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THE WHITE HOUSE 

WASHINGTON 

THURSDAY, JUne 26, 1975 

MEMORANDUM FOR JIM CANN0~1 
FROM : 

SUBJECT: 

JIM ~\'H 
DICK AL~ON .. 
Energy Finance Options Paper 

for the President - Friday 

Last night, on the way in from Butler, the Vice President 
urged me to make sure of the following: 

- That the options presented to the President 
in the paper planned for tomorrow include 
both 

1. The original proposal which is currently 
being staffed and is due into Connors' 
office by close of business today, where 
the capitalization is $10 billion and 
the borrowing authority $100 billion, 
as well as 

2. What he and I understand to be the latest 
Zarb/Morton version of the Energy Finance 
Corporation, capitalized at $5 billion 
dollars. 



T HE WHI T E H OUSE 

0:\ ?.IEl\10R.A~DCM WA S !II:-; GTO :-; LOG NO.: 

Ju.ne 18, 1975 'rime: ; 
Phil Buchen 

FOR AC'l'ION: Jim Cannon ~< 

Jim Lynn 
Jack Marsh 
BiE Seidman 
Frank .Z,:n b ** 

cc (for information): 

• 

FROM THE STAFF SECRETARY 

DUE: Date: WEI.'NESDA y JUNE 25 , Time: 12 NOON 

r UBJECT: 

rHERGY RESOURCES FINANCE CORPORATION 

ACTION REQUESTED: HIGH PRIORITY 

- - For Necessary Action ~ For Your Recomrnendations 

- - Prepare Agenda and Brie£ __ Draft Reolv 
J ~ ....., :nr.~- ~ : · - -- --. ____ - , -~-~~- ; _ --·- -- :_-...: -- ~ 

x_ For Your Comments __ Draft Remarks 

REMARKS: 

*.:fim Cannon: Insure the use of members of the Domestic Council who would 
not be on either Energy R e sources Council or Economic Policy Board. 

**Frank Zarb: Members of the Energy Resources Council 

SPECIAL NOTE: Insure there is no duplication of staffing. 

INCLUDE IN REPLIES INDIVIDUAL REVIEWS AND ANALYSIS OF EACH 
OF THE PEOPLE YOU STAFF IT TO. 

PLE.!1SE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have a !ly questions or if y..>u a nticipa te a 
clelc.y in subrrdting tb~ required mc.terial, pl~ase 
telephone tha Staff S"'crd.:uy im m.edic.tely . 

-Jim Connor 

"· 
:.~or the President 
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DRAFT 

DECISION 
THE WHITE HOUSE 

WASHINGTON 
• 

TO: 

~,,.~7--
., F~t. ~h't.z 

FROM: 

•• eaassz:__ ~ 
wsn B0£4ifiltl • tf~ ~ 

SUBJECT: Energy Resources Finance Corporation 

The attached memorandum with attachments ·proposes that 
there be a new initiative toward achieving the energy 
independence goals announced in the State of the Uni9n 
Message. 

The proposal has two main features which are 

Issu~s 

• That a corporation be established which 
would assist in the financing of energy 
and energy-related projects on tenns 
flexible enough to permit substantial 
a.cct!lt!L·e:u:iun oi -cnese projec-ts - assuming 
in the process any additional risks 
inherent in such acceleration. 

That the corporation be given special powers 
to receive expedited and final treatment by · 
all Federal agencies involved in any regula
tory determination which might affect a 
certified project deemed by the corporation 
~s being of critical importance to the 
national goal of energy independence. 

The basic premise of this proposal is that the existing 
mechanisms, governmental and private, are not working 
and will not work in sufficient time to achieve the 
energy independence goals. 

Attached for review are: 

Tab 1 - A summary of the current economic 
situation and statement of the problem. 

I 
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Tab 2 - A summary outline of the proposed Corporation -
its purpose, investment objectives, financing 
plan, organizational structure and summaries 
of several typical potential projects and how 
they could be financed. 

Tab 3 - A summary of the principal objections to the 
Corporation - both from within the Administra
tion and from executives in industry and 
finance - with suggested responses to these 
objections. 

Tab 4 - Draft legislation. 

Decision 

Should an Energy Resources Finance Corporation with 
extraordinary financial and administrative powers be 
proposed? 

APPROVE DISAPPROVE 

If this initiative is approved, should it be,announced 
in a major forum such as a joint session of Congress or 
a national television speech? 

' . 

APPROVE ------ DISAPPROVE ________ _ 
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MEMO~.NDUM RE: ENERGY RESOURCES FINANCE CORPORATION 

Sununary: 

The Nation is at or approaching an economic 

crossroads which offers an opportunity for a major 

new Administration initiative. 

Faced with rapid erosion of economic activity, 

quite correctly the Administration's initial efforts to 

date have been focused on a range of measures designed 

to arrest and turn the acceleratinq downward spiral of 

business activity. Although the first signs of an upturn . 
may be imminent, high unemployment persists, and will con-

tinue to persist long into any-recovery. We must ~ontinue 

to attack this intolerable employment problem. At the 

same time, as the economy turns we must turn our immediate 

attention to the elimination of these energy and resource 

related bottlenecks which fueled the recent inflation and 

threaten to reappear in any sustained upturn. Energy 

shortages would seriously impede and could abort any 

recovery and would present an unacceptable threat to our 

national security and foreign policy objectives. 
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• 
PROGRESS TOWARD ENERGY GOALS LAGGING 

Evidence to date suggests that we are alarmingly 

stalled on efforts to implement the Administration's energy 

self-sufficiency goals. Congress has not moved on the 

Administration's proposed energy legislation and shows few 

signs of producing a meaningful compromise bill. Investment 

spending which must precede the development of new and 
I 

expansion of old sources of energy is seriously lagging. 

The Federal Government abounds in thoughts, plans and 

schemes to attack this problem, but unfortunately there 

is an abundance of equally strongly held views and rational-

iC.Cll...r.J.UH ao:o 1..U --wi1y ~u~i+ p:i.au~ w.i.ii ···llU~.L-A-... r-i'il~Ht:!"'C= ·-~~----·--

result is inaction. 

A POSITIVE INITIATIVE 

Timing is the key to most successful ventures, and 

the present energy stalemate presents a unique opportunity 

to announce a major new Administration initiative via the 

formation of a proposed Energy Resources Finance Corporation. 

To date, Administration backed economic measures, while 

stimulative to the economy, have had no impact on increasing 

our productivity or improving our competitive position in 
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the·world. Efforts to hold bac~ the inflationary impact of 

these programs by keeping a tight rein on the size of the 

federal deficit have been courageous and increasingly 

successful, but have the unfortunate side effect of casting 

the Administration in a negative tone. The President has 

stood firm against a runaway deficit recognizing the inevit

able inflationary implications, but the Administration 

program lacks the positive counter-balance of an-affirmative 

effort that will channel expenditures in an inflation

fighting, job-producing manner. 

THE ENERGY RESOURCES FINANCE CORPORATION 

The Corporation is cast in a philosophical and 

structural framework that reflects a deep-seated belief 

in the free enterprise system. 

it would work through, not around or as 

a replacement for private enterprise; 

it is not conceived as a "bail out" 

mechanism, designed to perpetuate 

uneconomic operations. Rather, the 

entire focus is on the creation of 

new energy and related natural resources 
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• and transportation capacity and capability, 

vital to renewed productive efficiency and 

national energy self-sufficiency; 

it would have a limited life, with no new 

financial commitments after five years. 

Consistent with its catalytic, bridge 

financing role, it would by law, go out 

of business when its mission is completed: 

in addition to its financing role, it would 

have legal powers designed to at the very 

least, shorten, and in some cases eliminate, 

the myriad of regulatory impediments which 

currently impede and stall energy·related 

investment; and 

-- it would be formed to attack current problems, 

designed to have a finite lifespan and there-

fore should be able to attract the type of 

entrepreneurial, managerial talent from the 

private sector that led to the success of 

World War II synthetic rubber plant and 

Manhattan-type projects. 
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Several of the concerns and objections to such a 

project, voiced within the Administration and elsewhere. 

(Tab 3) have some merit. On balance, however, it appears 

that the refutation judgments carry the day. We could go 

on for months or years refining the pros and cons --

·but delay beyond the early part of the summer will put the 

· project that much closer to 1976, and the political attack 

and legislative blockage which predictably will emerge as 

a matter of Presidential politics. 

An early public announcement of the concept of the 

plan and a Presidential decision to submit enabling legis

lation, will mobilize the considerable talents within the 

Administration inaconcerted program to enlarge, flesh out 

and improve the precise scope and structure.of the Corpora

tion as outlined in the attached documents •. With the 

galvanizing effect of such a decision now, we can accomplish 

the necessary reviews and consultations and have a final 

program and legislative package ready within a month. 



