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MEMORANDUM OF THE CHAIRMAN

To Members and Ex-Officio Members of the Senate Committee on In­
terior and Insular Affairs National Fuels and Energy Policy 
Study, Pursuant to Senate Resolution Jfb (92d Congress'):

This report undertakes to describe congressional activity in the 
field of energy policy during the first 6 months of the 94th Congress.

During this period, more committees in both House and Senate 
were grappling with complex and controversial energy issues than 
ever before. While the legislative record is far from complete, it is 
already clear that the 94th Congress will make valuable contributions 
to the work of developing new energy policies commenced in the 93d 
Congress.

Because of the pace of congressional action, a report of this nature 
necessarily cannot reflect the latest developments. Since the end of 

significant progress has been made in moving major energy 
bills. The Senate, for example, has passed legislation creating the Na­
tion s first strategic energy reserves and legislation requiring manda­
tory fuel economy performance standards for new cars. The House 
has passed several major bills including legislation providing for the 
development of the naval petroleum reserves and legislation author- 
lzing a mandatory program to reduce gasoline consumption.
•nJ T t^P<>r!t.PrOrldeS Y?luabl1e background on these and other bills 
J rt^o. tV^ d\ d tha- k be Publisl>ed as a committee 
e^poficy stady partlclPat'"g “>tb" ^nal fuels and

Henry M. Jackson, Chairman.
(in)





LETTER OF TRANSMITTAL

The Library of Congress, 
Congressional Research Service, 

Washington, D.C., July £, 1975.
Hon. Henry M. Jackson,
U.S. Senate,
Washington, D.C.

Dear Senator Jackson : In response to your recent request, I am 
transmitting herewith a manuscript entitled “Highlights of Energy 
Legislation in the 94th Congress (through June 30, 1975).” This re­
view of the progress of energy legislation through June 30,1975, was 
compiled by Dr. Frances Gulick, Analyst in our Environmental 
Policy Division.

I am pleased that you have decided to issue this report as a commit­
tee print to bring it to the attention of the entire Congress.

Sincerely,
Lester S. Jayson, Director.
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HIGHLIGHTS OF ENERGY LEGISLATION IN THE 94TH CONGRESS 
(Through June 30, 1975)

Abstract and Introduction

The 94th Congress is deeply engaged in intensive consideration of a 
strategic national issue: What should be the size, substance and shape 
of a comprehensive energy policy for the United States ?

At midpoint in the first session, the new Congress had not only un­
dertaken a very substantial volume of legislative action but had also 
produced several distinctive approaches which may prove to be defini­
tive in shaping the character of the emerging national energy policy.

LEGISLATIVE ACTIONS

Half a dozen energy-related bills and resolutions had been enacted 
into law, two more were enacted but were vetoed, another dozen had 
been passed by one or both Houses, six more have been favorably re­
ported from committee, and four others were scheduled for Senate de­
cision before the August recess begins. (See Appendix I for a list of 
these and their status.)

Bills already enacted include the Tax Reduction Act (Public Law 
94-12) which repealed the long standing oil and gas depletion allow­
ance for major companies; approval of $50 million in supplemental 
funds for improved nuclear safety measures for the Nuclear Regula­
tory Commission (Public Law 94-18); and several measures to im­
prove the Nation’s railroad system and service (Public Law 94-5 and 
Public Law 94—25). Executive authority in national emergencies, in­
cluding authority for allocation of energy and other scarce materials, 
as provided under the Defense Production Act of 1950, was extended 
through December 31,1975, by Public Law 94-9.

Congress passed, but the President vetoed, a bill to control strip min­
ing and provide for reclamation of strip mined areas (H.R. 25/S. 7) 
and a bill suspending the President’s authority to impose oil import 
fees for 90 days (H.R. 1767).

Pending in conference when Congress left for the July 4th recess was 
another bill which provides Congressional review of Presidential deci­
sions to remove controls on oil (H.R. 4035 and S. 621) as well as ERDA 
and NRC authorizations for fiscal year 1976, and the transition, to­
gether totalling about $5.9 billion.

The House has passed a multipurpose energy bill (H.R. 6860) which 
includes a volumetric foreign oil import limit, tax incentives and dis- 
centives for industrial oil and gas conservation and a civil penalty for 
automobile firms in the event they do not comply with targets for im­
proved gasoline fuel efficiencies. Pending on the calendar for action 
after the July 4th recess is a companion bill (H.R. 7014) which in­
cludes standby emergency energy authorities, a quantitative limit on 
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how much gasoline can be used, limits on the use of oil and gas for in­
dustrial purposes, oil price decontrol and limitation, and provisions 
for national strategic petroleum reserves to be coordinated with the 
also pending H.R. 49 and H.R. 5915 on the same subject.

A number of Senate bills which have already passed that body and 
are now before the House contain provisions similar to those in H.R. 
<014, among them S. 622, providing standby energy authority, S 621 
which includes a price increase limitation. S. 1518, a motor vehicle in­
formation and cost savings act, and S. 323 to protect franchised dealers 
in petroleum products.

Ihe Senate has before it—in addition to the bills already passed 
and now pending in the House—five key bills which are on or ready for 
the calendar and four more which are being readied for markup and 
floor debate before the August recess.

These are the natural gas production and conservation act (S. 692) - 
a ‘Truth in Energy'’ act (S. 1883) ; an auto fuel economy act (S. 1883) • 
a bill to extend the Emergency Petroleum Allocation Act to March 1’. 
1976 (S. 1849), and the House multipurpose energy bill (H.R. 6860).' 
In addition to these, a Senate coordinating group for the Majority 
Conference has identified the following, not yet on the calendar but 
targeted for action before the August recess: S. 677 (S. Rept. 94-260) 
on strategic reserves, reported June 26,1975; S. 521 on the Outer Con­
tinental Shelf, S. 1777 on Coal Conversion, and S. 740 on a National 
Energy Production Board.

THREE DISTINCTIVE FEATURES

^he volume of activity alone is, of course, no true index of progress. 
1 he 93d Congress was no less involved with energy issues. Some 2,000 
energy-related bills and resolutions were introduced, over a thousand 
collective days of hearings were held, some 40 energy-related laws 
were enacted and several dozen more were passed bv one or both of the 
Houses.

What seems distinctive now, early in the first session of the 94th 
Congress is that recent action has produced several new approaches 
which may prove to be definitive in setting the direction in which the' 
new national energy policy will move—among them the adoption of a 
composite approach to energy policy, the repeal of the depletion al­
lowance for large oil and gas firms, and the emergence of the use of 
quantitative ceilings as a major management tool in restraining and 
reshaping energy demand.

The Composite Approach to Formulating Energy Policy.—Re­
sponding to the Administration's omnibus legislative package an­
nounced January 15,1975, Congress has begun to approach the complex 
collection of basic energy issues and their legislative options compre­
hensively. Among the several comprehensive Congressional proposals, 
the most prominent were the Congressional Majority proposals, a 
joint House and Senate economy-energy statement issued by the 
Democratic majority leadership on February 27, 1975. and a similar 
composite energy program announced by the Democratic members of 
the House Ways and Means Committee on March 3, 1975. (See Ap­
pendix II for a tabular summary of the main provisions of these Ad­
ministration and Congressional proposals.)



Repeal of the Depletion Allowance.—After sixty years in which 
this provision was a key factor in the U.S. petroleum industry's ex­
ploration, production and pricing1 policies. Congress repealed the 22 
percent depletion allowance in its entirety for all major oil and natural 
gas producers, identified as those producing more than 2.000 barrels 
of qd per day, or 12 million cubic feet of natural gas per day, post­
poning its abolition for independent companies who do not have retail 
outlets and produce less than these amounts, on a graduated schedule 
until 1984.

AA hile a number of major companies have announced that removal 
of the depletion allowance would require reconsideration and reduction 
in their capital investment plans, there is some indication that the re­
ductions would take place in projected capital ventures other than 
exploration and investment.

AA hatever the role of the depletion allowance has been in the past, 
its recent repeal clears the way for a fresh look at oil and other fossil 
fuel production incentives whose effectiveness as stimulants to in­
creased domestic production can be more easily measured and 
identified.

Quantitative Ceilings as a Major Energy Policy Management Ap­
proach.—Perhaps the most unique feature of the Congressional energy 
initiatives during this period has been the emergence of the use of 
quantitative limits as a major management tool in conserving energy, 
redirecting demand and stimulating increased production. This ap­
proach is a distinctive alternative to the Administration’s heavy reli­
ance on a market oriented approach.

Four key bills have incorporated quantitative control concepts of 
this type : The House Ways and Means energy bill. H.R. 6860, approved 
J une 19,1975, would place quantitative limits—subject to some flexibil­
ity—on the volume of crude oil and oil products which could be im­
ported. The complementary House Commerce Committee bill. H.R. 
7014. favorably reported on June 26, 1975. includes a quantitative 
ceiling on the volume of gasoline which may be consumed.

The Senate National Petroleum and Natural Gas Conservation and 
( oal Substitution bill, S. 1777, and the National Energy Production 
Board bill. S. 740. both of which have been targeted by the Congres­
sional leadership for floor action before the August recess, are oriented 
toward quantitative limitation concepts. The Coal Substitution bill 
would limit the number of oil and gas fired power plants and industrial 
boilers to those existing now and would require them to convert to coal 
by 1980; and require all new power plants and industrial boilers to be 
capable of burning coal and to convert to coal by 1985. The National 
Energy Production Board, to be patterned after the War Production 
Board of AVorld War II, would be charged with establishing quantita­
tive energy production goals and programs whose priority claims on 
scarce materials and capital would have the effect of placing quantita­
tive limits on all less essential claims on energy and materials.

None of these quantitative limitations necessarily require the im­
position of price ceilings, although price ceilings are also a feature of 
the Congressional alternatives, nor would they foreclose the options of 
how low or how high such price ceilings, if adopted, might be set.

AA'hat is unique is that these particular ceilings are set in volumetric, 
not percentage, terms. Even the long standing mandatory oil import 
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control program did not have limits fixed in quantitative volumetric 
terms. Ihe volumetric formula used in the mandatory oil import con­
trol program, m force between 1959-1973, was intended to limit U S 
imports to a more or less fixed proportion of U.S. production. A crude 
oil-oil products import level was set initially at a little over 12 percent 
of estimated U.S. consumption. After 1963, the quota was calculated 
at about 12 percent of U.S. production.1 However, the pressure of 
increasing U.S. demand for oil products coupled with flattening do­
mestic U.S. petroleum production induced exceptions and adjustments 
in the program to such a degree that by March 1973, just before the 
1 resident removed the mandatorv oil imports quotas, foreign crude­
product imports totalled 6.575.000 barrels a day (3.162,000& in crude 
and 3.413.000 in refined petroleum products) as compared with 
9,1j 5,000 barrels a day of crude from domestic production.2

Enactment of legislation setting a quantitative ceiling on oil imports 
would mark a major change in U.S. oil policy and require significant 
conservation in the use of oil and a shift to other fuels.

