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THE WHITE HOUSE

WASHINGTON
June 11, 1975
MEMORANDUM
FOR: JIM CONNOR
FROM: DON Rf SFELD

Today at lunch the President said to the
Board of Directors of the American Newspaper
Publishers Association that he was going to

“have economic impact analysis by State

and Congressional District of the shortage
of ngtenallgas. That it would be sent out
sometime this summer, cautioning about
the dangers this winter.

Do we have something going on that?

srate -6y - $F7E

*:.",,al

NG pmpeA-

ﬁ‘{‘«% N bwA Gao h”‘pefq

- e PR

o

-

-



MEMORANDUM TO:

THROUGH:

FROM:

SUBJECT:

THE WHITE HOUSE

August 11, 1975

' THE PRESIDENT

WASHINGTON

DON RUMSFEL
JACK MARSH

GOVERNORS

With the impending natural gas shortage that will impact more
drastically on ten states, it occurred to me that consideration might
be given to inviting the Governors of these ten states to the White
House sometime after the return from Vail and before the Congress

reconvenes on September 3.

This meeting would be somewhat like the meeting of the northeastern
Governors on energy, but would occur at the initiative of the White
House. The purposes of the meeting are:

1) To explain to the Governbrs the dimensions of the problem and

the reasons for the shortage.

~

2) To outline the, recommendations of the Administration to try
and address the problem.

3) - To indirectly, through the Governors, obtain Congressional
support from the states involved for the President's natural
gas program and his energy program generally.

cc: FZarb
RMorton
- JCannon
JFalk
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Your FEA Deputy Administrator, John Hill, has iydicated
that your Administration will not support the
compromise Natural Gas Bill approve
Committee. Why are your people and [the oil Andustry

than accepting what appears to be a |
which could end the stalemate on thifg

Answer
FEA has been participating in my Administration‘s review
of the Senate Committee bill. I: understand that FEA has
concluded that the bill will not do as much as we would .

like in gaining the benefits Qﬁ'new gas price deregulation.

I am awaiting final recommendations from FEA and from other
advisers before I take a position on the bill.

Background Only

The May 25 Washington Star carries a story*by Roberta Hornig
with the headline "Gas Plan Won't Get Ford Help." It
indicates that the Administration has decided not to support
the Senate bill. It further quotes John Hill as saying:

"We are not endorsing that bill."

John Hill indicates that he made clear to Roberta Hornig
that the bill was still under review and that we had not
taken a position. He indicates that he was misquoted.

*page A-7



FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

. April 2, 1976 ” OFFICE OF THE ADMINISTRATOR

MEMORANDUM TO THE EXECUTIVElCOMMITTEE,
ENERGY RESOURCES COUNCIL

FROM : FRANK ZARB, EXECUTIVE DIRECTORE%’

SUBJECT: NATURAL GAS STATUS AND FORECAST,
- POSSIBLE COURSES OF ACTION

This memo outlines the current situation, key Members and
possible courses of action on Natural Gas. Because early
"action is most likely in the Senate, it is stressed. Also
included is.a current Senate vote projection.

Current Senate Status:  No definite course of action has been
set, though there has been weekly discussion in the Senate
between the Senate Leadership and other key Senators on both
sides of the issue. ‘

- both sides in the Senate uncertain of votes and so not
anxious to push at present.

- both sides, for and against H. R. 9464, are split as
-to best course )

- Senator Mansfield intends to push for action, with or
without agreement by other key Senators, but is not
expected to do so until after the Easter Recess (April
14-25) -

Possible Senate Courses of Action: » !

- Refer H. R. 9464 to the Commerce Committee. This would
require unanimous consent or a vote if Magnuson objects.

- If Magnuson objects, this would probably fail. :

- Send H. R. 9464 to Conference. This would require a vote
(assuming someone objects) and might carry. Senators
Fannin, Hansen and others are not confident they have the
votes to defeat this motion. They would move to table
Ho R. 9464. '

- Table H. R. 9464. This would be used to prevent a vote
on going to Conference or any further action at this time.
A tabling motion normally takes precedence over other
motions. -
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- Reject H. R. 9464 outright by vote. This would have to
be done prior to amendment which migit not be possible.
The outcome of an up or down vote on an amended H. R.
9464 is very difficult to predict since amendments would
tend to erode the opposition to H. R 9464.