I. ECONOMIC BACKGROUND AND THE PROBLEM 
• 

The consensus view is that the u.s. economy has 

bottomed and that the first signs of an upturn will 

become evident in the third and fourth quarter. High 

unemployment persists, however, and any major improve-

. ment in employment rates will seriously lag the general 

recovery. 

Congress, impatient with high unemployntent and 

with the political support of labor, now threatens 

further spending programs designed to stimulate short 

term employment goals. Indeed much of the counter-

cyclical monetary and fiscal stimulus to date has been 

focused on short lead time demand stimulatiqn. Very 

few, if any, of the stimulative efforts have been focused 

on the critical problems of increasing productivity and 

alleviating the energy and related natural resource and 

transportation shortages and bottlenecks which contributed 

so significantly to the excessive inflation Lates of 

recent years. While we can be encouraged by the prospect 

of recovery from recently depressed levels of economic 

activity, our next set of problems will be associated with 

increasing our efforts at solving the unemployment situation, 



• while maintaining a sustained rate of recovery-- both 

without the reoccurrence of inflation. 

The President recognized the pervasive economic 

impact of the reoccurrence of energy related shortages and 

the attendant national security risks by designating, in 

his State of the Union Message, the development of energy 

resources as the Nation's first priority. The Administration 

energy independence goals established in that message require 

by 1985 a new or additional 

200 nuclear power plants 

250 coal mines 

150 coal fired power plants 

30 oil refineries 

20 synthetic fuel plants 

and many thousand new oil and gas wells. 

FINANCING CAUSES DELAYS 

It is projected, as a rough approximation, that 

this program will require capital investment in energy 

facilities of $700 to $850 billion between 1975 and 

1985. Unfortunately, results to date indicate little 

forward movement. In fact, in 1974, there were 235 coal 
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and nuclear plants delayed or cancelled, representing 

114,000 megawatts of nuclear capacity and 74,000 megawatts 

of coal. Whereas there were a range of regulatory and 

tax impediments, market price uncertainties and techno-

logical difficulties which contributed to this erosion, 

in a recent survey "financing problems" were cited as the 

primary or contributing cause of nearly 70% of the nuclear 

cancellations and deferrals and 45% of the coal plant 

decisions. 

At present, largely as a result of Congressional 

inaction and resultant uncertainty, no detailed national 

<t70-:t,....1~7 ,...,!:I.._.;,....""",.•T;rln 
.J,----~ -----·---··---

and regional goals as benchmarks for the investment flows 

necessary for domestic energy resource development. It 

is difficult, therefore, to identify, and more importantly, 

quantify and rank the precise roadblocks to achievement of 

:rour energy self-sufficiency goals. 

Of prime importance are the myriad of federal, state 

and local rules, requirements, regulatory commissions, etc., 

all of which conspire to increase the cost of new projects, 

make the investment returns uncertain, and leave unclear the 

shifting "rules of the ball game" to the point where play 

I 
\ 



does not commence. • 

Administration efforts to clarify, simplify and/or 

preempt this regulatory morass must be redoubled. 

Realistically, however, with little hope of Congressional 

cooperation, this promises to be an extremely time-consuming 

process, with at best an uncertain prospect of success. 

It is on the theory of a simultaneous effort to open up 

a financing reservoir which in itself can be used a~ a 

weapon to resolve this impasse, that the proposal for 

the Energy Resources Finance Corporation is predicated. 

' . 



II. PURPOSE AND PROPOSED INVESTMENT STRATEGY OF THE CORPORATION 

Armed with a charter with features akin to a tradi-

tional investment bank, English merchant bank or development 

bank, the Corporation would act as a financing vehicle 

designed to catalyze the private sector into undertaking 

the massive scale of investment needed to achieve the 

Administration's energy independence goals of the next 

decade. Through this broad-guage charter, the Corporation 

would be empowered to provide capital through equity invest-

ment, loans and loan guarantees to elements of the private 

enterprise system -- corporations, partnerships, consortia 

and/or subsidiaries of the Corporation itself, formed to 

implement national energy goals. 

It is intended that the Corporation would also be 
. 

empowered to provide financing that would create or rebuild 

the supporting elements necessary to deliver energy raw 

materials orenergyto converters and end users. Thus 

critical investments could be made in the energy related 

portion of our transportation system and to relieve bottle-

necks that might occur in other raw materials or finished 

products (pipe, drilling rigs, etc.) necessary to complete 

an energy development system. 

It is contemplated, in order to encourage the 

commercialization of a number of synthetic fuel projects, 



new surface or underground in situ mining techniques, 

and other advanced technologies, that the Corporation 
• 

or its subsidiaries would be empowered to guarantee 

not only financial investments but also to enter into 

price guarantees and/or take or pay contracts for cer-

tain quantities of energy product over a fixed period 

of time. The absolute dollar risk of such guarantees 

would be limited, however, as the final charter of ERFCO 

should emphasize its mission as a profit making entity 

as a kind of development bank, not an agent for subsidy 

in disguise. Other specific needs for direct subsidy 

(such as oil storage) should be financed through the 

bud~et or by direct linkage to specific potential revenue 

sources (such as Elk Hills). It took our country sixty 

years to move its energy dependence from wood to coal, 

and another sixty years to move from coal to oil. We now 

contemplate a highly capital intensive move from o~l to 

nuclear and/or coal based fuels in less than one-third that 

time. ERFCO would provide the financial bridge and impetus 

that this compressed timetable requires. ERFCO will provide 

financing with terms flexible enough to permit substantial 

acceleration of energy development projects. In so doing, it 

will by definition accept the additional risks inherent in such 

I 
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acceleration - risks which are presently delaying or 

deterring initiatives ~rom the private sector. 

AREAS FOR INVESTMENT 

Wi·thin the context of an overall national energy 

policy and plan, Corporation financing would be undertaken 

where private sect?r financing was not available on 

economically acceptable terms or in adequate amounts. 

Currently such financial bottlenecks have slowed or 

arrested private investment in at least three broad areas: 

1) Large scale projects, with long lead times, 

where present delay stems partly because of 

technical uncertainty and partly·because 

capacity will not be needed unless first stage 

projects are completed. Uranium fuel enrichment 
I 

plants are typical of this situation. Prudent 

I, 

commercial investors will want to wait for greater 

proof of technical feasibility and development 

of actual market demand, with a resulting time 

delay that is inconsistent with our energy 

independence timetable. If we wait to build 

this enrichment capacity until enough nuclear 



power plants are on stream to assure demand, 

we will have extended periods of imbalance 
• 

or shortage while long lead time enrichment 

capacity is rushed to completion. (See 

illustrative example at end of this section.} 

The scale and complexity of relatively simple 

coal mine expansion is vastly enlarged when the 

necessity for development of delivery systems is 

included in the project. Coal slurry pipelines, 

electrified railway connections, improved rail-

beds, large capacity coal hopper cars and other 

elements of a total system will require a scale 

of financing that lends itself to the large 

resources of the Cor?oration. 

. 
2) Projects which require financing that is 

structured to defer interest charges and 

loan repayments until the project is com

pleted and on stream. The Corporation 

would be able to extend such terms or as 

an alternative might actually build and 

then lease or sell the facility. The con-

struction and lease purchase of a nuclear 

power plant to a utility would be typical 

of this category of investment. The Corp-



oration could, through a subsidiary, cause 
• 

this plant to be built and would "carry it" 

until completion, when it could be either 

sold or leased to the user utility. The 

limited availability of this capital through 

the Corporation (relative to total national 

needs) would allow the Corporation to require 

certain state and local regulatory concessions 

as a quid pro quo to quality for financing, 

providing a potential lever toward regulatory 

change currently unavailable in the existing 

environment. The FNP (Floating Nuclear Plant) 

il1n~rrt=i+:inn~ at: t:hP Pnn of t:hi~ ~Pet-inn t=iOil ~ 

siting flexibility which together with financing 

availability offers further lead time savings. 

3) Projects which are either demonstrational in 

nature or are uncertain as to commercial 

feasibility. Such projects could bear a 

much higher degree of investment risk and 

would be limited to an amount equivalent to 

the equity capital of the Corporation. They 

would be undertaken as "second stage" efforts, 

after development financing by ERDA and/or R&D 



• 
sponsored by private industry. Such projects 

might presently be in areas such as coal gasi-

fication and liquification, in situ shale oil 

recovery, and eventually in more advanced 

thermal and solar type projects. (Illustrative 

example at the end of this section covers high 

BTU gasification plants.) 

ERFCO is designed to take over where the Energy 

Research and Development Administration stops. 

The latter will continue to play the key role 

in financing energy research and development as 

well as pilot or demonstration type projects. 