The quantitative ceiling on oil imports survived a strong effort to 
strike it out entirely in an early vote on June 10. and was approved 
as amended, by the House on June 19, 1975, but has still to be debated 
by the Senate.

These activities and selected related non-legislative events are sum­
marized in the following status report, under the general functional 
headings of:

I. Measures designed to reduce dependence on foreign oil 
imports.

IT. Measures to protect against interruptions in supply. 
TTI. Measures to restrain and redirect the use of energy. 
TA . Measures to increase energy supplies.

I. Reduce Dependence on Foreign Isiports of Oil

During the year and a half since the Arab oil embargo in mid-Octo- 
ber 1973. a consensus has been reached within Congress and the Admin­
istration that the country’s growing dependence on imports of foreign 
oil is undesirable, that it should be curbed and, hopefully, reduced.

This consensus on the broad objective, however, has not yet been 
matched with a concensus on means. The Administration believes that 
oil imports can and should be reduced through imposition of import 
tariffs, fees and/or excise taxes, coupled with removal of price controls 
on domestic oil and gas, relying on the higher prices to lower imports 
through lowered consumption. Higher prices would also serve, it is 
argued, to stimulate increased domestic production of not only oil and 
gas but alternative energy sources as well.

_ The Democratic proposals in general place more reliance on quan­
titative controls, through various types of import quotas and other 
energy management measures. Decontrol of oil and gas prices may be 
permitted, but only gradually and at a much slower rate than the Ad­
ministration desires.

During the first half of the 94th Congress there has been a great deal 
of legislative activity and debate on import tariffs, quantitative oil im­

1 The Oil Import Question, Cabinet Task Force on Oil Import Control. February 1970. 
p. 121.

2 Monthly Energy Review, Federal Energy Administration, February 1975, pp. 6, 8.



5

port controls and other management tools directed at reducing oil im­
ports. There has also been a great deal of debate on legislative action 
on oil and gas pricing policy but, as discussed in sections III and IV 
below, the debate has centered less on its role as a deterrent to imports 
than as a measure either to constrain demand or to stimulate increased 
domestic supplies.

A. OIL IMPORT TARIFFS AND OTHER FEES

Foilowing up on the Administration’s comprehensive energy plan,- 
formally announced January 15, 1975, and introduced as S. 594 and 
U.K. 2633 and H.R. 2650 on February 5,1975, President Ford imposed 
a $1 a barrel tax on imported oil, effective February 1, to rise to $3 in 
two additional $1 increases scheduled for March 1 and April 1,1975.

At the same time he stated that “I am prepared to use Presidential 
authority to limit imports, as necessary, to guarantee success” in reduc­
ing imports. Title IX of the Administration bill, directed at ensuring 
price stability should foreign prices fall, would provide specific author­
ity to use tariffs, quotas and variable fees to control imports as well as 
to establish a floor price for domestic oil.

Congress responded immediately with a bill, H.R. 1767, introduced in 
the House on January 20, 1975, to suspend for a 90 day period the au­
thority of the President under section 232 of the Trade Expansion Act 
of 1962, or any other provision of law, to increase tariffs or to take any 
other import adjustment action with respect to petroleum or petroleum 
products and to negate any such action which may be taken by the 
President after January 15, 1975.

The bill passed the House by a vote of 309 to 114, February 5, and 
was approved by the Senate February 19, by a vote of 66 to 28.3

It was vetoed by the President on March 5,1975, but only after he an­
nounced that in the interests of accommodation and to provide addi­
tional time for Congressional action he would postpone the additional 
$2 tariff on oil imports until May 1.

On April 30, he again announced a further delay in import fees until 
June 1 to give Congress further time to develop its alternatives. Sub­
sequently, as discussed in Section IV below, on May 27,1975, after Con­
gress had recessed without agreement on comprehensive legislation, the 
President announced the imposition of the next $1 fee on imported 
crude oil and $.60 on imported refined products, effective June 1.1975.

Meanwhile, a vote to attempt to override the veto was postponed 
while intensive committee review of the Democratic alternative pro­
grams went forward in both the House and Senate.

B. QUANTITATIVE OIL IMPORT CONTROLS

Two major omnibus alternative energy policy approaches were an­
nounced by members of the Democratic majority six weeks after the 
Administration’s program was announced. One entitled “The Congres­
sional Program of Economic Recovery and Energy Sufficiency, was 
announced by the Majority leaders of both House and Senate, Febru­

3 Action then pending on S.J. Res 12, Introduced Jan. 12, 1975. to prohibit for 60 days 
the imposition of tariffs, fee and quotas on oil Imports and the lifting of all price controls 
on domestic oil, reserving Congressional right to approve or disapprove within 30) days, 
was transferred to the calendar under subjects on the table Feb. 20, 1975.
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ary 27,1975; and the other was prepared by eight task forces made up 
of tlie Democratic members of the House Ways and Means Committee 
issued March 3, 1975.

The two proposals, although favoring quantitative controls as pref­
erable to increased import tariffs, differed on how, when and to what 
degree such controls would be applied.

'1 he most specific active legislative proposal mandating quantitative 
oil import controls is included in H.R. 6860, a clean bill reported from 
the Ways and Means Committee by the fairly close vote of 19-16, on 
Alay la, 1975, after a marathon, almost non-stop series of hearings and 
open mark-up sessions, beginning March 3,1975.

ith quantitative import control provisions stronger than those in­
cluded in H.R. 5005, originally introduced March 17, 1975, the pro­
posed legislation would impose’mandatory quotas on oil imports. These 
were set at 6.0 million barrels per day in 1975 and 1976. 6.5 million bar­
rels per day in 1977, 6.0 million b/d in 1978 and 5.5 million b/d there­
after. I hese levels are lower than the level of imports prevailing prior 
to the oil embargo and, together with a civilian strategic reserve and a 
program for standby emergency conservation measures, would, it was 
believed, provide adequate protection against an oil embargo.

As described in the Committee’s report (H. Rept. 94—221) : 
lour committee does not intend that these import quotas 

be an energy conservation measure in themselves. Rather, the 
levels of the quotas are designed to reflect the energy con­
servation and conversion measures elsewhere in the bill, and 
the purpose of the quotas is to make sure that all oil savings 
resulting from the conservation and conversion program are 
reflected in reduced imports. The President, therefore, is 
given the authority to vary the level of the quota. Because 
of the greater uncertaintv about the level of demand and 
domestic supply farther into the future, the President is given 
more flexibility in later years. The bill gives the President 
the authority to vary the basic quota bv up to one million 
barrels per day in 1975. 1976, and 1977, 1.5 million barrels 
per day m 1978 and 1979, and 2 million barrels per day in 
1980 and thereafter. If the quotas are at all restrictive to 
prevent oil importers from receiving excessive profits from 
the import licenses provided under the quota system and to 
allocate oil imports as efficiently as possible, import licenses 
are to be distributed through public auctions. Also, to ensure 
that users of imported fuel oil have time to convert to other 
energy sources, import restrictions for residual and distillate 
fuel oil are set at a minimum of 2 million barrels per day for 
the years 1^-1977 out of the overall quotas for those years.

Oil import tariff.—The bill imposes a tariff on oil imports 
of 2 percent ad valorem for crude oil and 5 percent ad valorem 
for petroleum products. 1 hese are approximately the levels of 

’^enS? feeS that were in effect “ January 1975
Art Th! P™™'?11 °f the Trade Expansion

e auth°rltyof the President to impose oil import 
tariffs or quotas under that Act (except in the case of war) 

terminated, but the President is given the authority to



increase the oil import tariff to 10 percent ad valorem or $1.00 
per barrel, whichever is higher. For a two-year period, how­
ever, the tariff on residual and distillate fuel oil is limited 
to 5 percent. Your committee believes that the tariff will be 
a significant conservation measure.

The Chairman of the Ways and Means Committee had intended 
to seek House passage before the Memorial Day recess, and floor debate 
had been scheduled for May 21 and 22, subject to clearance by the 
Rules Committee. The Democratic leadership decided on May 20th to 
postpone debate until after the recess, hoping to be able to consider 
the proposals jointly with the House Commerce Committee’s com­
plementary companion bill, H.R. 7014, not then reported from 
committee.

When it became clear that the House Commerce Committee would 
not be able to report H.R. 7041 in time for joint consideration, the 
House proceeded to consider the Ways and Means bill alone, in the 
general understanding that other complementary and supplementary 
measures wore pending in other committees, but scheduled for reason­
ably early debate. Specifically, in addition to the allocation, pricing, 
investment plowback, conservation, strategic reserves and standby 
emergency authorities included in H.R. 7041, there was also legislation 
pending which would enlarge non-nuclear research and development, 
deal with nuclear safety regulation and amend the Clean Air Act.4 * 6

General debate began June 9, 1975, under a rule. H. Res. 505. which 
permitted consideration of the more than 100 pending amendments 
title by title.

The" quantitative import quota provision came under attack almost 
immediately, with a recommendation that it be stricken entirely from 
the bill.’ The motion was rejected by a vote of 185 ayes to 224 noes, on 
June 10. 1975. and Title I was retained with a modification which in­
creased the ceilings permitted for 1979 from 5.5 million barrels a day 
to 6 million b/d, and for 1980, from 5.5 million b/d to 6.5 million b/d. 
The adjustment was based primarily on the prediction that, even with 
positive action to bring about substantial savings in consumption and 
positive incentives to increase domestic production, total domestic oil 
production was likely to at best remain at present levels but could still 
continue to decline as old fields went out of production faster than new 
fields could be brought into flow. The vote approving the increase, on 
June 11,1975, was 211 ayes to 200 noes and. at these levels, quantitative 
quotas were retained in the final bill which was approved on June 19, 
1975, by 291 ayes to 130 noes.

