve is contained in
Section 203 (f).

- oot

The basic criteria for any such delay would be to avoid substantial
adverse economic impact or the unavailability of either the réquired
storage capacity or the oil to be stored, To take an extreme example,
if both U.g, oil imports and the price of imported oil greatly increased,
it could be in the Nation’s best interests to temporarily delay purchase
of oil for:the reserve system. Likewise, if scheduled ‘completion of
Jarge-scale, salt_ dome facilities should be unavoidably delaved, these
provisions would allow the Administrator to temporarily delay pur-
chasing oil for storage until adequate storage capacity became avail-

able. The Committee does not intend that this section be used by the
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Adiinistrator of FEA to unilaterally change the declaréd purpose of
this A¢t, which is to obtain a workable Strategic Petroleum Reserve
System within 7 years from the date of enactment.

Section 203, Regional Petroleum Product Reserves, addresses the
question of petroleum product storage. For both technical and economic
reasons the storage of crude oil is preferable to the storage of product.

However, in an area which is both higlly dependent upon product
imports and deficient in refinery capacity, the storage of crude oil alone
affords inadequate protection against potential supply interruptions.
This: will be true until regional refinery self-sufficiency is attained
or until such a region is fully tied into a national pipeline grid. At
the present time the reliance of the north eastern United States upon
imported residual fuel oil and the limited capacity and capabilities of
refineries ih that region necessitate the storage of residual fuel oil if
the impact of potential interruptions of energy imports is to be reduced.
At sueh time as the area becomes refinery self-sufficient, it is anticipated
that storage of erude can replace the storage of residual fuel. Urider
the requirements of this section, the Administrator is required to estab-
lish within five years a reserve for any fuel in any PAD District
wherein 25 percent, of the demand for that fuel has been met by imports.
At present only residual fuel oil in PAD T would be required to be
stored under f};is formulation. At the present rate of nnports 161
million barrels would be stered by 1980. '
~ To make the regional getmfenm product reserves administratively
flexible, subsection 203 (d) provides that, if necessary, the Admin-
istrator may substitute one fiel for another in the reserve so long as
the purpose of the reserves may be fulfifled and provided that he
traximsmits a finding to Congress which shall have 30 days in which to
review it.

_ Stubsection 203(f) is comparable to Subsection 202(f) in that it
allows the Administrator to delwy the attainment of 'regnire‘& storage
Tevels for up to six months subject to providing the Congreds with
advance notification and justification for the delay. Fhereafter, any
further delay is conditioned upon the submission ta the Congress by
the Administrator of his propyosal for delay after which either House
shall have sixty days in which to review and disa}l?;rove the praposal.

Section 204, Other $torage Reserves, requires the Admintstrator to
submit to the Congress a recommendation for future inclusion in the
System of : (a) utility’storage reserves, (b) local storage reserves and

(¢) industry storage reserves. The requirement for a study and recem-
mendation concerning industry storage reserves was adopted by the
Committee in lieu of an amendment, wlich was rejected, that weuld
have authorized the Administrater to require that importers and
refiners maintain as readily available inventories volumes of petro-
leum equal to up to 3 percent of their imports or through-put during
the preceeding calendar year.

Trrue I11—ADMINISTRATION

Section 301, Authority of the Administrator, provides authority to
the administrator for the establishment, maintenance, and use of the
Reserves. Significant provisions include :

54—410—75——3
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Subsection (e) which authorizes the Administrator to require that
importers and refiners maintain working level inventories equivalent
to such inventories in the corresponding month of previous years. The
purpose of this provision is to preclude total reliance upon the reserves
created by this act as a defense against supply interuptions.
Subsection (i) which authorizes use of the reserves if (1) petroleum
imports have fallen or are within 30 days expected to fall by 10% or
(2) if required to do so under the IEP agreement. .
" Subsection (1) which requires that, in the event of withdrawal from
the reserves, the Administrator shall establish price levels and alloca-
tion procedures for the oil withdrawn that are consistent with the
objectives enumerated in the Emergency Petroleum Allocation Act.
Section 302, Condemnation proceedings, establishes procedures and
safeguards for any condemnation proceeding instituted pursuant to
the Act, 1
Section 303, Prohibited Acts, and Sec. 304, Enforcement, make it
wnlawful to violate any provision of the Act and establish a schedule
of civil penalties for violations. Because the potential violation of_thg
act that can be most readily envisioned is that of the “black marketing
of petroleum withdrawn from the reserve in the event of a supé)ly in-
terruption, the provisions of Section 304 have been drawn from Section
115 of S. 622, the Standby Energy Authorities Act previously passed
by the Senate whose enforcement provisions are also designed to le—
suade “black marketing”. Because a significant supply interruption
might necessitate the simultaneous exercise of authorities provided
for in the Standby Energy Authorities Act and the withdrawal of
petroleum from the reserves created pursuant to S. 677, it was felt that
comparable provisions of the two Acts should be consistent. “
Section 305, Disclosure, Inspection, Investigation, requires that in-
formation needed by the Administrator for the administration of the
Act be provided by importers, refiners, or users of fuels. It further au-
thorizes the Administrator to conduct inspections and audits as neces-
sary for implementation of the Act.

Section 306, Annual Reports, requires an annual report to Congress
summarizing actions taken under the Act. i

Section 307, Authorization of Appropriationg, authorizes the appro-

priation of such funds as are necessary for the purposes of the Act,

VII. COST ESTIMATES

Tn accordance with section 252(a) of the Legislative Reorganiza-
tion Act of 1970 (Public Law 91-150), the Committee provides the
following estimate of the cost of this measure. Because costs will vary
significantly, dependent principally u¥01_1: a) the future volume of
petroleum imports and b) the source of oil to be stored in the reserve
system, alternative estimates are given.
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SecTioN 202

A. Cost of National Strategic Energy Reserves assuming continued
imports of crude oil at current levels.
* (1) Assuming that all oil for storage is purchased at a cost of $13
per barrel including transportation.

Fiscal year (incremental)
1975 1976 1977 1978 1979 1980 1981 1982 1985

High 3-month imports (MM bbl).__.__ 360 360 360 360 360 360 360 360 360
Quantity required (MM bbi) & .. .. .. PO i 18 18 54 54 90 72 54 0
Site acquisition, size of fully eloped

SHeSEMNTDDENS S R e e 120 120 120 0 0 0 0 ]
Cost of site right-of-way acquisition

and construction (millions)3______ ... %216 %187 189 L A [ A . W

Gast ofoil: (milliona)e 2l sl L o evonaacsn 234 234 702 702| $1, 170 36 ST0E o

Total cost (MHIONS)- oovrmeeommaeoeenn 450 423 ° 891 756 1,170 936 702 ..._____

: i LI & R S I I

‘ 1 Based.on the 3-month import levels and the percentage requirements of the bill, the quantity that is requirpd to
be stored has been calculated.

9 Sites must be acquired that when fully developed can accommodate the storage Program. It is anticipated that the
1st gear’s acquisitions will be sites that can be readily converted into storage and will be available for filling within the
1st 3 years, Acquisitions in tne following 2 years will be for properties that can be converted or on which new facilities can
be constructed for the balance of the program.

3 A planning estimate of $1.80 per barrel is used for the cost of construction of underground storage facilities including
all terminal right-of-way pipeline and ancﬁtaurg facilities. The fiscal year 1976 estimate includes the acquisition of proper-
ties and the construction of up to 150,000,000 barrels of storage. The fiscal year 1977 estimate includes the acquisition
of properties and the construction of sites that will be filled in fiscal year 1979 as well as all pipeline and ancillary facilities
required for those sites. Fiscal year 1978 will include the purchase of the balance of the property as well as the construction
of the facilities to be filled in fiscal year 1980. Fiscal year 1973 requirements include the construction of facilities, right-
of-way pipelines, and ancillary facilities that will be filled in fiscal year 1981. The fiscal year 1980 and 1981 programs
will only include the construction of facilities to be filled in fiscal year 1982-85.

. (2) Assuming storage of both crude oil aequired by purchase 4t a
cost of $13 per barrel including transportation and crude oil to which
the United States is entitled as royalty from future production from
the Outer Continental Shelf (assuming a I share).

xemgrye { ORI (i PR 7* T S
: Fiscal year (incremental)
1975 1976 1977 1978 1879° 1980 1981 1982 1985
: st ) Lokt Biad s qeld
High 3-month imports (MM bbl). ... 360 360 360 360 360 360 360 360 368
guantity required (MM b1 __. .. ..o ..... 18 18 54 54 90 72 54
ite acquisition, size of ful'y developed
) AL et el e 120 120 120 0 0 1] 0 (1]
Cost of site right-of-way acquisition
and construction (millions)s__.._....._..... $216  §187  §189 354 7L PR V0
0CS new royalty oil (MM bbi)._____ aeb o 0 48 48 60 2 84 96720t
Cost of oil—with new royalty oil
storage (millions)- - .- oo $234 0 $78 0 $234 0 0 (1]
¢ Totat gost with new royalty oil
stored (millions).-- - cooceeeocaees $450  §18% 267 $54  §234 0 L R

i

See footnotes abova.

(3) Assuming storage of oil produced from the Naval Petroleum
Reserves and crude oil to which the United States is entitled as royalty
fror}rit fui;ure production from the Outer Continental Shelf (assuming a
14 share).



