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7 “/ / THE WHITE HOUSE

TO THE CONGRESS OF THE UNITED STATES:

In my first address before a Joint Session of Congress,
I spoke of "communication, conciliation, compromise and
cooperation.” The Congress responded, We have communi-
cated, conciliated, compromised, and cooperated.

I thank the bipartisan leaders and all Members for
this working partnership. So far, despite some spats, we
have had a good marriage.

Landmark bills in the fields of Education, Houslng -
Community Development, and Pension Reform were passed. For
these examples of cooperation of real benefit to so many
Americans, I am grateful.

I had serious objections to the 'SBA loan éggiilé&igﬁs .
Public Works Appropriations, and D.C. Medieal School bill..
Recognizing congressional interest in particular elem&nts
of each measure, I signed them,

No effort was made to override measures that I had to
veto. Congress responded promptly to 'my request for a
Council on Wage and Price Stability.

Of the specific proposals I am singling out today,
some are in the conference stage. Others have passed only
one body. A few have passed neither, But virtually all
hﬁve been the subjJect of hearings and are in the mark-up
phase.

NOMINATIONS

Of utmost importance for Congress in its fall term 1s
the consideration of Nelson Rockefeller as my nominee for
Vice President of the Unlited States., The Administration
will assist the Congress in all appropriate ways to expedite
this nomination. The precedent for this procedure under the
25th Amendment to the Constitution has been established.

I am sure there will be no inordinate delay in moving
forward Governor Rockefeller's nomination.

There are other nominations before the Senate, some
pending since last January. There are other candidates
for Federal office in varying stages of clearance. I
expect to be able to submit them to the Senate within a
few days. I would hope Congress could expedite action on
alllthese.nominees so that none will have to be held over -
to 1975. ‘

REDUCING 1975 SPENDING

Responding to the initiative of the distinguished
majorlty leader of the Senate and other members of the
Congress, I have convened bi-partisan summit meetings on
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the issue of inflation. Many of you are participating.
The legislative and executive branches are working together.

We are seeking short-term answers to short-term
problems and long-term answers to long-term problems.

A concerted effort must be undertaken to bring spending
down to manageable proportions. An important first step
in this effort is to bring Federal outlays under control
in 1975, making possible a balanced budget in 1976.

I need the help of the Congress in reducing 1975
spending below $300 billion. Several important cooperative
steps by the Congress will be required to achieve this
difficult target.

First, the Congress must resist temptations to add to
spending totals on legislation now being considered.
Responsible action calls for agreements on cuts, not in-
creases. I solicit suggestions on any programs that might
be curtailed or stopped, Let me know about any spending
that seems unnecessary or inflationary.

In the same vein, I would hope the Congress could
pass speclfic legislation proposed in the February Budget
Submission that would reduce 1975 spending by almost
$700 million,

Immediate action should be taken on the rescissions
that I am proposing in my first message to the Congress
under the newly-enacted Budget and Impoundment Control Act.
Moreover, the deferrals transmitted to Congress under the
same Act should be supported. Overturning these actlions
could Increase spending by as much as $600 million in 1975
and by far more in 197% and future years.

As a matter of highest priority, I need your support
of my recommendation to defer the next Federal pay ralse
from October to January. It will be my intention to deal
fairly with the just concerns of Federal workers. But I
am asking them to join in the sacrifice I want all Americans
to share. This action will reduce 1975 outlays by $700 million.
It will also set an example of wage restraint for the private
sector. Let us practice what we preach.

These efforts are essential if our cooperation 1s to

keep spending under $300 billion. We simply cannot afford
to fail,

APPROPRIATIONS

Eight of fourteen regular appropriations bills have
been enacted, These measures in total represent a reduction
of $532 million from the Administration's Budget in spending
authority and $144 million in outlays for the current fiscal
year. These are helpful moves in the right direction. I urge
that this momentum be maintained,

There are seven money bills that require action during
the balance of the session.
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The Agriculture money bill was vetoed on the basis of
excessive funding; the Defense appropriation is in conference
wlth very sharp reductions. Levels below the House bill
would be extremely unwise. State-Justice-Commerce 1s also

in conference and undoubtedly will show a reduction in the
Budget; Labor-HEW appropriations, however, appear to be
moving in the direction of exceeding the Budget substantilally.

Appropriations for Military Construction and Forei%n
Assistance have not yet passed the House of Representatilves.

There is ample time to consider the remaining appro-
prlations bills before adjournment. In addition, I will be
sending essentlal but carefully limited Supplemental Requests
for fiscal year 1975. I trust they will be considered an
urgent priority.

LEGISLATION

It 1s unnecessary to submit a complete 1list of
Administration legislative initiatives to this Congress.
Leaders and Members know them as well as I do. I recognize
that the inevitable consequence of any legislative Message
In the twilight of the 93rd Congress is to suggest deferment
of some desirable legislation in favor of imperatives that
are realistic in the time we have left.

The Trade Reform bill has passed the House of
Representatives but remains pending before the Senate Finance
Committee. Efforts are underway to find a reasonable and
mutually acceptable compromise to restrictive language that
would deny Most Favored Nation status and Export-Import
credits to the Soviet Union. I want to emphaslze the impor-
tance I attach to the granting of Most Favored Nation status
to the USSR. Careful attention should also be given to the
importance of Title V concerning tariff preferences for
developling countries and providing appropriate limits for
Trade Adjustment Assistance. This legislation is close to
enactment., It would be a tragedy not to pass 1it.

In the area of foreign policy, Congress should enact
the Export-Import Bank Authorization, Asian and African
Development Bank Authorizations, and the Foreign Assistance
Act.

I know that a troublesome piece of leglislation for
me =-- and perhaps one of the most important for the
Natlon == 1s the Forelgn Assistance Act. I am disturbed
over the deep cuts in many essentlal and worthwhlle programs
which contribute to our overall efforts to attaln peace and
stabllity in the world. 1In addition, the bill contains
several restrictions on the Executive which would reduce
my abllity to meet obligations to American security and
that of our friends abroad. I respect and strongly support
the role of Congress in the area of foreign policy. But
- under the Constitution, the Executive 1s the spokesman for
the Nation and must have adequate freedom of action. I may
recommend changes 1n our approach to foreign aid in the
coming year and will propose realistic programs in the
national interest. I strongly urge this Congress to con-
tinue the current programs unencumbered by amendments which
prevent the effective implementation of poliey.
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There are several significant problems in the State
Department Authorization. I have requested Secretary of
State Kissinger to work with appropriate leaders in an
effort to resolve these differences.

The USIA Authorization has been passed by both bodies
and should be finally considered by a conference committee.
The House version is preferred.

Both bodies have passed an extension of the Defense
Production Act. I hope the differing versions will be
reconclled and sent to me for signature.

To promote more effective management of the Government's
approach to our national energy resources, the Administration
recommended creation of an Energy Research and Development
Adminlstration. This key legislatlon has now passed both
Houses and hopefully will soon be considered by a conference
commlttee. In its consideration of this legislation, I
recommend to the conference committee that the provision
calling for an Energy Policy Council be deleted and several

other undesirable provisions be revised in accordance with
current discussions, )

To 1ncrease the availability of clean natural gas through
competitive pricing of newly developed gas supplies, I urge
thls Congress to enact the Natural Gas Supply billl. As we
enter the winter months, our energy resources must be effec-
tively utilized for the benefit of all Americans. Gas
deregulation which would increase supply is a vital part of
the Administration's response to the energy shortage.

Of major importance to our ability to provide sufficient
energy in the years ahead 1s a proposal for the Federal
Government to grant permlts for construction, licensing and
operation of Deepwater Ports beyond the three-mile 1limit,

The House has passed a bill. Hopefully, the Senate will
also move forward on this key measure.

Among the many energy-related bills before Congress, 1is
the important Energy Tax Package. This measure 1imposes a
windfall profits tax on the selling price of domestic crude
011, eliminates the percentage depletion deduction for U.S.
taxes on foreign production of oil and gas, and limits foreign

tax credits available to U.S., oil and gas companles operating
in forelgn lands.

We learned from the recent oil embargo that we must be
better prepared to reduce the impact of any future sqpply
interruptions. At the time of the embargo our Naval petroleum
reserves, set aslde through the foresight of the Congress for
the specific purpose of assurling adequate supplies of essential

fuels, could not be used in time to contribute to our national
defense requilrements,

_ In a moment of need, oill in the ground 1s useless. We
must have authority to produce and deliver our emergency
petroleum reserves to the user. Presently, the Navy
Petroleum Reserves at Elk Hills, California, have proven
reserves of approximately one billion barrels. The Navy
Petroleum Reserves in Alaska, although unexplored, have
estimated reserves of up to 33 billion barrels. I intend
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to consult with the Congress on the best way to assure that
the reserve capacities of these fields are in a state where
they can contribute effectively to our national security in
any future energy crisis.

The House and Senate conferees are now addressing the
difficult issues involved in striking a balance between the
environmental effects of surface coal mining under the proposed
Surface Mining Act and the nation's need for coal as
an essential source of energy. This i1ssue has been under con-
sideration throughout this Congress. It would greatly reduce
the problem of opening new coal mines and increasing production
1f acceptable mined area legislation can be enacted. I am
asking Secretary of the Interior Morton to continue discussions
with legislative leaders in an effort to reach an agreement
over troublesome provisions in this measure.

The Illegal Aliens legislation is necessary to establish
clear guldelines regarding the law for employment of aliens
who work in this country. The House has already passed a bill.
I would hope the Senate could consider this measure during .the
fall term.

. Real progress was made on the House floor when the
Conference report on the Veterans Education Bill was sub-
Stantlally reduced in terms of Federal expenditures., I hope
the Senate will now act in the same spirit. Thils can be done
by reducing the benefit 1imit to the original Senate Bill.

It provided a substantial increase -- 18.2 percent. But
cost-of-1lving increases for our veterans in school are
necessary. I urge the Senate to reaffirm i1ts original rate
increase and send the bill to me so benefits can begin.

In May of 1973, the Administration proposed the Job
Security Assistance Act. This measure is an important part
of our policy to assIst in a period of rising unemployment.
It would modernize the unemployment compensation system
without violating the relationship between the States and
the Federal government.

I recognize the concern of many that unemployment might
rise because of the policies we must follow to fight inflation.

I am watching the unemployment rate very closely. This
Administration will act with compassion. We will not permit
the burden of necessary economic restrailnt to fall on those
members of society least able to bear the costs.

The unemployment rate in August, announced last Friday,
was 5.4 percent. While we certainly cannot be complacent
about any American lacking work, we are thankful that the
number is not larger.

The present situation calls for full use of availlable
tools and dollars.

I have asked Secretary of Labor Brennan to accelerate the
obligation of currently available funds under the Comprehensive
Employment and Training Act.

The Secretary will immediately disperse $65 million to
those communities 1n which unemployment i1s highest. By the
end of the month he will make availlable another $350 million
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under CETA Title II. This $415 million will finance some

85,000 public sector jobs in State and local governments.

Added to the almost $550 million obligated for public service
employment in June from the FY 1974 appropriation, and about

$50°' million in other funds, currently available resources will
provide 170,000 ‘public service jobs this coming winter. The
effect of these actions will be to double the number of federally
funded public service jobs. In addition, $1.3 billion will be
avallable to State and local governments for manpower programs.

Beyond this, I have requested the Secretary of Labor,
in consultation with my economic advisors, and drawing on
the outcome of the Conference on Inflation, to develop con=
tingency plans against the possibility of substantially
increased unemployment. If future unemployment statlstics
demonstrate the need, we will be ready to present plans to
the Congress and to work together to assure a mutually satils-
factory course of action.

There are several health authorizations that require
extension this year. They are the Health Manpower Act, Health
Services Act and the Health Resources Planning Act. All are
necessary but, unfortunately, each currently has objectionable
features in program provisions and excessive authorlzatlons.

I have requested Secretary of Health, Education, and Welfare
Weinberger to cooperate fully with appropriate committees in
an effort to enact reasonable legislation. I will continue to
seek a sound compromise on the Comprehensive Health Insurance
Plan.

The House recently passed the Federal Mass Transportation
Act. While the funding was kept to a level which I can support,
certaln structural changes in that bill are necessary. I am
asking Secretary of Transportation Brinegar to work closely
with the Senate in an effort to develop an acceptable bill.

The Administration's proposal to improve the regulatory
climate in the surface transportation industry 1s presently
before the Congress. This bill, with certain modifications
to ensure greater reliance on competitive market forces, would
contribute substantially to the efficiency and vitality of
this Nation's private sector transportation system. I urge
the Congress to act promptly to complete its work on this
Important legislation.

The Amtrak Authorization legislation is now ready for
Conference. Since majJor problems exist with the Senate ver-
sion, I hope the Conference will adhere as closely as possible
to the House measure and soon present 1t for my signature.

I assume the Congress will pass the Military Constructlon
Authorization bill, including expansion of the support facllity
at Dlego Garcia.

The Export Administration Act is ready for conference
actlon and should be reported soon.

Legislation to restore financial integrity to the Railroad
Retirement system has not been enacted by either House. I urge
legislation be adopted to accomplish this objJective without
resorting to a subsidy from eilther the Social Security System
or the general taxpayers.
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Court congestion impairs falr and speedy trials. The
Administration supports legislation to create new Federal
District Court Judgeships. While this measure has been slow
to move, I would hope Congress could expedite consideration
in order to alleviate overcrowded court calendars.

A bill to renew my authority to submit Executive Reorgani-
zation Plans has been sent to the Congress. During the past 25
years all Presldents have used this authority to improve manage-
ment in the executive branch. I would like my Administration
also to be able to utilize this effective tool of good
government. I urge prompt bipartisan consideration of this

bill.

It 1s apparent that I have referred to some leglslative
matters and omitted reference to others. This is not an
Inventory of my total legislative concerns. I will send the
traditional message to the Congress in January covering the
broad spectrum of legislative programs. This will afford me
an interim opportunity for detailed study and review.

The 93rd Congress, in which I am proud to have served, has
éan opportunity to join with the Executive Branch at this turning
point of history. We can respond together 1n the constructive
harmony that ought to exist between Republicans and Democrats,
between Federal and local governments, between the Executive
and Leglslative branches, and between America and other nations,
A momentous challenge confronts me as well as the 93rd Congress.
Together, we can summon forth the reserves of energy, imagination,
and devotion necessary to generate a new and proud era of
American achievement. We cannot and will not fail the American

people,

GERALD R. FORD

THE WHITE HOUSE,
September 12, 1974
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THE WHITE HOUSE

TO THE CONGRESS OF THE UNITED STATES:

I regret that commitments which I believe will
advance the cause of international understanding prevent
my delivering thils message personally. On two previous
occasions when I returned to the Capitol for formal
communication with the Congress, I emphasized my sincere
desire for partnership with you in the interests of our
country. Nothing has changed that intention on my part.

On August 12, three days after assuming the office of
President, I asked the Congress to join with me in a new
spirit of action and accommodation in getting America
moving agaln. On October 8, I presented a comprehensive
31-point program to strengthen our economy, share the burdens
of Inflation and stagnation and sicnificantly reduce this
Nation's dependence on outside sources of enerpgy which is
both strateglcally and economically undesirable.

There has been piecemeal criticism of my program and
I expected it. But there has been no speciflc and com-
prehensive alternative program advanced and time is passing.
I do not read any mandate in the recent election so clearly
as the American people's concern about our economy and their
urgent demand for fiscal restraint and resronsible action
on the economic front.

I am still ready to meet the Congress more than half
way in responding to this call from our constituents. We
cannot walt and the country cannot walt until next March
or April for needed action.

I will always have a special affection for the 93rd
Congress -~-- the last one to which I was elected and in which
I served both as Minority Leader of the House and as President
of the Senate. But I hope this pride can be more solid than
sentimental.

Time is short, but time remains for this Congress to
finish its work with a real record of accomplishment.
Your leaders have given me their assurance of a desire
to do as much as possible.

There 1s much to be done. I am confident that if we
all declare a moratorium on partisanship for the rest of
1974 we can still achieve much for America.

In this message I am listing those legislative actilons,
among the many I have proposed, to which I attach the
highest priority. I respectfully request their careful
conslderation and resclution before the 93rd Congress
takes its place in history.

NOMINATIONS

I regret that neither body of the Congress has acted
on my nomination of Nelson Rockefeller to be Vice President
of the United States.
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It has been nearly thirteen weeks since I nominated
Governor Rockefeller. Our recent experience with the 25th
amendment makes i1t plain that an incumbent Vice President
1s essential to continuity in Government. I appreciate
the need for a thorough examination of this nomination,
but 1t is in the highest national interest that I urge
speedy confirmation.

Forty-three other nominations pending before the
Senate lapsed with the election recess. I request that
my re-submissions be given expeditious consideration so
that vacancles in key executive branch posts may be filled
with approval of the Senate at the earliest possible time.

I will also transmit to the Senate the names of other
candidates for major Administration positions and urse their
speedy confirmation. Good government makes it imnerative
that all pending nominations be acted upon during this session
of the Congress.

ECONOMIT ISSUES

No single issue has a higher priority than the
economic health of our country. Prices rise while
production lags and unemployment increases. It is a
Severe problem requlring specific corrective actions to
start the recovery and to check inflation.

Exgenditures

I am gratified that recent deliberations of the
House and Senate have recognized the need to restrain
Federal spending for fiscal year 1975. I am confident
that this action reflects the strong desire of the
American people.