The Congressional Majority proposals, although favoring quantita­
tive import controls, were not specific about when, how, to what degree 
they should be imposed. Instead, authority to “recommend import 
quotas, allocations and even rationing in event of emergency” is to be 
given to a new National Energy Production Board. Described in the 
proposals as “the core of the recommendations,” it is intended to be 
an independent agency of the government patterned after the War 
Production Board of World War II and. “subject to Congressional 
review, would have authority and funding to break energy bottlenecks

4 See statements made during the opening debate. June 9, 1975, by Mr. Long, p. H5108-9,
;Mr. Ullman, n. H5118. and Mr. Preyer, p. H5137.

6 See section TV—K, for more details of the debate on this issue.
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and to take all actions necessary to accelerate the production of and 
conversion to domestic energy sources.” It would also oversee estab­
lishment of a national system of oil strategic reserves and storage.

The Senate Committee on Interior and Insular Affairs held hearings 
March 20 and April 14 and 15 on S. 740, a bill to establish a National 
Energy Production Board. As introduced, the bill does not mention 
control of imports or establishment of import quotas among the 
responsibilities and authorities to be vested in the Board.6

The bill is among eight measures targeted for Senate floor action 
before the August recess.

II. Protect Against Disruptions in Imports

The continuing heavy dependence on imported oil coupled with 
declining domestic production heightens the importance of reaching 
early agreement on and enactment of special measures to protect 
against another interruption of imports such as that produced by the 
Arab embargo. The principal measures designed to provide such pro­
tection which are under current congressional consideration are devel­
opment and production of oil from the naval petroleum reserves and 
standby allocation, rationing and other emergency energy conserva­
tion measures.

A. ALLOCATION AND RATIONING AUTHORITY

Standby emergency allocation, rationing and other emergency con­
servation legislation, closely circumscribed by elaborate Congressional 
review and veto rights, was passed by both Houses during the 93rd 
Congress, vetoed in March, 1974, reintroduced in April, and was «till 
being heatedly pursued when that Congress adjourned in late Decem­
ber 1974.

S. 622, which was approved by the Senate on April 10, 1975 by a 
vote of 60 to 25, contains rationing and other emergency energy con- 
servation standby provision virtually identical to the vetoed bill, as 
does Title I, Part A, of H.R. 7014, which was reported favorablv on 
June 24,1975 by the full House Committee on Interstate and Foreign 
Commerce. The Administration’s somewhat simpler alternative nro- 
posals are included in S. 594 (and H.R. 2650) as Title VIII The Demo 
cratic leadership plans to schedule H.R. 7014 for full House debate in

The petroleum allocation authority and resulting system mandated 
in the Petroleum Allocation Act of 1973, and administered by the 
federal Energy Administration, will lapse August 31, 1975 unless 
extended, as has been proposed in a number of bills. Section 122 of 
S 622 would extend the Act until March 1,1976, and other provisions 
ot the bill call tor substantial changes in the Act H.R. 7014 also 
includes several very substantial proposed revisions of the allocation 
authority, in Sections 304 and 401-404. S. 1849, a clean bill to extend 
the Emergency Petroleum Allocation Act of 1973 from its present ex­
piry date of August 31, 1975 to March 1, 1976, was ordered reported 
5J™1 the Senate Committee on Interior and Insular Affairs on June 23, 
1975 (S. Report 94-220).

• See section IV-C for further details.
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Tne President and FEA officials have repeatedly indicated their 
preference for dismantling the system set up under the 1973 Act 
and prefer to rely on fuels and materials authorities and systems 
created under the Defense Production Act of 1950, as amended. S. J. 
Res. 48, signed into law as Public Law 94-9 on March 21, 1975, 
extends that authority until December 31,1975.

The Administration and Democratic majority pending bills de­
scribed above are designed to limit the emergency stand-by authorities 
which would be confined to “specific temporary emergency actions.” 
These would be invoked either when there is “interruption in the 
supply of imported petroleum or as a result of Acts of God or sabotage” 
creating energy shortage conditions which threaten United States 
national security or when they are needed to fulfill obligations of the 
United States under an international agreement.

It is of interest, therefore, that other critical shortages are already 
emerging which, although scarcely definable as sabotage, Acts of 
God or embargo, may require the use of continuing allocation author­
ity. An immediate example is the impending shortage caused by reduc­
tions in Canadian oil exports to the United States.

Canadian oil exports to the United States have dropped from over 
one million barrels per day a year ago to about 800,000 barrels per day 
at present. A further reduction to 650,000 B/D on July 1 is being 
contemplated and Canada has announced that it intends to completely 
phase out oil exports to the United States by 1983. Assuming that this 
schedule will be followed, the Federal Energy Administration has 
begun preliminary planning for the allocation of Canadian crude sup­
plies as their availability becomes more and more limited.

As a part of its preliminary plan, FEA has asked that the public 
and industry present their views concerning the necessity for, and pro­
visions of, a Canadian oil allocation program. Specifically, FEA has 
asked for information on (1) the present degree of dependence of 
individual refiners and other industry on Canadian crude and the 
availability of alternative energy supplies; (2) projected future de­
pendence on Canadian imports and plans to meet refinery requirements 
in the event of a cut-off; (3) costs and practicability of reducing 
Canadian dependence by various means; and (4) analysis of the mar­
kets serviced by the refiners involved, including access of consumers to 
alternate energy sources. A public hearing was held May 14th.

B. NATIONAL STRATEGIC PETROLEUM RESERVES

A logical counterpart to continued dependence on oil imports, even 
at a decreasing rate, is the creation of some kind of strategic reserve 
capability to be drawn on in the event of serious interruption or 
depletion of supply. In the United States the petroleum industry has 
in the past maintained inventories of less than 40 to 50 days supply 
to deal with seasonal demands and operating requirements. However, 
this is only normal working inventory and cannot by any means be 
said to constitute a reserve capability.

In developing a reserve capability ‘ there are two basic options open: 
Oil can be bought and stored in salt domes and tanks or developed in 
place and then shut in, to be drawn on when needed.

The most far reaching proposals introduced in the current Congress 
to provide this capability are those in Titles I and II of the Adminis-

55-002—75------2
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^M11 H 2650,)- Elk Hills Naval Petroleum Reserve
(A 1 K No. 1) in ( aliforma, would be opened up for production under 
Navy control. It is believed production could reach 160,000 barrels ner 
day in 1975 and 300,000 barrels per day by 1977. The oil produced 
would be used to top off Defense Department storage tanks with the 
rest sold or exchanged for refined products used by DOD. Surplus 
revenues would be used to finance further exploration, development and 
production of the reserves, particularly NPR No. 4, a 24-million acre 
tract in Alaska, with at least 20 percent of production earmarked for 
military needs and strategic storage.

Military storage facilities maintaining a reserve of 300 million bar­
rels and civilian stored reserves of up to one billion barrels of oil are 
projected. Production surplus to this amount would be available for 
sale m the civilian market. It is expected that NPR No. 4 would be able 
to produce a minimum of 2 million barrels per day by 1985, which 
" O’pd allow about 1,600,000 barrels a day for civilian consumption. In 
addition, the President would be authorized to require domestic im­
porters or refiners to maintain stored petroleum reserves at levels to be 
determined by the President.

Two competing and conflicting House bills were pending on the 
House Calendar at the time of the July 4th recess. Debate is scheduled 
tor the second week in July.

49’ roPorted from the Committee on Interior and Insular 
Affairs by a unanimous vote on March 18.1975. would provide for the 
development of national petroleum reserves, (including all or Dart of 
naval petroleum reserves), and would transfer administrative author­
ity over all four naval reserves from the Navy Department to the In­
terior Department (No. 1—Elk Hills: No. 2—Buena Vista Hills, in 
Kern County Calif.: No. 3—Teapot Dome, Myo.: and No. 4—on the 
North Slope of Alaska).

The bill would authorize the Interior Department to establish na­
tional petroleum reserves on federal public lands (exclusive of Na­
tional parks. National wildlife refuges, wild and scenic river areas, 
national wilderness areas and Alaskan lands not included in the No. 4 
Naval Petroleum Reserve) and would allow the Interior Department 
to prepare plans for the development and production of oil and gas on 
the national reserves, excluding the No. 4 Alaskan reserve.

The plan would become effective within 60 days unless either House 
vetoed it, or took no action. The Secretary of Interior would be re­
quired to consult with the Secretary of Defense before including all or 
part of any naval petroleum reserve in a national reserve.

The bill would also allow the Interior Department to contract to sell 
oil and gas produced from the national petroleum reserves and to 
explore for oil and gas in the naval petroleum reserve in Alaska, but the 
Secretary would be barred from any development or production of 
this reserve without express authorization from Congress. Independ­
ents would have equal contract opportunity.

The Committee on Armed Services requested and received sequen­
tial referral of H.R. 49. The Committee reported its own bill (H.R. 
5919) in the form of a substitute to H.R. 49 by a vote of 28 to 3 on 
April 18, 1975. I he Armed Services bill would allow the full explora­
tion. development and production of U.S. naval petroleum reserves, 
and would place the revenue derived from the production in a special
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fund to be applied to the petroleum needs of the Department of Defense 
and for the establishment of a study group to investigate the feasibility 
of creating a military National Strategic Petroleum Reserve. The 
measure also provides for the production of petroleum reserves for a 
period not to exceed three years, at a rate not to exceed 200,000 barrels 
per day. All oil produced from these reserves would be sold or ex­
changed for the exclusive use of the military.

Production authorization for Elk Dills would be conditioned upon 
the Secretary of the Navy reaching an agreement with the private 
owner to continue operation of Elk Hills under a unitized plan con­
tract.

In its report, the Armed Services Committee stated that our national 
security requires the assurance that U.S. Armed Forces have enough 
fuel to supply their needs in time of national emergency of war and 
that the reserves must be “completely protected from depletion before 
any alternate oil sources in them may be established.”

Initially scheduled for floor debate April 29.1975, H.R. 49 and H.R. 
5919 were withdrawn pending completion of the Ways and Means and 
Commerce comprehensive energy bills.

As reported by the House Committee on Interstate and Foreign 
Commerce, Title II, part B of H.R. 7014, would establish a National 
Civilian Strategic Petroleum Reserve of one billion barrels of petro­
leum products and create as part of such a reserve an Early Storage 
Reserve of 150,000,000 barrels of petroleum products to protect against 
near-term disruptions of imports. The President is directed to prepare 
a plan incorporating these features and to submit it for Congressional 
review and approval. Drawdown of these supplies would be permitted 
only if the President determines it necessary due to a severe supply 
interruption. Import restrictions would not apply to any products pur­
chased for storage in the Reserve, a provision confirmed in H.R. 6860, 
the Ways and Means bill.