Fiscal year (incremental)
1975 1976 1977 1978 1979 1980 1891 1982 1985

-t

High 3-month imports (MM bbl)___ .. e 360 360 360 360 360 360 360 360 360
:%mi!!;l feqﬁh’eﬁ (Mﬂﬁ By pindelir o 18 18 54 54 9% 2 54 0
ite acquisition, sfzze of fully developed

P O s (R 120 120 120 0 0 0 0 )
Cost of site right~of-way acquisition
o:nd construct%on mHlon ). e e $216 3187 $189  §54 ,........ | it
NPR-1 producton bbi), total.... it 19 55 72 .1 § .. Sl 3
Government share..________.... 2 87 39 54 63 64 . 65 65 .
MMmﬂMﬁ'(ﬂ:ﬂWM& Eras 8 48 48 -60 72 8 9%
Cost of oil with NPR and new
placed in storage (milions)...oocceeooaooe 0 i} 0 0 0 0 [ E—
Total cost with NPR and new
royaity oil stored (itHions)..----.-—- 216 189 189 54 0 Q ) ey e

(See footnotes at p. 13.)

B. Cost of National Strategic Energy Reserves assuming greatly in-
creased levels of imports (approximately double the current rate.)
(1) Assuming that all oil for storage is purehased at a cost of $13
per barrel including transportation,
Fiscal year (incremental)
1975 1976 1977 1978 1979 1980 1981 1982 1985

igh 3- i MM bbl). ... 360 500 575 600 630 655 680 710 7
gﬂfw ?:mlrma?d(bbl)‘-_z.."a ......... 25 33 67 127 173 131 154 %
v et el A e VRl e MRS T e ey

Cost of site right-of-way acquisition

; ) v S S5 S83 S35 MIEE Wbl
T e o 2 a1l 160 2,8 1,708 509
"fotal [01] — L9 575 744 1,254 1,886 2,403 1,778 2,002 975

See footnotes at p. 19.

(2) Assuming storage of both crude oil acquired by purchase at a
cost of $13 per %arrel inctuding transportation and crude oil to which
the United States is entitled as royalty from future production from
the Outer Continental Shelf (assuming a 15 share).

s : a o

1 Fiscal yea} (incrementat)
1975 1976 1977 1978 1979 1980 1981 1982 1385

b daiRs [T e PRy

= g Lo

month O (MM bBbos o -80S0 §%5 609 630 6% 6w 710 785
bis i (m?(fm‘»‘l)x it g By | g 180, VNG R 1oy Loty | 7S
uzntity required - ¢
< e P 10 300 35 0 0 ok B 0

Cost of site right-of-way acquisition and
i illi 250 315 3383 §$235  §$154 L 7L R
construction (millions) 3 § . $ a o4 4 B v

0CS new royalth ail (MM bb). - oG 2 e
L b i %25 0 W4T STl 1,313 81§74 0
ity off
T om0 % §575 S $630 31,106 §1457  $685 8754 Oprpevsd
s

See footnotes at p. 19.
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(3) Assuming storage of oil produced from the Naval Petroleum
Reserves and crude oil to which the United States is entitled as royalty
:fron}ll fut)ure production from the Outer Continental Shelf (assuming
14 share).

Lol o a4 r 7T

Fiscal year (incremental)
1975 1976 1977 1978 1979 1980 1981 1982 1985

T " > v *

High 3-month imports (MM phl). ... 5 75 600 630 655 680 710 785
gl;ga ntity _re;_uired (Mf’d('ml)zzh:m ..... ???_ gg 533 67 127 173 131 154 75
ite acquisition, size o \
sitesq(MM b)gli? ....... y_ .................. 150 300 335 0 0 0 0 (1]
Costdof site r;tg“{u-?t-y:ﬁy as:guisition 52 T 52 sis4
and construction (millions)$.._.________._..
NPR-1 production (MM bbF), total ... S‘Q 5 52 gi’ o
Government share_ _________ AR cie 3 k) 54 gﬁ ;4
OCS new royalty oit (MM bbl).._.___. Mo 0 48 48 2
Cost of oil with NPR and new royaity
oil placed in storage (millions)....- - AT 0 0 0 $52  $481 0 g (1]
Total cost with NPR aad new

royaltyoil stored (millions) - . ..o ceev-- $250 $315  $383  §$387 9635 $75 [+] 0

See footnotes at p. 18.

Section 203. Cost of the Regional Petroleum Product Reserves.

Fiscal year (incrementai)
1975 1976 1977 1978 1979 1980 1981 1982 1985

High S-month imports (MM b 137 152" 1?239 ' 1&30 " 183” 116010 %1 159 157
BrCeNL FRHMIPRA. . e i - - mcrencsurrevan e i wie pRA b G r w
g S e O i L 33 Crghen | R s L e

of site, rights-of-way, etc., acqui-
sition and constructign at $10/bbi 2__
Cost of residual oil at $15/bbl

Total regiosal [ 1(+] e ey )
uct reserve f.’;'_’f’."..",.?:_.._.,--_ 380 815 960 1,200 R LIS S it o cusin

1 JF00) 1 9080 1M TR | gl ofper e

1 The smadl growth in the residpal imports takes into consideration the construction of new sefineries and a slower growth
rate for residyal demand.

1 Residual will be stored in heated tanks, or pessibly, on advanced technalogy sites at an estimated cost of $14 per barrel.
3 Total egst is the sum of facilifies plus residual oil. It shoyld be noted that S. 677 may permit some substitution of other
products o crude for residual. The substitution would reduce the cost of the regional petroleum product reserve.

VIII, EXECUTIVE COMMUNICATIONS ON 8. 677 AND
8. 594 (TITLES I AND II)

No formal executive eommunications were received by the Com-
mittee concerning 8. 677 or 8. 594 (Titles I and II). Howewer, on
Mareh 16, 1975 vepresentatives of the Executive Branch appeared
before a joint meeting of the Committees on Armed Services and Inte-
rior and Insular Affairs to discuss the question of strategio petreleum
reserves. The provisions of the seve«r:xll pending bills pertaiming to
strategic petroleum reserves were addressed in the following state-
ments made before the Committees on that date.
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Srarivent oF HoN. Frank G. ZaArB, ADMINISTRATOR,
Fepgrar, ENergy ADMINISTRATION, PrEsENTED BY HoON.
Eric R. ZausNER, AcTING DEpUTY ADMINISTRATOR,
Berore A JOINT MEETING OF THE INTERIOR COMMITTEE,
Armep Services ComwmrTree, U.S. SexatE, Marcm 11,
1975, on S. 594 anp S. 677

Mr. Chairman, members of the committee, I appreciate this
opportunity to appear again before you today to discuss pend-
ing legislation that would create a National Strategic Petro-
leum Reserve and provide for the exploration and develop-
ment of the Naval Petroleum Reserves. Both Title II of
S. 594, the Administration’s Energy Independence Act of
1975, and S. 677 would provide for a civilian National Stra-
tegic Petroleum Reserve. I would like to state at the outset
that while the Administration is in general agreement with
the broad purposes of S. 677, we have serious difficulties with
some of its specific provisions. e o

However, before considering Strategic Reserve legislation,
I think it is necessary to bear in mind its relationship to the
comprehensive program submitted by the President to the
Congress in his State of the Union Message. - o

I’m sure that we all agree that the present energy situation
requires broad, decisive and prompt government action to pre-
vent continued. erosion of our economic vitality and national
security. The challenge we jointly face is to implement
promptly a coordinated national energy policy which restores
our energy independence. 7 e

A major goal of the President’s program would eliminate
by 1985 this country’s vulnerability to economic disruption
should foreign supplies of petroleum be interrupted. The
President’s mid-term program includes tough conservation
and supply expansion measures. To cut demand, he has pro-
posed mandatory appliance and auto efficiency labeling, and

ow-income conservation assistance program. To increase sup-
ply, the President proposed deregulation of new natural gas,
increased offshore oil and gas development, amendments to
the Energy Supply and Environmental Coordination Act, fa-
cility siting regulations, assistance to electric utilities, and
a synthetic fuels program. y

If the legislation required to carry out all of the Presi-
dent’s program is enacted, by the end of the next decade our
petroleum imports should amount only to 8 to 5 million bar-
rels per day. Should those imports be curtailed, the Civilian
Strategic Petroleum Reserve Program which the President
has requested would provide 8 million barrels of oil per day
for a period of cne year. The remainder would be dealt with
through imposition of various standby conservation and allo-
cation measures that we discussed with this Committee last
month.

Despite the basic similarity in concept, however, we believe
that S. 677 does not address important policy, program and
implementation considerations contained in the Administra-

-
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tion’s bill. First Title IT is more realistic in that it does not
attempt to set forth detailed, stringent requirements for im-
plementing a reserve program, but requires that a compre-
hensive plan be submitted to the Congress within one year
of enactment. Such a plan would include a comprehensive
environmental assessment, an analysis of alternative types of
storage facilities and their locations, what the stockpile
should consist of and haw large it should be, ownership of
both the facilities and the stockpile, costs and a detailed pro-
gram schedule for the development of such a system. b

Let me be absolutely clear about one thing. The President
is asking for specific authority to implement a Strategic Re-
serve Program. He does not intend that this plan be a study
of the advisability of such a program. The development of
the comprehensive plan will not delay implementation of the
program, but will enable us to proceed at a faster pace be-
cause it will be workable. Furthermore, Title IT would give
the President authority to begin deyeloping storage facilities
and storing petroleum as soon as feasible. These are already
considerations being analyzed by FEA.

