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Provision Title 

Title IV - Part C 

1. HUO $200 million for demonstrating 
energy conservation grants and loans 

Dcscr1pt1on of Authority 

o Requires HUD to have a national program to 
demonstrate grants and loans for energy con
servation improvements. Requires llUO to pro
vide assistance for wide variety of residents 
(those living in different geographical areas, 
climates, types of dwellings, different incor.te 
levels, owners and tenants) to provide a repre
sentative profile for developing a future, full
sca·le program. $200 million spending for demon
stration phase only. Provides grants of 20% (up 
to $400) of energy conservation improvements (in
cluding storm windows and insulJtion) and 25% (up 
to $2,000) of renewable resource systems (includ
ing solar systems and windmills). 

• 

Assessment 

0 Basically, HUD's fallback proposal (OMB opposed) 
for a demonstration program, but the authorization 
was increased from $10M to $200M over a 2-year 
period. llUO's proposal did not limit the grant 
share of improvement cost, but did target the pro
gram to low and moderate income families. The 
proposal has been broadened to include renters in 
addition to homeowners. 

o Residential/commercial energy consumption has 
actually reduced 3% since 1973. This reversed 
the previous trend of increasing consumption, 
where prior to 1973, the rate of growth averaged 
3.8%/year. This price incentives for energy 
conservation already exist and a significant 
amount of conservation has already occurred. 

o The grant approach differs from the Administra
tion's tax credit proposal for homeowners in a 
basic way. Tax credit requires no new bureaucracy 
and uses simple rule on who is eligible and for 
how much. 

o Congress anticipates longer-term, wider-scale 
program since the $200 million is only the first 
installment which funds only the program 
demonstration. 

)__ __ _ ____________________ _,.:. ________ ' -···----···-- -- --·-· 
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I Assessment 1• Provision Title 
~ ----------------------------------------------------------------------------------------------------~ 

Description of Authority 

! TITLE IV, D 
i 

· \ .f'EA $2 billionJn. O~lioaJ;.ion._o 
·I . Guarantees for Energy \ 
1 Conservation 

Authorizes $2 billion in authority for FEA to make~ 
obligation guarantee 
- authority is pennissive--"FEA may make" 
- guarantees and commitments to guarantee loans. 

bonds, notes, etc. Authority to make new 
commitments expires 9/30/79. 

- large corporations, small businesses, 
partnerships, State and local governments and 
non-profit institutions are eligible 

-Guarantees can be made for 2 categories: 
a) 1 imited to energy-related conservation improve

ments to structures, buildings and equipment, 
e.g., such as more efficient heating/cooling 
equipment as opposed to production equipment 
"'hose primary responsibility is to produce 
products. This could include storm windows, 
more efficient heating/cooling plants, etc. 
Equipment improvements could be almost anything 
whose primary function is to save energy. 

b) limited to renewable resource measures for 
energy, e.g., solar plants, windmills. 
geothennal. others. 

-obligation amount may include cost of energy audit 
but cannot exceed 90% of the total cost of the 
measure. No guarantee can exceed $5 million and 
it must be repaid in 25 years. 

- FEA can be required to pay the lender if the 
borrower's payment is delinquent by 90 days. 

-workers installing energy measures must be paid 
prevailing wage rates. (Davis-Bacon Act) 

-obligation must be less than 25% of fair market 
value of building or industrial 'plant. 

- $60 million authorized to cover defaults assuming , 
a low 3% default rate. 

0 This program is largely targeted at the industrial/ 
COI111tercial sectors although State/local/nonprofit 
institutions are eligible. 
- Neither FEA nor the Congress has been able to show 

that energy·savings can or will be achieved through 
loan guarantees. Energy consumption in the industrial 
sector for the first quarter of 1976 is 6.7% below the 
1973 level (prior to the sharp fuel price increase) 
even though GNP (constant dollars) is slightly higher. 
We believe this data shows that industry is signifi
cantly more energy efficient today than 3 years ago 
when consumption was growing at an average rate of 
2.6% annually. We calculate energy efficiency to have 
improved by 18% in the last 5 years. 

- Universities, which arc typical nonprofit organizations, 
have reduced energy consumption by 17% in the last 5 
years. 

o Loan guarantees are designed to overcome problems of 
obtaining capital in the private markets. They do not 
provide significant financial incentive to change the 
economics of making a particular investment. Treasury 
advises that at present, the private capital markets 
are functioning well, e.g .• capital is available for 
worthy credit risks/purpose. For these reasons, the 
loan guarantee will either: 

- supplant private credit since it does reduce risks to 
lenders. 