The Senate Interior and Armed Services Committees have held 
joint hearings on proposals to develop Elk Hills and the Administra­
tion’s storage proposal. S. 677. a bill to establish a system of strategic 
petroleum reserves—civilian, military and industrial—was ordered 
reported from the Senate Interior Committee on June 13, 1975, and 
is scheduled for floor debate in July. The National Energy Produc­
tion Board, which would be created by S. 740, is authorized and 
directed to prepare and carry out a Naval Petroleum Reserves Develop­
ment and Production Program for NPR’s 1, 2, and 3 and an Alaska 
Naval Petroleum Reserve Exploration (but not development) Pro­
gram, covering NPR 4. to be submitted for Congressional review with 
the right to disapprove.

III. Restrain and Reshape Energy Demand

There is general agreement between Congress and the Administra­
tion that in the immediate and near term, major savings must come 
from voluntary or mandatory efforts to restrain consumption of pe­
troleum and petroleum products and to encourage, or order, conversion 
to other forms of energy.

However, there is no similar agreement on the means to be used. 
The Administration’s energy-conservation proposals rely primarily on 



12

higher prices, jawboning for voluntary compliance, modest subsidies 
for building and industrial conservation efforts and relaxation of auto 
emission and other clean air requirements. In general, the various 
House and Senate bills which have been reported out or are in markup 
reflect a preference for specific incentive and disincentive taxes and 
subsidies for specific conservation targets plus selected mandatory con­
servation measures.

The following sections summarize briefly some of the legislative and 
other action to date on (a) pricing as a demand constraint; (b) re­
straining consumption of gasoline; (c) improved auto fuel efficiency 
measures; (d) modification of buildings to conserve energy; (e) con­
version to coal to save oil and gas; (f) other industrial conservation 
measures; and (g) encouragement and improvement of mass transit 
facilities to conserve gasoline.

A. PRICING AS AN ENERGY DEMAND CONSTRAINT

A key feature of the Administration’s overall energy policy ap­
proach is the claim that higher oil and natural gas prices are not only 
necessary to encourage increased production of domestic supplies, but 
are also the best means to bring about reduced consumption of petro­
leum products. The energy conservation function is discussed briefly 
in this section; price-related actions intended to encourage supply are 
treated in Section IV.

On June 1. 1975, the Administration’s previously announced second 
$1 per barrel fee on imported oil took effect, raising the total to $2 a 
barrel on crude oil imports, with a $0.60 fee per barrel on imported 
refined products. This has the effect of increasing the acquisition cost 
to domestic refiners of crude imports by an equivalent amount. In addi­
tion, the President has submitted draft tax legislation which would 
place an excise tax of $2 per barrel on all domestic crude oil (the price 
of which is to be decontrolled entirely over a period of two years), an 
import fee of $2 on all imported crude oil and petroleum products “to 
help reduce the demand for oil,” and a 37-cent per 1.000 cubic feet ex­
cise tax on natural gas, the wellhead price of which would also be 
deregulated. (See Section IV-B-4 for further details.)

The Administration has claimed a dampening of demand is already 
occurring, although by the end of April the full impact of the first 
$1 import fee was not yet reflected in the refiners acquisition cost. (This 
is because not all foreign oil purchased and reported to FEA in a given 
month actually enters the country in that month. Import fees are only 
incurred by refiners when oil physically enters the country in that 
month.)

It is too soon to judge whether oil and oil product demand will be as 
responsive to additional rises in price as the Administration believes 
it will be, and in any event it is extremely difficult either (a) to sepa­
rate out the dampening due to the recession or (b) to calculate what 
the otherwise unrestrained level might have been, a free floating sta­
tistical exercise which has been undertaken in connection with all the 
omnibus proposals.

A comparison of the levels of consumption for imported crude over 
the past several years, during periods of price increases much sharper 
than would result from the President’s program, does not provide 
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much encouragement that price alone can reduce L.S.
shown in the following table, imports of crude which were 2,046,0* 0 
barrels a day in January 1972, when the posted price was $2.48, rose 
to 3,740,000 b/d in October 1973. after two price increases to $3.12. 
Once the embargo imposed in mid-October 1973 was lifted in Apii 
1974. consumption rose to more than the pre-embargo level. In October 
1974. at refiners import acquisition prices of $12.44—an import price 
level which had been sustained for nine months—crude imports 
totalled 3.936,OOOb/d. In December 1974, crude imports were still high, 
3 964.000 b/d at a price of $12.82 per barrel. At the end of February 
1975 crude imports had risen slightly to 4.061,000 b/d. at a refineis 
import acquisition price of $13.05, and eased to 3,837,000 b/d in Marc i.
OIL PRICES OIL IMPORTS (CRUDE AND PRODUCT) TOTAL U.S. OIL PRODUCTS CONSUMPTION, U.S. CRUDE 

PRODUCTION JANUARY 1972 THROUGH MARCH 1975 (SELECTED MONTHS 1972, 1973)

[In thousands of barrels of oil per day)

Year and month

Imports, 
price per 

barrel1

Domestic, 
uncontrolled 

well head 
price

Imports, 
crude

Imports, 
refined 

products
Total oil 
imports

Total US. 
consump­

tion oil 
products

U.S. crude 
production

1972-January------------- $2.48 2,046 2,721 4,767 16,735 9,114

1973: 
August............ 3.07 3,593 

3.740 
3, 452 
2.891

2,913 
2 785

6.906
6,525

17,414
17.095

9,161
9,172

October................ 5.1Z 3^412 
3,055

6 864 18 434 9. 144
November.......... ..
December_______

5.18 
,5.04 5,746 17,429 9,041

1974:
January............ ..
February.................
March......... ............

April.......... ---------- 
May........... -----------

June.......... ..............

9.59 
12.45 
12.73 
12.72 
13.02 
13.06 
12.75
12.68 
12.53 
12.44 
12.53 
12.82

$9.82
9.87
9.88
9.88
9.88
9.95
9.95
9.98

10.10
10.75
10.90
11.08

2, 382 
2, 248 
2.462 
3,267 
3.908 
3,925 
4 091

2.973 
2,973 
2,753 
2.703 
2,454 
2.218
2.140

5,355 
5, 221 
5,215 
5,970 
6.362 
6,143 
6,231

17,270 
17.371 
16,045 
15,919 
15,740 
16,191 
15,853

8,907
9.156 
8,950 
8.952
8. 903
8. 777 
8.698

July____________ 3 924 2.781 6.205 15,803 8.717
August__________
September............ 
October..................  
November......... ..
December...........

1758
3.936
3.997
3,964

2,180
2,361 
2,581 
2,623

5,938 
6.297 
6,578 
6,587

16,318
17,121
17.129
17,588

8, 622
8, 651
8, 458
8, 471

1975:
January............. ..
February________
March.....................
April __________

12.77
i 13. 05

13.28
13.28

11.28
11.39
11.47

211.57 .

3.934 
4,061 
3.834

2.324
2,136
1,938

6,298
6,197
5,772

17.425
17.338 
16,635

8, 577
8, 496
8, 394

May.................... .. 213.11
June

i Beginning in 1974, includes fees and transportation to refineries.
2 Preliminary.

Source: FEA publications.

It should also be noted that during the same period prices of domes­
tically produced crude oil which could be sold on the free market rose 
rapidly, within the framework of a two tier price system which al­
lowed “stripper well”, “new” oil and “released” oil to be exempt from 
price control.7

7 Production of crude petroleum is subject to three basic price rules : (1) Monthly pro­
duction up to the level of 1972 is conrolled at a price of abot Su 25 per barrel Crude 
petroleum determined under this rule is termed “old ” f2l Production over the ievel of 
1972. termed “new” oil. and production from wells yielding 10 barrels or less a day. termed 
“hrinner well” oil. are not price controlled and can be sold at the existing market Price. 
(31 For each barrel of new oil that is produced in a given month, a like amount of the 
old oil production for the month is released from price controls, and hence is called 

■“released” oil.
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By January 1975 the price of uncontrolled domestic crude (which 
h $11 < nlv 0,H tbbd °f Prod^tion) had risen

l V b the .reP°rted import price at that time of 
SU 63, before the imposition of the first $1 import fee.
1 i 1Si ^‘PoUaiit to look at these prices not solely in terms of their 
Veml’ei lru rel^tlO2} ‘P’aiitities of crude oil involved: In 

viK ^J4’ Aspite the dampening effect of slack economic acti- 
Wj T”d en0l,^h so that refiners were wi i rn to and

™ minion b/d ofmcs.n ami o,964.000 b/d of imported oil—at the hi«rh nrices ahv ulv 
pi evading for uncontrolled domestic oil and imported crude ‘

This was a mi lion barrels a day more than the total amount avail 
cr^ifi^u 1^ fro“ suPP]?«s controlled domestic

. .. ■? mil lion b/d at the ceiling price of $5 25

crude supplies still under price control. ‘ aCCeSS to the

15. RESTRAINING CONSUMPTION OF GASOLINE

Of oil per day and being consS iars vb L> "•°'‘ ban'els

atV- o elaS<> ^"encies as 14 mpg and 1975 model rear efficiency at Io.9 mpg. a 1.3.5 percent improvement in 1 year ' efficiency

debate. H‘H K<1 fo1 O1 bau> alreadY b«'n subjected to floor

Proffrani." tlOn B f°r ad<1,tioiial details on this use of the ‘-Old on Entitlement 

b.v EPA. defined as* the* average'm°del year, as calculated 
ng into account the number of cars ”” 1 i\/\, Ki'en model year, tak-

I’rotechon Agency. -‘A Report on AutonJtk^U^n^
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One active bill dealing head-on with the issue of restraining gasoline 
demand is H.R. 7014, which has been reported by the House Interstate 
and Foreign Commerce committee and is scheduled for floor debate in 
July.

Title IV. Part A contains a series of amendments to the Emergency 
Petroleum Allocation Act of 1973, including a ‘‘Mandatory Gasoline 
Allocation Savings Program” which requires that gasoline consump­
tion be restricted to 1973-1974 levels and that no growth in gasoline 
consumption above these levels be permitted for three years. In addi­
tion, the President is given discretionary authority to further reduce 
gasoline availability by 1 percent increments if such reductions in con­
sumption can be achieved consistently with the objectives of the Emer­
gency Petroleum Allocation Act of 1973. This is intended as an interim 
measure imposed until conservation measures become effective in re­
ducing consumption.