In this role, ERDA will be the principal agent 

for whatever subsidy is necessary to achieve our 

energy independence goals. 



Structure: 

AUTHORIZED CAPITALIZATION 

• 

Capital Stock - (Equity Subscribed 
by U.S. Treasury) 

Borrowing Authority (including 
guarantees) 

Billions 

$ 10 

$ 100 

$ 110 

The capital stock or equity of the Corporation 

($10 billion) would be subscribed by the u.s. Treas~ry. 

In addition, the Corporation would be authorized to 
I 

issue and have outstanding up to $100 billion of notes, 

debentures, bonds, guarantees or other evidence of 

indebtedness. These obligations would be fully guaran-

teed by the U.S. Government. The terms and timing of 

all Corporation borrowings would be subject·to approval 

by the Secretary of the Treasury and would be accomplished 

by the Federal Financing Bank. These obligationp would be 

available for purchase by any federally chartered or 

regulated commercial bank savings and loan association or 

mutual savings bank. Obligations of the Corporation would 

be eligible for purchase by the Federal Reserve Open Market 

Committee and would be lawful investments and may be 



accepted as security for all fi9uciary, trust and public 

funds, the investment or deposit of which is under the 

authority or control of the u.s. ERFCO's actual cash 

requirements would be staggered over a ten year term. 

There would be little need for large amounts of cash in 

the initial year, which would also be the most difficult 

period from a Federal deficit financing viewpoint~ 

~ressure in the capital markets from this source would 

thus be mitigated. 

GENERAL POWERS AND TERMS 

The Corporation would have the broadest powers 

to c~rry out its operations and to establish subsidiary 

corporations for special purposes. It would cease to 

make new loans or investments after a five-year term, 

and would be empowered and required after five yeprs to 

monitor and fund prior commitments and to begin a program 

of liquidation and sale of all its assets within ten years. 

SPECIAL EXPEDITING POWERS 

Each energy-related project which is certified by 

the Corporation as being of critical importance to the 

national goal of energy independence would receive 

expedited and final treatment by all Federal departments 



and agencies. Upon receipt of the certification for a 
• 

project, every Federal department and agency so notified 

would have six months to make any administrative or 

regulatory determination which might affect the 

certified project. Once the administrative or regulatory 

determination is made, it would be final. No rules, 

regulations, laws, orders or other administrative or legal 

actions made after six months from the date of certification 

may have any adverse impact on the certified project~ 

MANAGEMENT 

Management of the Corporation would be vested 

~orannQ 
~-------

appointed by the President with the advice and consent 

of Congress. All five would be independent public 

members, serving full time as senior executives and 

directors of the Corporation. Of the five, ali of 

whom would serve staggered terms, not more than three 

could be members of one political party and not more 

than one could be from any Federal Reserve District. 

The President would, with the advice and consent of 

Congress, appoint one of the five as Chairman and Chief 

Executive Officer. 
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POLICY F~WORK 

The Corporation, its Board of Directors, and the 

Chief Executive Officer, would devise an investment 

strategy designed to implement the national energy and 

related resource and transportation policy and program 

set forth by the President and his delegated agent(s). 

At present, according to the Energy Reorganizatio~ Act 

of 1974, the Energy Resources Council has central 

coordinating responsibility in the development of this 

p~licy. The Federal Energy Administration and the Energy 

Research and Development Administration have key statutory 

roles in the development of overall energy strategy. 

The Corporation would, subject to Presidential direction, 

attempt to make investment commitments that expedite the 

national energy goals put forth by these agencies. The 

Energy Resources Council would serve as policy adviser 

to the Board of the Corporation. 



ILLUSTRATIVE EXAMPLES 

• 

1. Uranium Fuel Enrichment Plants 

To support the goal of 200 new nuclear power 

plants by 1985 (with additional plants thereafter) and 

to compete for foreign markets, new uranium fuel enrich-

ment capacity will be required by 1983 and additional 

increments of capacity will have to come on line every 

year or two thereafter. 

To date, three plants have been built and owned 

by the u.s. Government (ERDA). However the Administration 

is now reviewing whether the next increment of capacity 

should be Government-owned or private. Whatever the . 
outcome of this decision, it is possible that the subse-

~ 

quent increments of additional nuclear fuel en~ichment 

capacity will be private and use the new centrifuge fuel I 

' 

enrichment technology now under development by ERDA. 

Investments of $1 billion or more annually may be 

required for the necessary centrifuge plant capacity. 

Attractive proposals using the centrifuge separa-

tion methods have already been presented to ERDA by 

Garrett Corporation, ENI-Atlantic Richfield, and others. 



Other interested companies are expected to appear with 

new proposals. It is possible that three or four 

competitive centrifuge projects could be initiated in 

the next few years. If this occurs, each project could 

begin on a relatively ~mall scale, but be susceptiable 

to capa~ity additions once the initial stage is tech

nically settled and markets have developed. Estimated 

costs for the first stage of a centrifuge project gen-

erally range from $250 to $500 million. Eventually, a 

plant of an economically viable size might.cost $800 

million.to $1 billion. 

In order to encourage private industry to enter 

the fuel enrichment business, substantial Federal help 

will be required. In addition to ERDA technical assis-

tance and Government arrangements to assure markets for 

the fuel coming from the private plants and'to provide 

loaned uranium fuel if the new plant construction falls 

behind schedule, some form of guarantee may be required 

for the estimated 75% of project costs which would be 

financed with debt. To encourage private involvement 

in Uranium enrichment, the Corporation could provide 

guarantees for the debt associated with the first few 

centrifuge projects. Guarantees in the range of $200-



300 million per plant for the first stage might be 
• 

anticipated. If the debt associated with the later 

stages of a $1 billion plant also had to be guaranteed, 

the total exposure might be $600-700 million per plant. 

Once a plant is operating efficiently, markets have 

been secured and any technical problems are resolved, 

it might then be provided that the guarantee would be 

phased out and the project would then be totally financed 

by private industry and theprivate capital market. 

2. Nuclear Power Plants 

As noted above, the construction of 200 new nuclear 

power plants by 1985 is a national goal encountering sig

nificant problems because of cancellations a~d deferrals 

of new plant construction. Consequently, the Nation's 

ability to increase the proportion of electricity pro-

duced from domestic non-fossil fuels is in jeopardy. 

While the reasons for delays in these plants are 

usually varied and complex, a few are common to most. 

First, many of the utilities are experiencing financial 

difficulties which limit their capacity to continue 

investing in capital-intensive nuclear plants. Typically, 

I 
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state public utility commissions are not being helpful 
• 

in this regard. As an extreme example, construction has 

been stopped on two plants because of finances after 

each was more than 45% completed. Secondly, an ever-

increasing number of delays are being caused by the 

licensing process, despite Administration proposals to 

speed up this process. 

These delays and cancellations may require that 

further increments of electricity will have to be supplied 

by short lead time oil-consuming combustion turbines in 

the early 1980's unless significantly lower electricity 
. 

consumption growth rates occur over the next few years. 

Taking numerous actions to increase the number of -

new nuclear power plants (as well as coal-fired) coming 

into service in the early 1980's will be an important 

function of the Corporation. One proposed method of 

increasing the number of nuclear plants availably by the 

early 1980's involves support for the concept of Floating 

Nuclear Plants ("FNP"). The FNP is a complete nuclear 

power generating station comprised of proven systems and 

equipment and standardized in design to allow repetitive 

factory manufacture on an assembly-line basis. Following 

assembly, the plant is towed to its operating location 

I 
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• 
where is is moored-~floating within a basin surrounded 

by a protective structure. This concept has the following 

advantages: 

standardized, proven design 

factory manufacture 

better quality assurance and control 

greater assurance of high plant reliability 

3-4 years shorter plant/site lead time 

siting flexibility 

minimized environmental and societal impact 

lower capital and generation costs 

Each Floating Nuclear Power plant could provide 

electricity from domestic nuclear fuel and e1iminate the 

need for the equivalent of 12 million barrels of oil per 

year {about $140 million annually, at today' s import price}. i, 

In conjunction with Public Service Electric and 

Gas Company of New Jersey { "PSE&G"} , Westinghouse has 

been developing a method of designing, licensing and 

producing a FNP. PSE&G has ordered four plants and 

expended $30 million in the licensing effort. Westinghouse 

has already invested $100 million in the manufacturing 

facility. However, the general downturn in the utility 

industry has cuased PSE&G to defer the introduction of 



• the first plant from 1980 to 1985. The complications 

of licensing such a first-of-a-kind concept have dis-

couraged other utilities from ordering the FNP. The 

result has been a suspension in construction of the 

Westinghouse factory and delay of implementation of 

the FNP concept and its oil savings benefits for five 

years. 