- Hold H. R. 9464 at the desk. Mansfi=ld will not allow
this.

‘- -Use Finance Commlttee - a possible alternative prov1ded
H. R. 9464 is defeated or tabled. :

Key Senators and Positions:

- Senator Mansfleld not taklng sides publlcly. Just wants

. issue settled and opponents of H. R. 9464 disposed of.

- Senators Fannin and Hansen would not oppose referral to
Committee. Feel votes are there to defeat or table.

- Senator Pearson wants H. R. 9464 sent to the Commerce

. Committee. '

- Senator Long wants to use the Finance Commlttee as the
vehicle.

- Senator Bentsen opposed 901ng to Conference.

- Senator Tower wants H. R. 9464 defeated or tabled.

- Senator Tunney would prefer that theiblll be sent to
Commlttee.

Proponents of H. R. 9464 -

‘ #uMagnuson does not want.HI.R. 9464 sent to Committee.
'~ = Stevenson/Hollings would prefer that the bill go either
"~ to Committee or directly to Conferemce with no other votes
. on the Senate floor. Hollings has introduced two amend-
ments to H. R. 9464: a) S. 2310; and b) Title II of s. 2310.
- Jackson has not taken an active position to date but supports
H. R. 9464

L3

Current Senate Vote Count:

’

~ 50 Senators have indicated they would vote to table
or.defeat (prior to amendment) H. R. 9464.

- 46 Senators have indicated they'would vote against sending
H. R. 9464 to Conference.

4
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Current llouse Status:

There has been talk of introducing a bill similar to S. 2310
in the House. Industry representatives are rewriting 2310
to eliminate incremental pricing and restructure the boiler
fuel provisions.

Congressman Murphy (D, N.Y.) has been approached in regard
to introducing this legisiation. Introduction of this bill
would require (1) Subcommittee hearings; (2) Committee ap-
proval; and (3) action by Rules Committee. ’

Thére is no Firm prognosis at this time for the likelihood
of such action, but in any event, it does not appear to be
a vehicle for obtaining a quick resolution of the issue.



" OIL DIVESTITURE

‘Senate Judiciary Subcommittee on Antitrust and Monopoly
reported out favorably the Senator Hart substitute to
Senator Bayh's vertical divestiture legislation entitled
"Pet.xroleum Industry Competition Act of 1976" (April 1, 1976).

Major Provisions:

-~ Separates crude production from refining and marketing
for the top 18 integrated oil companies.

—-- Prohibits any form df'?ipéline ownership by any
' producer or refiner.

-- Permits refining and marketing to remain together,
but no new refiner/marketer relationships may be
established. ‘

-~ FPFTC reviews and approves divestiture plans.

-~ Provides for temporary divestiture court to handle
litigation.

-—- Allows 18 months for divestiture plans, five years
to accomplish divestiture.:

-—- Allows exemption from divestiture requirements for
assets under $5 million in a particular sector of
the 0il company; i.e., oil refiner would not have
to divest production activity if its production
assets were less than $5 million.

Possible Implications:

-— Could delay the development of new energy supplies for
several years by turning focus of o0il companies on
implementing divestiture and away from exploration.

~- Could result in increased petroleum prices as divested
downstream operations would require greater returns
on assets to remain viable.

-- Could result in reduced ability to attract capital
for 0il and gas exploration and refinery expansion
due to loss of proven stability of divested segments.

~- Energy supply losses would adversely affect goals of

Project Independence. P
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Legal and administrative problems expected in imple-
mentation could delay completion of divestiture

to well beyond the five years allotted in the bill,
increasing supply losses during the transition.

Could result in reduced ability of U.S. integrated
firms to compete in the international market with
non-U.S. integrated companies, thereby threatening
remaining U.S. supply and price security.

Weakened U.S. petroleum firms could enhance the
strength of the OPEC cartel, and adversély affect:
resource development and supplies available to
less developed countries.