Accordingly, for fiscal year 1975, I will recommend
to the Congress next week more budget rescissions and will
report on budget deferrals and administrative actions to
hold down expenditures. I will also request the Congress
to make changes in existing authorizations and in pending
appropriation bills., I urge the Congress to support these
actions and move quickly to enact the required legislative
changes.

I have already reported on a number of budret deferrals
totalling more than $23 billion and requested seven rescissions
of over $675 million. Failure to support these actions
would lncrease outlays by over $660 million in 1975, $2.2
billion in 1976, and even more in subsequent years. I urgpe
the Congress to accept these deferrals and take prompt
action on the over $675 million in rescission proposals
that have been submitted.

Employnient Assistance

In addition to Government belt-tightening, I also
indlcated in my economic message of October S8th that speclal
legislation was needed to assist citizens who are particularly
hurt by increases in unemployment. On that same day,

I sent to the Congress my proposed National Employrent
Assistance Act. Under this plan, employrment assistance
programs would be triggered into action whenever the
averape national unemployment rate rose to six percent
for three consecutive months.
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In that event, these programs would provide special
Jobless compensation and work opportunities in those labor
market areas where the rate averages silx and one-half
percent for three consecutive months.

These programs should be enacted immediately, since
rising unemployment indicates they will very likely be .
needed before the 94th Congress convenes. I hope this
Congress will recognize its responsibility in this
important area.

Trade

Action 1s urgently needed on the Trade Reform Act
which I consider absolutely essential to our economlc
health. Our trading partners in the industrial and less-
developed world are walting to see whether we can negotiate
multilateral solutions to the common economic problems
which plague us, as well as make much-needed improvements
in the trading system. The unacceptable alternative 1s
economlc warfare from which no winners would emerge.

I urge the Senate to move as quickly as possible to
adopt the Trade Reform Act, and to forego any encumbering
amendments. If the Senate acts promptly --- and only if
it does -~ there will be sufficient time remaining in
this Congress for both Houses to apgree on a final measure.

Taxes

The Congress has before it the tax reform proposals
sent up in April 1973: the windfall profits tax proposals
submitted in December 1973, and the economy strengthening
and stabilizing proposals which I recommended last month.

The economic proposals of last month include surtaxes
on all corporations and on individuals with well above-
average incomes. They call for change in the investment
tax credit and in the tax treatment of certain limited
kinds of preferred stock.

My individual surtax proposal, I must emphasize,
would apply only to families and single persons whose
incomes exceed $15,000 and $7,500, respectively, and only
to that portion of theilr actual income above those levels.
It 1s a very progressive tax proposal which takes much
more from high bracket taxpayers than middle income
taxpayers. Low bracket taxpayers would be eXxempt.

With a $16,000 income, for example, a family of four would
pay a surtax of only 53. On the other hand, a family of
four with a $50,000 income would pay $482 of surtax.

I also urge Congress to enact the windfall profits
tax proposals so that we will not forever lose the
chance to recapture a part of the excessive profits that
domestic oll producers realize this year. I reiterate
my suppert for eliminating the foreign depletion allowance.

I have asked the Secretary of the Treasury to work
wlth the congressional committees concerned to develop
balanced leglislation, including additional tax reductions
for low-income individuals.

more



Financial Institutions

There 1s great need for action on an Administration
proposal to strengthen and revitalize banks and thrift
institutions through the elimination of certain Federal
regulations which impede efficiency and healthy competition.
While retaining appropriate safeguards to assure solvency
and liquidity, the proposed Financial Institutions Act
would allow more competition In our banking system to
benefit the small saver as well as the institutions
themselves. This could also make additional dollars
available to the private citizen and to industry.

Further, this proposal would provide the added
incentlive of the mortgage interest tax credit for our
financial institutlons to enable them to devote their

resources to home mortgages and thus curb the wilde and
disruptive swings in home mortgage credit availability.

Regulation

The Congress has before it my proposal to establish
a one-year National Commission on Regulatory Reform to
examine the practices and procedures of the independent
regulatory commissions. It has become clear that many
regulatory activities of the Government are themselves
stifling competition and producing higher prices without
comparable soclal benefits. I urge this Congress to
complete action on this important legislation. Such a
Commission, to be composed of Congressional, Executilve,
and public members, should start now to formulate realistic
proposals: for reform of our regulatory system for early
consideratlion by the next Congress.

Food

Food prices concern everyone. The Congress must act
rapidly to not only increase food production but to remove

impediments to the maximum production of peanut and rice
crops.

I am also recommending that we amend Public Law 480,
the Food for Peace program. Additional flexibility 1is
clearly needed to assure that our food aid programs can

continue to serve the national interest and humanltarlan
goals.

Competition

Activities which are illegal under the Sherman Antil-
Trust Act disrupt the natural competitive forces in the
marketplace and invariably result in higher prices to the
American consumer. The Justice Department's antitrust
efforts against monopolies and activities which operate 1n
restrailnt of trade must be strengthened.

The maximum allowable penalties for violation of
the Sherman Anti-Trust Act should be increased from
$50,000 to $1 million for corporations and from $50,000
to $100,000 for individuals. Maximum prison sentences for

individual wviolations should also be increased to five
years.
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Current estimates by the Immigration and Naturalizatlon
Service indicate that there are some 4 to 7 million illegal
aliens in the United States. Prompt action on a pending
illegal alien bill would help solve this critical problem
by provi ing sanctions against the hiring of illegal aliens.
This would make more jobs available for our own citizens.

Stockpiling

The General Services Administration has submitted
stockpile disposal bills for silver, lead and tin. These
would permit sale of stockpile quantities that clearly
exceed our national security needs. This additional
authority will assure adequate supplies of these commodities
and also dampen excessive price fluctuations. The additional
disposal authority for silver, lead, and tin would also
provide potential budget receipts of $1.4 billion, of which
about $150 million could be realized in fiscal year 1975
i1f leglislation is enacted by the end of thils year. '

Housing

I thank the Congress for promptly enacting housing
legislation making conventional mortgages elilgible for
purchase by the Government National Mortgage Assoclatlon.
This is giving the housing and real estate industry much
needed support, even though the Act did not cover apart-
ments and condominiums. I urge you to consider leglslatilon
to correct this omission.

ENERGY

In addition to my deep concern over the economy, I am
committed to resolving the problems of achieving sufficient
energy supplies for ourselves and our children. I repeat
my earlier requests for action during this session on
several energy bllls under conslideration.

First, we need legislation to help increase the supply
of natural gas and permit competitlive pricing of these new
supplies. Our worsening shortages are directly attributable
to more than 20 years of unsuccessful Federal rerulation-of
natural gas. Unless we remove Federal repulatory impediments
with respect to new sources, supplies of environmentally clean
natural gas will remain in the ground. The shortage of
natural gas is already forcing curtallment of service to
industry in many areas, resulting in increasing unemployment
and greater use of imported oil. New homes are being denied
natural gas service, forecing the use of alternative fuels
that are more costly and far less clean.

I urge the Congress to complete actlion quickly on
legislation to establish a system of permits for the con-
struction and operation of deepwater ports. Thils system is
a far superior means --- from both a cost and environmental
point of view -.- for handling that portion of oil which
we cannot avoid importing for some years ahead. I have
asked the Secretaries of Interior and Transportation to
work with the Senate and House conferees to develop a
pill that I can slgn within the next few weeks.
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Last March, legislation was proposed to sneed the
licensing and construction of nuclear plants, allow more
meaningful public participation at early decision points
relating to their design and siting and encourage
standardization of new nuclear plants. I urge that the
Congress pass this bill to speed the development of
domestic energy supplies, reduce dependence on imported
01l, and help hold down electrical power costs.

The House and Senate conferees are now addressing the
difficult issues in the proposed Surface Mining Act. I am
st11ll hopeful that the conferees can agree on provisions
which strike a reasonable balance between our desire for
environmental protection and reclamation and the need to
Increase the production of domestic coal supplies.

I must emphasize that some provisions of the bills
now in conference are not acceptable. I have asked the
Secretary of the Interior to continue working with the
conferees to develop a bill, which I can sirfn.

As a necessary step toward conserving fuel and saving
lives, I urge the Congress to make permanent the 55 mile-
per-hour speed 1limit. I also ask the House of Representatives
Lo approve an extension of the carpooling provisions in the
Emergency Highway Energy Conservation Act which eXpires
December 31, 1974,

I have asked the Secretaries of Interior., Defense and
Navy to work with the Congress in finding satisfactory ways
of dealing with our emergency petroleum reserves to balance
our domestic energy needs. We must proceed with development
of the oil reserves at Elk Hills, California, and with explora-
tlon and development of the reserve in northern Alaska. We
must not wait for another energy crilsls to force action,
perhaps too late, on these vital resources.

APPROPRIATIONS

There are four regular appropriations bills still to
be enacted -- Agriculture-Environmental and Consumer
Protection, Labor-HEW, Military Construction and Foreign
Assistance -~ and the important Pirst Supplemental
Appropriations bill.

Action has not yet been completed in the Senate on the
Agriculture-Environmental and Consumer Protection Appropriation
Bill for fiscal year 1975. This bill was vetoed by President
Nixon on August 8th because it would have substantially
inecreased Federal spending. I urge the Congress to complete
action on this appropriation measure as soon as possible
Wwithin reasonable funding limits.

The Labor-HEW and Related Agencies Appropriations bill
is currently 1n conference. Unfortunately, the totals are
excessive. Unless the Congress reduces funding in both the
House and Senate versions, I will have no choice but to
veto this measure.

Appropriations now pending for Military Construction
and Foreign Assistance should be given high priority.
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The First Supplemental Appropriation bill has passed
the House and 1s pending on the Senate calendar. However,
I am concerned about the inflationary aspects of the Senate
giision and hope final action will produce an acceptable

%

VETOES

During the adjournment, it was necessary for me to pocket
veto five bills. Two were private relief measures and
three were legislative issues: National Wildlife Refuge
System, Farm Labor Contractor Reglstration, and Rehabilitation
Act Amendments.

I have determined on advice of the Attorney General
that the absence of my signature from these bills prevented
them from becoming law. Without in any way qualifying
this determination, I also returned them without apnroval
to those designated by the Congress to receive messages
during the adjournment period.

If the Congress should elect to challenge these vetoes
by overriding them, there could be a prolonged legal un-
certainty over thils legislation. However, I would welcome
new legislation to replace the measures which were vetoed.

Specifically, while the Farm Labor Contractor Registratlon
Act Amendments contained worthwhile provisions to protect
migrant farm workers, an unrelated rider arbitrarily would
have reclassifled and elevated certain Federal employees
to important Administrative Law Judge positions, regardless
of their qualifications. I, therefore, urge the Congress to
pass the essential sections of the vetoed bill without the
personnel provision which would create seriocus pay inequities
by legislatively over compensating a particular class of
employees 1n one executive department.

Similarly, the intent of the Rehabilitation Act
Amendments section of H.R. 14225 i1s worthwhile. But the
features which would force the creation of new and unnecessary
bureaucracies in the Department of Health, Education and
Welfare prompted my veto.

I have requested the Secretary of HEW to work with
Congressional leaders in an effort to correct the serious
difficulties in administration and accountability con-
talned in the vetoed bill.

Although it was necessary to return to the Congress
without my approval the Freedom of Information Act
Amendments on October 17th, the day the Congress adjourned,
1 continue to endorse the intent of that legislation. I
have already submitted to the Congress amendments which
would eliminate the national security information problems
and the damage to effective law enforcement inherent in
the bill which I vetoed. I pledge the full efforts of the
Administration 1n working out a fair, responsible way to
increase public access to Federal papers and records
without impairing individual richts and essential Government
activities.

more
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Just before adjournment, I also vetoed the Atomic Energy
Act Amendments. I objected to a provision I consider to be
unconstitutional. Because of this provision, the bill would
not have become effective, even had I approved 1t, unless a
Joint Committee of the Congress subsequently took affirmative
action. I urge passage of a new measure removing the con-
stitutional objectlion to section 12 of the vetoed bill,
thereby eliminating the legal uncertainties which would
becloud the entire nuclear energy program,

During the adjournment, I signed into law a bill overhauling
the Commodity Exchange Act. This 1s an important step to
assure full confidence in Federal regulation of commodity
futures trading. Nevertheless, there are several provisions
which need revision. First is the requirement for concurrent
submission to the Congress and to the President of both the
new Commission's budget and legislative proposals, and
second 1s the need for Senate confirmation of a non--
Presidential appointee. These provisions run contrary
to good management of the Lxecutive Branch by the President
and the traditional separation of powers. I hope these
Constitutional and policy questions can be resolved.

OTHER MAJOR LEGISLATION

- In addition to pending nominations, economic legislation
and energy issues, there are a number of other important
bills awaiting final action by the Congress.

In today's world, all nations are interdependent. The
United States owes 1t to itself, as well as to others, to
provide military and economic assistance which may mean the
difference between stability and instability in a global or
regional context. Where there is instability, there is

danger -~ danger of conflict which can involve the greatest
as well as the smallest.

The Forelgn Aid Authorization bill before you represents
a slncere effort to reflect the realities of today's world.
It remains my assessment of the minimum which is needed to
sustain our peaceful objectives.

I urge the Congress to move quickly to enact legislation
which will help to achieve these objectives and meet our
moral, political and security obligations. If such
legislation 1s to enable us to effectively carry forward the
forelgn policy of the Nation, it must not tle the hands of
the President nor restrict his authority and ability to
act when action is called for.

Also important to the achievement of our objectives
overseas 1is legislation to enable the United States to
contribute 1ts fair share to the various multilateral
development institutions and, at the same time, provide
continued incentives to other nations to join in these
International assistance efforts.

In order for the United States to malntain 1ts strong
position in foreign markets, it is important that the

Congress pass the bxport-Import Bank bill and avoid attaching
unnecessary encumbrances.
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The Congress 1is making good progress on the Administration’®s
proposal to improve the regulatory climate in an important
portion of the transportation industry. The Surface Trans
portation Act, as reported by the House Commitfee on Interstate
and Foreign Commerce, is a beginning in the overall area of
regulatory reform. This bill, with certain modifications to
insure greater reliance on competitive market forces, would
contribute substantially to the efficiency and vitality of
this Nation's railroad system. I urge the Congress to
complete its work on this vital legislation without waiting
for the establishment of the National Commission on
Regulatory Reform.

Earlier this year, legislation was submitted to
provide reasonable increases in the size and weights of trucks
traveling on interstate highways. These increases were to
offset the economic disadvantages to truckers resulting from
lower permissible speed and higher fuel costs. The Senate passed
a bill containing most of the features of the Administration s
proposal while a similar bill did not pass in the House. I
ask the Congress for early action on this issue in the
interest of economic efficiency and fuel conservation.

I also urge the Congress to act promptly to pass the
llational Mass Transportation Assistance Act of 1974. This
bill has been developed through close cooperation between
the Congress and the Administration. It will provide the
Nation's cities with the Federal filnancial assistance
needed to help them meet priority urban mass transportation
needs. This bill establishes a long-term assistance program
for mass transit .- actually, for six years - and distributes
a significant portion of the funds according to a simple and
equitable formula. It also provides for an enhanced role
for the Governors and local officials in mass transit decisions.

: I consider the total dollar level of $11.8 billion over a
six-year period to be at the upper limits of fiscal responsibility.
The needs of the cities and the uncertainties and delays that

would result from waiting until the next Congress for a

transit ©ill make it imperative that this Congress act before
adjournment sine die.

In 1972, the Judicial Conference of the United States
recommended the creation of 51 additional Federal District
Court Judgeships in 33 separate judiclal districts across
the country. Senate hearings on legislation incorporatlng
‘this proposal were concluded in 1973. To date, however,
this legislation has not been scheduled for floor action.
Tne increasing backlog in the Federal courts makes this
measure an urgent national necessity of a non-partisan
nature -- for justlce delayed is too often justlce denied.

Earlier this sesslon, the House passed a bill to codify,
for the first time in our history., evidentiary rules governing
the admissibility of proof in Federal courts. This bill is
the culmination of some 13 years of study by distingulshed
Judges, lawyers_ llembers of ,the Congress and others lnterested
in and affected by the administration of justilce in the
Federal system. The measure will lend uniformity, accessibility
intelligibility and a basis for reform and growth in our
evidentiary rules which are sadly lacking in current law.

I strongly urge final action on this important bill prior
to the conclusion of this Congress.

more
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With respect to the Vietnam Era Veterans' Readjustment
Assistance Act, I urge the Congress to reconside? the action
it has taken to date and send me instead legislation providing
a stralghtforward:18.2 percent cost of living increase,
effective January 1, 1975. .Increased payments- for our
veterans in school are necessary. But while acknowledging
our great debt to those who served during the Vietndm era,

I must insist on a fiscally responsible bill on behdlf of

all Americans. I object to the inflationary 22.7 percent

rate increase, retroactive to September 1, 1974, the direct
loan program which the Congress has added and the extension of
educational benefits allowing Vietnam era veterans to attend
school for 45 instead of the present 36 months. This extra

entitlement goes beyond the standard for Worild War II and
Korea veterans.

The Energy Transportation Security Act of 1974 would
require a percentage of imported petroleum to be carried
on U.S. vessels. Although I fully support a strong U.S.
merchant marine, I am seriously concerned about problems
which this bill raises in the areas of foreign relatlons,
national security, and perhaps most significantly, the
potential inflationary impact of cargo preference.