To expedite its Floating Nuclear Power plant· 

program, Westinghouse has proposed that the Government 

order four FNP's with the first to be delivered by the 

end of 1981. In turn, the Government would sell the 

,1: -·.- - , --~ -........... ._.. !:'~ ............... -
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completion. The result of this action would be recovery 

of three years on the Westinghouse FNP manufacturing 

schedule and the reduction of oil consumption through 

the earlier introduction of the four plants. In addi.:.. 

tion, the new floating plant concept would be generally 

proven and made available to the utility industry three 

years earlier. Implementation of this program could 

demonstrate Federal Government leadership and direction 

in the nuclear area, thereby causing other companies 

to begin producing and using FNP. (One other company 

has taken some preliminiary steps.) If successful, the 



scale of this program could be e~panded several-fold, 

as a complement to an accelerated program for additional, 

conventional nuclear plants. 

To effect this program, the Corporation would 

have to invest about $2.5 billion for the plants and 

capitalized interest payments over a ten year period. 

This capital investment would be returned to the 

Corporation by the purchasing utility{ies) at the end 

of this period. 

In the course of providing or withholding financing 

for fhese nuclear plants and others, the Corporation might 

adjustment clauses, regulatory lags, peak pricing and 

other matters and generally encourage state public utility 

commissions to begin at act more responsibly in'electric 

price and return on investment considerations.· Also, 

direct Federal involvement could be useful in expediting 

solution of safety and environmental questions. 

3. High BTU Gasification Plants 

Proven natural gas reserves have recently been 

declining as production has exceeded new discoveries. 



At the same time, reserves dedic~ted to interstate 

gas pipeline companies have declined more rapidly 

than total reserves because gas producers find it 

much more profitable to sell their gas intrastate, 

thereby removing this gas from the interstate market. 

In fact, drilling for sales to intrastate markets 

is at a near record level. Today the reserves dedi

cated to interstate markets are equal to about nine 

years of usage at current rates of consumption. 

Faced with dwindling reserves and a declining 

prod~ction rate, the gas pipeline companies have been 

aggressively seeking new sources of supply to enable 

them to serve at least their highest priority customers. 

Because of the decreasing supplies of domestic natural 

gas and the high cost of imported liquified natural gas, 

some pipeline companies have plans to initiate ~ynthetic 

natural gas ("SNG") development projects. This is con

sistent with the national goal of 20 synthetic fuel plants 

by 1985. 

The Lurgi-methanation process for making high BTU 

gas from coal uses a combination of proven technologies 

which have been used in other countries for many years. 

I, 



As a consequence, the construction of commercial-
• 

sized plants could begin in the very near future. 

Although there are currently plans for more than 

10 plants to produce high BTU gas from coal in the 

u.s., none of these projects has, as yet, proceeded 

to construction. The six projects at the most 

advanced stages of planning include: 

* El Paso Natural Gas Company plant in New Mexico 

* American Natural Gas Company plant in North Dakota 

* The Transwestern plant (Pacific Lighting and Texas 

Eastern Transmission venture} in New Mexico 

* Pan Handle Eastern plant in Wyoming 

* Northern Natural Gas plant in Montana 

* Natural Gas Pipeline Co. plant in North Dakota 

Each of these proposed plants would have the 

capacity to produce about 250 million cubic feet' ("MCF"} 
\ 

of SNG per day. The estimated cost of a 250 MCF/day 

plant has doubled in the last 18 months to about $800 

million for the "hardware" (excluding interest on con-

struction financing and anticipated working capital needs 

of another $200-300 million}. Because the capitalizations 

of the gas pipeline companies who propose to build these 

plants are small in relation to the cost of a plant, 



• 

potential investors are deeply concerned by the apparent 

financial risks of a possible SNG plant failure. 

The principal factor delaying commercialization 

of this technology is the inability of the regulated gas 

utilities to obtain new plant financing. This problem 

arises as a result of the prevailing FPC pricing regula

tions for gas transmitted through interstate pipelines 

and the political uncertainties and technical risks · 

which could lead to further plant cost excalation and 

major construction delays. 

In the recent case of Transwestern, the FPC ruled 

on its first SNG application. Here the Commission 

decided that it would not give advance approv.al to a 

gas price which would, in effect, guarantee that the 

investors would earn an adequate return on investment. 

This unfavorable ruling has made it virtually impossible 

for the gas utilities to acquire necessary financing for 

the proposed plants and increases the need for Federal 

financial help. 

In order to expedite the construction of the first 

high BTU gas plants, the Corporation could agree to 

participate in'the construction of several plants. It 



could finance this construction until the plants 

had been through their initial proving periods --

in essence, the Corporation could thereby assume 

a major portion of the risk of cost overruns and 

technical problems. Once the proving periods were 

over, the Corporation could then lease the completed, 

proven plants to thevarious pipeline companies. The 

capital eventually committed per plant would be at 

least $1 billion. 

Using this major financing commitment and Govern

ment·involvement as a lever, the Corporation could help 

BTU gasification projects. Most importantly, the FPC 

might be convinced to permit gas prices which would allow 

the gas pipeline companies to pay fair lease payments on 

plants constructed with Federal Government involvement. 

Also, surface mining permits, pollution control arrange

ments, water allocation priorities and other government

related problems might be more expeditiously resolved if 

a Government Corporation were "out in front." 

At the same time the Corporation, or ERDA, could 

contract for an experimental in situ gasification project 



from deep coal mines to determine costs of this method 
• 

of gas production. Once this is proven, which would 

take about four years, it could be undertaken by private 

corporations. 

4. Some Other Potential Investments 

Coal slurry pipelines 

Nuclear fuel reprocessing plants 

High temperature gas reactors 

Electrification of railways 

Shale oil production plants 

Coal liquefaction plants 

Coal-fired power plants 

100-ton coal hopper cars 

Medium-BTU gasification plants 

Breeder reactors 

Regional high voltage electric transmission 
grids 

Surface and underground coal mines 

Uranium mines and mills 

Oil and gas pipelines 

Geothermal power plants 
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Oil·refineries 
• 

Offshore drilling rigs 

New railbeds 

Large-capacity coal shovels and draglines 

New railroad locomotive units 

Oil-to-coal power plant conversion projects 

Pumped-storage hydroelectric plants 

Western water systems 



III.: PRINCIPAL OBJECTIONS AND CONCERNS RELATIVE TO THE 

ESTABLISHMENT OF THE-CORPORATION AND RELATED THOUGHTS: 

1. There really is no financing problem. Regulatory 

restrictions, inadequate regulated returns, 

environmental inhibitions, OSHA dictates, etc., 

all conspire to create a cost add-on and aura of 

uncertainty that have retarded investment decision-

making. Eliminate the redundant and conflicting 

regulations, create a Federal preemption of rate-

making, and investment capital will become available. 

There is no denying that excessive restrictions 

and regulatory overkill are key factors. However, 

the prospect of legislative movement in this area 

is remote. We cannot afford to lessen our efforts 

to eliminate redundant an4 overly restrictive regu-

.lation, nor can we afford to delay investment pntil 

this legislative and administrative logjam breaks. 

The.Corporation, with its financial clout, can become 

a major new forcing lever. 

2. The proposed Corporation will be just another govern-

ment bureaucracy. Government cannot run anything 

I 

' 



well and this proposed entity will be no exception. 

It will create a·life of its own and constitute 

another permanent layer of inefficiency. 

The Manhattan-District project, Synthetic Rubber 

Corporation, TVA, Comsat, and NASA are prime examples 

of the exceptions to this generally valid assertion. 

The proposed structure of the Corporation -- its 

broad mandate, limited term of existence, and manage

ment and Board structure are all designed to attract 

·a type of goal-oriented entrepreneurial management 

from the private sector. As in any undertaking, 

management will be the key factor determining 

success or failure and the entire design and assigned 

mission are oriented toward attracting such management. 

3. Such a Corporation will be interpreted as "throwing 

in the towel" on free enterprise -- another step in 

the "socialization" of our system. 

Political realities indicate that, with high unem

ployment the legislative process will throw more, 

not fewer roadblocks in the path of free enterprise. 

Without such a bridge mechanism, the private enter-



prise system, its hands tied, will increasingly 

fail to deliver adequate energy to satisfy public 

demands. Private enterprise will be tagged as 

the culprit, charged with failure, and the ulti

mate political solution could be to substitute 

government takeover, ownership, and control. 

4. The Corporation is a mechanism for credit allocation 

by government. Other credit users will be pushed 

off the bottom rung of the ladder. Unless the ''free 

market" is allowed to· allocate credit on the basis 

of optimum financial return, misallocation will occur. 