Upon reflection, I think you will agree that we should not
hamper the implementation of a Strategic Reserve program
with legislative constraints which would perhaps be unwork-
able or extremely expensive, especially when the same end,
could be achieved through consultation with Congress on the
overall program plan. For example, S. 677 specifies four sep-
arate reserves within the energy strategic reserve system:
National reserve, and industry reserve, a utility reserve and a
coal reserve. Without getting into specifics, I believe that there
are serious questions concerning the validity of separate
utility reserves, given the extra financial requirements such a
program would put upon our already overburdened utility
industry. Utilities would also be affected unequally, depend-
ing on their current reserves. Likewise, our main problem in
the coal industry is not really adequate reserves for an emer-
gency, but one of increasing coal production and demand for
coal. Since it was the Administration’s intention, and we had
assumed that of the sponsors of S. 677, to protect against im-
port disruptions rather than domestic interruptions of pro-
duction, and further comsidering the impracticality of coal
storage of such a magnitude, as envisioned by S. 677, the
Administration is opposed to stockpiling.

Each of these separate systems has mandated levels which
vary depending upon floating base periods and each has a
specified timeframe within which they must be completed.
We believe such rigid requirements are unworkable, For ex-
ample, there may not be sufficient steel tankage to support
the large scale industry storage reserve outlined in S. 677.
Further, preliminary studies indicate that it may not be pos-
sible to prepare and fill underground storage facilities (salt
domes and mines) within the five year timeframe specified.
The stri¢t timing requirements of S. 677 would also not enable
the government to take advantage of price fluctuation in
the foreign oil market.
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The Administration’s bill would authorize sterage of up
to one billion barrels of crude oil or petrolenm products—
sufficient to withstand a total interruption of three mil-
lion barrels of imports for one year, or approxlmately dou-
ble the level specified in S. 677. We believe that the final
storage ‘éeve.l should be based on the results of a comprehen-
sive study of our needs in the 1980s. For example, if Congress
does not give the President necessary legislation to implement
his overall energy program, imports would be greatly in-
creased by 1985 and a 90-day supply as propesed in 8. 677
would be inadequate. In any case, we believe that any reserve
level should be firmly established and not allowed to vary
from month to month depending on the base periods. The
latter would present serious problems in planning and ad-
ministering any strategie reserve program.

Likewise, the premature setting of anticipated levels of
petroleum produet storage is unwise. The final level of produet
storage should await the results of a comprehensive study
whicﬁ reviews the cost of preduet versus crude storage, the
availability of faeilities for product storage (steel tankage is
in short supply and could be difficult te obtain in the future},
the ability of domestic refineries to meet the demand for
products during an emergency, and so forth.

The President should have the diseretion to choose the least
expensive and the most effective method of previding strategic
storage. For example, 8. 677 sets extremely high levels of
petroleum product storage, which are based on average maport
levels. If we have the refinery eapacity to meet our require-
ments during an emergency, it would seem we should store
crude oil at a much cheaper cost.

Further, 8. 877 ealls for a very small govermment-owned
reserve (crude oil equivalent to about 22 days of imports) and
a large amount of privately owned financed industry storage
of crude and petrolewm products (a 90-day supply to be ac-
cumulated by importers). The ocosts of implementing such &
large program within a very short period of time would be
very expensive, would affect different parts of the count
unequally and would probably necessitate another cost equal-
ization program and continued government regulations, Title
H of the Administration’s bill ealls for private storage, but
would await the result of a compréhensive analysis before
specifying what and how much would be stored, as well as
who should bear the cost.

Again, let me stress one point—we do not at this time have
the defimitive answers to all thege questions and that is why we
propose a comprehensive planning study which will be pre-
sented to Congress. We strongly believe that the approach
taken in S. 6T7 of mandating the level of storage, what will be
stored and the time to complete the program does not meet the
needs of the action and could be a very expensive (and per-
haps unworkable) method of providing the protection we all
agree is necessary.
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Secondly, I believe that it is premature at this time to des-
ignate what agency of the Federal Government should admin-
ister the Strategic Storage Program. S. 677 specified that the
Federal Energy Administration should have this authority.
While I agree that FEA should take the lead within the Fed-
eral Government of undertaking the comprehensive planning
study called for in the Administration’s bill, I think that any
‘dicision regarding who should administer the program should
await the results of the study. As K:u know, Title I of the
Omnibus Energy Bill authorizes the development and pro-
duction of the NPR~1, the Elk Hills Naval Reserves in Cali-
fornia, and establishes a Military Strategic Petroleum Re-
serve of 300 million barrels. The proceeds of the Elk Hills
production will go into a special fund which will be used to
explore and produce NPR-4 on the North Slope of Alaska, as
well as to fund both the Civilian and Military Reserve Sys-
tems. It may even be possible to aetually transfer Elk Hills
oil to government-owned storage facilities, although this will
have to await the results of the comprehensive planning study
outlined in Title IT.

Since Titles I & IT of the Administration’s bill are closely
interrelated, the President needs the flexibility and suthority
to determine how best to implement the program. Thus, we
believe it is premature to designate which, agency should be
responsible for adminigtering the program. In any case, it is
essential that both the Civilian and Military Strategic
Reserves Systems be completely integrated. To that end, the
Department of Defense wilt be involved in the planning of
the Civilian system and those federal agencies responsible
for planning the Civilian system will be involved in the
planning of the Military system.

Third, we believe that any authority to use the reserves
should be full%li;ltegmted with our requirements under the
International Emergency Agreement. In this respect, S. 677
only allows use of the reserves when imports fall 10 percent,
while the TEP requires that member countries engage in
demand restraint measures {or alternatively use their
reserves) when imports are reduced by 7 percent. We believe
that the authorities contained in the Administration’s bill
are more realistic in that they would allow use of the reserves
when we are required to implement the IEP.

Finally, we believe that the Prototype storage program
called for in S. 677 is unnecessary and could greatly delay
the implementation of the estabﬁshment of the Strategic
Petroleum Reserve System. Our initial analysis indicates
that in order to implement a program of the size we are
contemplating, it will be essential to construct large under-
ground facilities for the stora%e of erude oil. Such facilities
would either be located in salt domes or mines. There is little
guestlon of the feasibility of either type of storage. Salt

ome storage or large amounts of crude o1l is currently bei
done in France. Even in the United States large amounts o
petroleum products are carrently being stored in salt domes.
64-410—75—4
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Therefore, we believe that to await the results of a Prototype
program would be expensive, would prove little and would
unnecessarily delay the implementation of the entire strategic
storage program.

It is clear that any Strategic Reserve legislation must be
considered in the context of the entirety of the President’s
program, and its effectiveness will depend in large measure
on the implementation of the balance of the program.

Both S. 594 and S. 677 recognize the importance of a Strate-
gic Petroleum Reserve System with an overall energy pro-
gram for the nation. Such a system would minimize the im-
pact of interruptions of petroleum imports, thus signiﬁca.ntlly
reducin% our vulnerability to foreign economic forces. It
would also dovetail with our obligations under the Interna-
tional Emergency Program (IEP), which specifically allows
the use of reserves in excess of minimum levels (currently 60
days) instead of restraining consumption during emergency
situations. Both bills authorize the purchase and construction
of storage and related facilities by the Federal Government,
the allocation of materials necessary to implement the sys-
tem, condemnation proceedings, and the establishment of
allocation procedures and price levels for the use of the
reserves.

‘We are in basic agreement of the need for a Strategic Petro-
leum Reserve Program. I and my staff are willing to work
with Members of both Committees to obtain a workable Strate-
gic Petroleum Reserve program which will provide the coun-
try with the protection we all agree is necessary.

StaTEMENT BY HONORABLE JACK W. CARLSON, BEFORE JoINT
MEETING OF THE SENATE INTERIOR AND INSULAR AFFAIRS
ComMmITTEE AND THE ARMED SERVICES COMMITTEE

Mr. Chairman, I appreciate the opportunity to appear be-
fore these committees to discuss strategic petroleum reserves
and Naval Petroleum Reserves. One of the subject bills, S.
677, is similar to legislation that you introduced last year, and
has common objectives with Title IT of the President’s Energy
Independence Act of 1975, S. 594, which is also introduced as
Sf gl&g%J . Resolution 18 has a common objective with Title I
of S. 594.

First, I would like to point out the important objective that
S.J. Resolution 13 would achieve—that of getting the Naval
Petroleum Reserve No. 1 at Elk Hills in California into pro-
duction. This would hel(i) the economy and reduce our balance
of payments deficit, and it is one of the objectives of Title I
of the Energy Independence Act of 1975, However, Title I
goes much farther and establishes a basis for production of
NPR’s one, two, and three. It also provides for exploration,
development, and groduction of NPR No. 4 in Alaska. It pro-
vides for the President to determine the extent of private par-
ticipation in NPR No. 4. Title I also provides for establish-
ment of National Petroleum Strategic %eserveﬁ (Military) of

-~
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300,000,000 barrels. This is similar to the Civilian Reserves
rovided in Title IT, which I will discuss in a few minutes.
.J. Resolution 18 and Title I both provide a funding mecha-

nism for the development of the Naval Petroleum Reserves

and for strategic storage. Title I also provides a source of
crude oil for at least part of the strategic reserves.