The petroleum industry is less concentrated than
other U.S. industries, and therefore the bill is
unusually discriminatory.

Could result in less research activity and reduced
product quality due to losses in capital availability.
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Brent Scowcroft
Bill Seidman

Jim Lynn
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DUE: Date: Monday, May 31 Timea:

SUBJECT:

Memorandum from Frank Zarb
dated 5/28/76 re Natural Ga = Legislation

ECTION REQUISTED:

——— For MNecessary Action et

Fr}

ox {our Recornmendolions

. . . - x
—— . Prepare Agenda and Briaf —_ Draft Reply

2> For Your Comments

. Draft Remarks

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. e

If you have any quesiions or if you anticipate a Jim Connor
delay in submiiling the reguired moierial, please

YFor the President



INFORMATION

FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

May 28, 1976

MEMORANDUM FOR THE PRESIDENT/X\
Y

FROM: FRANK G. ZARB
SUBJECT: NATURAL GAS LEGISLATION
BACKGROUND

As indicated to you last week, the Senate Commerce
Committee has approved a new natural gas pricing bill
(S. 3422) in an effort to break the House~Senate impasse
on such legislation. The bill was approved in Committee
by an 18-1 vote and has considerable bipartisan support
(Senators Pearson, Stevenson, Hollings, Fannin, Brooks,
and Stevens are among its sponsors).

MAJOR PROVISIONS OF THE BILL

In general, the bill is an improvement over current
regulations, but is less acceptable than the Pearson-
Bentsen bill (S. 2310) that passed the Senate last year
and the Krueger bill that failed by 3 votes in the House
in February. The major provisions of this new bill are:

° Establishes an initial base rate of $1.60/mcf
for all new onshore gas (compared to current
FPC base rate of about $0.52/mcf), which is
adjusted quarterly to reflect inflation, and
ends all regulation for new onshore gas after
7 years.

° Establishes an initial base rate for new offshore

gas of $1.35/mcf, adjusts this initial rate quar-

terly at the rate of inflation, and provides for
a revision -- but not termination -~ of offshore
ceiling price regulation every 5 years.

° Leaves the intrastate gas market unregulated.

°® Continues to regulate both onshore and offshore
‘old gas. :

OFFICE OF THE ADMINISTRATOR
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° Contains several other provisions dealing with
agricultural priorities, regulation of synthetic
gas, conversion of natural gas boiler fuel use,
and incremental pricing to boiler fuel users. The
bill does not contain any of the short-term emer-
gency measures to alleviate curtailments requested
by the Administration or encompassed in S. 2310.

ANALYSIS OF THE BILL

As indicated in Table 1, the bill would result in signi-
ficantly greater natural gas production in 1985 than would
occur under current regulations, but less than with S. 2310
or the Krueger bill. '

Table 1
Natural Gas Production Estimates

1985 Production

Bill (Tcf)
Present Regulations - 17.9
S. 2310 23.0
Krueger : 22.3
S. 3422 21.3

Most of the increased production would flow into the inter-
state market and could reduce significantly expected cur-
tailments and shortages. However, although the gap between
interstate and intrastate prices will be narrowed, some
market distortions will remain. Our review of the other
aspects of the bill shows a need for some technical amend-
ments to make the bill more workable. However, with the
exception of a possible desire for higher base prices
onshore and offshore and assurance of eventual deregulation
offshore, the bill is reasonably close to the Pearson-Bentsen
bill you indicated you could accept a few months ago.

PROGNOSIS FOR THE BILL

It appears that the bill has broad support (including some
conservatives), and is likely to pass the Senate with few
changes. While it is also possible that the bill could pass
the House in a similar form, liberal members of the House
will try to lower the allowable price and extend regulations
to the intrastate market, and it is likely that the bill
will be changed.

,./ PO VAN
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OPTIONS

The bill is currently held together by a fragile coalition
of liberals and a few conservatives, with support from both
sides of the aisle. Major modifications to the bill are
likely to break apart this coalition. It is also likely
that if this bill is not enacted, there will be no natural
gas legislation enacted by this Congress. Thus, the basic
decision will be whether to accept this bill largely as is
or to give up on this legislation. The major options are:

Option 1.