Administration officials have testified during

congressional hearings on our concerns about the impact
of this bill.

The House-Senate conferees adopted new language concerning
the walver provision so that the requirements of this bill
“may be temporarily waived by the President upon determina-
tionithat an emergency exists justifying such a waiver 1n
the national interest.” However, the legislative history
of the walver does not expressly demonstrate that the Congress
intends 1t to be broad in scope.

The potential problems which could arise if this bill
becomes law require a provision which will permlit the
President to waive 1ts requirements for economic as well as
foreign affairs and national defense reasons. 'Since the
walver language in the bill 1s not explicit, the Conference
Committee Report should make it clear that the Congress
intends to grant broad walver authority.

Other provisions in the bill which concern me are:
the narrowness of the definition of which ships are elipible

~to participate in this trade, the rebate of oill import fees

and the unnecessary anti--pollution requirement that vessels
serving certaln ports be bullt with expensive double bottoms.

Another measure on which action is required is compre-
henslive health insurance. I will continue to seek apreement
with the Congress on legislation centered on principles
Incorporated in the Comprehensive Health Insurance Plan. To
keep thls program from feeding inflation, however, the
Congress will have to join with me in cutting Federal expendi-
tures before we can afford this program.

Included in the Military Construction Authorization and
Lppropriation bills now before the Congress are funds for
completin? projects and initiating new ones at installations
in 42 States and the District of Columbia. I reiterate my
strong conviction that the limited expansion of facilities
on Diego Garcia In the Indian Ocean is of critical importance.
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CONCLUSTION

This list of legislative priorities represents a stream-
lined action program for the Nation. To achieve results will
require partnership, not partisanship, on the part of both the
executive and the legislative branches. It will mean long days
and nights of hard work -- of communication, concillation,
compromise, and cooperation between the White House and
the Congress, the House and the Senate, and majority and
minority within the Congress itself.

But it must be done for one overriding reason: America
needs these actions. And the American people rightly expect
us to do everything we can to accomplish them.

I pledge my full cooperation with the Congress in the

weeks ahead. I am confident that the Congress will respond
in the same spirit.

GERALD R. FORD

THE WHITE HOUSE,

November 18, 1974.
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THE WHITE HOUSE MADE PUBLIC TODAY THE
FOLLOWING LETTER FROM THE PRESIDENT TO
THE SPEAKER OF THE HOUSE OF REPRESENTATIVES
AND THE PRESIDENT OF THE SENATE

Dear Mr. Speaker: (Dear Mr. President:)

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
measures for their solution.

The measures I described included both Executive and
Congressional actions. Because further delay is intoler-
able, I have already taken administrative action to deal
with our energy problems, including issuance of a procla-
mation to impose increased fees on imported oll. The
secretary of the Treasury has already presented my detailed
energy tax proposals to the House Ways and Means Committee.

I am enclosing a proposed omnibus energy bill -- the Energy
Independence Act of 1975 -~ which, along with the tax pro-
posals already presented, will provide the combined authorities
that are necessary if we are to deal seriously and effectilvely
with the Nation's pressing energy problems.

We have delayed too long in taking decisive actions to reduce
our dependence on foreign energy sources and to eliminate our

vulnerability to energy disruptions such as we experilenced
last winter -~ or worse,

In the near term, enactment of the proposed legislation along
wlth certain Administrative actions would reduce oil imports
by one million barrels per day by the end of this year, and
two million barrels per day by the end of 1977. Over the
mid-term (1975-1985), enactment of the proposed legislation
will insure that domestic supplies of energy are substantially
increased, that the growth in energy demand is reduced sub-
stantially and that we develop effective protection from
future energy embargoes or energy emergencies. In the long
term, my proposals will allow our Nation to once agailn

supply a significant share of the energy needs of the free
world,

The leglslative program I have proposed will:

(1) encourage early development of our oil, natural gas and
coal resources;

(2) nelp speed the siting and construction of nuclear and
other energy facllities;

(3) reduce energy consumption by mandating thermal standards
for new homes and commercial buildings and assisting persons
with low incomes in winterizing their homes;

(4) encourage investments in the development of new domestic
energy resources;:

more
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(5) establish a strategic petroleum reserve to guard against
future import disruptions_ and

(6) authorize certain standby authorities to cope with potential
embargoes or energy emergencies.

A more detailed summary’of my legislative proposals is enclosed.

My tax proposals already presented by the Secretary of the
Treasury would:

(1) place an excise tax of $2 per barrel on all domestlc crude
0ll and an import fee of $2 on all imported crude oll and
petroleum products to help reduce the demand for oil, promote

domestic refining and encourage the development of new
sources of energy;

(2) impose a tax on all domestic crude oil in order to capture
windfall profits;

(3) place an excise tax on natural gas equivalent to the $2
tax on olil to reduce natural gas demand:

(4) provide additional tax credits for public utilities to
provide equal tax treatment with other industries and

promote the construction of needed electric generating
facilities;

(5) provide tax credits for homeowners who install additional
insulation to reduce energy consumption,

(6) return to the economy the revenue from energy conserva-
tion taxes to offset higher energy costs, partlcularly for
low and middle 1income 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 1s 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 enact-
ment into law. Without these measures, we face a future of
shortages and dependency which the Nation cannot tolerate
and the American people willl not accept.

Sincerely,

GERALD R. FORD

The Honorable

The Speaker

U.S. House of Representatives
Washington, D.C. 20515

The Honorable HNelson A. Rockefeller
President of the Senate
Washington, D.C. 20510

more
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SUMMARY OF PROPOSED LEGISLATION TO INCREASE
DOMESTIC ENERGY SUPPLY AND AVAILABILITY

Title I of the Energy Independence Act of 1975 would
authorize 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 used by the military or
used to fill a National Strategic Petroleum Reserve.
Revenues generated from the sale of oil produced from

the Naval Petroleum Reserves would be used to finance

the further exploration, development and production of

the Reserves, including NPR #4 in Alaska_ as well as

to create the National Strategic Petroleum Reserve. At
least 20%, or such other amount as determined by the
President, of the oil eventually produced from NPR #4
would be earmarked for military needs and for the National
Strategic Petroleum Reserve and the remainder made avail-
able to the domestic economy. Although the o0il 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 2 million barrels of
oll per day by 1985. Title I would also grant the Depart-
ment of the Navy authority to acquire, construct, fill and
maintain a military strategic petroleum reserve of 300

million barrels as part of the National Strategic Petroleum
Reserve.

Title II would authorize the establishment of a cilvilian
national strategic petroleum reserve of up to 1 billlon
barrels of petroleum. Once created, this strategic re-
serve, together with the exercise of certain standby
authorities provided for in Title XIII, will minimize
disruption from future embargoes or other energy emer-
gencies. This Title would authorize the Federal government
to acquire, construct and maintain petroleum storage facili-
tles, to purchase petroleum or require industrial set-asldes
for a strategic reserve, and to utilize petroleum from the
reserve to offset disruptions in foreign imports. Most of
the funds required to finance this program, as well as a
large amount of the oll to be stored would come from the
production of NPR #1 in Elk Hills, California. Within one
year of enactment, a report would be prepared and submitted
to the Congress detalling actlons taken and proposed plans
for developing a strateglc petroleum reserve system.

Title III is designed to reverse the declining natural
gas supply trend as quickly as possible and to insure
increased supplies of natural gas at reasonable prices

to the consumer. Under the proposal, wellhead price
controls over new natural gas sold in interstate commerce
would be removed. This action will enable interstate
plpelines to compete for new onshore gas and encourage
drilling for gas onshore and in offshore areas. In order
to discourage further conversions to natural gas and to
encourage greater natural gas conservation, the President
is also proposing an exc¢ise tax of 37¢ per thousand cubic

feet on natural gas which is equivalent to the proposed
$2 tax on oil.
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Titles IV and V contain amendments to the Clean Air Act

and the Energy Supply and Environmental Coordination Act

of 1974 (ESECA). The amendments are needed to pursue a
vigorous program, consistent with appropriate environmental
safeguards, to make greater use of domestic coal, and thus
to reduce the need for natural gas and imported oil. The
proposed amendments would serve to reduce the need for oil

imports by 100,000 barrels per day in 1975 and 300,000
barrels by 1977.

The amendments to ESECA would expand and extend the Federal
Energy Administration's authority to issue and enforce or-
ders prohibiting power plants and other major installations
from burning petroleum products and natural gas. One of the
amendments to the Clean Air Act would eliminate the regional
requirement which prohibits major fuel burning sources from
burning coal where the violation of health-related standards
is caused by other sources. Another amendment would permit
certain isolated plants to use intermittent control systems

on an interim basis where they do not pose a threat to pub-
lic health. In addition, the amendments seek a better balance
between automobile fuel economy and air quality by stabilizing
auto emission requirements for five years at the level of
California‘'s 1975 standards for hydrocarbons and carbon
monoxide emissions, and holding at national 1975 standards

for oxides of nitrogen.

Title VI would delete the “significant deterioration” re -
quirement from the Clean Ailr Act. There may be more
appropriate ways to deal with the issues assoclated with
significant deterioration than through the Clean Air Act,

and Congress should undertake a prompt and comprehensive
review of this issue.

Title VII is designed to restore the financial health of
public utilities. It would eliminate undue regulatory

lags involved in approving proposed rate changes_ K assure
that rates adequately reflect the full cost of generating
and transmitting electricity, and remove prohibitions that
now prevent lower prices from being charged to consumers
during off peak hours. Though many states have already
adopted similar programs, enactment of Title VII will es-
tablish certain standard regulatory procedures across the
Natlon, resulting in more equitable treatment of utilities.

Treasury Secretary Simon has presented to the House Ways
and Means Committee proposals for tax changes including
increased investment tax credits for public utilities.
Presently only a 4% tax credit 1s available to utilities
while a 7% tax credit is avallable to other industries.

The proposed legislation would raise the tax credits to

a level of 12% for one year with the 12% rate beilng re-
tained for two additional years for all electric generating
faclilities not fired by oil or gas. Utllities would also
be allowed to increase from 50% to 75% the portion of thelr
1975 tax liabilities that can be offset by the investment
tax credit. The percentage would phase back down to 50% by
1980. Corporate tax deductions would also be allowed for
preferred stock dividends issued by utilities and other
industries. These legislative proposals would reduce the
cost of capital for needed utility expansions and stimulate
equity rather than debt financing.

more
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Title VIII is designed to expedite the development of energy
rfacilities. The Federal Energy Administration would be
required to develop a National Energy Site and Facllity
Report with appropriate Federal, State, industry and public
input. Information 1n this report would be utilized by the
Federal government, the States and industry in developing
and implementing plans to insure that needed energy facili -
ties are sited, approved and constructed on a timely basis.
At the Federal level, FEA would be responsible for coordi-
nating and expediting the processing of applications to
construct energy facilities.

States would be required to develop management programs to
expedite the process by which energy facility applications
are revliewed and approved at the State level, to insure that
adequate consideration is given to natlonal and regional
energy requirements in the State's siting and approval
processes, and to provide that decisions of State regulatory
authorities on energy faclility applications are not overruled
by actions of local governments. FEA would provide grants
and technical assistance to the States in developing their
programs. If a State does not develop an acceptable manage-
ment program, FEA would promulgate an appropriate management
program for it. The Federal government would not be autho-
rized to override any State decision on a particular site

of faclility application.

Title IX would provide needed authority to prevent foreign

0ll producing countries from undercutting U.S. efforts to
develop domestic petroleum energy resources or achieve

energy independence. The Federal Energy Administration

would monltor the effect of oil price fluctuations on the
economic viabillity of conventional petroleum development

and production projects. Upon the finding that this viability
is beilng threatened, tariffs, quotas_ or variable import

fees would be imposed.

Two other measures are being developed that will affect
domestic energy supplies. One proposal would assure more
rapld siting and licensing of nuclear facilitles while
retaining sufficient safeguards to protect the environ-
ment and public health and safety. The other proposal,

to regulate surface mining, would provide the appropriate
balance between the urgent need to increase coal production
and the need to protect the environment.

DEMAND RESTRAINT MEASURES

Each of the demand restraint measures contained in Titles
X-XIT is an essential element in achieving our overall goal
of reducing oill imports and lowering the demand for coal,
natural gas and electricity. These proposals wlll serve

to reduce wasteful energy use, create jobs, and lessen
economlic hardships, while not impeding economic output.

Title X would establish mandatory thermal (heating and
cooling) efficiency standards for all new homes and
commercial buildings. It 1s anticipated that this program
will save the equivalent of 500,000 barrels of oil per day
in 1985. The Secretary of Housing and Urban Development
in consultation with engineering. architectural, consumer,
labor and industry representatives would be responsible
for developing thermal effilciency standards. Standards
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for residential dwellings would be promulgated and implemented
within one year, and performance standards for commercial

and other residential buildings developed and implemented

as soon thereafter as practicable. State and local govern-

ments would assume primary responsibility for enforcing
standards through local building codes.

Title XI would establish, within the Federal Energy Administration
a grant program for States to assist low income persons,;
particularly the elderly, in winterizing theilr homes. Title

XI 1s modeled after a successful pilot project that was con-
ducted in the State of Maine during 1974. Annual appropriatilons
of $55 million would be authorized to fund the three year

grant program, and enable States to purchase winterization
materials for dwellings of low-income persons.

4

Title XII would authorize the President to require energy
efficlency labels on all new major appliances and motor
vehlicles. This title would insure that consumers are fully
apprised of the efficlency of various appliances and motor
vehicles and would encourage the manufacture and greater
utilization of more efficient products.

EMERGENCY PREPAREDNESS PROGRAMS

In addition to taking measures to increase domestic supplles,
reduce demand and create a strategic reserve system. we must
be 1n a position to take immediate and decisive actions to
counteract any future energy emergency .

Title XIII would provide the President with certain standby
authorities to deal with future embargoes or other energy
emergencles and to carry out the International Energy
Program agreement, including provisions for international
0ll 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
petroleum products, order increases in domestic oil pro-
duction, and allocate critical materials needed for the
maintenance, construction and operation of critical energy
facilitles. All or a portion of these authorities would

be invoked upon a determination that emergency conditions
exist.
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TEXT OF LETTERS FROM THE PRESIDENT TO THE
SPEAKER OF THE HOUSE OF REPRESENTATIVES
AND THE PRESIDENT OF THE SENATE

Dear Mr. Speaker: (Dear Mr. President:)

Three and one--half months have passed since I presented
the Nation and the Congress with a comprehensive program
to achieve energy independence by 1985. Although the
policy I put forth was not an easy solution, it was,

and remains today, the only comprehensive and workable
national energy program. Because of the seriousness of
the problem, I also moved to cut energy demand and in-
crease supply to the maximum extent within my administra--
tive discretion by announcing a three step increase in
the fees on imported petroleum starting last February 1
and complete decontrol of old oil prices by April 1.

After imposition of the first dollar of the additional
import fees, the majority leadership in the Congress
requested that I delay further actions to provide time
to evaluate my proposals, to formulate an alternative
comprehensive energy plan and to enact legislation. L
granted a 60 day delay in the spirit of compromise, in
splte of the fact that we had already waited much too
long to make the hard decisions our country needs.

In the 60 days that followed, a number of Congressional
energy programs were introduced and considered. Little
progress has been made though. Thus, I am forced to
agaln make a difficult administrative decision.

Since my State of the Unilon Message last January, there
has been no improvement in the situation in the Middle
East. The existing tensions only heighten my bellef
that we must do everything possible to avoid increasing
our dependence on imported oil in the months ahead.

The recession 13 éoming to an end. ' But the pending
upturn will result in greater demand for imported oil.
At the same time, however, it will put us in a better

position to absorb the adjustments that greater energy
conservation will require.

There are some encouraging signs in the Congress.

Chairmen Ullman and Dingell and ranking minority members
Schneebeli. and Brown have been working diligently in
thelr respective committees to formulate a comprehensive
energy program. After extensive hearings and discussions,
thelr efforts to date embody some elements of the energy
proposals which I sent to the Congress as well as several
which could be potentially disastrous.
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The Senate has also conducted many hearings. Yet the
only legislation which has passed is a bill that would
Impose mandatory restrictions within 60 days on rec?ea~
tional and leisure travel, hours of business operation.
and commercial lighting. This bill 1s ineffective and
unrealistic. It would result in unwarranted government

control of personal freedoms, and would cause unforeseen
economic consequences.

I am hopeful that the weeks ahead can result in agreement
between the Congress and the Administration. I believe
it can if we are willing to work diligently, honestlﬁ,
and more rapidly. But I am concerned about the possi-
bility of the Congress passing politically popular
legislation which will not only fail to meet our energy
needs but which could create serious economic problems
for the Nation. From my many years in the Congress, I
know how easy it is to become embroiled in endless debate
over tough decisions. I also know how easy it is for

the Congress to enact legislation full of rhetoric and
nigh sounding purpose, but short of substance. That

must not happen in this case.