Energy is a national security as well as economic 

problem. The highest return to the nation cannot 

be measured in financial return on individual invest

ments. Free market will allocate only where return 

is commensurate with financial risk. Given ·the time 

frame of our energy independence goals, government 

must take some of the risks that prevail at these 

early stages of development, if the President's goals 

are to be achieved. Product price uncertainty and 

technological risk are prime causes of financing 



difficulties. The passage of time may resolve 

these risks, but .our timetable for the nation 

requires investment now. 

5J Financing is a problem only because of the risk

reward rates of energy projects. The proposed 

Corporation will merely solve a cash flow problem 

with a balance sheet adjustment, incurring large 

liabilities that will not be paid out because of 

inadequate returns. 

Perhaps -- but if this proves to be true then the 

ultimate subsidation of these costs represents 

the price of national security and energy indepen

dence. Hopefully the Corporation will have a 

"balanced portfolio" where the high risk - high 

loss investments are limited and the bulk of the 

program is concentrated in debt investments or 

guarantees in projects that will eventually have a 

satisfactory payout. 

6. The raising of this amount of capital by the govern

ment, will add to projected "crowding" in financial 

markets - resulting in a resumption of high interest 



rates and credit starvation for less well-endowed 

borrowers. 

The borrowing will be coordinated by the Federal 

Financing Bank. The use of credit guarantees, as 

·well as a staggered need for funds over the life of 

the Corporation will allow a measure of time to 

elapse before the entire amount of capitalization 

is funded. Residual dislocations are the price to 

be paid for designation of energy as priority 

national objective. 

7. Any attempt to circumvent regulatory procedures 

by giving special expediting powers to the 

Corporation will be strongly opposed by environ

mentalists, consumer advocates, etc. 

The purpose of the expediting power is to eliminate 

the "red tape"; ti'me delay aspects of regulation:;, 

not legitimate consumer protection. Surveys indicate 

that while the public is in favor of the "protec

tive" asp~cts of regulations, they are increasingly 

impatient with red tape and unnecessary redundancy 

and bureaucratic delay. 



8. From a political viewpoint, once legislation is 

introduced to form the Corporation, it will be 

impossible to avoid expansion of its charter -

to the point where it becomes a Christmas tree 

for financing in many segments of the economy 

a massive and obviously impractical national 

credit allocation entity. 

This is a political judgement and certainly a 

risk. If the bill gets perverted, there is 

always the veto. 

9. We ought to delay announcement of the Corporation 

until we have had a chance to investigate, analyze 

and document a number of investment opportunities 

that might be undertaken by the Corporation. 

There is no doubt that such an invest1gation would 

add to the precision of the decision to establish 

the Corporation. However, there is also no doubt 

that to have any validity, such a study would 

require from six months to a year. Even then, 

many of the potential projects would not be 

available for analysis, because their very creation 

awaits the availability of the type of financing 



ERFCO promises. Such a delay risks substantial 

costs. 

- from a substantive viewpoint, an impaired 

national security and/or weakened international 

bargaining posture. We are already far behind 

our energy independence timetable. Twenty months 

after the oil embargo and nearly six months 

after the State of the Union energy message, we 

have had virtually no movement on the alternative 

energy source part. 

- from a political viewpoint, Senator Bentsen, 

Senator Jackson, John Connally and a number of 

others are talking more widely of the need for 

an ERFCO-type entity. A blurred, unfocused or 

ill-conceived intiative could doom the whole 

concept. 
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A BILL 

To establish the Energy Resources Finance Corporation, a United 

States Government Corporation with authority to make loaris to 

and pr6vide financing for those sectors of the national economy 

which are of critical importance ·to the development of dorr;estic 

sources of energy and the attainment of energy self-sufficiency 

for the United States. 

Be it enacted by the Senate and House of Representatives 

.of the United States of America in Congress assembled 1 'rhat there 

be, and is hereby created, a body corporate with the name 

"Energy Resources Finance Corporation'' (herein called the 

Corporation) . That the principal office of the Corporation shall 

be located in the District of Columbia, but there may be esta-

blished agencies or branch offices in any city or cities of the 

United States under rules and regulations prescribed hy the 

Board of Directors. This· Act may be cited as the "I;=nergy 

Resources Finance Corpora·tion Act of 197 5". 

Findings and P~rposes 

Sec. 2. The expeditious ach i.evemen t of energy self-

I 

' 

sufficiency for the United States is a goal ~iliich, in the judgment 

of the Congress, is essential to the success of the n3tional 

econ01ny and to the main tenunce of national sccuri ty. It is thG 

purpose of this Act to provide for the allocation of capital to 

those sectors of th3 n<>-tional econ.omy \·!hich are of critical 

ir,portance to the dcVt~lopixmt of: (tomosU c ~;ourccs of cmer9y or 
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the attainment of energy self-sufficiency by the United States. 

Management of the Corporation 

Sec. 3. The Corporation shall have capital stock of 

$10,000,000,000, subscribed by the United States of America, pay

ment for which shall be subject to call in v7hole or in part by 

the Board of Directors of the Corporation. 

There is hereby authorized to be appropriated, out of any 

money in the Treasury not otherv1ise appropriated, the sum of 

$10,000,000,000 for the purpose of making payments upon such 

subscription '\vhen called. 

Sec. 4. The management of the Corporation shall be vested 

in a Board of Directors consisting of five persons appointed by 

the President by and with the advice and consent of the Senate. 

The President shall designate one of such appointees as Chairman 

of the Board and chief executive officer and shall have the power 

at any time and from time to time to designate a,.\ ne•,v. Chairman 

from among the members of the Board. Of the five members of the 

Board, not more than three shall be me~bers of any one political 

party and not more than one shall be appointed from any F~deral ·t\ 

Reserve district. Each Director shall devote working time not 

I 

' 

other\vise required by the business of the United States principally 

to the business of the Corporation. Before entering upon his 

duties, each of the Directors so appointed and each officer of 

the Corporation shall take an oath faithfully to discharge the 

duties of his office. Nothing contained in this or in any other 

Act shall be construed to prevent the appointment and compensatic:1 
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as an employee of the Corporation of any officer or employee of 

the United States in an~ board, commission, indepe~dent esta~lish-

ment, or executive department thereof. Initially, two of the 

Directors shall be appointed for three-year terms, two for two

year terms, and one for a one-year term. Thereafter, upon the 

expiration of any Director's term, such Director or his successor 

shall be appointed for a three-year· term or until such Director's 

successor is appointed and qualified. Whenever a vacancy shall 

occur among the Directors so appointed, the person appointed 

to fill such a vacancy shall hold office for the unexpired portio~ 

of the term of the Director whose place such person is selected 

to fill. Directors, officers, attorneys, agents, or employees of 

the Corporation shall be subject t.o all provisions of law govet:"n

ing the conduct in office of employees of ·the Departments and 

Agencies of the United States Government. 

Sec. 5. The Corporation shall have power to adopt, alter, 

and USE? a corporate seal, \'lhich shall be judicially noticed; 1:o 

make contracts; to lease such real estate as may be nec~ssary for 

the transaction of its business; to sue and be sued, to complain 

and defend, in any court of competent jurisdiction, State or 

Federal; to select, employ, and fix the com:x~nsation of such 

officers, employees, attorneys, and agents as shall be necessary 

for the transaction of the business of the Corporation, without 

regard to the provisions of other laws applicable to t!1e employ

ment and compansHtion of officers or employc~s of the United 

States; to define the~ ir authority and duties, requ irt! bonds 0.;' 
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them and fix the penalties thereof, and to dismiss at pleasure 

::;uch officers 1 employees, attorneys cmd agon·t:;; and to prescribe, 

amend, anc1 repeal, by its Board of Directors 1 bylm·is, rules, and 

regulations governing the manner in which its general business 

may be conducted and the powers granted to it by lm·1 may be 

exercised and enjoyed, including the selec·tion of such executive 

officers not otherwise provided for herein, together with provisicn 

for such conuui ttees and the functions thereof, as the Board of 

Direc·tors may deem necessary for facili ta·ting its business under 

·this Act. The Board of Directors of the Corporation shall deter-

mine and prescribe the manner in which its obligations shall be 

incurred and its expenses allowed and paid. The Corporation shall 

be entitled to the free use of the United States mails in the 

same manner as the executive departtnents of the government. The 

Corporation may request and shall be entitled to receive from any 

board 
1 

con'.Inis sion, independent establishment 1 or e::-~ecu ti ve depart-

rr.ent of the government, including any field servi,ce ·th::~reof, 

information necessary for the conduct of the Corporation's 

I 
\ 

affairs. 'vi th the consent of any such board, conu:1is s.i.on, inde-

pendent establishment, or executive c18partmen·t, the Corpor2.tion 

may make use of services, facilities, officers, and employees 

t:hereof .:i. !l carrying out the provisions of this Act. 
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Functions of the Corporation 

Sec. 6. (a) In brder to achieve the pu~poscs of this Act, 

the Corporation is authorized and em;->mvered, upon such terms anc1 

conditions as it may determine, to provide financial assistance 

to any business concern: 

(1) · to enable such concern to finance facilities 

construction, conversion, or expansion, or the acquisition 

of equipment, plant, machinery, supplies, or materials; 

or 

(2) to provide such concern with vmrking capi·tal; 

or 

(3) to aid such concern in the payment of current 

debts or obligations. 