Announce Administration support for the bill

in substantially its current form.

Pro:

R,

" Option 2.

at this time,

Would galvanize bipartisan support to assure
Senate passage and enhance chances for success
in the House.

Could be politically popular.

Would support a reasonably good bill that
could alleviate future natural gas problems.

Early support may not be necessary to assure
passage and could limit flexibility later.

Support at this time may be considered as a
point of departure by the House from which
to bargain.

Would represent a shift from support of Pearson-
Bentsen.

Premature support could subject Administration

to criticism by conservative members of Congress
and the gas industry, which may ultimately accept
bill, but only after all avenues are pursued.

Defer public announcement of a position on the bill

and work to amend the bill on the Senate floor

or in the House. The following are possible amendments:

° Raise the initial price. ‘ : e

° Shorten the time frame for achieving onshore
deregulation from 7 years to 3-5 years.

° Phase out regulations for offshore gas over a 5-7
year period.

° Other technical amendments, including deletion of
troublesome boiler fuel restrictions.

+
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- By withholding announcement of support,
maximum flexibility is preserved along with
~greater bargaining strength with the House.

- Allows possibility for making the bill more
acceptable.

- Preserves philosophical position with conservatives.

- Lack of support could ﬁeopardize bill's
chances in the House.

- Major modifications to the bill could break
apart the coalition.

If Option 2 is chosen, the following strategy in the Senate
may be desirable:.

1.

’Ogtion 3.
to veto i

" Pro:

——

Indicate that the current bill is inadequate
because onshore deregulation is too slow,
deregulation of offshore gas is at best uncertain,
and the ceiling prices are too low.

Seek amendments to S. 3422 to make it correspond
to the Pearson-Bentsen bill (Ss. 2310).

If unsuccessful in amending the bill to correspond
to S. 2310, seek amendments to improve the bill as
indicated in Option 2 (while recognizing that amend-
ments could destroy coalition of support).

If unsuccessful with these amendments, withhold
support and seek better bill on the House side
(although a better bill would be hard to achieve
in the House).

Announce opposition to the bill and intention

f passed in its present form. ' R

- Maintains stance on Pearson-Bentsen and
strict conservative support.

- If a decision is ultimately made to veto
the bill, an early indication may be helpful
to sustain the veto.

- Puts President in a veto posture, since this

bill is likely to pass, and could mean no
natural gas bill this year if veto is sustained.

0
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The -bill and the options outlined above have been reviewed

by your advisers. All agree that the bill has substantial

merit if it is the best we can expect from the Congress this
year. Several agencies (e.g., Interior, HUD and ERDA) agree
with Option 1. Others (e.g., FEA and CEA) lean towards

Option 2, but not at the expense of breaking apart the coalition
of Senators supporting the bill.

Before making your decision on which course of action to
‘adopt, we recommend:

- That you meet with Senators Pearson, Stevens,
Fannin, Bellmon, Hansen, Bartlett, and Tower
so that you may have the benefit of their views
on how best to handle this legislation.

- That following this ﬁeeting you meet with your
advisers to get their detailed positions.



THE WHITE HOUSE

WASHINGTON

June 2, 1976

MEMORANDUM FOR:

FROM:

I recommend that you approve and sign the
attached memo which comments on Frank
Zarb's May 28, 1976 memo on Natural Gas
Legislation.

The background on this is rather complex

and I will be glad to discuss it with you
if you wish.

Attachment.




THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR: THE PRESIDENT
FROM: JIM CANNON
SUBJECT: Natural Gas Legislation

We have reviewed Frank Zarb's May 28, 1976 memo which
recommends that:

. You meet with Senators Pearson, Stevens, Fannin,
Bellmon, Hansen, Bartlett and Tower to discuss
pending natural gas legislation (particularly
S.3422) which was approved two weeks ago by the
Senate Commerce Committee.

. Meet subsequently with your advisers before taking
a position on the Senate bill.

I concur in both recommendations.