A Retail Distribution Control Measures Amendment provides a 
mechanism designed to minimize any motorist inconvenience which 
might possibly arise from the Mandatory Gasoline Allocation Savings 
Program and assure gasoline availability during non-business work­
ing hours.

Another provision, the Direct Controls on Refinery Operations 
Amendment and Inventory Controls Amendment, would provide the 
President with additional' authorities he may require to manage the 
Mandatory Gasoline Allocation Savings Program.

The Ways and Means bill. HR 6860. in Title II, had originally pro­
posed approaching this particular task somewhat less directly, using 
a tax incentive-disincentive system to encourage reduced use of gaso­
line. As described in the Committee Report:

The bill imposes a gasoline tax of 3 cents per gallon be­
ginning next year and provides that if gasoline consumption 
increases over the record 1973 level, an additional 5 cents per 
gallon (with a 20-cent maximum) will go into effect for each 
one percent by which consumption exceeds the 1973 level. 
Thus, if voluntary conservation and the effect of price in­
creases for gasoline which have already taken place do not 
restrain the growth of gasoline consumption, additional re­
straint will automatically be provided through the imposi­
tion of a gasoline tax. The gasoline tax can be expected to 
have some effect in discouraging driving in the short run and. 
in the longer run, encourage persons to live nearer their place 
of employment or to make greater use of mass transit. How­
ever, the principal impact of the gasoline tax will be to work 
in conjunction with the auto efficiency tax to encourage the 
shift to smaller, more efficient cars.

In order to offset the adverse effect on the overall economy 
of a gasoline tax. which generates revenues of approximately 
$1 billion for each one cent of tax. and to offset the impact of 
higher gasoline prices on individuals who consume the aver­
age amount of gasoline, a tax credit is provided for tax in 
excess of the first 3 cents. The credit offsets approximately 
two-thirds of the average amount of gasoline tax paid when 
the tax is fully effective, and other credits and exemptions 
increase the offset to 80 percent of the gross tax. The general
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credit for personal use of gasoline is in the form of a refund­
able income tax credit equal to the tax on 40 gallons of gaso­
line a month (480 gallons a year) to each individual age 16 
or over. The credit will be reflected in income tax withhold­
ing. By the use of this tax credit, the deterrent to gasoline use 
created by the gasoline tax is retained because the tax credit 
is independent of the amount of gasoline purchased. Your 
committee believes that this current refundable credit ap­
proach will offset any adverse effects on the economy gener­
ally that a tax increase of this magnitude might otherwise 
have and that making the credit independent of the amount 
of gasoline purchased is simpler and more efficient than a 
system of rationing or of a basic tax exemption usin^ 
coupons.
• exemptions are also provided for certain types of
individuals who must rely on the use of automobiles far more 
than the average, such as migrant workers or construction 
workers who must work at a variety of jobs during the year 
farmers, tax-exempt educational, charitable, and religious 
institutions and State and local governments are exempt from 
the gasoline conservation tax as they are under the present 
gasoline tax. Commercial aviation is exempt from the tax 
and taxicabs are given a credit equal to three-quarters of the 
possible 20-cent increase if they permit shared ridership. The 
impact on the possible 20-cent increase on business generally 
also is reduced by providing a tax credit equal to 50 percent 
of the tax. (Businesses may deduct the other half of the tax.) 
i savln£s from the gasoline tax is estimated to be

mi“lon barrels a day by 1985. Your committee believes 
that unless further mandatory or voluntary conservation ac­
tions are taken, a 5-cent increase in the gas tax will be trio-- 
gered in 1977, followed by a 10-cent increase in 1978, and the 
final 5-cent increase in 1979.

Title II was stricken in its entirety from the bill, on June 11, 1975, 
Ty a vote of 209 to 187, in the initial round of votes. Its legislative 
history, however, particularly the rationale presented for the exemp­
tions from the tax, may be of interest in the event end-user gasoline 
i aliening may be considered to be necessary.

Another provision of H.R. 6860 directed at conserving gasoline is a 
thePrcsent excise tax ™ radial tires. Radial tires improve 

the mileage obtained by automobiles by between 3 and 5 percent but 
they are more expensive than other types. To reduce the price’dif- 
ferential and encourage greater use of these tires, the bill repeals 
pe? tiXT11 eXC1Se °f 10 CentS per P°Und °n radial tires (about $3-00

On June 13.1975. the House approved by a standing vote of 73 to 31 
M f° Whlch would Provid" a tax credit of up
to $7u0 (25 percent of the first $3,000 cost) for the next three years 
to those who buy electric cars for highway use. It was argued that this 
vould help sell nO.OOO vehicles that “guzzle no gas”.

The President has strongly and repeated! v rejected the use of either 
rationing or a gasoline tax as a means of restraining the use of gasoline 
lelymg on voluntary cooperation and somewhat higher prices for 



gasoline, caused by a pass-through of his import and excise fees, to 
produce the savings of 450,000 barrels of oil equivalent in gasoline he 
hopes to achieve by the end of 1975.

Early in June, the Federal Energy Administration received, and is 
now studying, a 12 volume, 3,000 page government task force report on 
gasoline rationing, outlining a contingency rationing plan which 
would provide about 40 gallons of gasoline a month for every licensed 
driver, available by presentation of transferable coupons. The task 
force estimated rationing could be fully operational within 90 days of 
a decision to go ahead. The program would cost an estimated $400 
million to launch, would require 93.000 employees to administer, at an 
estimated annual cost, once put into effect, of nearly $2 billion. The 
task force recommended that price controls be imposed at all levels to 
prevent windfall profits accruing to the oil industry.10

C. IMPROVED AUTO FUEL EFFICIENCY

A promising area for substantial gasoline savings without sacrificing 
mobility appears to be in retooling car designs to obtain greater mile­
age per gallon of gasoline. Allowing for gradual attrition and junking 
of old models—and no net increase in total number of cars—a require­
ment that all new models be built to run 24 miles a gallon could cut 
gasoline consumption in half by 1985 without drastic change in life 
styles.

Among the various legislative proposals under current consideration,, 
the strongest is found in S. 1883, reported from the Senate Commerce 
Committee on June 5,1975.

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

The new Title V of the Motor Vehicle Information and Cost Savings 
Act would establish a mandatory fuel economy standards program 
within the Department of Transportation. The 1980 goal of the pro­
gram would be to increase by 50 percent over 1974 models the average 
fuel economy of new passenger automobiles manufactured for sale in, 
or imported into, this country. A 100-percent improvement would be 
the goal for model year 1985.

The effect of this would be to establish mandatory standards of 21 
miles per gallon bv 1980 and at least 28 miles per gallon bv 1985. Cal­
culations bv the Department of Transportation of the likely impact 
of the standard mandated bv S. 1883 are savings of 225.000 barrels per 
day in 1977 relative to 1975, 790.000 per day by 1980 and more than 
2,000,000 by 1985, This latter figure is roughly one-third of current 
crude-plus-product imports and the equivalent of about the entire 
anticipated flow of oil expected from the Alaska Pipeline.

The Secretary of Transportation would be authorized, with the con­
sent of Congress, to adiust the 1980 and 1985 goals up or down to the 
maximum feasible levels. A mandatorv fuel economy standards pro­
gram would also be established for light duty trucks, but light duty 
trucks would not be subject to the 50- and 100-percent improvement 
goals for model years 1980 and 1985. Standards for these vehicles 
would be set by the Secretary of Transportation at maximum feasible 
levels.

10 As reported in the Washington Post, May 30,1975.
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The standards would apply to a manufacturer’s average annual pro­
duction. leaving the manufacturer maximum flexibility to meet the 
standards. Civil penalties would be imposed on manufacturers who fail 
to achieve these standards, but these penalties could be waived or modi­
fied. A fuel economy labeling program for new cars and new light duty 
trucks would also be required.

The new title VI of the Motor Vehicle Information and Cost Sav­
ings Act would create an automotive research and development pro­
gram within the Department of Transportation, coordinated with the 
Energy Research and Development Administration (ERDA) to 
develop production prototypes of advanced automobiles which would 
have high fuel efficiency while complying with Federal requirements 
with respect to emissions, safety, and any other requirements. This 
program is designed to develop, from the ground up, automobiles that 
meet all government requirements in the most economic way.

The House Commerce Committee bill, H.R. 7014. contains strong 
incentive-disincentive provisions, similar to those in S. 1883, aimed at 
increasing auto fuel efficiency.

Part A of Title V. of H.R. 7014, calls for mandatory automobile fuel 
economy standards. Each manufacturer’s average fuel economy for all 
of his production (including imports) in a model year must meet the 
following standards:
Model year:

1978
1979 __
1980 __
1985 __

Miles per 
gallon

18.5
__ 19.5
__ 20.5
__ 28.0

Standards for model years 1981-84 are set administratively by the 
Secretary of Transportation. The standard for 1985 may be modified 
administratively, subject to Congressional veto.

Standards are required to be adjusted downward to reflect any de­
crease in fuel economy which results from more stringent motor vehicle 
emission standards.

A one-half miles per gallon (mpg) margin of error is provided for. 
thus not penalizing a manufacturer who misses the standard by less 
than y2 mpg. If a manufacturer exceeds the standard by more than y2 
mpg. he is permitted a one-year carry back or carry forward or both"

Violations of the fuel economy standard subject the manufacturer to 
a civil penalty of $50 per unit of automobile production in the model 
year times the number of miles per gallon by which the manufacturer 
misses the standard.

Trucks and multipurpose vehicles are not included in determining 
the manufacturer’s average fuel economy; however, DOT is directed 
to establish separate standards for these vehicles.

Fuel economy labeling of automobiles is required.
These provisions have been approved, as Section 311 of Title III of 

the Ways and Means bill, H.R. 6860, and were approved as a substi­
tute for the original provisions by a vote of 306 to 86.

As originally proposed, in H.R. 6860, an auto efficiency tax was to 
be imposed on any U.S. auto manufacturer or importer whose new auto 
fleet averages less than 18 miles per gallon (mpg) in the 1978 model 
year. 19 mpg in 1979, and 20 mpg in 1980. The tax itself was to be 
2 percent of the manufacturer’s sales price on cars that are up to 1 mpg 
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below the standards and was to be applied at higher rates to less 
efficient cars.