Neither the House nor the Senate has passed one significant
energy measure acceptable to the Administration in these
past few months. Hence, I must be a realist -- since the
time before final legislation will be on my desk 1is very
long. I understand that in many ways the timing and sub--
stance 1s beyond the control of the individual committee
chalrmen. Yet, postponement of action on my part is not

the answer. 1T am, therefore, taking these administration
actions at this time:

~« Filrst, I have directed the Federal Energy
Administrator to implement a program to steadily
Pbhase out price controls on old oil over two years,
starting June 1, 1975. This program will not
proceed until public hearings are completed and
a plan is submitted for Congressional review, as
required by statute. While I intend to work with
the Congress, and have compromised on my original
decision to proceed with immediate decontrol, the
nation cannot afford to wait indefinitely for
this much needed action. I intend to accompany
thls action with a redoubling of my efforts to
achleve an appropriate windfall profits tax on
crude oil production with strong incentives to

encourage maximum domestic exploration and pro--
duction.

= Second, I will again defer the second dollar
import fee on crude oil and the $.60 per barrel
fee on imported petroleum products in order to
continue the spirit of compromise with the
Congress. However, I will be forced to impose
the higher fees in 30 days, or sooner, 1f the
House and Senate fail to move rapidly on the
type of comprehensive legislation which is
necessary to resolve our critical energy situation.
Such leglslation must not embody punitive tax
measures or mandated, artificial shortages, which
could have significant economic impact and be an

unwarranted intrusion on individual freedom of
choice.
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The administrative action that I have set in motion will help
achieve energy self-sufficiency by 1985, stem increasing vul-
nerability during the next few critical years, and accomplish
this without significant economic impact. Nevertheless, my
actions alone are not enough. The Congress must move rapldly
on a more comprehensive energy program which includes broader:
energy conservation and actions to expand supply. Action now
is essential to develocp domestic supplies and protect American
Jobs., It is my utmost desire in announcing these executive
initiatives to balance our overwhelmi:g need to move ahead
with an equally important need not to force outright con-
frontation between the Administration and the Congress.

I pledge to work with the Congress in thils endeavor. To the
extent comprehensive and effective legislation is passed by

the Congress, I stand ready to approve it. What I cannot

do is stand by as more time passes and our import vulnerabillity
grows. If this happens, I will not hesitate to impose the
higher import fees. Meantime, my administrative actions

must fill the gap in this endeavor. The country can afford

no less.

glncerely,

GERALD R. FORD
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THE WHITE HOUSE

TO THE CONGRESS OF THE UNITED STATES:

Every so often, a Natlon finds itself at a crossroads.
Sometimes, it is fortunate and recognizes it has a gchoice.
Sometimes, it does not,

We are at such a crossroads in America today.

The course we select will touch the lives of most of us
before the end of this century and surely affect the lives
of generations of Americans yet to come.

Today, I am asking the Congress to join me in embarking
this Nation on an exciting new course which will help assure
the energy independence we seek and a significantly strengthened
economy at the same time.

I am referring to the establishment of an entirely new
private industry in America to provide the fuel for nuclear
power reactors -- the energy resource of the future. I am
referring to uranium enrichment which 1s presently a Federal
Government monopoly.

Without question, our energy future will become more
reliant on nuclear energy as the supplies of oil ‘and natural
gas diminish.

The questions we must answer are (1) whether the major
capital requirements for constructing new uranium enrichment
facilities will be paid for by the Federal taxpayer or by
private enterprise, and (2) whether a major new and expanding
segment of our economy will be under the control of the Federal
Government or the private sector.

The private sector has already demonstrated its capability
to build and operate uranium enrichment facilities under
contracts with the Federal Government. Since it 1s also
willing to provide the capital needed to construct new

more
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uranium enrichment plants, I am asking the Congress to enact
legislation tc enable American industry -- with all its
financial resources, management capability and technical

ingenuilty -- to provide the enriched uranium needed to fuel
nuclear power plants.

I believe this is the proper and correct course for
America to take. The alternative 1s continued Federal
moncpoly of this service at a cost to the taxpayers of at
least $30 billlion over the next 15 years.

The enrichment of uranium =-- which means, in brief,
separating the fissionable U-235 in uranium from non-fissionable
parts to provide a more potent mixture to fuel nuclear
reactors -- is an essentlal step in nuclear power production.

For more than twenty years, the United States
Government has supplied the enrichment services for every
nuclear reactor in America and for many others throughout
the world. Our leadership in this important field has enabled
other nations to enjoy the benefits of nuclear power under
secure and prudent conditions. At the same time, this effort
has been helpful in persuading other nations to accept
international safeguards and forego development of nuclear
weapons. In addition, the sale of our enrichment services
in foreign countries has returned hundreds of millions
of dollars to the United States.

These enrichment services have been provided by plants --
owned by the Government and operated by private industry =--
in Oak Ridge, Tennessee, Portsmouth, Ohio, and Paducah, Kentucky.
A $1-billion improvement program is now underway to increase
the production capacity of these plants by 60 percent. But
thlis expanded capacity cannot meet the anticipated needs of
the next 25 years.

The United States is now committed to supply the fuel
needs for several hundred nuclear power plants scheduled to
begin operation by the early 1980's. Since mid-1974, we
have been unable to accept new orders for enriched uranium
because our plant capacity -- including the $1-billion
improvement -- is fully committed.

In short, further increases in enrichment capacity depend

on construction of additional plants, with seven or eight years
required for each plant to become fully operational.

more
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Clearly, decisions must be made and actions taken today
if we are to insure an adequate supply of enriched uranium for
the nuclear power needs of the future and if we are to retain
our position as a major supplier of enriched uranium to the
world.

It is my opinion that American private enterprise is best
sulted to meet those needs. Already, private industry has
demonstrated its willingness to pursue the major responsibilities
involved in this effort. With proper licensing,
safeguards, cooperation and limited assurances from the Federal
Government, the private sector can do the job effectively and
efficiently -- and at enormous savings to the American taxpayer.
In this way, direct public benefits will be provided on a
long-term basis by private capital, not by taxpayers.

Accordingly, I am proposing legislation to the Congress
to authorize Government assurances necessary for private
enterprise to enter into this vital field.

A number of compelling reasons argue for private ownership,
as well as operation, of uranium enrichment plants. The market
for nuclear fuel is predominantly in the private sector. The
process of uranium enrichment is clearly industrial in nature.

The uranium enrichment process has the making of a new
industry for the private sector in much the same tradition as
the process for synthetic rubber -- with early Government
development eventually being replaced by private enterprise.

One of the strengths of America's free enterprise system
is its abllity to respond to unusual challenges and opportunities
with ingenuity, vigor and flexibility. A significant
opportunity may be in store for many firms -- old and new --
to partlcipate in the growth of the uranium enrichment industry.
Just as coal and fuel oil are supplied to electric utilities
by private firms on a competitive basis, enriched uranium should
be supplied to them in the same fashion in the future.

The energy consumer also stands to benefit. The production
of nuclear power now costs between 25 and 50 percent less than
electricity produced from fossil fuels. It is not vulnerable
to the supply whims or unwarranted price decrees of foreign
energy suppliers. And based on the past fifteen years of
experience, commercial nuclear power has an unparalleled
record of safe operation.

The key technology of the uranium enrichment process 1s
secret and will remain subject to continued classification,
safeguards and export controls.
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But for several years, a number of qualified American
companies have been granted access to the Government's technology
under carefully controlled conditions to enable them to assess
the commercial potential for private enriching plants.

The Government-owned gaseous diffusion enriching plants
have run reliably and with ever-improving efficiency for more
fhan a quarter of a century. One private group has chosen
this well-demonstrated process as part of its $3.5 billion
proposal to bulld an enrichment plant serving 90 nuclear
reactors here and abroad in the 1980's. Others are studying
the potential of the newer gas centrifuge process. Though not
yet in large-scale operation, the centrifuge process =- which
uses much less power than the older process -- 1s almost ready
for commercial application.

I believe we must move forward with both technologies
and encourage competitive private entry into the enrichment
business with both methods. A private gaseous diffusion
plant should be built first to provide the most urgently
needed increase in capacity, but we should proceed simul-
taneously with commercial development of the centrifuge
process.

With this comprehensive approach, the United States can
reopen its uranium enrichment "order book," reassert its
supremacy as the world's major supplier of enriched uranium,
and develop a strong private enrichment industry to help
bolster the national economy.

For a number of reasons, a certain amount of governmental
involvement 1s necessary to make private entry into the uranium
enrichment industry successful.

The initial investment reauirements for such massive
projects are huge. The technology involved is presently owned
by the Government. There are safeguards that must be rigidly
enforced. The Government has a responsibility to help ensure
that these private ventures perform as expected, providing
timely and reliable service to both dcmestic and foreign
customers.

Under the legislation I am proposing today, the Energy
Research and Development Administration would be authorized
to negotiate and enter into contracts with private groups
interested in building, owning and operating a gaseous
diffusion uranium enrichment plant.
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ERDA would also be authorized to negotiate for construction
of several centrifuge enrichment plants when more definitive
proposals for such projects are made by the private sector.

Contract authority in the amount of $8 billion will De
needed, but we expect almost no actual Government expenditures
to be invelved:  In fact, the creation of a private enrichment
industry will generate substantial revenues for the United States
Treasury through payment of Federal income taxes and com=-
pensation for use of Government-owned technology.

Under the proposed arrangements, there will be an
opportunity for foreign investment in these plants, although
the plants will remain firmly under U.S. control. There will
be no sharing of U.S., technology and, there will be limitations
on the amount of capacity each plant can commit to forelen
customers.

In addition, all exports of plant products will continue
to be made pursuant to Governmental Agreements for Cooneration
with other Nations. All will be subject to appropriate safe-
guards to preclude use for other than agreed peaceful purposes.

Foreign investors and customers would not have access tO
sensitive classified technology. Proposals from American
enrichers to share technology would be evaluated separately,
and would be subject to careful Government review and approval.

Finally, the plants proposed will be designed and built
to produce low enriched fuel which is suitable only for
commercial power reactors -- not for nuclear explosives.

In the remote event that a proposed private venture did
not succeed, this legislation would enable the Government
to take actions necessary to assure that plants will be
brought on line in time to supply domestic and foreign
customers when uranium enrichment services are needed.

I have instructed the Energy Research and Development
Administration to implement packup contingency measures,
including continuation of conceptual design activities,

research and development, and technology assistance to the
private sector on a cost-recovery basis.

ERDA would also be able to purchase from a private firm
design work on components that could be used in a Government
plant in the unlikely event that a venture fails.

Finally, I pledge to all customers -- domestic and
foreign -- who place orders with our private suppliers that
the United States Government will guarantee that these orders
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are filled as needed. Those who are first in line with our
private sources will be first in line to receive suppliles

under this assurance. All contracted obligations will be
honored.

I also pledge that cooperative agreements made with
private firms under the proposed new authority will fully
reflect the public interest. In fact, all contracts will be
placed before the Congress in advance of their effectiveness.
The Congress will have full and complete review of each one.

In sum, the program I am proposing will take maximum
advantage of the strength and resourcefulness of industry and
Government.

It will reinforce the world leadership we now enjoy in
uranium enrichment technology. It will help insure the
continued availlability of reliable energy for Amerilca. It
will move America one big step nearer energy independence.

Although the development of a competitive nuclear fuel
industry is an important part of our overall energy strategy,
we must continue our efforts to conserve the more traditional
energy resources on which we have relled for generations.

And we must accelerate our exploration of new sources of
energy for the future -- including solar power, the harnessing
of nuclear fusion and development of nuclear breeder reactors
which are safe, environmentally sound and reliable.

I ask the Congress for early authorization of this program.

GERALD R. FORD

THE WHITE HOUSE,

June. 26, 1975,
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MR. NESSEN: Let me read you two statements,
and then Henry will be here to brief.

Secretary of State Kissinger will travel to the
Middle East next week, leaving Washington on August 20.
The discussions the United States has been conducting with
the parties concerned, looking toward an interim agreement,
have progressed to the point where the parties and the
President believe it would be useful for the Secretary of
State to travel to the area in an effort to bring the talks
to a successful conclusion. The Secretary's visit to the
Middle East will include several Arab countries and Israel.

The President has asked me to read you a
statement. ' :

The President says that he has worked many
hours with the Secretary of State analyzing and assessing
the situation in the Middle East, and the President has
now directed the Secretary of State to return to that
region in an effort to bring the discussions to a success-
ful conclusion.

The President is hopeful that the parties will
successfully conclude an interim agreement, which not only
would be in the best interest of the parties involved,
but also in the best interest of the entire Middle East
region, and indeed of the whole world.

The President is sure that all Americans join
him in wishing the Secretary of State success on this
critically important mission.

The Secretary of State.

SECRETARY KISSINGER: We will go straight to
the questions. '
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Q Mr. Secretary, can you tell us some of the
issues that remain outstanding that you are going to be
working on?

SECRETARY KISSINGER: We have made good progress
on many of the issues, We have agreement in principle on
some of the lines, but some details remain to be
negotiated.

We still have to work out the protocols and
the details of the various disposition of forces after
another interim agreement has been made.

There will be complicated issues of civilian
administration, and there are one or two issues of principle
there remaining outstanding. However, it is the President's
judgment, the judgment of the parties and my own that in
the light of the good will that has been shown by both
parties in recent weeks, in light of the progress that
has been made, the remaining differences are surmountable,
and this is the attitude with which I am going there.

Q Mr. Secretary, would you say that peace is
at hand in the Middle East? '

SECRETARY KISSINGER: I haven't used that line
for four years. (Laughter)

Q Where are you going, exactly?

SECRETARY KISSINGER: Wait a minute. You don't
think I am finished with a 30-second answer. I haven't
even placed my verb yet. (Laughter)

This, of course, is not a peace agreement. This
is an interim step toward peace between Egypt and Israel,
if it should succeed. The issues between Israel and
the other countries remain to be resolved, and the United
States remains committed to a just and lasting peace, as
called for by the United Nations security resolution.

Both the United States and Israel and all the
other parties that we are in touch with agree that this
will not be the end of the process, but a stage in the
process. Nevertheless, if it succeeds, it will be, and it
can be, a very big step. It would be the first agreement
that has been made between an Arab State and Israel not
under the immediate impact of military hostilities, the
first one that will require some complicated arrangement
of cooperation.

Therefore, we hope that it will be a step toward
that just and lasting peace, which we are committed to try
to bring about.

I think, Fran, you had a question.
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Q  What countries are you going to, exactly?

- SECRETARY KISSINGER: I am going first to
Israel. From there I will go to Alexandria, where
President Sadat will be. Then we will have a shuttle,
which we do not think should be as extended as the
recent shuttles have been because many issues of principle
have already been settled, but while I am in the Middle
East, I expect to visit Damascus, Amman and Saudi Arabia to
discuss with the other Arab countries our conception of
progress toward peace in the Middle East.

.
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Q Can you tell us who suggested a U.S.
monitoring team in the Middle East, and isn't this fraught
with danger, and I would like to know if it is tied to
any money agreements of aid to Israel?

SECRETARY KISSINGER: The idea of possible
monitoring team has as yet not been finally decided.
It is an issue that was first raised and which we have made

clear we would agree to do only if both of the parties
join in.

We have also made clear that the American parti-
cipation would be of an entirely technical nature, that is
to say, we would man certain xinds of warning equipment whose
results would be given to both sides and the United Nationa.

In other words, it would be an extention of the
U-2 flights we are now undertaking at the request of both
parties. Any Americans that are going to the Middle East
would go only if approved by the Congress. It would be
volunteers. They would have no military mission of any
kind, and their primary function,their exclusive function
would be to give warning information to both sides and to
the United Nations and their numbers would be very small.

Q Who suggested it and is it tied to any aid?

SECRETARY KISSINGER: The issue of warning
stations depends on the issue of the aid, The issue of the
aid in turn to Israel has been discussed with Israel for
many months, as we have, for that matter, discussed aid
programs with Arab countries for many months.

We will submit in September, I would expect,
an aid package for the entire Middle East, including )
Tsrael and those Arab countries that have been the recipients
of aid last year and this has beenentrained as part of the
reassessment, in any event.

Q How much money does it entail?

SECRETARY KISSINGER: The President has not yet
made the final decision about the amount that we will request
from the Congress, but this grows out of technical studies
that we are undertaking jointly as to the needs of the
parties and particularly the needs of Israel.

Q Mr. Secretary, along side whatever agreements
may be reached between Egypt and Israel, will there also be
third-party agreements between the United States and both
of these parties and what will their nature be?

SECRETARY KISSINGER: We gtill do not
have any actual documents that have been agreed to between
the parties. All we have are certain agreements in
principle about the outlines of a possible agreement.
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In the disengagement agreements, there was a
formal agreement, then there was a protocol that was
attached to that agreement, then there was separate
understanding between the parties in which the United
States acted as an intermediary and trasmitted
assurances from one party to the other.

Everything in which the United States is involved
will be submitted to the Senate, the Foreign Relations
Committee and to the House International Relations Committee.
There will be no secret understandings that are not submitted.

) Q Mr. Secretary, have you set yourself a
time limit for this particular trip?

SECRETARY KISSINGER: I have to be back on
September 1 or 2 to speak at the Special Session of the
General Assembly. That I have to do in any event no matter
what the state of the negotiations is.

Now it is theoretically possible I might go

back to the Middle East from there, but I hope that we can
make sufficient progress in ten days. But I don't want to
operate against a deadline. These issues, even when there
is agreement in principle, the issues are enormously
complex and there are so many different aspects of civilian
as well as military arrangements that have to be made that
I would hate to tie myself too closely.

Mr. Beckman?
Q I have two questions.