As used in this 1\.ct the term "business concern" shall mean any 

individual, corporation, company, association, firm, partnership, 

society, public authority, or other en·ti ty Hhich is engaged in 

the development, manufacture, supply, importation, exportatioR, 
• 1. 

procurement or production of good~ or services in the United 

States and which is deemed by the Board of Directors ·to be 

essential, by itself or as part of a larger industrinl grouping, 

to the achievement of energy self-sufficiency by the United 

States, or the long-term security of energy sources and supplies 

for th2 United Stntcs, and the term "financial assistance" shall 

mean the provision of loans, the furnishing of guarantees, the 

rurchase of capi. t:al stock, or any othc"!r adva!lce o:r:- extension of' 

funds or credit by the Corporati0n to a business concern. 
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(b) In providin~ financial assistance under subsection (a) , 

the Board of Directors shall determirie that equivalent financing 

is not available on similar ·terms from other sources. 

(c) No firiancial assistance may be provided under sub-

section (a) unless an application therefor has been submitted 

to the Corporation in such manner and containing such inforrnation 

as the Corporation may require. 

{d) Financial assistance provided by the Corpora·tion under 

subsection (a) may be made upon such terms, and subject ·to such 

restrictions, as shall seem to the Board of Directors to be 

commensurate with the needs of the recipient, and may be rene"l".·?ed 

or extended by the Board of Directors as it may determine. 

(e) Each loan made under subsection (a) shall bear interest 

at such rate as the Board of Direc·tors of the Corporation may 

determine, giving considerations to the need and capacities of 

the recipient as well as to the Corporation's need to sustain 

continuing operations out of returns on investment. 
I 

(f) Except as provided in subsection (9) hereof, all ioans 

or purchases of obligations under the foregoing provisions shall 

be, in the opinion of the Board of birectors, of such sound value, 

or so sE:cured, as to reascno.bly assure retirem2nt or repayment, 

and may be made or effected either directly or in coop~ration 

with bank~ or other lending institutions. Such loans may be 

nade directly upon promissory notes or by way of di~;cou>lt or 

rediscount~ of obliqation~> tcnc1c::ec1 for the pPrpo~;e. 'l'he Corpora-· 

tion, uncl:_;r ~;uch conditions as it sh<~ll prcE>cri..be, r.t.=:tv take ovnr 
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or provide for the administration and liquidation of any 

collateral accepted by it as security for such lo~ns. In no 

case shall the aggregate amount of &dvances made under this 

section to any one business concern or affiliated business con

Cefns. exceed at any one time 5 per centum of (1) the authorized 

capital stock of the Corporation plus (2) the aggregate principal 

sum of the obligations of the Corporation authorized to be 

outstanding. 

(g) To the extent of its paid-in-equity capital, the 

Corpora·tion may make high-risk loans or direct investments, or 

provide product price guarantees, which in the opinion of the 

Board of Directors will further the purposes of this Act. The 

Board of Directors shall create such reserves as may be necessary 

to meet contingent liabilities ·o;..,hich may be created under this 

subsection (g). 

(h) The Corporation shall be subrogated to the rights of 

any third party receiving payments of interest or principal out 

of funds provided by tho Corporation under a loan guarantee 

arrangement authorized hereunder. Guarantees of loans under sub

section (a) shall be subject to such further terms and concUtions 

as the Corporation may require to carry out thP. purposes of this 

Act. 

(i) Tho probable ultimate net cost of all contingent 

obligations of the Corpor~tion arising out of guarantees aut~orized 

hereunder shall be con;;idered financial a~>sistu.nc:c~ or corn.t''11itment~s 

fen: financial assistance for t:ho purpose of. computing the genl!C1l 
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funds of the Corporation available for use in carrying out 

the purposes of the Att. The Corporation shall set aside such 

contingency funds as the Board of Directors shall deem appropriate 

to meet contingent liabilities. 

( j) The Corporation may, in compliance 'd th applicable la':7s 

governing transactions in securities, .sell in public or private 

transactions all or any part of the co:rnnon or preferred stock, 

capital notes, bonds or any other evidences of indebtedness or 

ownership acquired by the Corporation pursuan·t to this section. 

Sec. 7. Subject to the terms and res·trictions of Section 6 

hereof, the Corporation shall be entitled to reply upon the 

reco:rnmendations of the Energy Resources Council, the Federal 

Energy Administration or the Energy Research and Development 

Administration, or their successors, in determining whether the 

provision of financial assistance to a business concern or any 

other act authorized hereunder, v1ill further the purposes of 

this Act. 

Sec. 8. In order to furthe~ the purposes of this Act, the 

Corpora·t.ion is authorized and empm·Tered, under such terms, condi-

tions 1 and restrictions as the Board of Directors may dE~termine, 

to make loans to, or contracts with States, municipalities and 

political subdivisions of States, to aid in fi~ancing projects 

authorized under Federal, State or municipal l~w. 

Sec. 9. (a) When the Board of Directors shall d.::!ternine 

that such action is necessary to achieve the purposes of t:his 

ll.c L 1 the Cor~)oration may create or or9ani zc subs id i.ary corpor<t U o:\~> 
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with such powers and authorities (not exceeding those of the 

Corporation) which may be required --

{l) to produce, acquire, carry, sell or otherwise 

deal in energy-related commodities and materials; 

(2) to purchase and lease land, purchase, lease, 

build, operate and expand plants, and purchase and 

produce equipment, facilities, machinery, materials, and 

supplies; 

(3) to lease, sell, or otherwise dispose of such 

land, plants, facilities and machinery in order to induce 

business concerns to engage in the foregoing activities. 

(b) The powers of every corporation created or organized 

under this Section shall be set out in a charter v..1hich shall be 

valid only \•7hen certified copies thereof are filed wi·th ·the 

Secretary of the Senate and the Clerk of the House of Hepresent.a-

ti ves and published in the Federal Register, and all amendrnents 

to such charters shall be valid only when similarly filed and 

published. No corporation created hereunder shall hc\\TE:! succession 

beyond the authorized life of the Energy Resources Finance 

Corporatio~, unless the life of such corporation is extended 

beyond such time of termination pursuant to an Act of Congress. 

Sec. 10. All rnoney!..~ of the Corporation not othc:c\·.r_Lsc 

employed may be deposited with the ~l'reasun:!r of United States 

~;ubj ect to check b~· c:w t:hori ty of the~ Cor~'or,;tion, or .i.n 2.ny 

Fcder<:d H~~;ervc hon1:, or mcty, by authoriz~d:ion of the Board of 
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Directors of the Corporation, be used in the purchase for 

redemption and retirern6nt of any notes, debentures, bonds, or 

other.obligations issued by the Corporation. The Federal Reserve 

banks are authorized and directed to act as depositories, 

custodians, and fiscal agents for the Corporation in the general 

performance of its powers conferred by this Act. 

Sec. 11. In order to enable the Corporation to carry out 

the provisions of this Act, the Treasury Department, the Comp-troller 

of the Currency, the Federal Reserve Boa:=d, Jche FedeJ.:-al Reserve 

banks, the Energy Resources Council, the Federal Energy 

Administration, the Interstate Co~~erce CoiTmission, the Energy 

Research and Development Administration, the Civil Aeronautics 

Board, the Securities anc1 Exchange Cormnis sion, the Federal Por.-;er 

Co~~ission, the Nuclear Regulatory Commission, the Internal 

Revenue Service, and all other executive departments, agencies, 

boards, commissions, and independent establishments of the 

Federal Government whether or not specifically enu~erated abov2l 

are hereby authorized and directed to make available to the 

Corporation, in confidence, such reports, records, or other 

information as they may have available relating to the condition 

of any applicant for financial assistance, or relating to 

individuals, association~ partnerships, or corporations whose 

obligations or securities are offered to or held by the Corpo:r3.

tion as security in connection with the furnishing of such 

financi~l assistance, and to make examinu.t:i.ons of such applica;1t:; 

for the conficlc~n tj al u~;~! of the Corporu.ti.on. Every e1pplicant. ~cor 
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financial assistance under this Act shall, as a condition 

precedent thereto, consent to such examinations as the Corpora-

tion may require for the purposes of this Act, and shall further 

consent that any reports of examinations of the applicant by 
.. 

constituted authorities may be furnished by such authorities to 

the Corporation upon request therefor. 