The Committee had considered heavier taxes on fuel-inefficient 
automobiles, as well as the possibility of providing tax credits for fuel­
efficient cars. It decided not to impose a heavier tax because of the 
-danger of a major loss of jobs in the automobile and related industries, 
and because it did not want to stimulate increased imports of foreign 
cars.

A Senate bill. S. 1518. reported from the Senate Commerce Com­
mittee May 22, 1975, would also amend the Motor Vehicle Informa­
tion and Cost Savings Act (Public Law 93-492) to incorporate within 
it “a concern for fuel efficiency of motor vehicles.” This concern takes 
the form of authorizing for appropriation $5,000,000 for fiscal year 
1976 and additional amounts totalling $16,500,000 in subsquent years 
through September 30, 1978, in order to set up diagnostic inspection 
demonstration projects with a capacity to determine a car’s fuel effi­
ciency capability as well as whether it meets emission standards. Cit­
ing the cost benefits which would be associated with enforcement of 
mandatory standards (which the bill does not set, but which develop­
ment of diagnostic equipment would help enforce), the report 
(S. Rept. 94-155) stated:

The most recent study on air quality and emission controls 
done by the National Academy of Sciences has determined 
that the societal loss due to auto emissions is between $2.5 
billion and $7 billion per year.

The Environmental Protection Agency data indicates that 
emission tune ups could save as much as 375,000 barrels of 
crude oil per day nationally.

On the cost side, the States of Pennsylvania and New 
Hampshire which currently have the most comprehensive in­
spections, charge about $4.65 for the inspection. Several stud­
ies have been conducted to determine the costs associated 
with State owned and operated lane type inspection facilities. 
One study concludes that separate safety and emissions in­
spection facilities are significantly more expensive than 
multipurpose facilities combining safety and emissions in­
spection under one roof. Where a comprehensive approach is 
taken, the study concludes that fees between $2 and $6 are 
feasible depending on the level of inspection.

President Ford, in his State of the Union address to Congress, 
January L>. 1975. stated that before he had decided on the measures 
to be adopted to conserve energy, ‘*1 considered rationing and higher 
gasoline taxes as alternatives. In my judgment, neither would achieve 
the desired results and both would produce unacceptable inequities.”

Instead, he announced that he was submitting “legislation to modify 
and defer automotive pollution standards for five years which will 
enable us to improve new automobile gas mileage by 40 percent.”

Section 503 of Title V of the Administration Bill (S. 594/II.R. 
2650). amending the Energy Supply and Environmental Coordination 
Act of 1974 (ESECA), would stabilize the auto emission requirements 
for five years at the level of California’s 1975 standards for hydro­
carbons and carbon monoxide emissions, holding at national 1975 
standards for oxides of nitrogen. An accompanying White House fact 
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sheet announced that, “The Secretary of Transportation has obtained 
written agreements with each of the major domestic automobile manu­
facturers which will yield a 40 percent improvement in fuel efficiency 
on weighted average for all new autos by 1980 model year. These 
agreements are contingent upon relaxation of Clean Air Act auto 
emission standards [italics added]. The agreement provides for in­
terim goals. Federal monitoring and public reporting of progress."

The only mandatory provision relating to fuel efficiency in the Ad­
ministration bill is found in Title XII, “The National Appliance and 
Motor A chicle Energy labelling Act of 1975." which authorizes the 
President to require appliance and motor vehicle labels to gi ve the con­
sumer information that will permit comparison of relative energy 
consumption.

D. MODIFICATION OF BUILDINGS TO CONSERVE ENERGY

Almost coequal with transportation as a major consumer of total 
energy in the I nited States is space conditioning of residential and 
commercial buildings. About 12 percent of total energy is used for 
residential heating and cooling and 9 percent for similar commercial 
uses. W hen heating and cooling of industrial buildings is added, more 
than 25 percent of all the energy used in the United States is con­
sumed in heating and cooling the buildings where people live and 
work.

The Ways and Means bill includes several measures designed to* 
speed up the conservation of energy in this consumption sector. As 
summarized in the Committee Report (H. Rept. 94-221), these include r

Tax credit for home insulation. An important way to con­
serve energy is to install such energy-saving items as insula­
tion, storm windows and thermal glass in homes. To encourage 
a major effort during the next three years, your committee 
has included in the bill a 30 percent tax credit for ud to $500 
of expenditures on insulation, storm windows and similar 
energy-saving items for principal residence. The maximum 
credit, then, would be $150. It is expected that this tax credit 
will save between 50,000 and 100,000 barrels of oil per day 
by 1985.

Tax credit for residential solar energy equipment. Eventu­
ally, solar energy will have to become a major source of 
energy, since the sun is one of the few nondepletable resources. 
To stimulate a more rapid development of solar energy, your 
committee has included a tax credit for homeowners who in­
stall solar heating or cooling equipment. The credit is to be- 
40 percent on the first $1,000 of such expenditures and 20 per­
cent on the next $1,000, so that the maximum credit is to be 
$000. While probably only several thousand households will 
actually make use of this tax credit, so that the revenue loss 
will be minimal, these homeowners will be the vanguard of 
the shift to alternative sources of energy.

Investment credit for insulation and solar energy equip­
ment. As noted above, a new tax credit is provided for insula­
tion and solai* energy equipment for homeowners and tenants. 
In the case of businesses, the investment credit is made 
applicable through 1977 for insulation and through 1980 for
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solar energy equipment. These investments arc not now eligi­
ble for the investment credit, because they are considered to 
be parts of the building or its structural components. At the 
same time, the investment credit is removed from room air 
conditioning units and space heaters, which are less efficient 
than central units. Central units do not receive the credit 
because they are part of the building and not equipment.

In initial votes on these provisions on June 13, 1975, the House re­
tained the tax credit for insulation and, by a vote of 244 to 132, raised 
the solar energy credit to 25 percent of the first $8,000 of cost. The 
House also extended residential solar energy credit to equipment 
meeting “interim” rather than “definitive ’ HL 1) standards and al­
lowed credit for solar installations shared by several houses.

Title X of the Administration bill (S. 594/H.R. 2650) would estab­
lish mandatory thermal (heating and cooling) efficiency standards for 
all new homes and commercial buildings to be developed, discussed, 
reviewed and promulgated over a period of about four years before 
becoming mandatory. It was anticipated that this program would save 
the equivalent of 500,000 barrels of oil per day in 1985. I ho Secretary 
of Housing and Urban Development in consultation with engineering, 
architectural, consumer, labor and industry representatives would be 
responsible for developing thermal efficiency standards. Standards for 
residential dwellings would be promulgated and implemented within 
one year, and performance standards for commercial and other resi­
dential buildings developed and implemented as soon thereafter as 
practicable. State and local governments would assume primary respon­
sibility for enforcing standards through local building codes.

In addition. Title XI of S. 594 would establish, within the Federal 
Energy Administration, a grant program for States to assist low in­
come persons, particularly the elderly, in winterizing their homes. 
Title XI is modeled after a successful pilot project that was conducted 
in the State of Maine during 1974. Annual appropriations of $55 mil­
lion would be authorized to fund the three-year grant program, and 
enable States to purchase winterization materials for dwellings of 
low-income persons.

S. 622. which passed the Senate April 10, 1975, as the “Standby 
Energy Authorities Act.” included as Title II a statement of policy 
and several recommendations for a more permanent energy conserva­
tion program over the near and longer term.

Entitled “Energy Conservation Policy,” Title II includes the find­
ing that:

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

The proposed legislation requires that the Administrator of FEA. 
in cooperation with the Secretaries of the Departments of Housing 
and Urban Development, Commerce, Interior. Transportation, Health. 
Education, and Welfare, Treasury, and the heads of other appro-
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shall. “within three months of the effective 
date ot this Act, promulgate, among other measures, regulations 

standards for energy efficiency and conservation and 
establish thermal performance standards for all new Federal con­
struction and all new homes and buildings financed under any Federal 
loan guarantee or mortgage program, and low interest loans and loan 
guarantee programs to improve the thermal efficiency of individual 
residences by installation of insulation, storm windows, or other im­
provements. 1 mh

These, and any other energy conservation measures so promulgated, 
are subject to a Congressional right to review and disapprove.
lift m ft? Senate draft of the E'^rgency Housing
title in™lS’A48!? a conservatl°n buildings standards
title, in conti ast to the mild hope for encouragement of energy con­
servation expressed m Section 10 of the House version. H.R. 4485. 
title H would direct the Secretary of HUD to establish energy con- 

. vation standards for new residential and commmercial buildings 
these energy standards would be implemented and enforced by States 
and local governments through their building codes or other le<ral re­
quirements governing construction. A financial sanction was laid’down

Jhat where States or local governments fail to adopt and 
enforce such standards, direct and indirect. Federal financial assist­
ance would be barred, except for grants made to States by formula. 

1 lie provisions were almost identical with Title X of S. 594 Thev had 
earlier been introduced as a new bill, S. 1283.

However, at the insistence of the House, this title was dropped in the 
final conference compromise, and the bill was subsequently vetoed.

E. CONVERSION TO COAL TO CONSERVE OIL AND GAS 

,s<>me 35 percent of electric power generation and 80 percent 
ot industrial energy supply were fueled by oil or natural gas. Only 
44 percent of electric power and 20 percent of industrial energy sup­
ply were provided by coal. Yet the country has hundreds of years of 
coal supply and only 35 years or so of oil and gas reserves

Over the past 10 years or so, and up to the oil embargo of 1973-4, 
coal was losing ground to oil and gas on the basis of both economics 
and environmental protection. Hundreds of existing coal-fired utility

We7 converted to oil or gas, and essentially no new coal- 
lued facilities for industry were built.
A ft1' ‘he oil embargo, the 93rd Congress passed the Energy Supply 
?.d Environmental Coordination Act (ESECA) requiring that elee- 
t.ic power plants capable of burning coal on the date of passage be 
ordered to do so and that power plants “in the early planning stages” 
be required to have the capability of burning coah ESECA also au­
thorizes but does not require the Federal Energy Administration to 
coal1 Who??USt™l ft® aPPropriate capabilities burn

U ft“nde-n?SEC4 are hmited, so that its total impact 
on fuel consumption will be small. 1
nrndftt'^ under “ft? consideration in the 94th Congress affecting 
production and utilization of coal focus on broadening ESECA to 
apply to additional power plants, and extending its authorities with 
respect to industrial boilers, on the one hand, while modifying the 
C ean Air Act to permit the additional burning of coal without viola­
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tion of national health-related air quality standards on the other hand.
In the Senate, hearings are under way on S. 1777, the National 

Petroleum and Natural Gas Conservation and Coal Substitution Act 
of 1975. These hearings are being carried out under the auspices of 
the Senate's National Fuel and Energy Policy Study (S. Res. 45, 92d 
Congress) by the Committee on Public Works, the Committee on In­
terior and Insular Affairs, and the Committee on Commerce. S. 1777 
would require that all new fossil fuel-fired power plants and major 
fuel burning installations be capable, after January 1, 1979, of burn­
ing coal as their primary fuel, that existing fossil fuel-fired power 
plants and industrial boilers be burning coal by January 1, 1980, and 
that all new fossil fuel-fired power plants and industrial boilers be 
burning coal by January 1,1985. This bill is scheduled to be reported 
to the Senate by about the end of July. .