One, can you tell us if the American volunteers
will be armed, and secondly, when your earlier shuttle
failed, I seem to recall your saying you wouldn't go Dback
unless there was a 90 percent chance of success.

Is there a 90 percent chance of success?

SECRETARY KISSINGER: You have to remember even
if you say there is a 90 percent chance of success, if it
fails, it fails 100 percent. We think there is a good chance
of success whether you express it at 80 percent of 90
percent, that is just guessing at it. We think there is now
a good chance of success, or the President would not have
authorized my return.

What was the other question?

Q Will the American volunteers be armed?

SECRETARY KISSINGER: We have not yet worked out
this arrangement. If they are armed, it would be only for
self-defense., It would not be for military operations. It
would only be personal arms for really very immediate self-
defense. They will not be authorized, under any circumstances,
to conduct military operations or to defend themselves .
against military forces. If they have arms, it would be against
marauders, but they are not there for a military function,
and we are talking about very small numbers of about 100 or so.
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Q Mr. Secretary, will this force be a
unilateral American force or will it be part of a United
Nations force?

SECRETARY KISSINGER: It is very difficult for me
to talk about something that has not yet been agreed to
and finally worked out. In any event, there will be a
United Nations force standing between Israel and Egypt in
a sone of a greater depth than has ever existed between
the hostile forces in the Middle East.

So, these would not be in direct contact with
either of the hostile parties. They would work more
closely with the United Nations. :

-Q Has the United States agreed in principle
to compensate Israel for the 1oss of the Sinai oil
fields?

SECRETARY XISSINGER: We are discussing with
Israel not so much compensation for the Sinai oil, but
arrangements for alternative supplies of Sinai oil if
Israel has difficulty arranging them for itself. We
will take into account, in arriving at the economic aid
figure, the additional foreign exchange requirement for
Israel in the purchase of oil.

Q So, we are going to pay for the replace-
ments? That is what it amounts to?

SECRETARY KISSINGER: It isn't going to be done
exactly on that basis, but it will be taken into account.

Q Mr. Secretary, if I may change the subject,
could you explain to us the situation surrounding the
transfer of Ambassador Carter out of the State Department?

SECRETARY KISSINGER: To the best of my knowledge--
and I am not always told everything in the State Department--
Ambassador Carter has not been transferred out of the State
Department. We have avoided any comment on a situation
which, quite frankly, has not always been reported with
full accuracy.

The problem that arises in the case of terrorist
attacks on Americans has to be seen not only in relation
to the individual case but in relation to the thousands of
Americans who are in jeopardy all over the world. In
every individual case, the overwhelming temptation is to
go along with what is being asked.
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On the other hand, if terrorist groups get the
impression that they can force a negotiation with the
United States and an acquiescence in their demands, then
we may save lives in one place at the risk of hundreds of
lives everywhere else.

. Therefore, it is our policy -- in order to save
lives and in order to avoid undue pressure on Ambassadors
all over the world, it is our policy -- that American

Ambassadors and American officials not participate in
negotiations on the release of victims of terrorists, and
that terrorists know that the United States will not
participate in the payment of ransom and in the negotiation
for it,

In any individual case, this requires heart-
breaking decisions.

It is our view that it saves more lives and more
jeopardy and that it will help Ambassadors, who can then
hide behind firm rules rather than leave it to the individual
decision.

I think Ambassador Carter is a distinguished
Foreign Service -- he is not a Foreign Service officer.
He is a distinguished Ambassador, and he has served well
in Tanzania. I do not want to engage in a debate in
which his concerns are very easily understandable and which
we are trying to handle in as compassionate a manner as we
can, and without penalizing any individual concerned. But,
there are important issues of principle involved here.

Q What is going to happen to Ambassador Carter?
He has the impression he has been transferpgd out of the
State Department.

SECRETARY KISSINGER: I think that Ambassador Carter
would be better advised to deal with the recponsible
officials of the State Department than to engage in an
independent publicity campaign of his own.

We are reluctant to put forward our view of the
situation because we do not believe it would help anybody.
We are trying to maintain a principle that terrorists canyot
negotiate with American officials, and we are doing this in
order to protect the thousands of Americans that could
become vietims all over the world if we once started that
process, and not only the American tourists and students,
but also American officials.

Q Mr. Secretary, one more question on this.
I understand that President Ford wrote & letter ?o
President Nyerere of Tanzania thanking him for his cooper-

ation in this problem?

SECRETARY KISSINGER: That is right.



- =

Q And that that cooperation included
releasing two of the terrorists of the organization ,
that kidnapped the four young students. Now, isn't that
cooperating with terrorists?

SECRETARY KISSINGER: After the event, President
Ford did indeed write this letter, and in each individual
case it is a matter of judgment of how rigidly that line
is drawn and at what point one believes that the line has
been breached. :

In any event,ﬂAmbéésador Carter has not been
transferred out of the State Department.

Q But out of his post?

SECRETARY KISSINGER: I really am trying to avoid
a detailed discussion of the issue, I think in the
interest of all parties concerned.

Q . Can we get a kind of outline of what the
accords have been in terms of what has been printed? 1Is
that the passes and the oil fields?

SECRETARY KISSINGER: I don't think I can go into
something in which there are so many items that have only
been agreed in principle, and so many items that are not
yet agreed to at all.

Some of the things that have been printed are
roughly accurate. Some of the things that have been

printed are not accurate. I would not go firmly with any one
of them.

Yes?

MORE



-9-

Q I was going to ask the same question. Are
the reports of the agreement in pr1nc1ple for a pullback
from the passes and the oil fields in exchange for a
guarantee of nonrbellgerance accurate? Is that the
general scope of the agreement?

SECRETARY KISSINGER: I do not think the issue
of a formal issue of non-beligerance is now before us, and
I think it would be better not to go into the precise
details of the geographic separation until we are a little
further ahead in the negotiations.

But it is known, of course, that the negotiations
have involved the passes and. the oil fields, and, as I have
already pointed out in answgr to .another. questlon, that some
of the economic dlscu551ons Hlth Israel involved the problem
of how to deal with Jerael's foreign exchange problems in
the absence of the oil fields, so that is a speculation that
would be proper.

Q Are you going to seé Mr. Gromyko on this
trip? .

SECRETARY KISSINGER: I don't expect to see him, no,
not on this trip. I expect to see Mr. Gromyko next when he
comes to.the General Assembly in the middle of September.

Q Between now and then, will there be any special
arrangements or efforts to keep the Russians posted?

SECRETARY KISSINGER: We will stay in touch with
the Soviet Union and keep them generally informed.

Q As you pointed out, if there is an interim
agreement, can you give us a more specific idea of the
territories Israel may have to give up?

SECRETARY KISSINGER: As I pointed out on other
occasions, in a lasting peace, a lasting peace will have to
settle the frontier of Israel not just with Egypt, but with
all of its neighbors. It will have to take into account the
Palestinian problem. It will have to spell out in great
detail the reciprocal obligations for peace on the part of
the Arab countries. And it will have to include guarantees,
international, multilateral, bilateral, whatever may be
devised for the final arrangements.

This interim agreement, which we are now talking
about,is a step, we hope a significant step towards this,
but it will still be only a partial -- we will only have
traveled a part of the road.

Q Mr. Secretary, in answering Jim Naughton's
quer ion, you said the formal issue of non-beligerancy, which
is not a question here, but what is Israel going to need in
the way of some guidance, and what is Israel going to get?
You have talked about the oil fields and the passes.

MORE



- 10 =

) SECRETARY KISSINGER: I do not think I ought
to be into the provisions of an agreement which has so far
been'negotiated in a rather cumbersome process through
Washington in which there are no documents yet agreed to by
both sides, but only some concepts and general lines, and
that will all be apparent when the agreement is negotiated,
hopefully in the not too distant future.

: Q On the question of compensation or whatever
it may be called for theloss of the oil fields, are you
talking about American compensation, American aid? Are you
talking about Arab aid or some other form?

SECRETARY KISSINGER: I have the impression, but
I have to confirm that when I get out there, that the
Arabs are not yet ready to compensate Israel for any loss
of oil revenues.

We are talking about the fact that in setting the
aid level for Israel, we will take into account the foreign
exchange losses that Israel will suffer if, as a result of the
agreements, it gives up the oil fields.

I think I will take one more question.

Q Can you give us any idea of whether you
heard from the Israeli Cabinet this morning?

SECRETARY KISSINGER: This announcement is based
on the decision of the Israeli Cabinet to invite me to come
to Israel.

Q Is there any question about it? This morning
there was a question about it.

SECRETARY KISSINGER: Yes, there was in the
sense that the Israeli Cabinet had to approve what the nego-
tiating team and we worked out during the course of last
week and, until the Israeli Cabinet had formally approved
the results of last week's negotiations, we could not announce
that a shuttle could, in fact, take place.

Q When are you leaving here?

SECRETARY KISSINGER: I am leaving here tomorrow
afternoon, and I am leaving Washington Wednesday around

midnight,-
THE PRESS: Thank you.
END (AT 12:26 P.M. MDT)
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ENERGY INDEPENDENCE AUTHORITY

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

It will have a limited 1ife (ten years); its financial outlays
and commitments are intended to be recovered by the government,
and will be used in conjunction with private sector financing
to the maximum possible extent. It will not have authority ,
except for very limited periods, to own operating facilities
related to energy production, transportation, or transmission.

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

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

BACKGROUND

@ The Natlon's energy situation continues to deteriorate:

- Domestic crude oil production peaked in 1970 and
has declined by more than one million barrels per

day since then. Production is now at a nine-year
low,

- 01l imports are about 37 percent of oil consumption
and are expected to rise to more than 50 percent of
consumption or 12 million barrels per day by 1985 if
no new actions are taken.

- As a result of our increasing import dependence, our
payments to foreilgn producers for imported oil has
increased from less than $3 billion in 1970 to about

$25 billion last year and willl increase by another

$2 blllion annually because of the OPEC price rise
announced last month.

- Natural gas production peaked in 1973, declined by
8ix percent last year (the equivalent of over 230
million barrels of oil), and has dropped another
8.5 percent during the first half of 1975, leading
to rising curtailments of service that threaten jobs
in many parts-of the country .
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- Electric utility financial problems and regulatory
delays have in part resulted in the cancellation or
postponement of about three-fourths of all planned
nuclear plants and about one-third of all coal plants
previously scheduled for operation between now and
1985.

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

The Federal Energy Administration (FEA) estimates that
investments for energy independence could total about

$600 billion (in 1975 dollars) over the next ten years.
While most energy projects should be able to be financed
in a conventional manner, some projects 1n selected energy
sectors will find financing more difficult:

- Some emerging technologles, such as synthetic fuels
from coal, shale oil, solar, and methods to use energy
more efficiently, have uncertain economics due to long
lead times and technologlcal uncertainties, and con-
slderable risk if world oil prices drop. The Energy
Resources Council (ERC) synthetic fuels task force
concluded that a variety of Federal financial lncen-
tives is needed to achieve any significant synthetic
fuel production by 1985.

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

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

A Federal role in financing and otherwise supporting
projects vital to the national interest is not unprece-
dented, or unique. For example, the Federal Government

has taken an active role in such areas as the Communications
Satellite Corporation (COMSAT), crash commercialization of
new technologlies such as synthetic rubber plants in World
War II, and uranium enrichment. :

EIA Organization

The Energy Independence Authority will be a new government
corporation. A five person Board of Directors will be appointed
by the President, subject to the advice and consent of the
Senate. A member of the Board will be designated by the Presi-
dent as its chairman and will be the chief executive officer of
the Authority. lo more than three of the Board members may be
of any one political party. At the discretion of the President,
the members may serve either full-time or part-time. A limited
number of the Authority's executives may be pald without regard
to executlive branch salary limits, but the majority of the
Authority's staff will be within the Civil Service system.

more
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EIA Liquidation and Accountabiliiy

The EIA will have a legislated 1life of ten years, wlth new
financial commitments permitted only in the first seven years
of its existence. On or before June 30, 1683, the corPoratlon
will prepare a Liquidation Plan for the corporation's 1@vgst~
ments. The Liqulidation Plan will describe how each activity,
project or obligation involving financial assistance, and any
substantlial asset or liability will be disposed of.

The EIA will terminate on or before June 30, 1986, unless the
President determines that orderly liquidation requires contlnua-
tion of its authorized 1life for up to three years after that
date. Any remaining assets, obligations or required functions

after its termination will be transferred to the Secretary of
the Treasury.

The EIA will submit an annual report to the Congress and will be
subject to independent audits by nationally recognized public
accountants, as well as by the General Accounting Office at 1ts
discretion. Also, the Energy Resources Council, and other
agencies deslgnated by the President, will be provided an

opportunity to evaluate all projects before commitments are
made.

Financial Structure

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

The Treasury will purchase equity and the EIA will pay an annual
dividend on its outstanding capital stock, but its Board could
defer such dividends if it has no earned surplus or 1f the
Board determines that other uses of its funds 1n support of the
goal of energy independence are more desirable. The EIA's
Issuance of its securities, as well as loan guarantees or other
similar obligations which directly impact the capital markets
in a manner similar to government debt, will be subject to
approval by the Secretary of the Treasury as to the timing,
method, source, interest rate, and other terms and conditions.
At the discretion of the Secretary of the Treasury, EIA's

obligations may be purchaséd directly or channeled through the
Federal Financing Bank.

Total loans, guarantees, and other forms of financial assis-
tance by the Authority over its 1life cannot exceed $100 billion
and it can make no further investments if its expected losses,

as determined by an annual independent audit, exceed its equity
and earned surplus.

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

more



The Energy Independence Authority could provide financing in
various forms including direct loans, loan guarantees, guarantees
of price, purchase and leaseback of facilities, and tbe purchase
of convertible or equity securities. EIA filnancing w1}1 not be
avallable for projects which can be financed by the private
sector and to the extent practicable, will be in the form of
loans and loan guarantees.

The EIA's financial assistance will provide for the ma¥imum
particlpation of private financial institutions in projects.
Such assistance will be provided in ways that will not g%ve
recipients undue advantage over competing firms. This will be
assured through minimum interest rate requirements and othgr
terms that will be required by the Authority before financing
1s executed.

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

Scope of EIA Investments

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

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

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

- Projects that would not be financed without
government assistance.

The specific types of projects which the EIA could finance
would be limited to projects entailing commercialization of:

- New technologies not yet in widespread domestic
commercial operation elther to support, produce
directly, transport, or conserve energy.

- Technologies essential to the production of nuclear
power,

= Conventional or new technologies for production and

transmission of electric power generated by sources
other than oil cor gas.

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

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

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

EIA could support projects that increase efficiency of energy
use and production of energy that involve new technologies not
yet commerclally proven. Projects of unusual size or scope
could include new energy parks or major new pipelines for
transportation of o0il and gas.

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

New Federal Energy Regulatory Procedures

Regulatory problems often make financing difficult by adding
uncertainty about a project's ultimate fate and timing and by
adding inflationary pressures to construction costs through
delay. 1In addition to its financial authorities, the EIA
legislation will establish an important new procedure for
coordinating and expediting Federal regulatory proceedings
that affect energy projects.

Although it would have no power to override regulatory decisions
at any level of government or determine the ultimate fate of.
the project, the Federal Energy Administration may certify (if
such certification is needed to assure expeditious completion)
that any project which requires a Federal permit or other
Federal action is of critical importance to achievement of
energy independence.

Any Federal agency receiving such FEA certification of a project
wlill commence promptly all proceedings needed to reach a final
decision concerning the project and each Federal agency may give
such proceedings priority over other matters before 1t. The
legislation makes it the intent of the Congress that all pro-
ceedings on these critical projects be completed within 18 months
and requires that each Federal agency promulgate regulations
wlthin 90 days to carry out the expediting actions contemplated
in the legislation.

In order to coordinate, simplify, and expedite the processing

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

application required for Federal approval prior to commencement
of a project.

##HAM



FOR IMMEDIATE RELEASE February 16, 1976

Office of the White House Press Secretary

THE WHITE HOUSE

TEXT OF A LETTER FROM THE
PRESIDENT TO THE SPEAKER OF THE
HOUSE OF REPRESENTATIVES
AND THE PRESIDENT OF THE SENATE

February 16, 1976

Dear Mr. Speaker: (Dear Mr. President:)

The Federal Energy Administration Act of 1974, section 1l5(a),
required that I submit to the Congress six months before the
expiration of this Act my recommendations for the future of
the Federal Energy Administration.

In view of my recent signing of the Energy Policy and
Conservation Act of 1975, I have determined that the manage-
ment of energy policies and programs can best be served by

the extension of the Federal Energy Administration until
September 30, 1979 -- thirty-nine months beyond its current
terminatior date of June 30, 1976. This will allow an orderly
phasing out of price and allocation controls on domestic oil
production over a period of forty months and implementation of
other programs called for in that Act.

I have directed Federal Energy Administrator Zarb to seek the
authority required to carry out this proposal.

Sincerely,
GERALD R. FORD

BEEGE
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THE WHITE HOUSE

TO THE CONGRESS OF THE UNITED STATES:

A little over two years ago., the Arab embargo proved
that our Nation had become excessively dependent upon otners
for our oil supplies. We now realize how critical energy 1s
to the defense of our country, to the strength of our
economy, and to the quality of our lives.

We must reduce our vulnerability to the economlc dis-
ruption which a few foreign countries can cause by cutting
of f our energy supplies or by arbitrarily raising prices.
We must regain our energy independence.