Thus, S.J. Resolution 13 is meritorious, as far as it goes, but
it doesn’t go far enough. We favor the comprehensive ap-
proach of ’%‘itle I in this regard, because it is an integral and
vital part of the Administration’s comprehensive approach.

Next, I would like to review the strategic reserve proposals.

The establishment of a strategic reserve was one of the
recommendations made by the Ngaltiona,l Petroleum Council,
an advisory committee to the Secretary of Interior, at their
September 1974 meeting. Such a reserve was also recom-
mended by the Project Independence Blueprint. I have asked
the National Petroleum Council to extend the study it made
to cover the problems and actions needed to implement a
strategic reserve system. A copy of my letter is appended to
my testimony today. This study is now underway, and it will
be completed by May of this year. We will want to make
independent assessments of implementation problems and
review the options as a first step in developing a program to
implement tlrm)e strategic reserves authority that is enacted by
Congress. We plan to move forward without delay. However,
this forward movement mut be based upon sound, thorough
analysis and planning.

Title IT of the Energy Independence Act of 1975 and S. 618
provide appropriate authority to proceed at this pace. It also
provides all the authority and flexibility needed to develop a
strategic reserve system appropriate for a changing world
petroleum supply environment.

You and your staff are to be congratulated on the job you
have done in writing S. 677, the Strategic Energy Reserves
Act of 1975, It has many similarities with the President’s bill.
These include the Findings, Declaration of Policy, provision
for both Federally owned and industry owned reserves, pro-
vision for use only in a supply crisis, as well as other
provisions.

There are differences, which in some cases are significant
differences. The most important of these are :

(1) Aauthority for the program should be provided to
the President, rather than to the Administrator, Federal
Energy Administration.

(2) Authority to acquire oil for filling the storage ca-
pacity should be pecifically provided.
. (8) The need for conl storage reserves is not established
in the findings or policy statements in the act. Qur coal
supply is not subject to foreign interruption. What is
the risk that is to be protected against by these reserves?
The coal reserves are established at 180-days supply and
the 90-days of industry oil reserves plus 2214 days of
Federal reserves. The risk of a domestic coal supply
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interruption is apparently considered to be much greater
than the risk of a foreign oil supply interruption. The
use of coal is not interchangeable with oil during & crisis
except to a limited extent. This is evidenced by the fact
only 61,000 B/D of oil was replaced by coal during the
Arab embargo last year. There are physical problems
with coal stockpiles—there are safety hazards, and many
other problems with standby coal mining capacity. I
would also remind you that electric power plants, which
account for two thirds of our coal consumption, usnally
hold large reserves.

(4) Timing is important. The need to act is real, but
pradent action is required. The five year period for com-
pletion of the industry reserves would result in materials
and construction constraints, and it does not allow flexi-
bility to avoid bottlenecks. Alsp, the suggested Petroleum
Storage Prototype Program has great potential for de-
lay. If a prototype program is to be useful, it must be
in place long enough to uncover any problems that might
develop. Thus, such a program eould take up the fall 5-
years that is specified for program completion. The pro-
totype program is unnecessary, and should be eliminated.
Salt dome storage for petroleum products has been used
for twenty years. The plan would allow of a limited
storage capacity which could be expanded as the need
arises by means of leaching out additional salt to increase
capacity. Let me emphasize that we do not need the delay
nor the expense of a prototype program—not to demon-
strate a technique which has already proved itself to be
feasible. The technology is well established.

{8) The amounts of petroleum to be stored by the
Federal government and by industry depends on how
much insurance against interruption is needed. Conserva-
tion measures can handle an interruption of relatively
short duration. Storage reserves are needed to counter-
act a longer term cutoff. The President recommends a
one-year supply, or one billion barrels for domestic use
and .3 billion barrels for military use. Ninety days plus
appears to be inadequate.

(8) The utility Storage Reserve would place an un-
necessary burden on a financially troubled industry. Coal
and gas for utilities is primarily domestic and not subject
to interruption by foreign sources. Also, gas, and to a
certain extent coal, are impractical to store. The require-
ment on utilities and importers to store oil could result
in a double burden on utilities that import fuel oil. Both
the importer and the utility would establish reserves dou-
bling costs. Federal and industry reserves will provide
adequate coverage of needed strategie petroleum reserves,
with these provisions.

QObrviously, our objectives are precisely the same. We intend
to make this country strategically safe from foreign interrup-
tions of our vital energy fuels. But there are differences in the

-
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methods we use to achieve these objectives, However, the
President’s proposed Energy Independence Act of 1975 is a
comprehensive program which ties this objective of strategic
reserves in with other energy objectives. I recommend
program to you in its entirety. Title IT has much merit in com-
parison with other proposals, but even greater merit as part
of the comprehensive program.

Mr. Chairman, I will see to it that the Committee receives a
copy of the National Petroleum Council Report.

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., December 31, 1974.
Mr. Joux E. SWEARINGEN,
Chairman, National Petrolewm Council,
Washington, D.C.

Drear Mr. SweariNGeN : Thank you for your summary re-
port of September 10, 1974, entitled E'mergency Preparedness
for Interruption of Petroleuan Imports into the United States.
That report clearly outlines the options available to the U.S.
in the event of a future denial of imported petroleum. Of par-
ticular interest to the Department of the Interior is your rec-
ommendation for the immediate development of an emer-
gency petroleum security storage system..

The United States is now in the position where it needs to
move decisively and promptly in this most critical area of na-
tional security. It is, therefore, requested that the Council un-
dertake as a matter of urgency a study of the major factors
involved in the implementation of a security storage system
similar to that recommended by you in your summary report
of September 10.

Your analysis should include, but not necessarily be limited
to, discussions of; the optimum size of the security storage
system in terms of total volume and deliverability ; the alter-
natives available for providing this storage as expeditiously
as possible; the financing problems which could be expected to
arise; the sources and types of fill for the storage; and
Federal actions that could assist in expediting the develop-
ment of the security storage system as well as Federal actions
that might deter development. In addition your analysis
should include discussions of the relative needs for crude
versus product storage and any specific geographical, logisti-
cal or environmental problems which you would antici
to be encountered where the Nation to be confronted with
another energy emergency.

It would be most useful if your report would include anal-
yses of both the 500 million barrel storage system recom-
mended in your September 10 report and with a buildup to a
one billion barrel storage system. These systems should be
analyzed on two bases; (1) normal development consistent
with the objective of minimizing costs and (2) rapid devel-
opment based on minimizing time to completion. With respect
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to the later case, critical materials problems should be
identified.
Such studies should be completed as soon as practicable
with a report submitted to me by May 1975.
Sincerely yours,
Jack W. CArLIsON,
Acting Secretary of the Interior.

STATEMENT OF JACK L. BowERs, ASSISTANT SECRETARY OF THE
Navy (InsravrarioNs & Locistios) Berore A Joint Meer-
ING OF THE ARMED SERVICES COMMITTEE AND THE INTERIOR
imn I’ZNSU'LA'R Arramrs Commrrree, U.S. SENATE, MARCH

1, 1975

Mr. Chairman and members of the Armed Services and
Interior and Insular Affairs Committees, I am very pleased
to be afforded the opportunity to discuss the Naval Petro-
leum and Oil Shale Reserves and plans for allowing them an
increasing contribution to our energy needs.

I would first like to provide background information,
starting with a brief history of the Reserves, then telling
you of accelerated activity during the last two fiscal years.

The Naval Petroleum and Oil Shale Reserves were created
between 1912 and 1924. Upon recommendations of United
States Geological Survey, Presidents Taft, Wilson, Coolidge
and Harding established the petroleum reserves by with-
drawal of relatively small but selective acreage of domain to
be administered by the Navy as an assured defense fuel sup-

ly. Congress placed these Reserves under authority of the
gec;'etary of the Navy by an Act dated June 4, 1920 (y41 Stat.
813).

The abbreviated table below provides pertinent statistics
on the Naval Petroleum and Oil Shale Reserves system :

Proved reserves Estimated new reserves
MM/bbls MM/Mcf MM/bbls MM/Mcf Area
oil gas ol gas (acres)
1,009.6 1,180 482 300 1 46, 095
15.6 NA 0 0 130, 181
43.0 8.0 0 0 9, 481
100.1 160.6 10, 000-33,000 60, 000-192, 000 23, 680, 000
0 0 16, 000 0 145, 333

1 Contains both Gavernment and private titled land. NPR-1 is under a unit plan with the Standard Qil Co.
of California who participates in the amount of 20 percent. Socal also operates NPR-1 under contract to
the Department of the Navy.

During the last decade significant additions to knowledge
of the reserves have been obtained. However, owing to fund-
ing at the $5M-$8M per year level, no substantial prog-
ress was made toward establishing the full potential of the
Naval Petroleum Reserves as a rapidly available source of
emer%rency oil, In 1967, the Navy initiated preparation of a
complete plan for the exploration and development of all
reserves. The plan ‘was completed in April of 1973 and for-
warded to the President, and in the fall of 1973, when the
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oil embargo created shortages, the Secretary of the Navy
made a determination that NPR~1 should be produced. This
action was a(i)proved by the President and sent to the Con-
gress. A modification of the administration bill was passed
in the Senate, and in the House of Representatives the Armed
Services Committee held comprehensive hearings." Produc-
tion from NPR-1, Elk Hills, was not recommended by the
Committee at that time. The Committee concluded, however,
that NPR-2 and NPR-3 were of little value as viable re-
serves and, therefore, the Navy should consider producing
at these locations and using funds so derived to finance ex-
ploration and development of NPR-1 and NPR-4. While
the original bill for production at Elk Hills was not passed
in Congress, there was, however, an appropriation provided
for elz&) oration and development at NgR—l and NPR~4 of
$11.5M and $47.5M, respectively, and a substantial program
was initiated. The budgetary figures appearing in the legis-
lation were drawn from the Navy plan of 1973. Congress
followed in FY 75 with $64.4 million to continue the pro-
gram. DOD has now established in their planning a con-
tinuation of this effort through the Fiscal Year Defense
Plan years.