Concurrently, the Senate Committee on Public II orks, in its En­
vironmental Pollution Subcommittee, is marking up a bill to amend 
the Clean Air Act to clarify Congressional intent with respect to the 
“no significant deterioration” provision of the Act and to take into 
more specific account the impact of air quality control requirements 
of the added burning of coal that will occur as a result of the amend­
ments of ESECA. .

On the House side, the Committee on Interstate and Foreign Com­
merce has reported favorably H.R. 7014, the Energy Conservation and 
Oil Policy Act of 1975. Title VI of this bill would enlarge the powers 
of FEA under ESECA to order power plants and industrial boilers to 
burn coal but would not require all fossil fuel-fired boilers to convert. 
H.R. 7014 does not deal with the Clean Air Act, but the Committee’s 
Subcommittee on Public Health and Environment is currently mark­
ing up a draft bill for that purpose.

The Administration’s bills (S. 594/H.R. 2860) also addressed them­
selves to these issues.

Title IV and V contain amendments to the Clean Air Act and the 
Energy Supply and Environmental Coordination Act of 1974 
(ESECA). , i t

The amendments to ESECA would expand and extend the Federal 
Energy Administrations authority to issue and enforce orders pro­
hibiting power plants and other major installations from burning 
petroleum products and natural gas. One of the amendments to the 
Clean Air Act would eliminate the regional requirement which pro­
hibits major fuel burning sources from burning coal where the viola­
tion of health-related standards is caused by other sources. Another 
amendment would permit certain isolated plants to use intermittent 
control systems on an interim basis where they do not pose a threat 
to public health.

Title VI would delete the “significant deterioration” requirement 
from the Clean Air Act. The Administration argues that “there may 
be more appropriate ways to deal with the issues associated with sig­
nificant deterioration than through he Clean Air Act, and Congress 
should undertake a prompt and comprehensive review of this issue.”

Both the Administration and both houses of Congress agree that 
these initiatives designed to increase utilization of coal, to replace oil 
and natural gas will demand a greatly enlarged production of coal. 
Estimates of the amount needed range from 1 to 1.4 billion tons by
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1985. For this extra production, a large number of new mines must 
be opened and rail and water transportation facilities expanded and 
improved.

ILF. 7014 would provide loan guarantees to small coal producers to 
open new underground mines which produce low sulfur coal. H.R. 
6860. as approved by the House, provides for a five-year amortization 
for railroad facilities—rolling stock, roadbed improvements, and 
loading-unloading facilities—plus a five-year amortization for coal 
slurry pipelines, caal conversion equipment, shale oil conversion 
equipment and deep coal mining equipment.

F. OTHER INDUSTRIAL CONSERVATION MEASURES

The industrial sector consumes about 40 percent of the U.S. energy 
budget. It has been estimated that up to 30 percent of industrial energv 
consumption is wasted. Industrial energv consumption patterns are 
extremely comple.x and are effected by choice and availability of fuel 
type and costs, raw materials, state of the economy and type of indus­
trial processing. Because of the complexities within the industrial sec- 
tqr, it is difficult to reasonably define baseline energy consumption con­
ditions on which to found regulatory or incentive measures considered 
in the building and transportation sectors.

A bill passed by the Senate (S. 622) would provide the President 
with the authority to promulgate, by regulation, interim energv con­
servation plans that could include “standards and programs to increase 
industrial efficiency in the use of energy” (Sec. 202). The bill also pro­
vides that FEA shall, within three months of the effective date of the 
Act, promulgate regulations which specify standards for energy effi­
ciency and conservation for various areas including the industrial 
sector. (Sec. 203)

Other legislative proposals are more specific in defining industrial 
energy conservation programs. S. 1908, introduced on June 10, 1975 
would promote through Federal assistance and research and develop­
ment of energy efficient industrial technologies, target increases in 
??Se^y of at least ^percent by 1^80 and 30 percent by 1985. Also

• a ' j ’ ^reported by the House Commerce Committee would pro­
vide federally defined “energy efficiency targets” for each of 2000 
largest energy consuming manufacturers.” The FEA would then 

conduct continuing evaluations of the progress made by industry in 
achieving compliance with the energy efficiency targets

Other legislative approaches, as found in S. 1149, introduced on 
March 11, 197o, would provide for accelerated Federal research and 
development efforts related to new energy efficient industrial processes.

The Administration bill, S. 594/H.R. 2650, includes a number of 
provisions in addition to those which would encourage conversion from 
oil or natural gas to coal, which could contribute to energy conserva- 
tl0«- / -P . would eliminate prohibitions against off-peak pricing 
so that utilities may charge lower prices to consumers during off- 
peak hours, and eliminate prohibitions against utilities’ fuel adiust-

clauses t0 enSUie that UtiHty rateS accurately reflect increasing

. T1JJe Y of tb® Ways and Means bill, H.R. 6860, entitled “Encourag­
ing Business Conversion for Greater Energy Savings,” includes an 
excise tax on business use of petroleum and petroleum products.
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As summarized in the Committee report:
To spur conservation and conversion in this area, the 

bill includes an excise tax on oil and gas used as fuel in a 
trade or business. When it is fully effective, the taxes are 
to be $1 per barrel on crude oil and 18 cents per thousand 
cubic feet (mcf) on natural gas. These are one-half of the 
rates of the excise tax on crude oil and natural gas proposed 
by the administration. Unlike the administration proposal, 
however, the tax is not imposed immediately but rather is 
phased in between 1977 and 1980 for natural gas and between 
1977 and 1982 for crude oil. The gradual phase in spreads 
out the inflationary impact of the excise tax. It also reflects 
the fact that energy conservation and conversion take time. 
Putting this tax in place with a phase-in rate schedule puts 
businesses on notice that they will be able to reduce their costs 
significantly by initiating energy conservation and conversion 
measures.

In certain cases industries have special problems in covert­
ing alternative sources, and the bill exempts some of these 
from the tax and in other cases delays imposition of the tax 
for existing facilities.

During floor debate, the provisions which sought to discourage the 
business use of petroleum and petroleum products were approved 
with a number of amendments, among them one which exempted 
from the business tax industries engaged in manufacturing, process­
ing and finishing glass products; industries which generate their own 
electric power; and the textile and apparel industries.

During the floor debate on June 19, 1975, a provision for a tax 
credit for recycling (Section 533) was dropped. The sponsor of the 
motion to delete the provision emphasized that it was the means, not 
the end, which should be disapproved, that the proposed credit would 
benefit companies already in the business of recycling, at a cost esti­
mated at $1,000,000,000 over the next five years, without stimulating 
any increase in total recycling. A comprehensive solid waste program, 
under current consideration in the Subcommittee on Transportation 
a nd Commerce, of the House Commerce Committee, was expected to 
be reported out “by the end of the summer” at which time recycling 
incentives would be considered in the context of a broader range of 
measures to encourage greater reuse of materials.

G. IMPROVED MASS TRANSIT SYSTEMS

Use of railroad and other mass transit facilities is recognized as a 
major potential source of fuel savings enabling conservation of gaso­
line otherwise used for personal transport use and more efficient use 
of other motor fuels. However, it is also increasingly realized that 
until improved mass transit is actually in place and available, it can­
not serve to divert present auto users from reliance on personal trans­
port.

During the first six months of the 94th Congress, the following bills 
were either enacted into law or had passed one or both houses:

Public Law 94-5, approved February 2, 1975, authorizes an addi­
tional $347 million to insure the continuation of essential rail services 

55-002—75------ 3
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in the Northeast and Midwest under the regional Rail Reorganization 
Act (P.L. 93-236); increases from $85 million to $282 million Federal 
grants to bankrupt railroads in the Northeast and Midwest to keep 
them in operation until a plan being developed by the U.S. Rail Asso­
ciation becomes effective; increases from $150 million to $300 million 
loan guarantees to bankrupt railroads to maintain and improve rail 
facilities until the new system is in operation and gives the Secretary 
of Transportation more flexibility in deciding how and when the 
guarantees will be used.

An Amtrack Supplemental Authorization (S. 852/HR 4975), 
which passed the House April 24, 1975, and the Senate on May 13, 
1975, provides a $63 million supplemental authorization for fiscal year 
1975. of which increased operating costs due to inflation accounted for 
about $50 million. It was signed as Public Law 94-25 on May 25,1975.

The Senate tried, unsuccessfully, to add a $700 million allotment to 
repair thousands of miles of railroad track, first, to the $5.3 billion 
emergency jobs appropriations bill (H.R. 4481), and, second, to the 
fiscal year 1975 supplemental appropriations bill (H.R. 5899), losing 
out in conference.

The rationale—that of linking expenditures to decreasing present 
unemployment and to link a full-employment goal with increased 
energy savings and increased domestic energy production—is a key 
element in the longer term Senate proposaFfor a National Energy 
Production Board, described below in Section IV, Part C.

IV. Stimulate Increased Production of Domestic Energy 
Supplies

Two major legislative measures enacted or still under debate on this 
key energy goal are: (1) Removal of the depletion allowance for oil 
and gas and adjustment of selected foreign tax credits; and (2) the use 
of price policy as a primary stimulus for increased production, includ­
ing decontrol of prices of both oil and natural gas and related offsetting 
provisions to manage windfall profits.

Abolition of the depletion allowance, which for sixty years has been a 
key feature in the U.S. petroleum industry’s production and pricing 
policies, is a landmark event, the consequences of which for both energy 
investment and price have not yet been fully identified. Enacted as 
part of a tax reduction bill intended to stimulate the economy, removal 
of the depletion allowance eliminated what had traditionally been 
thought of as a prime incentive to encourage increased investment 
in oil and natural gas while at the same time permitting reasonably low 
domestic prices for their end products in the United States.