During the past year, we have made some progress toward
achieving our eneryy independence goals, but the fact remains
that we have a long way to go. However, we cannot take
the steps required to solve our energy problems untll the
Congress provides the necessary additional authority that
I have requested. If we do not take these steps, our
vulnerability will increase dramatically.

In my first State of the Unilon Address last year, I
pointed out that our vulnerabllity would continue to grow
unless a comprehensive energy policy and program were
implemented. I outlined these goals for regaining our
energy independence:

----- First, to halt our growing dependence on
imported oil during the next few critical
years.

e Second, to attain energy independence by 1935
by achleving invulnerability to disruptilons
caused by oil import embargoes. Specifically,
we must reduce oil imports to between 3 and 5
million barrels a day, with an accompanying
abllity to offset any future embargo with
stored petroleum reserves and emergency
standby measures.

—~ Third, to mobilize our technology and resources
to supply a significant share of the free world's

energy needs beyond 1985.

In pursuing these goals, we have soupht to provide energy
at the lowest cost consistent with our need for adequate and
secure supplies. We should rely upon the private sector
and market forces since it 1s the most efficient means of
achieving these goals. e must also achieve a balance
between our environmental and energy objectives.

These goals were reasonable and sound a year ago anc
they remain so today.

more
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Since January of 1975, this Administration has initiated
the most comprehensive set of energy programs possible under
current authority. This includes actions to conserve energys
to increase the production of domestic energy resources, and
to develop technology necessary to produce energy from newer
sources.

During this time, I have also placed before the Congress
a major set of leglslative proposals that would provide the
additional authority that is needed to achieve our energ
independence goals.

Thus far, the Congress has completed action on only one
major pilece of energy legislation .-~ the Energy Policy and
Conservation Act -- which I signed into law on December 22,
12975. That law includes four of the original proposals I
submitted to the Congress over a year ago. Eighteen other
major legislative proposals still awailt final action by the
Congress.

Natural Gas

The need for Congressional action is most critical in
the area of natural gas. We must reverse the decline in
natural gas production and deal effectively with the growing
shortages that face us each winter.

Deregulating the price of new natural gas remains the
most important action that can be taken by the Congress
to improve our future gas supply situation. If the price
of natural gas remains under current regulation, total
domestic production will decline to less than 18 trillion
cublic feet in 19385. However, if deregulation is enacted,
production would be about 25 percent higher by 1955.
Natural gas shortages mean higher costs for consumers who
are forced to switch to more expensive alternative fuels
and mean., inevitably, an increasing dependence on imported
oil. Curtailment of natural gas to industrial users in the
winters ahead means more unemployment and further economic
hardships.

Therefore, I again urge the Congress to approve legis-
lation that will remove Federal price regulation from new
natural gas supplies and will provide the added short -term
authorities needed to deal with any severe shortages forecast
for next winter.

I also urge prompt action by the Congress on a bill I
will be submitting shortly which is c¢esigned to expedite
the selection of a route and the construction of a trans-
portation system to bring the vast suppllies of natural gas
from the north slope of Alaska to the lower U3 markets.
This legislation would make possible production of about
1 trillion cubic feet of additional natural gas each year
by the early 1980s.

We expect imports of liquefied natural gas (LNG) to
grow in the next several years to supplement our declining
domestic supply of natural gas. Ve must balance these
supply needs against the risk of becoming overly dependent
on any particular source of supply.

more



2
-

Recognizing these concerns, I have directed the Energy
Resources Councll to establish procedures for reviewing
proposed contracts within the Executive Branch, balancing
the need for supplies with the need to avoild excesslve
dependence, and encouraging new imports where this 1s
appropriate. By 1985, we should be able to import 1
trillion cubic feet of LNG to help meet our needs without
becoming overly dependent upon foreign sources.

Nuclear Power

Greater utilization must be made of nuclear energy in
order to achieve energy independence and malntain a strong
economy. It is likewlse vital that we continue our world
leadership as a reliable supplier of nuclear technology
in order to assure that worldwide growth in nuclear power
is achieved with responsible and effective controls.

At present 57 commercial nuclear power plants are on
line, providing more than 9 percent of our electrical
requirements, and a total of 179 additional plants are planned
or committed. If the electrical power supplied by the 57
existing nuclear power plants were supplied by oil-fired
plants, an additional one million barrels of o0il would be
consumnied each day.

On January 19. 1975, I activated the independent Nuclear
Regulatory Commission (NRC) which has the responsibility for
assuring the safety, reliability, and environmental accept-
ability of commercial nuclear power. The safety record
for nuclear power plants is outstanding. Nevertheless,
we must continue our efforts to assure that it will remain
so in the years ahead. The NRC has taken a number of steps
to reduce unnecessary regulatory delays and 1s continually
alert to the need to review its policies and procedures
for carrying out its assigned responsibilities.

I have requested greatly increased funding in my 1977
budget to accelerate research and development efforts that
will meet our short-term needs to:

make the safety of commercial nuclear power
plants even more certain,

develop further domestic safeguards tech-
nologies to assure against the theft and

misuse of nuclear materials as the use of
nuclear-generated electric power grows,

provide for safe and secure long-term
storage of radiocactive wastes;

. and encourage industry to improve the
reliability and reduce the construction
time of commercial nuclear power plants.

I have also requested additional funds to identlify new
uranium resources and have directed ERDA to work with private
industry to determine what additional actions are needed
to bring capacity on--line to reprocess and recycle nuclear
fuels.

more
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Internationally, the United States inp consultation with
otaer nations which sunply nuclear technolocry has deé¢ided to
follow stringent export principles to ensurc that international
sharing of the benefits of nuclear energy does not lead
to the proliferation of nuclear weapons. I have also
decided that the U.S. should make a special contribution of
-up to $5 million in the next five years to strengthen the
safeguards program of the International Atomilc Energy Agency.

. 1t %s essential that the Congress act if we are to take
timely advantage of our nuclear energy potential. I urge
enactment of the Nuclear Licensing Act to streamline the

licensing procedures for the construction of new power
plants.

I again strongly urge the Congress to give high priority
Co my Nuclear Fuel Assurance Act to provide enriched uranium
needed for commercial nuclear power plants here and abroad.
This proposed legislation which I submitted in June 1975,
vould provide the basis for transition to a private com--
petitive uranium enrichment industry and prevent the heavy
drain on the Federal budget. If the Federal Government were
required to finance the necessary additional uranium
§Qrichment capacity, i1t would have to commit more than
¢0 blllion over the next 2 to 3 years and $2 billion
annually thereafter. The taxpayers would eventually be
repald for these expenditures but not until sometime in
the 1990's. Federal expenditures are not necessary under
the provisions of this Act since industry 1ls prepared to
assume this responsibility with limited government co-
operation and some temporary assurances. Furthermore,
a commltment to new Federal expenditures for uranium
enrichment could interfere with efforts to increase
funding for other critical energy programs.

Coal

Coal is the most abundant energy resource available in
the United States, yet production is at the same level as
in the 1920's and accounts for only about 17 percent of the
Natlon's energy consumption. Coal must be used increasingly
as an alternative to scarce, expensive or insecure oil and
natural gas supplles. Ve nmust act to remove unnecessary
constraints on coal so that production can grow from the
1975 level of 640 million tons to over 1 billion tons by
1935 in order to help achieve energy lndependence.

We are moving ahead where legislative authority 1s
available.

The Secretary of the Interior has recently adopted a new
coal leasing policy for the leasing and development of more
coal on Federal lands. To implement this poliecy, regulations
will be issued governing coal mining operations on Federal
lands, providing for timely development., and requiring
effective surface mining controls which will minimize
adverse environmental impacts and reguire that mined lands
he reclalmed. As a reflection of the States' interests,
the Department proposes to allow application on Federal
lands of State coal mine reclamation standards which are
more stringent than Federal standards, unless overriding
National Interests are involved.

more
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I have directed the Federal Energy Administration and the
Environmental Protection Agency to work toward the conversion
of the maximum number of utilities and major industrial
facilities from gas or oil to coal as permitted under
recently extended authorities.

We are also stepping up research and development efforts
to find better ways of extracting, producing and using coal.

Again. however, the actions we can take are not enough
to meet our goals. Action by the Congress is essentilal.

I urge the Congress to enact the Clean Air Act amendments
I proposed which will provide the balance we need between
air quality and energy goals. These amendments would permit
greater use of coal without sacrificing the air quality
standards necessary to protect public health.

01l

lle must reverse the decline in the Nation's oil production.
I intend to.implement the maximum production incentives that
can be justified under the new Energy Policy and Conservation
Act. In addition, the Department of the Interior will continue
its aggressive Outer Continental Shelf development program
while giving careful attention to environmental considerations.

But these actions are not enough. We need prompt action
by the Congress on my proposals to allow production from the
Naval Petroleum Reserves. This legislation is now awaiting
action by a House--Senate Conference Committee.

Production from the Reserves could provide almost one
million barrels of oil per day by 1985 and will provide
both the funding and the oil for our strateglc oll reserves.

I also urge the Congress to act quickly on amending the
Clean Air Act auto emission standards that I proposed last
June to achieve a balance between objectives for improving
air quality. increasing gasoline mileage, and avoiding
unnecessary increases in costs to consumers.

Building Energy Facilitiles

In order to attain energy independence for the
United States, the construction of numerous nuclear power
plants, coal--fired power plants, oill refineries, synthetic
fuel plants, and other facilities will be required over the
next two decades.

Azain, action by the Congress is needed.

I urge Congress to approve my October, 1975 proposal to
create an Lnergy Independence Authority, a new government
corporation to assist private sector financing of new
enerpgy facilities.

This legislation will help assure that capital is
available for the massive investment that must be made
over the next few years in energy facilities, but will
not be forthcoming otherwise. The legislation also
provides for expediting the regulatory process at the
Federal level for critical energy projects.

more
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I also urge Congressional action on legislation needed
to authorlze loan guarantees to aid in the construction of
commercial facilities to produce synthetic fuels so that
they may make a significant contribution by 12385.

Commercial facilities eligible for funding under this
program include those for synthetic gas, coal liquefaction
and oil shale. which are not now economically competitive.
Management of this program would initially reside with the
Energy Research and Development Administration but would
be transferred to the proposed Energy Independence Authority.

My proposed energy facilities siting legislation and
utility rate reform legislation, as well as the Electric
Utilities Construction Incentives Act complete the legis-
lation which would provide the incentives, assistance and
new procedures needed to assure that facilities are
available to provide additional domestic energy supplies.

Energy Development Impact Assistance

Some areas of the country will experience rapid growth
and change because of the development of Federally-owned
energy resources. We must provide specilal help to heavily
impacted areas where this development will occur.

I urge the Congress to act quickly on my proposed new,
comprehensive, Federal LEnergy Impact Assistance Act which
was submitted to the Congress on February 4. 1975.

This legislation would establish a %1 billion program
of financlal assistance to areas affected by new Federal
energy resource development over the next 15 years. It
would provide loans, loan guarantees and planning grants
for energy-related public facilities. Funds would be
repaild from future energy development. Repayment of loans
could be forgiven if development did not occur as expected.

This legislation is the only approach which assures
that communities that need assistance will get it where
it is needed, when it 1s needed.

Znergy Conservation

The Hation has made major progress in reducing energy
consumption in the last two years but greatly increased
savings can yet be realized in all sectors.

I have directed that the Executive Branch continue a
strong energy management program. This program has already
reduced energy consumption by 24 percent in the past two
years. saving the equivalent of over 250,000 barrels of
oil per day.

We are moving to 1lmplement the conservation authorities
of the new Energy Policy and Conservation Act., including
those calling for State energy conservation programs, and
labeling of appliances to provide consumers with energy
efflciency information.

I have asked for a 63 percent increase in funding for
energy conservation research and development in my 1277
budget.

nore
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If the Congress will provide needed legislatlon, we will
make more progress. I urge the Congress to pass legilslation
to provide for thermal efficiency standards for new buildings,
to enact my proposed $55 million weatherizatlon assistance
program for low-income and elderly persons, and to provide
a 15 percent tax credit for energy conservation improvements
in exlsting residential buildings. Together, these conser-

vagion proposals can save 450,000 barrels of oll per day by
1985.

International Energy Activities

We have also made significant progress in establishing
an international energy policy. The U.S. and other major
0il consuming nations have established a comprehensive
long--term energy program through the International Energy
Agency (IEA), committing ourselves to continuing cooperation
to reduce dependence on imported oil. By reducing demand
for imperted oil, consuming nations can, over time, regain
their influence over oil prices and end vulnerability to
abrupt supply cut-offs and unilateral price increases.

The International Energy Agency has established a
framework for cooperative efforts to accelerate the develop-
ment of alternative energy sources. The Department of
State, in cooperation with FEA, ERDA, and other Federal
agencies, will continue to work closely with the IEA.

While domestic energy independence is an essential
and attainable goal, we must recognize that this 1s an
interdependent world. There is a link between economic
growth and the avallability of energy at reasonable prices.
The U.S. will need some energy imports in the years ahead.
Many of the other consuming nations will not be energy
independent. Therefore, we must continue to search for
solutions to the problems of both the world's energy
producers and consumers.

The U.S. delegation to the new Energy Commission will
pursue these solutions, including the U.S. proposal to
create an International Energy Institute. This Institute
will mobilize the technical and financial resources of
the industrialized and oil producing countries to assist
developing countries in meeting their energy problems.

1985 and Beyond

As our easily recoverable domestic fuel reserves are
depleted, the need for advancing the technologies of nuclear
energy. synthetic fuels, solar energy., and geothermal energy
will become paramount to sustaining our energy achilevements
beyond 1985. I have therefore proposed an increase in the
Federal budget for energy research and development from
2.2 billion in 1976 to $2.9 billion in the proposed 1977
budget. This 30 percent increase represents a major
expansion of activities directed at accelerating programs
for achieving long-term energy independence.

These funds are slated for increased work on nuclear
fusion and fisslon power development, particularly for
demonstrating the commercial viability of breeder reactors:
new technology development for coal mining and coal use;
enhanced recovery of oll from current reserves; advanced
power conversion systems: solar and geothermal energy
development, and conservation research and development.

more
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It is only through greater research and development
efforts today that we will be in a position beyond 1935
to supply a significant share of the free world's energy
needs and technology.

Summary

I envision an energy future for the United States free
of the threat of embargoes and arbitrary price increases
by foreign governments. I see a world in which all nations
strengthen their cooperative efforts to solve critical energy
problems. I envision a major expansion in the production
and use of coal, aggressive exploration for domestic oil
and gas, a strong commitment to nuclear vower, significant
technological breakthroughs in harnessing the unlimited
potential of solar energy and fusion power. and a strengthened
conservation ethic in our use of energy.

I am coanvinced that the United States has the ability to
achieve energy lndependence.

urge the Congress to provide the needed legislative

 {
rity without further delay.

ho

—
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GERALD R. FORD

THE WHITE HOUSE,

February 26, 1976.



TO THE SENATE OF THE UNITED STATES:

I am returning to the Congress today without my approval
S. 391, the Federal Coal Leasing Amendments Act of 1975.

This bill addresses two essential issues: the form of
Federal assistance for communities affected by development
of Federally-owned minerals, and the way that Federal pro-
cedures for the leasing of coal should be modernized.

On the first of these issues, I am in total agreement
with the Congress that the Federal Government should provide
assistance, and I concur in the form of assistance adopted
by the Congress in S. 391. Specifically, I pledge my
support for increasing the State share of Federal leasing
revenues from 37-1/2 percent to 50 percent.

Last January I proposed to the Congress the Federal
Energy Impact Assistance Act to meet the same assistance
problem, but in a different way. My proposal called for a
program of grants, loans and loan guarantees for communities
in both coastal and inland States affected by development
of Federal energy resources such as gas, oil and coal.

The Congress has agreed with me that impact assistance
in the form I proposed should be provided for coastal States,
and I hope to be able to sign appropriate legislation in
the near future.

However, in the case of States affected by S. 391 -- most
of which are inland, the Congress by overwhelming majority
has voted to expand the more traditional sharing of Federal
leasing revenues, raising the State share of those revenues

by one third. If S. 391 were limited to that provision, I

would sign it.
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Unfortunately, however, S. 391 is also littered with
many other provisions which would insert so many rigidities,
complications, and burdensome regulations into Federal
leasing procedures that it would inhibit coal production
on Federal lands, probably raise prices for consumers, and
ultimately delay our achievement of energy independence.

I object in particular to the way that S. 391 restricts
the flexibility of the Secretary of the Interior in setting
the terms of individual leases so that a variety of
conditions =-- physical, environmental and economic -- can
be taken into account. S. 391 would require a minimum
royalty of 12-1/2 percent, more than is necessary in all
cases. S. 391 would also defer bonus payments -- payments
by the lessee to the Government usually made at the front
end of the lease -- on 50 percent of the acreage, an
unnecessarily stringent provision. This bill would also
require production within 10 years, with no additional
flexibility. Furthermore it would require approval of
operating and reclamation plans within three years of
lease issuance. While such terms may be appropriate in
many lease transactions -- or perhaps most of them -- such
rigid requirements will nevertheless serve to setback efforts
to accelerate coal production.