As related above, the budget actions of 1974 and 1975
together with the ongoing Fiscal Year Defense Plan have
been derived from the exploration and .development plan
submitted by the Navy in April of 1973. I would like to
summarize the objectives of the plan.

The Development Plan for lgaval Petroleum Reserve No.
1 calls for the creation of a 400,000 barrel of oil per day
production capability and includes all projects that are typi-
cal of any major oil field development. Not only must aggi-
tional wells be drilled, but the allied surface facilities must
be installed within the Reserve to handle the oil, gas, and
water in accordance with sound oil field engineering prac-
tices. Our five year exploration and development plan calls
for the drilling of some 50 to 76 exploratory wells at a cost
of about $30 million and completing the development of the
field with 829 wells toe%ther with production facilities at
a cost of $417 million. The exploratory effort is designed to
more completely define the extent of the Elk Hills reserves,
and the development program will establish the desired ex-
panded production capabilities from the various oil pools,
Of the development wells to be drilled, about 550 Wilftake
agproximately 30 days each to drill to 8,000~10,000’ depths
(Stevens and Carneros Zones). The remaining development
wells will be drilled to an average depth of about 3,500’
to penetrate the shallower oil and gas zones. The exploration
wells will vary in depths from 1,500” to 20,000’ (basement
rock). Prior to this time, the deepest well at Elk Hills has
been 12,856’. Thus, we will be drilling to basement rock for
the first time. When completed, the wells will be connected
to tanks and gauging facilities to handle the produced oil,
gas, and water. Over 75 tank settings will be upgraded and 24



32

new settingswill be constructed over the next five years. These
tank settings would then stage the fprmluceél hydrocarbons
through approximately 260 miles of new oil and gas lines
across the Reserve to shipping facilities and gas processing
lants.

P Additienal automated crude oil shipping facilities referred
to as LACTS (leasing automatic cuaod{ transfer stations)
are being installed at the perimeter of the Reserve for pos-
sible eommection to the various available eommercial pipe-
lines. Produced gas will be stripped of its liguids for sale at
competitive bid and the residual dry gas would be reinjected
into the reservoir to maintain pressure, thereby maximizing
ultimate oil recovery. Although proposed funding allows for
eonstruction of natural gas processing plants on the Reserve
capable of processing 300,000 MCF per day of gas, negoti-
ations are presently underway for the purchase or lease of
existing privately owned plants located near the Reserve.
Successful negotiations in this area may reduce the overall
costs of the development plan. Other surface facilities to be
construeted include storage facilities, cathodic protection,
vapor recovery systems, electrical service extensions, new
pumdping units, and construction of over 120 miles of access
roads.

Of the $93 million dellars provided by Congress to date,
over $64 million dollars has been committed in the awarding
of 25 construction contracts and multiple well drilling con-
tracts. The remaining $29 million will be committed to ad-
ditional drilling contracts as soon as the availability of casing
and materials allows. The commitment rate of funds to date
has been slowed by the world-wide heavy demand for oil field
supplies. For example, it takes at least six months to obtain
steel easing, pumping units are delivered 18 to 24 months
after ordering, and compressors take 18 months to ebtain.

Acceleration of materials installation could be made only
if eommercial orders were to be preempted, which we have
tried to avoid since such action would be almost certain to
impair the progress of private oil companies in the search
for additional o1l reserves. Only in the case of tubular goods
have we resorted to priorities. To date, 5 total of 32 preduc-
ing development wells have been drilled to 9,500" (Stevens
Zone}, two 25,000 barral a day shipping facilities are under
construction, 25 additional drilling sites have been con-
structed with an additiona] 100 umder contract to be com-
pleted at a rate of 10 per month. We are presently drilting
wells at a rate of 7 per month utilizing § drilling rigs. By
Se: ver we should have 8 rigs working on the Reserve,
eompleting 15 wells per month. A maximum of 12 rigs will be
employed in the last three years of the program which will
yield & rate of 20 well completions per month. The present
natural gas groeessing plant on the Reserve is being increased
in capacity from 50,000 MCF a day to 94,000 MCF per day,
pumping units have been ordered and will arrive at a rate of
4 per month starting in March, increasing to 14 per month

-
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in January 1976. Twenty miles of primary roads have been
eonstructed or upgraded.

As mentioned, an exploration program is also in progress.
A total of 10 expleratory wells has been drilled to date in
various areas of the Reserve. The exploration and develop-
ment wells have demonstrated that recoverable oil in the re-
serve will be inerepsed by at least 100 million barrels, and
this is a conservative estimate. Our deep test exploration well
will for the first time penetrate formations which are pro-
ductive in the vieinity of the Reserve, As a result, real po-
tential exists for further ineveasing the total oil reserves.

Thus, the producing capability of the Reserve is actively in
the process of being increased to 400,000 barrels of oil per day
with a targeted campletion date of 1980, With Congressional
approval of Title I of the President’s proposed Energy Inde-
pendence Act, production of 130,000 BOPD should be possible
within severa] months and 250,000 BOPD or more by 1977,
Production at any signifieantly higher levels grior to comple-
tion of the on-going development plan may deny the attain-
ment of capability to achieve the full 400,000 BOPD produc-
tion level, The eapability is similarly being rapidly developed
to move this production to the various shipping points on the
periphery of the Reserve. Movement of the crude oil beyond
the Reserve shipping points is limited by the available sur-
plus capacities in the various commerctal pipelines which
either are connected or could be connected to our shipping
points. Currently the surplus eapacity of these pipelines is
about 180,000 BOPD. Within 18 mounths, connections could be
made to aceommodate the off-Reserve transport of 155000
BOPD total Elk Hills preduetion, and 345,000 BOPD total
within 36 months. Each of these pipelina capacity levels has
an attendant capital cost for additional off-Reserve pipeline
connection, pumps, ete., increasing to $53 million to obtain a
deliverability of 855,000 BOPD. No funds have been re-
quested to meet any of these requirements. It appears that
some private capital would be forthcoming in this regard
should sustained increased production be gnaranteed.

The obtainable pipeline transport capabilities recounted
above have beem found to accommodate the API gravity of
oil produced at Elk Hills. In this regard, and in a further ef-
fort to test the prospective outlets for possible increased levels
of Elk Hills oil production, we have also surveyed the current
and projected erude oil feed stock deficiencies at California
refineries.

Due to the common practice of oil companies to trade or
exchange various grades of crude oil to obtain gravities which
can be utilized at a given refinery, it is not necessary to be.con-
cerned with the gravities of Elk Hills production other than to
note that a range of gravities is producible which could be
utilized at various California processing ¢enters. The present
apparent combined crude oil feedstock spare capacity at
California reflneries is about 139.000 BOPD, out of a total
statewide refining capacity of 1,755,000 BOPD, That is to say,
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this additional rate could be proeessed with current commer-
cial plant capabilities. Therefore, production open-up at Elk
Hills beyond abeut 139,000 BOPD could not be accommo-
dated by the present California refinery industry unless West
Coast imports were commensurately curtailed. (Currently
about 700,000 BOPD.) Analternative might be marine trans-
port to extrastate refining centers. The current total refining
spare capacity of about 139,000 BOPD is distributed among
the Bakersfield/San Francisco/Los ‘Angeles areas in 73,000/
0/66,000 BOPD increments respectively, and the only major
integrated company identifying any current spare capm:ifq7 is
the SOCAL refinery at Bakersfield (16,000 BOPD).

Projection of spare capacities one or more years ahead is
extremely risky in view of the many variables involved. The
impact of Alaskan oil, future of foreign imports, and un-
certain plans for expanded refining capacities all serve to
comiplicate the issne. However, no major integrated company
grojects any additional spare refining capacity for the next

ve years, and expansion plans for the independents are con-
tingent upon numerous complex variables, including long lead
time materials and equipment, which preclude the reasonable
projection of future spare capacities.

In -summmary, attainable pipeline capacities servicing Elk
Hills and spare California refining capacities are carrently
projected to be in the 180,000~150,000 BOPD range for the
next three years. Pipeline capacities could be more than
doubled by the end of these three years, but no definitive
growth in spare refining capacities can be accurately fore-
cast. To the contrary, shrinkage of the current spare eapaci-
ties can be anticipated when Trans-Alaska Pipeline comes on
stream during the 3rd or 4th quarter 1977. Early open-up of
Elk Hills production would be constrained by attainable pipe-
line capacities for 2 to 214 vears, when production could in-
crease to a field maximum efficient rate of 250,000 BOPD—
less than attainable pipeline capacities, but considerably more
than current California spare refining capacity.

During the recent contacts with pipeline and refining com-
panies, the Navy was cautioned that the figures provided were
accurate as of the date submitted and are subject to change
without notice. :

Naval Petroleum Reserve No. 2, located at Buena Vista
Hills, California, was leased out in the 1920s when the
Reserves were under the jurisdiction of the Secretary of the
Interior, is fully developed, and produces income of about $1
million per year.