Frank Zarb's memo also outlines three options for Administration
action on S.3422. These options are useful as a basis for
preparing for the discussions with Senate leaders, but

I believe they should be reconsidered following the

proposed meeting with the Senators, if you follow that
recommendation. The review should also include an

appraisal of the chances of the new bill introduced by

19 House members ( H.R.14069) which parallels the Pearson-
Benson bill previously passed by the Senate.

We believe that S.3422 is only marginally acceptable at best.
If it does pass the Senate, it seems quite likely that it
would be made less acceptable in the House. If this occurs,
you will be faced later this year with a bill that will be
very difficult to accept.



At this late date, it is doubtful that any natural gas
bill will pass this session. Any indication now that
the Administration is prepared to accept a compromise
would make it difficult or impossible to seek next year
something close to the Pearson-Benson deregulation bill.



MEETING WITH PRESIDENT AND MEMBERS
OF THE SENATE

Tuesday, June 8, 1976

Cabinet Room (45 minutes)

11:00 a.m.

Re: Gas Deregulation

MEETING WITH ZARB AND WHITE HCUSE
STAFF

Tuesday, June 8, 1976

Cabinet Room (30 minutes)

11:45 a.m.

Re: Gas Deregulation




MEMORANDUM FOR: JIM CANNON

FROM: GLE

THE WHITE HOUSE

WASHINGTON

June 7, 1976

. SCHLEEDE

SUBJECT: BRIEFING NOTES FOR MEETING ON NATURAL

GAS LEGISLATION

Meetings Scheduled for Tuesday

The meetings are scheduled with:

.

11:00 - Senators Pearson, Stevenson, Fannin, Hollings,
who are principal sponsors of a compromise natural gas
bill recently reported by the Senate Commerce (S. 3422)
and Bartlett, Hansen, Tower, and perhaps others that
have a strong interest in natural gas.

11:45 - Senior energy and economic advisers to decide a
position for the Administration on the Senate bill.

I understand that Zarb is doing briefing papers for both
meetings at Max Friedersdorf's request.

Recent History

Last Fall, the Senate passed the Pearson-Benson bill =--
acceptable to us -- (vote 50-45) which, principally,
provided for:

- 1immediate decontrol of onshore new gas.

- decontrol after 5 years of new offshore gas production.

When natural gas was taken up in the House, an attempt (led
by Krueger of Texas) was made to substitute a new gas
deregulation bill, but that lost out when the "Smith" bill
passed as a substitute by a vote of 205-201. Briefly, the
Smith bill maintained most existing controls and extended
Federal price regulation to intrastate supplies.

The Senate has refused to go to Conference with the House-
passed Smith bill.

S. 3422 has now emerged from Senate Commerce Committee
without hearings, as a compromise bill, by a vote of 18-1.

Last week, Congressmen Murphy, Kreuger and 17 others from

the House Commerce Committee introduced a bill (H.R. 14069)
which is much like the Krueger bill. Allegedly, Murphy . --
will be joined by four other members of the Commerce L
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Committee after June 8 primaries -- constituting a majority
of the 42-member House Commerce Committee.

Congressman Dingell has stated publicly that he will not
allow a bill to pass the House which does not include a
lower price ceiling than provided in the compromise Senate
bill as well as an extension of Federal regulation to
intrastate gas.

The Current Issue

The current issue to be enlightened in the 11:00 meeting and
decided in the 11:45 meeting is Administration position on
the Senate compromise natural gas bill (S. 3422). This bill
will be taken up on the Senate Floor Thursday of this week.
The bill is expected to pass.

The principal provisions of S. 3422 are:

~ Establishes initial base rate of $1.60 per 1,000 cubic feet
(mcf) for new onshore gas, (compared to current $.52),
adjusted quarterly for inflation.

- Ends regulation of new onshore gas after seven years.

- Sets ceiling of $1.35 for new gas offshore for next five
years with subsequent adjustment permitted by FPC.
Quarterly inflation adjustment permitted.

- Regulates offshore gas indefinitely.

Zarb's 5/28/76 information memo to the President (TAB A)

outlines three alternatives for Administration position:

- Option 1. Announce Administration support for the bill
in its current form.