Other provisions of S. 391 will unduly delay the
development of our coal reserves by setting up new adminis-
trative roadblocks. In particular, S. 391 requires detailed
anti-trust review of all leases, no matter how small; it
requires four sets of public hearings where one or two would
suffice; and it authorizes States to delay the process where

National forests -- a Federal responsibility -- are concerned.
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Still other pfovisions of the bill are simply unnecessary.
For instance, one provision requires comprehensive Federal i
exploration of coal resources. This provision is not needed
because the Secretary of the Interior already has —-- and is
prepéred to exercise -- the authority to require prospective
bidders to furnish the Department with all of their explora-
tion data so that the Secretary, in dealing with them, will
do so knowing as much about the coal resources covered as
the prospective lessees.

For all of these reasons, I believe that S. 391 would
have an adverse impact on our domestic coal production. On
the other hand, I agree with the sponsors of this legislation
that there are sound reasons for providing in Federal law --
'indthsim§1y in;Féd§;é¥ffégp;ati9n$5;:f§,ﬁéw”Fédéié; ¢da; pbliéyi;-xéﬁff
that will assure a faif.and effective mechanisﬁ for future
ieésing. . | | | = / | 2

Accordingly, I ask the Congress to work with me in
developing legislation that would meet the objections I £
have outlined and would also increase the State share of

Federal leasing revenues.

GERALD R. FORD

THE WHITE HQUSE,

July 3876,

Hitdit#




FOR IMMEDIATE RELEASE September 17, 1976

Office of the White House Press Secretary

THE WHITE HOUSE

TEXT OF A LETTER FROM THE PRESIDENT TO THE
SECRETARY OF THE INTERIOR, ADMINISTRATOR,
FEDERAL ENERGY ADMINISTRATION AND THE
SECRETARY OF THE NAVY

September 16, 1976

On April 5, 1976, I signed into law the Naval Petroleum
Reserves Production Act of 1976 (Public Law 94-258).

Section 105(b) of that Act requires that I direct appro-
priate Executive departments and agencles to conduct a
study, in consultation with representatives of the State
of Alaska, to determine the best overall procedures to
be used in the development, production, transportatlon,
and distribution of petroleum resources in the Naval
Petroleum Reserve Numbered 4 in Alaska. It also requilres
that I make semiannual progress reports on this study to
the Committees on Interior and Insular Affairs of the
Senate and the House of Representatives, and provides
that the completed study, together with recommended
procedures and proposed leglislation, be submitted to
those committees not later than January 1, 1980.

The Department of the Interior, with the active assistance
of the Department of the Navy and the Federal Energy
Administration, shall conduct the study required by
Section 105(b) of that Act and, on a timely basis, shall
prepare the required reports, recommend procedures, and
prepare proposed legislation for my consideration and
subsequent transmission to the designated committees of
the Congress.

I urge you to complete the study and to develop recom-=
mendations and prepare proposed legislation for my review
at the earliest practicable date, consistent with the
intent of Congress and with my objectlve of securing the
wise use of these resources for the national welfare.

Sincerely,

GERALD R. FORD
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WASHINGTON, D.C. 20461

OFFICE OF THE ADMINISTRATOR

October 19, 1976

MEMORANDUM FOR JIM CANNON

FROM: FRANK ZARB °

As per our discussion. *



FEDERAL ENERGY ADMINISTRATION

WASHINGTON, D.C. 20461

OFFICE OF THE ADMINISTRATOR

October 19, 1976

MEMORANDUM FOR THE PRESIDENT

FROM: FRANK G. ZARB }’

At our meeting on Monday you asked me to put in brief form an
answer to the question which describes your energy program.
I have done so in the attached. =

Attachment



Q.

A,

Mr. President, what specifically are the objectives of your
energy program?

The program I proposed ig designed to insure that this Nation
is importing no more than 4 to 6 million barrels a day from
foreign nations by 1985. All of the legislation I have
submitted is designed to achieve the following:

1) Reduce energy consumption rate of growth from 3-1/2
to 2-1/2 percent per year -- that means conservation.

2) Double American coal production.

3) Increase American oil and natural gas production to
higher levels we think are achieveable.

4) Increase nuclear power from ¢ percent of electric
generation to 26 percent of electric generation.

If we do all of these things and complete the stockpile program
which I proposed and the Congress has passed, we will be in an
embargo-proof economy by 1985. The effect will be sufficient
supplies of energy at lower prices for the American people.

The Congress has so far passed one half of the legislation
which I sent them to achieve these results, and if they finish
the job when they come back next January, we will reach our
energy objectives.

Make no mistake about this -- the United States has the technical
capabilities, natural resources and financial capabilities, to
reduce our imports to provide lower energy prices to the American
people.



FOR IMMEDIATERELEASE January 7, 1977

Office of the White House Press Secretary
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THE WHITE HOUSE

TO THE CONGRESS OF THE UNITED STATES:

Three years have now passed since the Arab oil embargo
demonstrated that the Nation had become overly dependent on
other countries for our energy supplies. We have made
progress in dealing with our energy problems but much more
must be done if we are to achieve our objective of assuring
an adequate and secure supply of energy at reasonable
prices.

Action by the Congress is vitally important in the
coming year on a number of matters affecting energy supply
and demand. The outcome of that action will affect the
Nation's security, economic strength and role in world
affairs. Decisions made during this critical period will
affect the health, welfare, quality of life and freedom
of choice of our people for years to come.

A new Congress and change in Administration provide
an appropriate occasion to review our energy situation, to
summarize and share the knowledge that has been gained from
analysis and debate over the past two years, and to outline
the remaining need for action.

I am pleased that we have made a good start towards a
comprehensive national energy policy; that we have taken
major steps forward on programs to conserve energy, increase
domestic energy production, develop strategic petroleum
reserves, and develop new technology; and that our imports
are less today than they would have been had we not begun
taking the steps I outlined in my State of the Union address
two years ago.

But our imports are higher today than they were three
years ago, and we have not yet as a Nation faced up to many
of the hard decisions and choices that are necessary before
we can achieve our energy objectives.

The lack of better progress is regrettable but I believe
the reasons for it are quite clear:

- First, the real nature of the Nation's energy problem
and the implications of leaving it unresolved are not
fully understood or appreciated by many people.

i Second, many of those who recognize the problem and
the implications of not solving it have looked for
easy solutions. This has led often to proposals
which:

- promise far more than can be delivered; or

- expand siénificantl§ the role of the Federal
Government.

We are now beginning to recognize more clearly the
dangers of a greatly expanded Federal role in energy. We

more
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also now realize that other "easy" answers are turning out
to be impractical, ineffective, or oversold.

FUNDAMENTAL ISSUES AND CHOICES

The decisions wnich must be made are difficult and the
inplications of the choices are far reaching. Thus, the
Congress and the public shouléd have the best possible under-
standing of the fundamental issues and choices that are
irvolved in my proposals and in the proposals that will be
forthcoming from the new Administration and Congress. There
are five matters that deserve special attention:

- The high cost to the Nation of delay in solving our
energy proolem.

The illusions and false nopes that are involved in
some Of the "easy" answers that have been proposed.

The dangers of expanding the Federal role in energy.

Te need to recognize the interdependence of the U.S.
ard other consumer nations in energy matters.

The necessity of facing up to the hard choices that
mist be made in order to achieve a balance among our

Hation's security, energy, economic, consumer price,
and environmental objectives.

HIGil COST CF DELAY IN SOLVING OUR ENERGY PROBLEM

A betier understanding of our energy problem and the
high cost of delay in solving it should help restore the
sense of urcency that was lost when the embargo ended, the
gasoline lines cisappeared, and an adeguate supply of most
forms of energy became available -- though at higher prices.

cur Energy Problem

The principal energy problem now facing the United State
is our excessive and growing dependence on imported oil :
from a relatively few foreign nations that own the majority
of world oil reserves and nave the ability to control world
oil prices and prcduction. We are also faced with a problem
of shortages of na:ural gas in some areas. This problen
will pecome more serious this winter if unusually cold
weather continues and will grow each year as production and

interstate sales decline -- resulting in job losses and
economic dislocation.

Our situation is the result of several factors. For
example, our economy and style of life -- neither of which
can be altered quickly ~- have been huilt upon cheap and
abundant energy. Low prices, resulting from government
regulations and policies, and heightened environmental con-
cerns encouraged excessive reliance on oil and natural gas,
rather than coal which we have in plentiful supply. This
led to wasteful and inefficient uses of oil and gas.

Our domestic production of oil and natural gas peaked
in the early 19270's and has been declining steadily as cheap,
easily developed reserves have dwindled. 1In the early 19380°'.,
©0il and natural gas from Alaska and the Outer Continental
Snelf ~-- our last frontiers -- will help offset the decline

(MORE)
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in production from on-shore areas. But, overall, domestic
0il and gas production will again decline precipitously
unless higher prices are available to cover the costs of
developing resources which are not now economically feasible
to produce.

Meanwhile, our energy demands are increasing to meet
the needs of a growing economy. We are not expanding the
use of coal and nuclear energy fast enocugh as substitutes
for oil and gas, where this is possible, or to meet growing
energy requirements. Instead we have turned to imports, agd
imports will continue to grow as we face declining production
and depletion of oil and gas reserves.

The Costs of Dependence

The real price paid for our growing dependence on imported
0il is our vulnerability to significant economic and social
disruption from the interruption of oil imports. Apart from
the inconvenience experienced by millions of people, the
1973-74 embargo and the resulting higher prices caused a
loss of about 500,000 jobs and approximately $20 billion in
our Gross National Product. The sudden four-fold increase
in OPEC oil prices contributed significantly to inflation.
Since 1974 our dependence on imports, particularly from
Arab natidns, has grown by a million barrels per day, so
that an interruption of supply today would be even more
disruptive of our economy than the 1973-74 embargo.

Another cost of energy dependence is the outflow of
U.5. dollars to pay for imported oil, totalling about $34
billion in 1976 or $160 for each American, eleven times
that in 1972.

Still another cost is the limitation on our freedom
of action in international affairs due to our vulnerability
to the threat of another interruption.

Realistic Energy Goals

In my first State of the Union ldessage two years ago,
I outlined a comprehensive energy program for the Nation
with goals of:

-- Halting our growing dependence on imported oil.

~— Attaining energy independence by 1985 by achieving
invulnerability to disruptions caused by o0il embargoes,
by reducing oil imports to between 3 and 5 million
barrels per day with an accompanying ability to offset
any supply interruption with stored petroleum reserves
and emergency standby measures.

--  Mobilizing our technol

g

S Fu= ey N1 o g
00 1 1ng C ,T{iéaijcapability and resources
to supply a significant share of the free world‘'s
energy needs beyond 1385.

Thnese goals do not mean that we should seek to eliminate
all energy imports, because generally it will be in the
Nation's best interest to continue importing energy when it
can be obtained at lower cost -- as long as we have the

ability to withstand interruptions of supply from insecure
sources.

more
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The goals do mean that we should reduce and then eliminate
our vulnerability. In the longer term, we should better use
our resources and technological capability to regain our
ability to assure the reasonableness of energy prices.

Whether the date I set for achieving energy independence
and the level of imports I proposed are realistic has been
the subject of considerable debate. I believe the goals
could be attained if the Congress approved the critical
legislation I proposed, but that is not the major point.
The essential point now is that we recognize that our exces-
sive dependence and vulnerability are costly and that it is

in the Nation's best interest to solve the problem as soon
as possible.

AVOIDING ILLUSIONS

A number of well-intentioned proposals have been advanced
for dealing with our energy problems which, when evaluated,
are found to have far less potential or merit than is glalmed
by their proponents. Four such proposals warrant special ‘
attention: advanced energy technologies, energy conservation
in lieu of increased production, abandoning nuclear fission
energy or coal, and oil company divestiture. All four are
likely to receive Congressional consideration this year.

Contribution of Advanced Technologies

There are repeated claims that fusion, solar or geothermal
énergy, or some other advanced technology, will soon provide
a& virtually risk-free answer to our energy needs. Such
claims warrant and have been given very careful consideration

because new technological developments have helped us solve
many problems in the past.

There are three common myths about fusion, solar and
geothermal energy:

That major contributions to our energy supplies can be
expected soon from these sources.

That there are no serious economic, safety, technological
or environmental problems to be overcome before these
technologies are available for widespread use.

That the remaining problems can be quickly resolved by
greatly increasing Federal funding for R&D.

The facts are that major economic, safety and environ-
mental problems must be solved and major technological
breakthroughs are needed before these emerging technologies
will be available for widespread commercial use.

Practical and economic applications are already available
in the case of energy from geothermal steam. However, geo-
thermal steam resources are geographically limited, and major
technical, environmental and economic hurdles must be overcome
before other sources of geothermal energy will be available
for practical application.

Heating with solar energy is expected to become economically
competitive soon in some areas with electrical heating by
electricity -- but not by oil and gas. Costs will have to
be reduced substantially before solar heating and cooling
systems will be competitive for widespread use. Major break-
throughs are needed before fusion and solar energy will
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produce economical electric power. Costs must be reduced
and problems of safety and environmental impact must be
solved.

Advanced technologies cannot contribute signifigantly
to our energy supply in the near or mid-term. Even with
intensive efforts to achieve necessary breakthroughs, solar,
geothermal and fusion energy are expected to provide no more
than one percent of our total energy supplies by 1985 and no
more than five-seven percent by the year 2000. Until these
advanced technologies are available and are acceptable from
the standpoint of cost, safety and environmental impact, we
must rely on resources and technologies which are available.

Federal funding for the development of advanced tech-
nologies has been increased substantially over the past two
years in my budgets ~- to the point where Congressiona} add~-
ons above my requests generally cannot be used productlvely:
When major breakthroughs are required, the necessary ingredients
are ideas and time. Large funding increases are likely to be
wasteful and often merely contribute to overly optimistic
expectations.

Energy Conservation in Lieu of Production

There are some who believe that our energy needs for a
growing population and expanding economy and workforce can be
satisfied by eliminating wasteful and inefficient uses of
energy. They point out correctly that the ready availability
of cheap energy in the past tended to encourage uses of energy
which now are wasteful.

There is no question but that energy conservation can
and must contribute to the solution of our energy problems.
In many cases it will be cheaper, more efficient, and involve
less environmental impact, to reduce energy waste than it
will be to produce a comparable amount of new energy. We
have begun major efforts in energy conservation, and progress
is being made in reducing growth in energy consumption. How-
ever, it takes time to achieve results from energy conservation
because energy-intensive plants and equipment and consumer
products (such as automobiles and appliances) will only be
replaced gradually as they wear out.

Growth in our energy demands simply cannot be eliminated
without severe economic impact. We must have both energy
conservation and sharply increased energy production if we
are to meet the needs for energy in a growing economy. To
rely solely on energy conservation would soon mean a lower
standard of living for all, and insufficient energy to keep
people employed in productive and meaningful work.

Abandoning Coal Energy or Nuclear Fission -

Some believe that we should not continue or expand the
use of coal and others have the same view about nuclear
energy. But a careful look indicates that we do not have
a choice between increasing the use of coal or nuclear
energy. Instead, we must increase the use of both coal and
nuclear energy until more acceptable alternate energy sources
are available. Even with strong efforts to conserve energy,
and increased efforts to produce domestic oil and natural
gas, we must increase the use of both coal and nuclear energy
if we are to meet the demands for energy for a growing economy .

The only alternative is to increase our growing dependence on
imported oil.

more
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One example will illustrate the point: Nuclear energy
now provides about nine percent of our electrical requirements.
If this nuclear energy were not available and we substituted
imported o0il, our imports would increase by about one million
barrels of 011 per day. If we were to substitute coal for
existing nuclear energy, additional annual production of 100
millicn tons would Be required.

Divestiture

Some suggest that our energy problem would be relieved
by divestiture of the major oil companies =-- either by barring
investments in other energy sources (horizontal divestiture)
or by barring integrated operations whereby one company en-
gages in production, refining, and marketing activities
(vertical divestiture). They claim that divestiture would
increase competition and thereby reduce petroleum prices and
lead to a more intensive pursuit of alternative domestic
energy resources and alternative energy technologies.

Experience has demonstrated important advantages from
vertical integration in commercial and industrial activities
in terms of efficiency of operation. Vertical divestiture
may merely mean that petroleum products pass through the hands
0of more middle men -- resulting in higher consumer costs.
Horizontal integration has helped make private capital and
managerial talent available to develop other alternative
energy resources which will be used to supplement our
declining oil and natural gas resources.

Proponents of divestiture have yet to present concrete
evidence that divestiture would either increase domestic
energy production or provide cheaper and more secure energy
supplies. Such evidence should be required and weighed

carefully along with the evidence against divestiture before
the Congress acts.

DANGERS OF EXPANDING THE FEDERAL ROLE IN ENERGY

Much of the dispute over energy legislation has resulted

from differing views as to the appropriate role of the Federal
Government.

The primary responsibility for providing the Nation's
energy needs has been and should continue to rest with the
private sector. The amount and forms of energy that are
produced and used depend upon literally millions of decisions
reached daily by individuals and organizations throughout
the country. Since energy is such a pervasive component of
Oour economy and our daily lives, special care must be taken
to assure that Federal actions affecting energy =-- including
changes in the Federal role -- will help solve the problem
rather than make it worse or cause new problems.