Naval Petrolenm Reserve No. 3 at Teapot Dome, Wyoming;
is the smallest of the reserves and has approximately 150 pro-
ductive wells and has the capability of producing 2,000 BOPD
without additional drilling. During the two past years, FY
T4 and FY 75, this Reserve has been operating on a budget of
approximately $300,000/year.

' Development plans for this Reserve have been prepared
which call for the drilling of 562 wells over a five year period.

-
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During this development phase, production could take place
such that at the conclusion of the five years the average pro-
duction would equal 12,700 BOPD. The estimated cost of
this plan, including wells and shipping facilities, is $69.8 mil-
lion. Discussions with the pipeline company in the area
indicated that sufficient surplus capacity exists to handle
NPR No. 3 production. Similar investigation into the spare
refinining capacity in the Casper, Wyoming, area resulted in
the conclusion that the oil produced could be refined in the
immediate area.

NPR 3 also has additional areas requiring exploration. The
exploration plan identifies 16 possible locations for additional
hydrocarbon accumulations which have excellent possibilities
for increasing the productive potential of NPR 3. The cost of
the 16 well exploration program is estimated at some $1.7 mil-
lion;and is planned to be accomplished over a five-year period.

-Naval Petroleum Reserve No. 4 in Alaska is actively being
explored to determine the extent of the Reserve's assets. As
with any property determined to contain hydrocarbons, ex-
ploration must take place prior to defining and preparing de-
velopment plans. Over the seven year life of the Navy’s cur-
rent plan for NPR 4 exploration program, some 10,000 miles
of -seismic exploration will be conducted, and 26 exploratory
wells drilled. The total cost of the program is estimated to be
$382 million. Briefly, seismic exploration consists of trans-
mitting shock waves through the earth and recording the re-
turn signals. Processing the return signals allows the identi-
fication of structural changes in the subsurface depositions
which have hydrocarbon potential. Only by drilling a well
can one determine if the subsurface structures contain oil
and/or gas.

For FY 74 and 75, $30 million has been provided for the
exploration of NPR 4 of which $27.4 million has been ex-
pended or obligated. The remaining funds will be obligated
by June of 1975. As in the fiscal obligation rate of Elk Hills
development funds, the obligation of funds for NPR 4 has
beér slowed by the world wide shortage of oil field equipment.
For example, in excess of six months are required to obtain
steel for wells, well head equipment, and other equipment.
The supply situation for NPR 4 is compounded due to the
short 2 months shipping season on the Arctic coast. As a re-
sult, all materials required for the exploration effort must be
purchgsed and delivered to Séattle, Washington by May of
each ybar. Materials and supplies presently being utilized for
exploration were shipped during May 1974. Because of the
long lead time for materials and supplies acquisition and the
short shipping ‘season, it is extremely important that con-
tinuous funding be provided to prevent prolongation of the
program. A one year funding gap will cause the program to
suffer a two year setback. The funds provided in the FY T4
Supplemental appropriations and FY 75 Appropriations
Acts have allowed significant progress outlingd below to be
made. Future funds requested for FY 76 will permit the Navy




36

to cenduct an additional 8,100 miles of seismic expleration
and drill 3 wells to find the vast hydrocarbon deposits which
snderlie NPR 4. .

. The firet year of the Nawvy’s exploration was completed dur-
g FY 74 by conducting 1,049 miles of geismic exploration
and by mid-1975 we will have completed 3,500 miles, Proe-
essing this information indicates that several predominant
structures exist in the area covered. The initial pattern of the
seismic exploration was on an approximate 6 mile square
grid. A fter identification of the subsurface structures, detailed
seismic work was accomplished in specified areas. As a result
of the detall work, locations were chosen for the first two ex-
ploratory wells. The drilling of the first of these wells, at Iko
Bay near Barrow, has been ecompjeted and testing of the well
is now being done. We did not find significant oil, but it ap-
pears that the testing will show it to Ee a commercially pro-
ductive gas well. This well was drilled to a depth of about
3,000 feet. The drilling of the next exploration wel mill
commence later this week. It is located near Cape Halkets
(between Barrow and Prudhoe Bay) and it will be drilled to
a depth of 10,000-12.000 feet.

. Based on the data already in hand, together with the new
information that we are obtaining every day, we would ex-
pect within 134 to 814 years to have sufficient data on which
to base the development program which must precede pro-
duction. Given the magnitude of this program, it can best. be
ﬁmtfhshed by entering imto arrangements with private
industry.

The program, as you can see, is well underway. It has been
possible to acoomplish this work under authorization pro-
vided by the existing statutes together with fiscal appropria-
tions which have been increased during the last two years;
with approval of the budget which has been submitted in
FY 76, the program can continue. On the other hand, in
order tb meet our comntry’s increaging energy challenge, it
will be very important to take even more aggressive action.
Some of the measures that have been intreduced in the House
and Senate would take stch action and I would like to com:
ment briefly on them. )

Senate Joint Resolution 13, intreduced by Senator Can-
non, would authorize the production of petroleum from NPR
1 for national defense purposes at a rate not to exceed the
maximum efficient rate in accordance with sound engineering
and economic principles. The proceeds from such produc-
tion would be placed in a special account in the Treasury
to be used for the exploration, development, and preductien
of all of the Naval Petroleum and Qil Shale Reserves. This
Joint Resolution, which is virtually identical to S.J. Res
176, 93rd Congress, which as I noted earlier was passed by the
Senate but not by the House, is based on a Determination
made by the Secretary of the Navy on November 6, 1973,
in accordance with our statutes (10 U.S.C, 7422), that pro-
duction was needed for national defense purposes. In that
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Determination it was noted that the then present supphies of
petroleum were not sufficient, even through mandatery alto-
cation, to meet both the needs of military readiness and essen-
tis] civilian needs, including those vital to defense. It was
also moted that certain intemational events, i.c.. mainly the
embargo, were contributing seriously to the growing deficit
in source of military petrofeum supply and had led to reduced
availability from sources outside the United States where the
Armed Services normally proeure 50% of their needs. As we
all know, the conditions under which that Determination was
made have changed considerably and therefore the Determi-
nstion could now be challenged. We do feel that production
of the Reserves for the purpeses of constructing, managing,
and filling a national strategic petroleum reserve could be
justified as a national defense requirement, but we have taken
a different approach to this matter which I will discuss later
in my statement.

S. 677, which was introduced by Senator Jackson, would
icreate strategic energy reserves in storage capable of replae-
ing emergy imports for at least ninety days in order to reduce
the impact of interruptions or reductions in imports of enell-gy
supplies. Included within the strategic reserve system would
be (1) national strategic energy reserves; (2) industry stor-
age reserves; (3) utility storage reserves; and (4) coal stor-
age reserves. The national stngﬁic energy reserve would
be composed of erude oil produced from Federal lands, in-
-cluding the naval petroleum reserves to the extent awthorized
by law, and crude oil to which the United States is entitled
as royalty from future production upon Federasl lands, in-
cluding the Outer Continental Shelf.

While we agree with the philosophy of a strategic reserve
systexn as set forth in Semator Jackson’s bill and with the
concept of produetion in Senator Canon’s reselution, we have
problems with specific provisions on which I defer to the
FEA for diseussion. Also, we feel that more aggressive, and
more comprehensive, action should be taken.

To this end, the Prasident has submitted to the Cengress
for action the Energy Independence Aet of 1975 (S. 594).
Titles I and XTI of that bill are closely linked and provide the
President with general awthority pertaining to the subject
under discussion today. I wowuld like to provide a brief sum-
mary of these titles, highlighting some of the actions which
would be talken to implement its objectives. There is provi-
sion made for a National Strategic Petrvolenm Reserve of up
to 1 billion barrels for the civilian economy which is pro-
vided in Title II and a 300 million barrel reserve for the
andlitary which is provided in Title I. Title I alo provides
for production at Elk Hills and other Naval Petroleam Re-
serves for storage in the National Strategic Petroleum Re-
serve, for replenishment of Department of Defense stocks,
‘and for sale and exchange. A special fund would be estab-
lished in the Treasury derived from the funds realized from
sale of this petroleum. The special fund will provide monies
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for exploration and development of all of the petroleum
reserves and will provide for the establishment of the Na-
tional Strategic Petroleum Reserve, As you can see, Titles I
and II are closely related and, when enacted, will provide the
nation with a means for a viable storage “insurance policy”
against interruption in transportation of petroleum. The
Naval Petroleum Reserves that will be used in part to fill
the 1.3 billion barrel system will simply be transferred to a
form of storage that is more accessible should an emergency
arise,

In addressing the issue of producing at Elk Hills we have
commonly discussed an initial goal of 160,000 barrels per day.
As I mentioned earlier in my statement, we are mindful of the
transportation and refinery requirements and have recently
been working with the owners of pipelines and refineries in
the California area to determine what action needs to be taken
to assure delivery. Our initial review shows in excess of
100,000 barrels per day can be accommodated rather quickly
and that with additional connections to existing pipelines and
assuming the requisite spare refinery capacity. we would be
able to approach 160,000 barrels per day in a matter of
months.

The current proposal has followed the pattern of previ-
ously introduced legislation in assuririg that the oil will-be
offered for sale in such a way that all companies, large and
small alike, may be afforded a fair opportunity to participate.
We have authority within current legislation and with the
assistance of the Small Business Act to allocate appropriate
amounts to the smaller companies.