- attract applicants who are not credit worthy. 

In the latter case. the potential for default is high 
either because the investments are not sound or because 
the borrower isn't or a combination of both. 

We seriously doubt the effectiveness of a loan guarantee 
incentive in reducing energy consumption. 

_______ . ______________________ _,;.. _____________ ···----··---·-· -·--· ---·---
·. 
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Provision Title 

TITLE IV, D (Cont) 

Description of Authority 

- FEA is authorized to charge up to a 1% fee of the 
amount of loan guarantee on a discretionary basis. 

. --· -------..,--...--.......------------~-··--- .. - . . . . . . 

• 
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• 

2 

Assessment 

• o FEA would requi~e substant~ ~~aff:~g;administer the 
program. Property appra i sa 1 s ; "e:il!r'Qy audit records, 
financial audits of defaults ~uuld be required. SBA 
has 1800 full-time staff to make new loan and guarantee 
approvals of $2.7 billion per year. Using this as a 
rough equivalent, FEA would probably need 600-700 posi
tions for FY 78 and FY 79 (assuming $1 billion of new 
approvals per year). Some of this could be paid by 
charging a fee .. 

0 The default'estimate of $60 million or 3% of the 
authorization appears low compared to other Federal 
programs. SBA for example averages 6-8% in this area. 
Using SGA experience and assuming $2 bill ion in guarantees 
are made, the loss on defaults could be as much as $120-
$160 million. This assumes that any assets recovered are 
consumed by interest/judicial/administrative expenses • 



THE WHITE HOUSE 

WASHINGTON 

Keep a copy of the FEA letter 
that will be sent out. 

Mr. Cannon does not like auto
penned. He will sign personally. 



CLEARANCE SHEET 

JMC ACTION 
Required by: ____ ~A~S~A~P~----------

STAFF RESPONSIBILITY SCHLEEDE 

SUBJECT: ____ ~F~E~A~C=O~N~T~I~N~G~E~N~C~Y~P~L~A~N~S~A~N~D~D~RAF~~T~R=E~S~P~O~N~S~E~T~O~P~UB~L~IC=--

RECEIVED FROM: _______________ __ DATE RECEIVED: ______________ _ 

STAFF COMMENTS: 

DRAFT LETTER FOR JMC CONSIDERATION AND APPROVAL ATTACHED. 

QUE~COMMENDATION: 
APPROVE -------
REVIEW & COMMENT -----
DISCUSS ------

CANNON ACTION: DATE: 

Material Has Been: 

Signed and forwarded 
------,.,-

~Changed and signed 

-------Returned per conversation 

' 
Noted -----

Comment: 



THE WHITE HOUSE 

WASHINGTON 

October 1, 1976 

MEMORANDUM FOR: 

FROM: 

SUBJECT: R. PONSES TO COMMENTS 
FROM THE PUBLIC ON DRAFT 
CONTINGENCY PLANS 

that no plans 

ould we assume that you want them 
auto-penned with your name if that 
is feasible. There are more than 
500 letters. 

Attachment 

} 
\ 



Am.JINISTl~NI'IVELY CONF'lDEN'ri.llL 

T.H E \\'II I TE II OU SE 

WASI!INGTO:-; 

September 27, 1976 

.HENORANDUM FOR: JOHN ~I~L 

GL,~E FROH: 

SUBJECT: RESPONSES 'TO C01-1!:-1ENTS FROivl 
THE PUBLIC ON DRAFT 
CONTINGENCY PLANS 

We nm-1 have well over 500 letters and telegrams 
on the draft contingency plans for conserving 
energy. Z..lost are on the weekend fuel sales 
restrictions, but there are a few on the 
restrictions on on-site advertising signs. 

lve must 'get a response out soon on these 
letters. Would you please give me your 
comments and suggestions on the attached 
draft by phone as soon as possible so 
that we can get the responses moving. 

Thanks. 

Attachment 

' 



------------------ --
--- ------------------

--- ...... .. 

Dear 

Thank you very much for your recent letter (telegram) con
cerning the draft energy conservation contingency plans 
developed by the Federal Energy Administration {FEA}. 

The Energy Policy and Conservation Act of 1975 requires 
that conservation plans be developed, published for public 
comment, submitted to the Congress for consideration and, 
if approved, kept in readiness in the event of a serious 
energy supply interruption. 

Unfortunately, the United States is vulnerable to serious 
economic disruption from another embargo because of our 
growing dependence upon imported oil. This problem cannot 
be corrected until the Congress approves the remaining 
elements of the comprehensive energy policy and program 
proposed by the President. 