- Option 2. Defer public announcement of a position and
work to amend the bill with respect to: (a) raising
initial interstate price ceiling; (b) shorten the time
for onshore deregulation from seven years to 3-5 years;
(c) insert a phase-out period for regulation of offshore
gas, and (d) obtain other technical amendments.

- Option 3. Announce opposition to the bill and intention
of vetoing if passed in its current form.

Positions of Various Advisers

Most advisers seem concerned principally about the bill being
made worse in the House and are therefore reluctant.

Zarb, Seidman seem to favor Zarb's Option 2.

MacAvoy considers S. 3422 marginally acceptable as a first
step toward deregulation, but would strongly recommend veto
if tightened in any way.

OMB opposes S. 3422 and recommends a veto signal unless

it is improved in specified ways.

Most advisers seem concerned that current effort could lead
to an unacceptable bill on the President's desk in early Fall
that would be difficult to veto. (not unlike the situation
with the energy bill last December), but, except for Lynn,
are leaning toward the Senate bill. R
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THE WHITE HOUSE TRGENT

WASHINGTON

June 16, 1976 m
MEMORANDUM FOR: JIM CANNON "”’,/’//
FROM: G R. SCHLEEDE

SUBJECT: PENDING ERDA ANNOUNCEMENT OF THE
SELECTION OF A CONTRACTOR FOR A MAJOR
COAL TO GAS CONVERSION PLANT

I have learned that Dr. Seamans plans to announce later
this week his selection of a contractor (possibly two)
leading to the construction of a plant to demonstrate
advanced technology for converting coal to high BTU
(pipeline quality) synthetic gas. Total cost of the
project would be in the range of $300 to $500 million.

ERDA inadvertently did not include this significant
event on its reports to us.

General information about the project is as follows:

-- Proposals for the project were formally requested
by ERDA about one year ago. Five firms responded:

° Conoco Coal Company of Stamford, Connecticut
with plans to build in Ohio.

° 1Illinois Coal Gasification Group (six Illinois
gas pipeline companies) of Chicago, to build in
Illinois.

° Kentex Energy Corporation (consisting of the
States of Kentucky and Texas Gas Pipeline Companies)
Warrenboro, Kentucky; plant to be built in Kentucky.

° Wyo-syngas Group of New York; Texaco, planning
to use its coal holdings in Wyoming.

° Wheelebrator-Frye of Birmingham (leading to a
consortium of several companies; including
Rust Engineering, Mead Corporation, etc.);
plant to be built in Alabama.



-- The ERDA plan contemplates four phases, with ERDA X"d:)
paying the share of costs indicated: ) (
R s
° Conceptual Design and 1 & 6‘"’
Demonstration Plant 100% bg
° Detailed design 100%
° Construction : 50%
° Operation 50% of net costs

-— The Request for Proposals left up to the interested
firms the decision on the size of a demonstration
plant needed to demonstrate the feasibility of
moving to a commercial scale operation. Proposals
received call for ERDA expenditure ranging from
$200 to $360 million, with industry shares ranging
from about $100 to $180 million.

-—- Following normal practices, ERDA established a
selection board to evaluate the proposals. That
board made recommendations to Dr. Seamans late
last week.

Dr. Seamans' Special Assistant (Ray Walters) indicates
that Dr. Seamans probably will announce the selection
later this week. Dr. Seamans may decide to award
contracts for the conceptual design phase to two or
more proposers.

I have not inquired as to the likely winner(s).

I have a call in to Dr. Seamans in which I plan to ask
him not to announce his selection until he discusses
the matter with you.

OPTIONS

-- Take no further action.

-- Ask Dr. Seamans not to make and announce a selection
until he reviews the matter with the President.



Phone call 12:40 p.m.

THE WHITE HOUSE

WASHINGTON

June 16, 1976

MEMORANDUM FOR JAMES CANNON

FROM: GLENN SCHLEEDE

Bob Seamnas has not returned my telephone call on this
subject. As indicated in my earlier memo, I had
intended to ask him to discuss this matter with you
before making any announcement. He did instruct his
general counsel to call me and inform me that it was
improper for me to be discussing the matter with him
(Dr. Seamans).