As you know, Standard Oil Company of California is the
partner of the Government at Elk Hills. They own approxi-
mately 20% of the field and-we operate under an agreement
which provides for sharing of production in that ratio: Much
has been said about what would happen if Elk Hills were
opened for other than national defense. We have initiated dis-
sussions on that subject with Standard Oil and would plan to
negotiate modifications to the existing Unit Plan Contract
which would protect the partners’ positions under the new
legislation. :

In a separate relationship, Standard Oil of California has
been for the last several years our operating contractor at ik
Hills. This is a competitively awarded contract renewable
approximately every five years and is separate and distinct
from the Unit Plan Contract.

On January Tth of this year, Standard Oil informed us of
their desire to withdraw from the operating responsibility.
They cited the fact that the very large drilling program
planned for Elk Hills would demand management resources
which they felt were sorely needed in other areas where they
are trying to increase the supply of petroleum; in addition,
they stated they are mindful of the frequent congressional

39

and public concern regarding the potential conflict of interest
which results from their several roles. While we agree with
them that the parties have been able to maintain appropri-
ately separated business relationships, we are sympathetic to
both of their citations and, therefore, indicated a willinghess
to seek a replacement contractor. Thereupon Standard pro-
vided formal notice on February 13th. Our contract allows
either party to withdraw with nine months notice and Stand-
ard Oil has asked that we accelerate that schedule if at all pos-
sible. We are moving out immediately to prepare a Request for
Quotation for this job. Without this early severance of our
relationship, a new competition would have been scheduled
for June of 1976. Based on responses in the past and infermal
inquiries, we are confident that a capable contractor will be
found. The Navy is proceeding to accomplish this action in as
short a time as possible.

For NPR’s 2 and 8, Title I provides for completion of devel-
opment at NPR 3 and production from both fields. This was a
recommendation from hearings conducted by the House
Armed Services Committee last year.

Of the petroleum available at NPR—4 it is planned to uti-
lize at least 20% for the Nationa] Strategic Petroleum Re-
serve or such other amount as determined by the President
and to make the remainder available to the public economy.
As was indicated earlier in the discussion, we are expecting
to be ready in the near term for participation by commercial
industry in the development program. Starting immediately,
the Navy would plan to begin an analysis of the optimum con-
tracting procedures for obtaining this participation. We will
consider competitive leasing, competitively negotiated con-
tracts and othher arrangements. We will seek to establish the
best means by which participation can be made attractive to
Industry and yet will assure for the Government receipt of
full value for the petroleum in NPR—4.

In summary, I would like to establish that we have in being
a planned program that is on schedule. This will provide in
the next several years a much needed improved development
status of the Naval Petroleum Reserves. In order to capitalize
on the potential of these Reserves, the Administration has
introduced a Bill providing for the National Strategic Petro-
leum Reserve, which instead of shut-in produetion capability
provided in the first instance, will provide a large volume of
petroleum for ready delivery at high rates. This more aggres-
sive program requires new legislation as proposed by the En-
ergy Independence Act of 1975, which we believe has been
carefully designed to assure optimum utilization of the Naval
Petroleum Reserves for the increasing energy needs of the
United States. The plan preserves the concept, inherent in the
existing statute, of a protected source of supply for times of
emergency for military and civilian economy alike. We there-
fore strongly support enactment of S. 594—the President’s
Energy Independence Act of 1975.
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Recxyr Events

NAVAL PETROLEUM AND OIL SHALE RESERVES

Navy plap—April 1973,

Increasedlé1 congressional appropriations—1974-75.

Pike subcommiftee hearings; produce NPR2 and NPR3;
accelerate exploration and development of NPR1 and NPR4.

Increased DOD budget planning.

NPR—1—ELEK HILLS; CALIF., STATUS AS OF JANUARY 1, 1974

1,000 wells.

160,000 BOPD cafability.

1 billion baxrels of oil reserves.
1.2 billion mef of gas reserves.

NPR-1 PLAN—OBJECTIVE: 400,006 BOPD

Ezxploration—Drilling operations, 76 wells, $30 miltion.

Facilities required.—None.

Development.—Drilling operations, 829 wells, $302 million.

Facilities required.—Separators, oil handling, gas han-
dling, transfer equipiitent, pipefine tie-ins, $115 million.

NPR-1—PROGRESS TO DATE
42 wells.
40,000 BOPD (from 100 million bbls of new resetrves).

$16-million facilities construction uderway.
Seeking new operator.

REFINERY SPARE CAPACLTIES
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NPR—2, BUENA VISTA HILLS, CALIF.

Now fully developed and producing.
Income i1}17 1973 was $1.28M (old oil prices).

Income to decline to_$0.78-M b{)
Present production is 647 BO

1978.
D royalty.
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NPR—-3, TEAPOT DOME, WYO.

150 wells. -

2,000 BOPD. cagability.

42.5M barrels of oil reserves.
Present production is 327 BOPD.

N‘PR-«!j ' (ALASKA) EXPLORATION PLAN"

26 wells.

Time frame: 7 years.
"10,800 miles of geophysics.
Cost of $382M.

NPR-4 GEOPHYSICAL PROGRAM
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NPR—-4 PROGRESS TO DATE

?,500 miles of seismic exploration to be dpmpleted June
1975.

2 exploratory wells to be completed by Juhe 1975. .

$27.4M expended/obligated to date.

DOD Proposed funding for NPR's

Fiseal year: Millions
1976 o TN L TN AR $117. 7
197T 2z 3 PREY ) P 47.5
1977 i - | NS A 173. 6
1978 2. . oo 130.2
1979 = g sl e 9.3
1980 + Y s N ARG

PROPOSED LEGISLATION |
S. 677.
S.J. Res, 18,
S. 594.

1975 ENERGY INDEPENDENCE ACT I'EATURES

Produce NPR’s 1,2, 3 and 4 (ultimsately).

Disposition of production

National strategic petroleum reserve.

Top-off DOD stocks.

Shles (military preference). '

Explore and develop NPRs 1, 3, and 4.

Special fund. . > -

National strategic petroleum reserve: (a) Military (title
I); (%) Domestic {title IT). : {

NPR-1-~Production/delivery capability, pipeline calacity

Time and production (bbls/oil per day) : ‘ o on
10 days (60,000) - - 10,000
B0 dayE BD00)c o et ] 130, 000
18 monthy (230,000) 2 -~ 155,000
3 years (250,000) i ¥ 4—— 355,000

Method of sale: Pablic sale with small business set-aside.
Modify mit plan contract.

NPR—3 {TEAPOT DOME) PRODUCTION'

Present capdbility :2:600 BOPD.
Potential capability : 12,000.

FULL DEVELOPMENT PRODUCTION PLAN

Drill 562 additional wells.
Costs: Approx. $70M. '
Would earn approx. $232.5M over 5 years (new oil prices).
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NPR—4 DEVELOPMENT PLAN

Full development will begin as exploratory program dis-
covers Iajor reservoirs.
Dispuosition of productian

At least 20% for NSPR or sale proceeds to special fund.

Up to 80% public economy.

THE NATIONAL STRATEGIC PETROLEUM RESERVE PLAN

Products to be stored.
Geografhical locations.
Type of storage.

StareMENT oF HoN. GERALD L. PARSKY, ASSISTANT SECRETARY
oF THE TREASURY, DELIVERED BY EDWARD SYMONDS, DEPUTY
ASSISTANT SECRETARY OF THE TREASURY

Mr. Symoxps. Mr. Chairman, members of the committee,
Mr. Parsky was called away on urgent business, and hopes to
be back later, but he has asked me to present his statement.

It is a privilege to appear before you this morning to par-
ticipate in this review of the President’s econemic and energy
proposals.

T understand the committee would like today to discuss that
part of the President’s energy program which would create
strategic energy reserves and authorize the production of pe-
troleum from the naval petroleum reserves.

The: specific legislative proposals include S. 618 and titles
I and II of 8. 594, which sets forth all 13 titles of our omni-
bus energy legislation.

S. 618 and title IX of S. 594 are identical, and I will address
my references specifically to title II of S. 594. Taken to-
gether, titles I and IT of S. 594 are intended to create a na-

1onal strategic petroleum, reserve.

This weuld consist of two types, one civilian and one mili-
tary. In addition, it is my understanding that the commit-
tee will be reviewing -provisions of S.. 877, the Strategic
Energy Reserves Act of 1975, as well as Senate Joint Reso-
Iution 13, a joint resolution to authorize the development and
production of the naval petroleum reserves.

Before discussing these proposals in detail I would like to
emphasize again the importance of considering each element
of the President’s pragram as part of an integral, comprehen-
sive, and carefully balanced legislative solution to all aspects

our energy program., e

Each element of this balanced program is critical in reach-
mlg our overall goal of reducing I’?’S dependence on imported
bil and increaseing U.S. energy production. ;

. Background: Lo understand our proposals better, I $hink
it is important to begin by explaining our current energy sit-
uation.
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Oil has beconié. an inerbasingly essential commodity
throughout our economy. However, two distressing facts have
occurred. First, our dependente on oil has increased both in
absolute and relative terms.

We have in recent months been dependent upon foreign
sources for approximately 36 percent of our domestic demand.
For instance, for the 4-week period ending Jannary.81, 1975,
out of an average daily demand of 17,425,000 barrels, we im-
ported 6,258,000 or almost 36 percent.