The draft plan you cited is one of five published for 
comment by the FEA. I have been informed by FEA Administrator 
Zarb that he has received extensive comments on the plans. 

----~· Zarb has indicated that he is giving special attention 
to problemf'-&nsb as you Ju-. presented, and that none of 
the plans will be submitted to Congress until the next session 
because of the need for additional review.ao!'J:S l5ee8:l!8e ef the 
early iill~je moment of "i:k!! 9ell!!Jilieee ehie l e8:ili. 

The President is co~~itted to press for approval of the 
remaining parts of the comprehensive energy policy and 
program that he has proposed, so that we regain energy 
independence and are no longer subject to the threat of 
economic disruption from an embargo. He is also committed 
to assuring that concerns such as you have expressed will 
be considered fully before decisions are made by the 
Administration. I appreciate your taking the time to bring 
them to our atten~on. 

' 



OCTOBER 26, 1976 
::ftM cANNoN 

::::ShB¥ MEMORANDUM FOR: 

FROM: 

SUBJECT: Response to complaints about 
FEA contingency conservation plans 

We would like approval of a letter for Mr. Cannon's 
signature which we can send to some 500 people who 
have written Mr. Cannon complaining about proposed 
FEA energy conservation contingency plans. 

A response was approved earlier by Glenn Schleede, 
John Hill and, I believe, Mr. Cannon. However this 
version did not leave sufficient room at the bottom 
for the inside address. 

A slightly shortened version of the first letter 
is enclosed. Attached to it, for comparison, is 
a marked-up version of the first letter. 

If you can approve the revision, we can get many, 
if not all of the letters prepared today. We have 
already put all of the addresses on tape so that 
we can have the entire letter typed automatically. 

/ 
I 
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THE WHITE HOUSE 

WASHINGTON 

October 26, 1976 

Dear Mr. Rumplestilskin: 

Thank you for your recent letter concerning the draft energy conserva-
tion contingency plans developed by the Federal Energy Administration(FEA). 

The Energy Policy and Conservation Act of 1975 requires that such plans 
be developed, published for public comment and submitted to the Congress 
for consideration. If approved, they are kept in readiness for a serious 
energy supply interruption. 

The draft plan you cited ~ one of five published for comment by FEA. The 
FEA ha~ received extensive comments and is now considering the problems 
you and others identified. Because of the need for additionalreview, 
none of the plans will be submitted to Congress this year. 

It is unfortunate that emergency measures must be considered, but the 
United States is still vulnerable to serious economic disruption from 
an embargo. The problem of growing dependence on imported oil will not 
be solved until the Congress approves additional energy measures. 

The President is committed to press for approval of the remaining actions 
needed to achieve energy indepen~e. He is also committed to assure 

"<e. . that concerns such as you have expressed he cons1dered fully before 
final decisions are made. I appreciate your taking the time to bring 
the problems to our attention. 

Mr. James Rumplestiltskin 
President 
International Hotel Corporation 

··12345 Motel Street 
Plains, Georgia 

Sincerely, 

James M. Cannon 
Assistant to the President 

for Domestic Affairs 

, 





MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE· 

WASHINGTON 

October 29, 1976 

ALLEN MOO:~LJ,~ 
DENNIS BA~ 

LETTERS FROM MR. CANNON RE FEA ENERGY 
CONTINGENCY PLANS 

The first three of some 450 letters are attached. You 
may want Jo look these over now so that we can make any 
changes in the master tapes. 

Would you prefer receiving only the signature letter and 
a carbon or everything which is included with the letters 
attached? 

We will be bringing the letters to you for Mr. Cannon's 
signature in batches of about 50. Let me know if he 
decides that an autopenned signature would be more 
practical. 

Two people will be working all day on the letters, so that 
we should be able to count on finishing up sometime early 
tomorrow. 

Attachment. 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

November 1, 1976 

ALLEN MOO.-REl .JJ.y/J · 
DENNIS BAf$1J11r 

970 r~~,,' -.• I;> 2? 
I.... <-

FEA ENERGY CONTINGENCY PLAN LETTERS 

The last nine letters for Mr. Cannon's signature are 
attached. 

Note that the top letter is a response on behalf of the 
President. The first and last paragraphs of the letter 
have been altered accordingly. 

By my count we will now have sent out 493 letters. 

I still have 12 letters with incomplete return address 
information, 25 copies for Mr. Cannon of letters to 
Frank Zarb, 6 copies to Mr. Cannon of other letters, 
and 3 newsletters without accompanying letters. 

Attachments. 

, 