Sec. 12. (a) The Corporation is authorized and empowered 

to issue, and to have outstanding of any one time, notes, 

debentures, bonds or other obligations in the aggregate principal 

. amount of $100
1
000

1
000,000; such obligations shall contain terms 

as to ma·turi ty 
1 

redemption 1 priority and interest, and such other 

terms, as may be determined by the Board of Directors of the 

Corporation: Provided, That marketing arrangements for 

securities of the Corporation shall be made through the Federal 

Financing Bank, and the terms, time and ~arketing arrangements 

of any such offering shall be subject to the approval of the 
;·~ 

Secretary of the Treasury. 
I. 

(b) The Federal Financing Bank shall be authorized to ' 

purchase, and upon request from the Corporation shall purchase, ., 
the securities or other evidences of indebtedness of the ~' 

Corporation. The Federal Financing Bank nay, at any time, sell 

any such securities or evidences of indebtedness of the Corpora-

tion so acquired. 

(c) The notes, debentures, bonds, and other obligations 

of the Corporation --
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{1) may be secured by assets of the Corporation 

in such manner as shall be pr~scribed by its Board of 

Dir8c·tors; 

(2) subject to the provisions contained in sub

section {a) above, may be offered for sale at such price 

or prices as the Corporation may determine; 

(3) shall be available for purchase by foreign 

investors; shall be qualified for purchase by any 

Federally chartered or regulated cornrnercial ba.nk, savings 

and loan ~ssociation or mutual savings bank; and shall 

be eligible for purchase by the Federal Reserve Open 

Harket Commi·ttee and any Federal Reserve bank; and 

(4) shall be fully and unconditionally guaranteed 

both as to interest and principal by the United States 

and such guaranty shall be expressed on the face thereof. 

(c) In the event that the Corporation shall default in the 

payment of the principal of or interest on outstanding notas, 

debent-ures, bonds, or other such· obligations, the Secre·tary of 

the Treasury shall upon request by the holders of: such defaulted 

obligations pay the anount thereof, and there is hereby authorized 

to be appropriated out of any mdneys in the Treasury not otherwise 

appropriat8d a sum sufficient to pay such defaulted obligations. 

Thereupon, to the extent of the a~ounts so paid the Secretary of 

the 'freasury shall succeed to all the rights of the holders of 

such de fauJ. ted notes, c1cbcn turc~s, bond::.;, or otlw:r obligations 

of tho Cor~oration. 
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Sec. 13. The Secretary of the Treasury, in his discretion, 

is authorized to purchase any obli~ations of thn Corporation to 

be issued hereunder, and for such purpose the Secre·tary of the 

Treasury is authorized to use as a public-debt transaction the 

proceeds from the sale of any securi·ties hereafter issued under 

any general bond-issuing authority granted, and the purposes 

for which securities may be issued under any general bond-issuing 

authority heretofore granted are extended to include any purchases 

of the Corporation's obligations hereunder. The Secretary of 

the Treasury may, at any time, sell any of the obligations of 

the Corporation acquired under this Section. All red2mptions, 

purchases 1 and sales by the Secretary of the Treasury of the 

-obligations of the Corpora·tion shall be treu.tec?, as public deb-t 

transactions of the United States. 

Sec. 14. '£he Corpora·tlon, inclu<.:3ing its franchise, its 

capital, reserves 1 and surplus, and its income shall be exempt 

by any territory, dependency, or possession thereof, or by any 

State, county, municipality, or locRl taxing authority; except 

that any real property of the corporation slv.:ll be sn.hject to 

State, territorial, county, municipal, or local taxation to the 

same extent accoruing to its value as other real pror<:rty is 

taxed. 
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Sec. 15. In order that the Corporation may be supplied 

with such forms of notes, debentures, bonds, or other such 

obligations as it may need for issuance under this Act, the 

Secretary of the Treasury is authorized to prepare such forms 

as .sh~ll be suitable and approved by the Corporation, to be held 

in the Treasury subject to delivery, upon order of the Corporatio~. 

The engraved plates, dies, bed pieces, and so forth, executed in 

connection there\·Ti th shall remain in the custody of the Secre·tary 

of the Treasury. The Corporation shall reimburse the Secretary 

of the Treasury for any expenses incurred in the preparation, 

custody, and delivery of such notes, debentures, bonds, or 

other obligations. 

Sec. 16. When designated for that purpose by ·the Secret.ary 

of the Treasury, the Corporation shall be a depository of public 

money, except receipts from customs, under such regulations as 

may be prescribed by said Secretary; and it may also be employed 

as a financial agent of the Government; and it shall perform all 

such reasonable duties, as depositary of publ~.c mont'Y ,;nd 

financial agent of the government, as may he required of it. 

Obligatioris of the Corporation shall be lm·Jful investnents, ancl 

may be accepted as security, for all fiduciary, trust, and public 

funds the investn~2nt or deposit of Hhich shall be unde:::- the 

authority or control of the United States or any officer or 

officers thereof. 
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Sec. 17. (a) As used in this Section 

(1) 'l'he terJ-;o. "projr~ct" ll'.e;ans any purpose for 

vlhich financial assistance may be provided to a bu~;:Lness 

concern under this Act. 

(2) The term "Federal· agency" means any depart-

ment, agency or office of the United States Government 

including any independent regulatory agency. 

(3) The term "proceedings" shall mean all 

actions of a Federal agency, whether investigative, 

adjudicatory-or rule-making in character, which are 

required prior to the approval or disapproval of any pro-

jecL 

(b) 'rhe Corporation shall have t.he author-

i ty, in connection with the commitment or exten~c;ion of 

financial assistance to any business concern, to certify 

that the project to which such financial assistance is 

cormni tted or provided is of critical importance to th'~ 
' 

achievement of the purposes of ·this !>.ct. 

(c) The certification described in sub-

paragraph (b) above shall be issued by the Corporation 

only upon application therefore and then only after a 

satisfactory showing by the applicant that such certifica-

tion is reasonably necessary to assure the cxpeditiou~ 

completion of such project. 
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(d) Upon receipt of a certification pursuant 

to subparagraph (b) above, a busi~ess concern may present 

copies of the same to ~~y Federal agency which is required 

by law to approve or disapprove all or any portion of ·the 

project, or any other related actions of the business con

cern which are necessary to the initiation, development or 

completion of the project. 

(e) Any Federal ag·ency receiving from a 

business concern a certification authorized under subpara

graph (b) above shall forthwith cormnence all necessary pro

ceedings \•lhich may be required for the approval or dis

approval of all or any portion of the project, or of any 

actions of such business concern which as described in sub

paragraph (d) above, are related to a projec'c:, shall give 

such proceedings preference over all other questions 

pending before it, except other proceedings involving 

similar certifications, and sh~ll complete all such pro

ceedj,.ngs and render a decision \vi thin six months frcm ·the 

date of submission of the certification to such Federal 

agency. 

(f) With the approval of th2 Corporation, 

any Federal agency v:hich' receives a certific:.~tion provided 

under subparagraph (b) may agree with the business concern 

submitting the certification to extend the time for comple

tion of any proceeding, but only for the purpose of permit

ting the busin~~~~s concm:n to comply with requc~sts from the 

agency tor additional in [ormation concerninq tho~w a~;p2cts of 
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the project vlhich fall vli thin the jurisdiction of such agency. 

(g) The provisions. of other statutes of 

the United States notwithstanding, no F~doral agen~y shall 

disapprove all or any portion of a project unless it finds 

th~t there is clear and convincing evidence that the com-

pletion of such project would have adverse consequ2nces 

within the Federal agency 1 s jurisdiction \·!hich outweigh 

the public interest expressed in the purposes of this Act. 

The protestants in any Federal agency proceeding shall 

have the burden to prove that the consequences of an 

approval by the Federal agency of all or any portion of 

the project would be to this extent adverse. 

(h) Petitions for review of the Federal 

agency 1 s decision may be filed unc'J.er applicable la\·7, but 

only in the United States Court of 1\.ppeals for ·th2 District 

of Columbia. Such judicial review shall be given priority 

over other pending matters to the extent permitted ~y the 

Court's docket. 

( i) If any Federal agency shall fail to 

render a·decision within the time allotted in this section 

on a project as to which a certification under subparagraph 

(b) above has been obtained by a business concern 2nd duly 

subn1i ti.:ed to such Fec:eral agency, the record of nny procet.:~d-

ings in this matter shall be certified by such Federal 

agency to the Secretary of the 'f'rr.::-asury within 3 d;:q~; after 

the c~rcd of i. ts period for decision hercnnrh::r. 'rh0' 

I 

' 
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Secretary of the Treasury shall review the record and all 

other material and information he deems relevant, and may 

approve, modify cr disapprove the project in accordance 

with ·the public interest as defined herein. Projects 

approved by the Secretary of the Treasury pursuan·t to 

this subparagraph (i) shall be deemed final, and of the 

same force and effect as if approved by the Federal agency 

•;-;hich certified the record of its proceeding to the 

Secre·ta.ry of the Treasury. Final decisions of the 

Secretary of the Treasury pursuant to this subparagraph (i) 

shall be subject to review as provided by applicable law, 

provided, that petitions for review may be filed only in 

the United Sta·tes court of Appeals for the District of 

Colurnbia. Such judicial review shall be g·iven priori-t.y 

over o·ther pending matters and expedi·ted to the maximum 

extent permitted by the Court's docket. 