By contrast; in the corresponding 4-week period 1 year ago,
we imported a daily average of 5,307,000 barrels out of an
average demand of 17,142,000 barrels, or nearly 81 percent:

Similar relationships have been prevalent .througheut the
past months. For the 4-week period ending January 17 of this
year, we imported 37 percent as opposéd to 30 percent for
the corresponding period last year. :

It is, thus, clear that our percentage deperidéncy has not
decreased as a result of a slowdown in the gconomy. Congnr-
rently, our capacify to produce domestic oil has decline
For the 4-week period ending January 31, our average dal
domestic production stood at 8577,000 barrels, as' dgainst
9,184,000 barrels during the corresponditig period last year.

In the fall of 1978, we saw ‘whht could Happen as a result
of this reliance on foreign supply. The oil embargo of Qctoher,
1978, created major disruptions throughout our ecomomy.
These disruptions have been documerted’in the recent find!
ing by Secretary Simon pursutint to section 232 of the Trade
Expansion Act,; as amended.

This investigation also concluded that petroleum is now
being imported into this cotintry in such guantities and under
such eircumstances as to threaten to impair national secutity.

A copy of this finding and the investigdation conducted by
the Treasury Department in connection therewith was pre-
viously submitted to this committee, but I would be happy to
make additional copies available if needed.

In addition to the above data relating to the availability of
oil, it must be borne in mind that what is really at stake is
not only its availability but its cost. As was also brought out
in Secretary Simon’s investigation, the current price of for-
eign oil hias contributed significantly to both the inflation and
the recession that the United States is now experiencing.

The fact of theé matter is that we have lost the ability to
allow the mharket to determine the price of oil, 'and at present
we have no choice but to loock to OPEC for supply. :

To retain control over our political and economic destiny,
we miist first achieve the ability to be efféctively self-suffi-
ciént with respgct to sipplies of energy. 4

The President’s enerey proerani is designed to do just that
and more—he has said that by the end of this centurv, we
should strive to be able to supply a significant share of the
free World’s energy needs. Fald (1
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In order fo accomplish his goals, we will need to develop
alternatives for imported oil and we will also need to reduce
our total demands for energy of all kinds.

Concurrently, we must work with other consuming nations
to coordinate our energy policies and also to cooperate finan-
cially as we seek ta adjust to higher oil prices.

In this process, it 1s important to remember that we are

- dealing with a long-term program, but that significant pro-

gress can be made on reductions in demand in the short term.

With this bagkground in mind, I would like to briefly ad-
dress the question before the committee this morning. The

uestion of strategic reserves is principally addressed in titles
% and IT of the President’s program. These titles which must
be read together, authorize the creation of a national strategic
pgtroleum reserve in the total amount up to 1.3 billion barrels
of oil.

Of this, 300 million barrels would be spegifically earmarked
and stockpiled for military use. The balance of up to 1 billion
barrels would be stockpiled and held in reserve for civilian
use, at the discretion of the President, and to alleviate disrup-
tions which might occur in our future supplies of oil from for-
elgn sources. 2

The sizes of these reserves have not been determined arbi-
trarily. The Department of Defense estimated 300 million
barrels of petroleum to be that level of réadily available petro-
leum required for emergency military contingencies.

The 1 billion barrel ciyilian reserve represents close to a 1-
year supply of imported oil at an import level of 8 million
barrels per day. This is the level which is our target for 1985,
we are confident that it will be reached.

A major objection previously raised against the concept of
stockpili :petrole,um reserves in such quantities has been
economig.lgF_llling such reserves by the use of petroleum cost-
ing $11 or $12 per barrel on the international market would be
a significant capital expenditure which in and of itself would
help to sustain the current high world prices.

“To accommodate this problem, the President’s program pro-
vides for the use of existing but currently untapped domestic
resources to finance and fill the reserves.

Title I of the Energy Independence Act of 1975 would au-
thorize the production of petroleum from the naval petroleum
reserves to top off Defense Department storage tanks, with the
remainder sold at auction or exchanged for refined petroleum
products to Be used by the military or used to fill a national
strategic petroleum reserve, :

Revenues generated from the sale of oil Eraduced from the
naval petroleum reserves would be used to finance the further
exploration, devalopment and production of .the reserves, in-
clnding NPR 4 in Alaska, as well as to finance construction of
the necessary storage and related facilities.

At least 20 percent, or such other amount as is determined
by the President, of the oil eventually produced from NPR 4
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is specifically earmarked for military needs and for the na-
tional strategic petroleum reserve and the remainder made
available to the domestic economy. v

Although the oil reserves contained in NPR 4 are largely
unexplored and significant production is not expected before
1982, it is anticipated that NPR 4 will provide a minimum
of two million barrels of oil per day by 1985.

Title IT would authorize the establishment of a civilian
national strategioc petroleum reserve of up to 1 billion barrels
of petrolewm. :

This title would authorize the Federal Government to
acquire, eonstruct, and maintain petroleum storage facilities,
to purchase petroleum or require industrial set-asides for a
strategic reserve, and to utilize petroleum from the reserve
to offset disruptions in foreign imports.

Some of the funds required to finance this program, as well
as some of the-oil to be stored would come from the production
of NPR 1 in Elk Hills, Calif. We recognize, Mr. Chairman,
that there are speculative aspects of any proposal to create
standby reserves.

The speecifie timetables that will be required for full imple-
merntation, the exact quantities of o1l contained in the
untapped -reserves, and the costs, timing and te a degree the
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have already spoken, we note that the existing statutory au-
thority would be amended to grant executive authority over
the reserves to the President. : i

This is intended to enable appropriate restructuring, tak-
ing into account the recommendations of the Secretary of the
Navy of expenditures and budgetary and other authorities
over the reserves. .

With respect to the other items on the agenda today, I
would only note, Mr. Chairman, that Senate Joint Resolution
13 is a proposed joint resolution by the Congress pursuant to
title 10 of the United States Code, which is necessary to au-
thorize production of the naval petroleum reserves.

We endorse the need for this production. It is an element
of the President’s program, and of the programs prepared
by the Democratic majority of both Houses and by the House
Ways and Means Committee. :

It must be a part of any attempt to address in a compre-
hensive fashion our Nation’s energy needs.

Thank you, Mr. Chairman.

IX. CHANGES IN EXISTING LAW

technology involved in obtaining or creating the storage Subsection (4) of rule XXIX of the Standing Rules of the Sen-
facilities all require more detailed analysis. ate requires a statement of any changes in existing law made by the
We have made great strides in defining the dimensions of bill ordered reported, S. 677 makes no amendment to or changes

this problem but the specific aspects of the proposal requires in existing laws.

definition. With this in mind, the President’s proposal pro-
vides for preparation of a detailed implementation plan which
will set forth the envirenmental aspects, the proposed man-
ner of storage, the proposal location of all facilities and their
proximity to trax;?omation, the optimal mix of crude and
product to be stored, the exact size and the most economically
efficient levels of the stockpile, and a detailed schedule for
establishing the system. This plan would take into, account
timetables for construction of the facilities and the obtaining
of the petroleum, all relevant costs both capital and operating
and the market impact upon both domestic and international
petroleum markets.

This implementation plan will be submitted to the Congress
within 1 year of enactment and would allow full and complete
evaluation of the effectiveness of the entire program.

Once established, this strategic reserve, together with the
exercise of certain standby authorities provided for in title
X111, will minimize the effects of supply disruption from fu-
ture embargoes or other energy emérgencies.

1 would fike'briﬁﬁy now to discuss the current status of our
naval petroleum reserves. Mr. Chairman, since that has been
eovered in detail b; Iiiqvibus speakers, I will omit that sec-
tion, and eonclude, 1f T may, and submit that part of the state-
ment for the record,

I will conclude that while we defer for more spedific anal-
ysis to the other agencies involved, representatives of which

-

O
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Mr. JacksoN, from the committee of conference,
submitted the following
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CONFERENCE REPORT

[To accompany 8. 6221

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the amendment of the
House to the text of the bill (S. 622) to increase domestic energy
supplies and availability; to restrain energy demand; to prepare for
energy emergencies; and for other purposes, having met, after full
and free conference, have agreed to recommend and do recommend to
their respective Houses as follows:

That the House recede from its disagreement to the amendment of
the Senate to the amendment of the House to the text of the bill and
agree to the same with an amendment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following :

That this Act may be cited as the * Energy Policy and Conservation Act”.
TABLE OF CONTENTS

Sec. 2. Statement of PUrpo8esS. - _ e 4
Sec. 3. Definttions .. - e 5

TITLE I—MATTERS RELATED TO DOMESTIC SUPPLY
AVAILABILITY

Parr A—Douesric SupPLY

Sec. 101. Coal conversion_._ .. . . o e 6
Sec. 102. Incentives to develop underground coal mines_ _ . ___ . ____________ 7
Sec. 103. Domestic use of energy supplies and related materials and equipment_ 9
Sec. 104. Materials allocation . _______ . 10
Sec. 105. Prohibition of certain lease bidding arrangements_________.______ 11
Sec. 106. Production of oil or gas at the mazimum efficient rate and temporary
emergency production rate_ ______ . _______ - 1

624836 O



This lengthy publication was not digitized. Please contact the Gerald R. Ford
Presidential Library or the government documents department of a local library to
obtain a copy of this item.