The Congress should give particular attention to the
growing concern throughout the country about the size and
cost of Government, the extent of Government intrusion in
individuals' actlvitles, and the burden of regulations which
restrict freedom of choice. Unfortunately, the people who
develop Government rules and regulations often do not under-
stand adequately the conditions they are regulating nor

appreciate fully the impact of their decisions on the millions
of people who are affected.

more
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The queétion of the proper role of the Federal Government
in energy has become important in the case of:

- Controls over decisions that would normally be made
in the marketplace.

e Mandatory conservation measures.
- Resource exploration and energy production.
S Energy research, development and demonstration.

Government Controls or Marketplace Decisions

Many legislative proposals will involve the gquestion of
whether there should be greater reliance on decisions made
in the marketplace or upon regulations, standards and controls
developed by the Federal Government.

Recent experience has again demonstrated that Federal
price and allocation controls on energy ultimately work
against the best interests of consumers because they reduce
incentives to produce new supplies, they reduce competition
and they reduce freedom of choice. For example, Federal .
price controls on natural gas have been a major factor leading
to declining production and to wasteful and inefficient use
of this resource. Also, controls on crude oil have contributed
to a decline in production.

Federal price and allocation controls inevitably mean
that the Government must employ people to develop, issue and
revise regulations; to sit in judgment on requests for excep-
tions when the regulations do not fit real world circumstances;
and to enforce the regulations. Federal controls mean that
millions of decisions by producers, distributors, wholesalers,
retailers and consumers must conform with Government-developed
regulations -- even when the people directly involved know
that another course of action makes more sense and would still
be in the national interest.

The principal alternative to Federal regulation and
controls is to allow prices and allocation of energy supplies
to be determined in the marketplace -~ with decisions made by
individuals most directly affected. In some cases, avoiding
or eliminating price controls can mean somewhat higher consumer
prices in the short run. But the higher prices help stimulate
new production and cut down on wastefulness. Market decisions
are also made faster and more efficiently, and often result in
cheaper prices than if the government made the decision. For
example, the higher prices that will result from removing
price controls from new natural gas would be less costly for
consumers than the expense of switching to higher priced
alternative fuels.

Mandatory Conservation Measures

Most of the problems resulting from Federal price controls
also result from Federal attempts to dictate specific actions
by individuals to conserve energy. The prospect of higher
energy prices already is stimulating major efforts by indi-
viduals and organizations throughout the country to use
existing products and develop new means to reduce wasteful
and inefficient uses of energy. Such voluntary action by
consumers is far preferable to mandatory measures selected
and enforced by a larger and more obtrusive Government.

more
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Resource Exploration and Energy Production

The Congress will again be faced with the qugstion of
whether the Federal Government should be directly involved

in energy resources exploration, development, production and
refining activities.

Some argue that such activities can be performed better
by the Federal Government, that it is necessary to have a
Government "standard" to evaluate private industry perfor-
mance and prices, or that subsidized Government performance
is necessary to hold down consumer prices. Others argue that
the Government should itself explore Federal lands to better

ascertain the value of lands that it leases for the production
of energy resources.

In fact, the Federal Government can seldom perform these
functions faster, more efficiently or at lower cost than
private industry. There is no convincing evidence that the
competitive leasing system now used does not provide a fair
return and adequately protect the public interest.

Despite this, proposals undoubtedly will continue to
surface which would expand the size and role of the Federal
Government to include exploration, production and related
activities. Accordingly, the best course of action will be
to insist upon hard facts to support the proposal and close

scrutiny of each measure to see whether the advantages out-
weigh the disadvantages.

Energy Research, Developmént and Demonstration

Still other questions before the Congress invglve the
Federal role and funding for developing, demonstrating and

promoting the use of new technologies for energy production
and conservation.

I believe that Federal funding is necessary and appropriate
for the development of new energy technologies which show
promise of providing a significant and economical way of
producing or conserving energy -- but only when such tech-
nologies would not be developed by the private sector.
During the past two years, I have requested major increases
in funding for energy R&D to carry out this policy.

However, continued vigilance is needed to prevent the
use of Federal funds to duplicate or displace funds which
industry would otherwise spend, and to insure that the Federal

Government does not fund efforts which industry has rejected
for lack of ‘mérit. !

In addition, new energy technologies must find acceptance
and application in the private sector -- unlike the situation
in military and space exploration programs where the Federal
Government is the only customer. This presents a special
challenge because those responsible for managing Federal funds
for energy R&D often are not in a good position to determine

which technologies are likely to meet success in the private
sector.

The Federal Government is not well equipped to carry out
commercialization, marketing, promotional and technical
assistance for particular energy technologies, products and
services. Such activities should be left to private industry.

more
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At present, the Federal activities that would contribute
most to the resolution of our energy problem are:

oo Adopting changes in laws, policies and programs that
will lead to a framework within which individuals
and organizations outside the Federal Government can
make efficient, effective and equitable decisions
about energy. Laws and policies which discourage
energy production or energy conservation should be
modified.

- Providing carefully targeted support for energy R&D.

-- Providing incentives and assistance where necessary --
such as tax relief -- in order to encourage energy
conservation and aid low-income people in adjusting
to higher energy prices which are necessary to generate
new, adequate supplies.

INTERDEPENDENCE OF THE U.S. AND OTHER CONSUMER NATIONS

The 1973-74 embargo, and the impact of sharply increased
prices for OPEC oil, demonstrated clearly that the interests
of the United States are tied closely to those of other
nations which are net importers of energy. Events in the ;
last three years have demonstrated further that the economies
of all nations are interrelated and that no nation can be
truly economically independent in the world today. Many of
our allies, and particularly the developing countries, do
not have major undeveloped energy resources and therefore
are even more dependent upon imported energy than is the
United States.

Much progress has been made in strengthening energy
cooperation among the industrialized nations through the
International Energy Agency. Together we have coordinated
efforts to reduce our collective vulnerability by estab-
lishing a long-term program for conservation and development
of new energy sources, and an energy-sharing program to
safeguard against supply interruptions. It is in the best
interests of the United States to continue to work with and
assist other energy-consuming countries in meeting their
energy needs -- by reinforcing their conservation efforts,
accelerating development of conventional and new energy
sources, and encouraging the application of practical new
energy technologies.

Such efforts will help to achieve our objective over the
long term of a better equilibrium between energy supply and
demand in the world, so that no one group of nations will be
able to impose its will on others. Unless we are willing to
cooperate with others, and provide adequate assistance in
this area, continued dependence by many nations on a few
countries for energy supplies will remain a major source of
world political instability, uncertainty, and economic hardship.

At the same time, of course, we must continue our efforts
to strengthen relations between oil-importing and exporting

nations, recognizing that cooperation is important to the
future well-being of both.

more
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ACHIEVING BALANCE AMONG CONFLICTING OBJECTIVES

In recent years, we have been faced more and more with
the dilemma that ‘actions taken to achieve one impor?ant.
objective conflict with efforts to achieve other objectives.
For example, we learned that tough standards and deadlines
applied in the early 1970's to reduce pollution from au?o—
mobiles and improve air gquality resulted in lower ggsollne
mileage and higher gasoline consumption, poorer vehicle .
performance and higher consumer costs.

Conflicting objectives are becoming more and more .
apparent as we recognize that the easy solutions are illusions
and that there are major dangers in expanding the Federal
role. The Nation must, therefore, face up to the task of

achieving a balance among conflicting objectives involving
energy. -

Low Consumer Prices vs. Adequate and Secure Energy Supplies

The reality that must be faced which appears to cause
the most difficulty for elected officials is 'the inevitability
of higher energy prices. Energy prices, particularly for
consumers, will increase in the future principally because
prices in the past have been held artificially low through
Government controls, because cheaper domestic energy resources
are being depleted, because past energy prices have not re-
flected the costs of environmental protection, and because
foreign nations are charging more for the energy that they
export. There simply are no cheap energy alternatives.
Higher prices will continue to be a major factor in obtaining
adequate and secure energy supplies. '

This difficulty is compounded for elected officials _
because it takes a long time in energy matters for our actions
to show results -- a condition that is not readily accepted
in a Nation that prefers guick results. The prospect of
higher prices will provide the incentive for increased energy
production but it then takes up to five years, for example,
to bring a new off-shore oil well into production and up to

ten years to bring a new nuclear electric generating plant
on line.

Environment vs. Energy

An equally difficult problem is that of finding the best
possible balance between our energy and environmental objec-
tives. Our environmental objectives are also important in
protecting health and welfare, improving our quality of life,
and preserving natural resources for future generations. On
the other hand, an adequate energy supply is essential to our
objectives for a strong economy, national defense and role in
world affairs, and in achieving a better life for all.

The conflict between energy and environmental objectives
will require attention when the Congress considers amendments
to the Clean Air Act, changes in laws governing the development
of Federally-owned energy resources, improvements in the
processes for siting and approving energy facilities, and

controls on domestic energy production activities such as the
surface mining of coal.

More specifically, air quality reguirements forced shifts
away from the use of domestic coal to the use of oil and

natural gas which are now in short supply. Some air quality

more
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requirements -- particularly emission standards set by states --
are far tighter than necessary to meet standards which have
been set to protect human health.

Efforts are now underway to reverse this trend but ;t is
clear that increased production and utilization of domestic
coal in the short term requires either billion dollar investments
in controversial control equipment or some relaxat;on of
existing air quality requirements. Most such requirements
were set before we were aware of our energy problems, and
often without sufficient regard to energy or consumer
price impact. They often prevent substitution of coal
resources for oil and gas and prevent construction of new
coal producing and burning facilities.

As another example, concerns about environmental pro-
tection and reclamation requirements for surface mining
activities led to legislation -~ twice vetoed -- which wogld
have imposed unnecessarily rigid requirements, cut domestic
coal production and employment and led to even greater reliance
on imported oil. Under these bills, Federal regulations and
enforcement activities -- which would contribute to a larger
more cumbersome Federal Government -- would have supplanted
State laws and enforcement activities which are now in place
and which require reclamation as a condition of mining.

Limiting Growth

The concept of limiting growth and development is an - .
important ingredient in some efforts to halt increased domestic
energy production or to develop and use newer energy techqolo-
gies. Limits on growth and development may be necessary in
particular areas, but I oppose strongly the concept of limltlng
growth as an objective in itself. For the Nation, I continue
to believe that our best hope for increasing the standard of
living and quality of life for all our people is to expand and
strengthen our economy and, in this way, create meaningful
and productive jobs for all who are willing and able to work.
The energy policies and goals that I have advocated do not
require limiting our economic growth below historic rates.

Eliminating Risk

In some cases, attempts to increase domestic energy
production -- particularly from nuclear energy and coal and
0il and gas resources from Outer Continental Shelf -- are
met with demands that virtually all safety and environmental
risks be eliminated.

There should be no disagreement that major efforts are
necessary to protect human health and the environment. For
example, strong efforts have already been made in the case
of nuclear energy and an excellent record of safety and
minimum environmental impact has been achieved. However, it
must be recognized that there is no practical way of com-
pletely eliminating all risks. Further, each additional
precaution adds cost in terms of reduced supplies or higher
prices. Risk levels that have already been achieved in
many energy producing activities are often far lower than
those readily accepted in other human activities.

Because different Committees of Congress have responsi-
bility for competing objectives, it is especially difficult
to achieve a satisfactory balance among our national objectives
in new legislation. This will be a continuing problem in the
new Congress and I can only urge that each measure affecting

more
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energy supply and demand, which also involves other objectives,

be evaluated carefully to assure that the resulting costs,
risks and benefits are truly in the national interest.

THE NEED FOR SUBSTANTIVE LEGISLATION AFFECTING ENERGY

We have made significant progress over the past two years
toward establishing the framework of law and policies that

are needed to permit decisions and actions that will help
solve our energy problem.

Nine of the proposals that I submitted have been enacted
into law. However, there remains a long list of requirements
for early Congressional action.

Highest Priority

Because of ‘the large number of legislative proposals that
need action, I want to make clear that I believe highest
priority should be given to measures which:

— Remove Federal price regulation from new natural gas
supplies. This action is crucial to increasing domestic
production and reducing wasteful and inefficient uses.

Revise domestic crude oil price controls to allow
greater flexibility in establishing a pricing formula
that will encourage increased domestic production and
assist in phasing out controls. This action is needed
to overcome problems in the current law and to reduce
market distortions that have resulted.

Make clear our determination to expand capacity in the
United States, principally through the efforts of pri-
vate industry, to enrich uranium needed to provide fuel
for nuclear power plants. This action is necessary to
permit increased use of nuclear power in the U.S. and
to assure other nations that we will be a reliable
supplier of uranium enrichment services -- a step that
is critical to our nuclear non-proliferation objectives.

- Amend the Clean Air Act to:

Change the statutory requirements for meeting auto
emission standards so that there can be a better
balance among our environmental quality, energy,
economic and consumer price objectives.

Provide flexibility in meeting national air quality
standards applicable to power plants and major
industrial facilities so that the use of coal can
be continued and expanded, and so that new energy-
preducing facilities can be constructed in selected
areas that have not yet attained national air
guality standards.

Remove the requirement imposed by the courts for
preventing significant deterioration of air quality
in areas already meeting air quality standards --
until information is available on the impact of
such actions and informed decisions can be made.

Other Important Proposals

In addition to the above select list, favorable action

is needed from the Congress on legislation in all the
following areas:
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Natural Gas

Temporary emergency legislation to allow pipelines
and high priority users to obtain intrastate gas at
unregulated prices for limited periods =-- to help
cope with shortages and curtailments.

0il

Authorization for the President to impose fees and
taxes as standby emergency measures to reduce energy
consumption in the event of another embargo -- to
avoid the inefficiencies and burdens of mandatory
conservation measures in such emergencies.

An 0il Spill Liability Act -- to establish a .
comprehensive system of liability and compensation
for oil spill damage and removal costs.

Authorization for private competitive exploration
and development of the National Petroleum Reserve
in Alaska.

Coal

Extension of the authority to require utilities and
other major fuel-burning installations to convert
from o0il and gas to coal.

Changes in provisions of the Coal Leasing Amenqments
Act of 1976 which unnecessarily delay or restrict
leasing and development of coal on Federal lands.

Authority for the use of eminent domain in the
construction of coal slurry pipelines and authority
for the Secretary of the Interior to issue.certifi-
cates of public convenience and necessary to expedite
slurry pipeline construction.

Nuclear Energy

Authority for the Energy Research and Development
Administration to enter into cooperative agreements
with firms wishing to finance, build, own and operate
uranium enrichment plants -~ to assure the availability
of required capacity and avoid the need for billions

of dollars in Federal outlays when the private sector
can provide the financing.

Authority to increase the price for uranium enrichment
services performed in Government-owned plants -- to
assure a fair return to the taxpayers for their
investment, to price services more nearly comparable
to their private sector value, and to end the unjusti-
fied subsidy by taxpayers to both foreign and domestic
customers. ~

riteria for the control of nuclear exports which

is necessary to round out the comprehensive non-
proliferation, export control, reprocessing evaluation
and waste management program I outlined in my October 28,
1976, statement on nuclear policy.

Reform the nuclear facilities licensing process by
providing for early site review and approval and

encouraging standardization of nuclear facility
design.
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Building Energy Facilities

- 'Establishment of an Energy Independence Autbority
(EIA) , a new government corporation, to asglgt.
private sector financing of new energy facilities.

- Legislation to encourage states to develop compre-
hensive and coordinated processes to exped}tg
review and approval of energy facilities siting.
applications, and to assure the availability of
sites.

Energy Conservation

- Tax credit for homeowners to provide up to $150
for purchasing and installing insulation 1in
existing residences.

- Reform of rate setting practices applicable to
public utilities -- to expedite consideration
of proposed rate changes and assure that ra;es'
reflect full costs of generating and transmitting
power.

1978 BUDGET REQUESTS

My 1978 Budget which will soon be forwarded to the

Congress will include major new fundling to:

Continue and expand our extensive program of energy
research and development in cooperation with private
industry which is directed toward new technologies
for conserving energy and for producing energy from
fossil, nuclear, solar and geothermal sources.

Implement the Early Storage Program as part of the
Strategic Petroleum reserves which will provide up
to 500 million barrels of oil for use in emergency
situations such as an embargo.

Implement my comprehensive nuclear policy statement
issued on October 28, 1976.

Continue ERDA's development program on the liquid.

metal fast breeder reactor -- to resolve any remaining
environmental, safety and safeguards questions -- so

that this technology will be available to bridge the

gap until advanced technologies can make their contribution
to our energy needs.

Provide increased operating funds for other Federal
energy activities.

I urge the Congress to approve these funding requests.

REORGANIZATION OF FEDERAL ENERGY ACTIVITIES

Under the provisions of the Energy Conservation and

Production Act of August 1976, I am called upon to make
recommendations to the Congress with respect to the re-
organization of Federal energy and natural resource activities.
At my direction, a major study of alternatives had already
been undertaken in May 1976 under the leadership of the

Energy Resources Council and the Office of Management and
Budget.
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I have reviewed the findings and recommendations from

the study. Within the next few days, I will forward my
recommendations to the Congress.

TIME TO ACT

The Nation has waited far too long for completion of a
sound and effective national energy policy. In many cases,
the issues are complex and controversial, the decisions are
tough to make -- particularly because the right decisions
will be unpopular in the short run. The costs of continued
energy dependence are far too great for further delay.

The Congress can act. It is a matter of organizing
itself to make the tough decisions and choices and moving
ahead with the task. I urge the Congress to weigh the
alternatives carefully and proceed promptly.

GERALD R. FORD

THE WHITE HOUSE,

January 7, 1977.
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