(j) Any decision on a projec·t by any Federal 

agency or the Secretary of the Treasury, whether or not 

pursuant to this section, shall thereafter be binding upon 

the agen6y as well as the business concern. Unless the 

statutory standards on which such decision is based shall 

be ·thereafter n:odified, amended or repealed, such Federal 

agency may not modify its rules, regulations or p~ocedures 

in such a wuy as adversely to affect the efficiency or 

econo;:1ic viability of a project \·Jhich lws pn:viou~~ly rec2ivcd 

approval by the Federal agency or the Secretary of the 

•rrc a:=; ury. 
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General 

Sec. 18. The Corpo~2tion shall·make and publish a 

quarterly report to the Congress stating the aggregate sums then 

outstanding as financing facilities, including a listing of the 

borrowers or recipients thereof and a brief description of the 

factors considered by the Board of Direc·tors in extending the 

facilities; such report shall also contain a detailed report on 

other activities of the Corporation, if any, authorized under 

Sections 6 and 7 of this Act. The report shall further show the 

assets and liabilities of ·the Corporation as a·t the end of the 

Corporation's fiscal quarter next preceding ·the date of the 

report, and the nurnber, functions and compensation of p2rsons 

e:r.1ployed by the Corporation at annual salary rates exceeding 

$1,500 per month. 

Sec. 19 • (a) The accounts of the Corporation shall be 

audited annually in accordance with generally accepted auditing 

standards by independent certified public accoun·tants or inde

pendent licensed public accountants certified or lic~nsad by a 

regulatory authority of a State or other political subdivision 

of the United States. The audits shall be conducted at the 

I 
' 

place or places where the accounts of the Corporation are normally 

kept. All books, accounts, financial records, reports, files, 

and all other papers, things, or property belonging to or in use 

by the Corporation and necessary to facilitate the audits shall 

bE~ made available t.o the person or persons conducting the aud:i.t:>i 

and full L1ci li t.ies for verifying transactions \vi th the balances 
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or securities held by depositories, fiscal agents, and custodians 

shall be afforded to such person or p~rsons. 

(b) The report of each such independent audit shall 

be included in the appropriate quarterly report submitted to 

Congress under Section 15 of this Act. The audit report shall set 

forth the scope of the audit and include such statements as are 

necessary to present fairly the Corporation's assets and liabili-

ties and surplus or deficit, with an analysis of the changes 

therein during the year, supplemented in reasonable detail by a 

statement of tr~e Corporation's income and expenses during the 

year, and a statement of the sources and application of funds, 

together with the independent auditor's opinion of those 

statements. 

Sec. 20. (a) Whoever makes any statement knowing it to be 

false, or whoever willfully overvalues any security, for the 

purpose of obtaining for himself or for any applicant any loan, 

or extension thereof by renewal, deferment of actionr or other-
I 

wise, or the acceptance, releasej or substitution of securfty 

therefor, or for the purpose of influencing in any way the 

action of the Corporation, or for the purpose of obtaining money, 

property, or anything of value, ·under this Act, shall be 

punished by a fine of not more than $5,000 or by imprisonment 

for not more than b..ro years, or both. 

(b) Whoever (1) falsely makes, forges, or counterfeits 

any note, debenture, bond, or other obligation, or coupon, in 

.imitation of or pu:cportinq to be a note, debenture, bond, or ot.1w::.-



-21-

obligation or coupon, issued by the Corporation, or (2) passes, 

utters or publishes, or att.empts to pc:tss, uttf;-r or publish .. any 

false, forged or counterfeited note, debenture, bond, or other 

obligation, or 6oupon, purporting to have been issued by the 

Corporation, knm·ling the same to be false, forged or counter-

feited, or (3) falsely alters any note, debenture, bond, or 

other obligation, or coupon, issued or purporting to have been 

issued by the Corporation, or (4) passes, utters or publishes, 

or attempts to pass, u·t·ter or publish, as true any falsely 

altered or spurious note, debenture, bond, or other obligation, 

or coupon issued or purporting to have been issued by ·the Corpora-

tion, knowing the s<:nne to be falsely altered or spurious, or any 
I 

person who willfully violates any oth~r provision of this Act, 

shall be punished by a fine of not more than $10,000 or by im-

prisonment for not more than five years, or both. 

(c) \vhoever, being connected in any capacity with ·the 

Corporation, (1) embezzles, abstracts, purloins, or tdllfully 
I 

misapplies any moneys, funds, secur:i. tics, or other things of .' 

value
1 

whether belonging to it or pledged or othcndsc entrus·ted 

to it, or (2) with intent to defraud the Corporation or any other 

body politic or corporate, or any individual, or to deceive any 

officer, c:~uditor, or examiner of the Corporation, makes any 

false entry in any book, report, or statement of or to the 

Corporation, or, v;i thout being duly authorized, draws CJ.ny order 

or issues, puts forth or assigns any note, debenture, bond, or 

other obligution, or draft, bill of exchange, mortgage, judgment, 



-22-

or decree therof, or.(3) with intent to defraud, participate, 

share, receive directly or indirectly any money, profit, property 

or benefit through a.ny transaction, loan, cor..unission, con·tract, 

or any other act of the Corporation, or (4) gives any unauthorized 

information concerning any future action or plan of the Corpora

tion which might affect the value of securities, or, having such 

knowledge, invests or speculates, directly or indirectly, in the 

securities or property of any company, bank, or corporation 

receiving loans or other assistance from the Corporation, shall 

be punished by a fine of not more than $10,000 or by imprison

ment for not more than five years, or both. 

(d) No individual, association, partnership, or corpora

tion shall use the \·lords "Energy Resources Finance Corporation" 

or a combination of these v.;ords v1hich a cour-t of cornpeten·t juris-

diction shall find reasonably likely to mislead or deceive, as 

the name or a part thereof under which he or it shall do business. 

(e) The provisions of the United States Code, Title 18, 

Chapter 11, Sections 201 through 218, inclusi~e and Title is, 

Chapter 23, Sections 431 through 433, inclusive, as extended to 

apply to contracts or agreements with the Corporation under this 

Act, ~vhich for the purposes hereof shall be held to include 

loans, loan guarantees, advances, discounts, and rediscounts; 

extensions and renewals thereof; and acceptances, releases, and 

substitutions of security therefor. 
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Sec. ~1. 'l'he ri·ght to alter, amend, or repeal this Act is 

hereby expressly reserved. L f an:/ cJ Ct1.l~;e, SE:Tl t·.:::;nce, p:,_ra.gr~J..J:)h, 

or part of this Act shall for any reason be adjudged by any 

court of competent jurisdiction to be invalid, such judgment shall 

not affect, impair, or invalidate the remainder of this Act, but 

shall not be confined in its operation to the clause, sentence, 

paragraph, or part thereof directly involved in the controversy 

in v1hich such judgment shall have bec~n rendered. 

Termination 

Sec. 22. !Any other provision of this Act notwithstanding. 

(a) The Corporation shall make no cornmi tments for 

financial assistance after June 30, 1980, and shall after June 30, 

19 85, furnish no financial assistance pursuant: to commitTr:ents 

made or entered into on or prior to June 30, 1980. 

(b) After June 30, 1980, the Board of Directors of 

·the_ Corporation shall conunence all practical and reason2.ble steps 

to achieve an orderly liquidation of the Corporation's 0ffairs, 

to t.he ext.ent consistent v.ri th the purposes of this .i-\ct. .. on or 

prior to June 30, 1985. Such steps may include the sale or 

transfer tci any agency of the United States, or the sale directly 

to the public, including any business concern, of all or c.~.!1y 

portion of the Corporation's assets. 

(c) The authority conferred on the Corporation by 

this Act shall terminate on ,June 30, 19 85, or at such ca~clic1· 

date as the President of the United States shall detenninc, and 

upon such t.crminat:ion, all assets or liabilities of the: Corpo:r.;l tion, 
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direct, contingent or otherwise, shall become assets and lia-

bi.litie~::: of t:hc~ Unib~d Stc\tes. 

(d) The President may by Executive Order, extend the 

authorized life of the Corporation for additional three-year 

peri~ds· after June 30, 1985. 