Coupled with the sudden escalation in prices for oil produced abroad, 
repeal has had the effect of requiring a revision in both attitude and 
approach to the question of U.S. energy pricing policies.

This is not to say that these are the only measures under current 
consideration which could serve to increase domestic energy supplies. 
As fisted in Anpendix II and Subsections C to H below, there are a 
number which have already been considered by one or both Houses and 
will be important in the evolving new U.S. energy policy and program. 
For example, nuclear and other powerplant siting procedures to speed 
up decisions on new energy facilities; revision of rate structures for 
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utilities to aid in providing more capital; increasing the share of the 
states in oil shale and other energy related revenues from public lands; 
agreement on the environmental and health safety standards to be 
required in the future production of coal; a new consensus on terms 
for offshore oil and gas development; capital and other incentives to 
encourage increased use of solar energy for heating and cooling—all 
of these could have the effect of stepping up domestic production.

It may be noted, however, that their effectiveness as stimulants to 
increased domestic energy production will to a substantial degree de­
pend on the outcome of the debate on quantitative import quotas and 
prices, and their status is described only briefly at this time.

A. REMOVAL OF THE DEPLETION ALLOWANCE AND CHANGES IN SOME 
FOREIGN OIL TAX CREDITS

Historically, the primary Congressionally endorsed stimulus to do­
mestic production of oil and natural gas was the depletion allowance. 
Beginning with the first income tax law in 1913 and modified as a flat 
percentage level in 1926, the depletion allowance permitted subtrac­
tion of 27.5 percent of gross income from production of oil and gas 
at the wellhead, in recognition of the fact that extraordinary capital 
costs and risks were involved in exploration and development of oil 
to replace that depleted by each year’s production. The allowance 
was a flat deduction and did not include any mandatory requirement 
that it would in fact be invested in new exploration and development 
of oil.

Oil had quickly been realized to be a much more convenient and 
mobile substitute for coal and certainly a much more desirable fuel 
for military use, and successive Congresses developed supporters for 
continuing the allowance, which was claimed to be a strong incen­
tive for further investment and production. Despite opposition to it 
in three administrations—Roosevelt’s, Truman’s and Kennedy’s—ex­
cept for 1969 when it was reduced somewhat, to 22 percent, open 
support in Congress for its removal was not strong until last year.

The sudden sharp rise in the price of imported oil and the conse­
quent astronomic increase in income and profits accruing to the U.S. 
industry caused an equally sharp change in attitude. A reasonably stiff 
bill—with a three year phase out of the depletion allowance combined 
with a windfall profits and investment plow-back credit—was re­
ported from the House Ways and Means Committee May 4, 1974, but 
the 93d Congress adjourned before agreement, could be reached on the 
rules under which the bill would be put to vote.

The 94th Congress came into Washington in a different mood. A 
strong and vocal group of Congressmen overrode more senior 
colleagues in the House Democratic Caucus to insist that depletion 
repeal be included in the tax reduction bill and won. As finally 
enacted, the new law, Public Law 94-12 (H.R. 2166), includes the 
following changes which greatly reduce the hitherto almost untouch­
able oil and natural gas investment incentive^:

On the crucial issue of oil and gas depletion, the new law:
—Repealed the 22 percent depletion allowance on oil and gas 

production retroactive to January 1, 1975.



28

—Retained the 22 percent allowance until July 1, 1976, for nat­
ural gas sold under federal price regulations (or until the con­
trolled price was raised to take account of repeal of depletion).

—Retained the allowance for natural gas sold under fixed-price 
contracts until the price was raised.

—Provided a permanent small producer exemption that allowed 
independent oil companies to continue taking the depletion 
allowance on a basic daily output of oil and natural gas.

—Allowed an initial small producer exemption retaining a 22 
percent depletion allowance for producers with an average daily 
production of 2,000 barrels of oil or 12 million cubic feet of 
natural gas or an equivalent quantity of both oil and gas.

—Reduced the daily production eligible for depletion by 200 bar­
rels a day for each year between 1976 and 1980, leaving the 
small producer exemption at a permanent level of 1,000 barrels 
of oil per day or 6 million cubic feet of natural gas.

—Reduced the depletion rate available on the small producer ex­
emption to 20 percent in 1981,18 percent in 1982,16 percent in 
1983 and to a permanent 15 percent rate in 1984.

—Kept the depletion rate at 22 percent until 1984 for production 
of up to 1,000 barrels a day through costly secondary or ter­
tiary recovery methods used to extract remaining oil and gas 
from wells that were mostly pumped out.

—Limited the deduction taken under the small producer exemp­
tion to 65 percent of the taxpayer’s income from all sources.

—Denied the small producer exemption to any taxpayer that sold 
oil or gas through retail outlets or operated a refinery proc­
essing more than 50,000 barrels of oil a day.

Former tax breaks involving foreign income were also changed. The 
new law:

—Limited the amount of foreign tax payments on oil-related in­
come that an oil company could take as a credit against U.S. 
taxes to 52.8 percent of its 1975 income from foreign oil opera­
tions. The limit would be reduced to 50.4 percent in 1976 and 
50 percent thereafter.

—Allowed use of excess credits within those limits only to offset 
U.S. taxes on foreign oil-related income, not on income from 
other foreign sources.

—Denied oil companies after 1975 the use of the per country 
limitation option that allowed a company to compute its maxi­
mum foreign tax credits on a country-by-country basis.

—Required recapture of foreign oil-related losses that were de­
ducted from income subject to U.S. taxes by taxing an equiva­
lent amount of subsequent foreign oil-related profits as if 
earned in the United States (and therefore not eligible for de­
ferral until transferred to the United States). The credit for 
foreign taxes on the subsequent profits also would be reduced in 
proportion to the amount treated as U.S. profits.

—Denied the foreign tax credit for any taxes paid to a foreign 
country in buying or selling oil or gas from property that the 
nation had expropriated.

—Denied the investment tax credit for drilling rigs used outside 
the northern half of the Western Hemisphere.
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—Denied deferral of taxes on half of the profits from exports of 
natural resources and energy products by domestic international 
sales corporations (DISCs).

—Repealed, effective in 1976, certain existing exemptions from a 
1962 law requiring current U.S. taxation of profits earned by 
subsidiaries set up by U.S. corporations in tax haven countries 
that imposed little or no taxes.

—Allowed deferral of U.S. taxes on all earnings by a foreign 
subsidiary if less than 10 percent of its income was defined as 
tax haven income.

The additional revenues which would accrue to the Treasury (and, 
at the same time, be withdrawn from the major oil producers’ cash 
flow) are estimated at around $3.7 billion in 1975: About 1.7 billion by 
denial of the depletion allowance; some 1.5 billion by changes in the 
foreign tax credits; and about $500 million by requiring that the for­
eign income of all multinational corporations, including the oil compa­
nies, be taxed in the year earned.

While these amounts are substantial, they are only a small fraction 
of the volume of capital investment in oil development in the United 
States which had been planned for 1975 by the oil companies before the 
tax changes were enacted: $26.2 billion for the oil industry as a whole, 
of which $8 billion was to be in drilling and exploration and $2.1 bil­
lion in production.11 Industry claims of drastic negative effect on new 
domestic investment of the loss of up to $3.7 billion from these partic­
ular changes have not received much post-enactment congressional 
sympathy, especially since there remain many write-off and investment 
credit provisions under which actual development expenses can be 
and are being charged off as regular business costs.

An interesting aspect of the testimony and floor debate on removal 
of the depletion allowance was the argument that, although the intent 
of the original legislation providing generous percentage depletion 
allowances was to encourage increased exploration and development 
of new oil and gas supplies, in fact, the volume of such exploration 
over the years did not appear to be particularly related to the amount 
or to the ievel of the depletion allowance.

The total number of exploratory wells drilled annually in the United 
States has been declining since 1956, despite the existence of the deple­
tion allowance.12 The first major cut took place in the tax revisions of 
1969 when the depletion allowance was cut from 27.5 percent to 22 
percent. However, the industry’s capital expenditures in the United 
States have substantially increased since 1971. Actual capital expendi­
tures in the United States by the oil industry in 1973 were estimated at 
$15.3 billion (with $6.6 billion for drilling exploration and $1.7 billion 
for production) ; $21.1 billion in 1974 (with $7.7 for exploration and 
$2 billion for production) and. as mentioned above, $26.2 billion had 
been estimated as budgeted for 1975 with $8 billion tagged for drilling 
exploration and $2.1 billion for production. These figures do not in­
clude the hundreds of millions U.S. companies have also budgeted for 

« Oil and Gas Journal Feb. 3, 1975, p. 37.
12 See chart on page 30.
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projects abroad, and may be compared with total oil industry capital 
investment in development of oil in the United States of $7.7 billion 
in 1971 and $12.7 billion in 1972.13

While a number of major companies have announced that removal of 
the depletion allowance would require reconsideration and reduction 
in their capital investment plans, there is some indication that the re­
ductions would take place in projected capital ventures other than 
exploration and investment.14

Source: TWENTIETH CENTURY PlikOLEUM STATISTICS 1974, Degolyer and MacNaughton, p, 27

13 Oil and Gas Journal, Feb. 3, 1975, p. 37.
14 Energy Notes, Feb. 24, 1975. Morgan Stanley and Co.. Inc., reprinted in Congressional 

Record, Mar. 22, 1975, p. S 4804 to 4807. See also Wall Street Journal, June 9 1975, 
p. 1, 25.
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If industry capital investment decisions on domestic exploration pro­
grams made by the major oil firms have been based primarily on factors 
other than the level of the depletion allowance, its removal may not 
have any particularly depressant effect per se on future domestic ex­
ploration programs. In any event, 80 percent of the exploratory drill­
ing in the United States is done by independents, for many of whom 
the 22 percent depletion allowance has been largely maintained for 
some time to come. .

Whether the changes in foreign tax credits are sufficient to encourage 
a shift of exploration and development resources away from the up-to- 
now less costly operations abroad to the United States remains to be 
seen.

Whatever the role of the depletion allowance has been in the past, 
its recent repeal clears the way for a fresh look at oil and other fossil 
fuel production incentives whose effectiveness as stimulants to in­
creased domestic production can be more easily measured and 
identified.

B. PRICE POLICY AS A STIMULUS TO INCREASED DOMESTIC ENERGY 
PRODUCTION

There are two important differences between the administration pro­
posals and the Congressional Majority proposals in this energy policy 
field, on the face of it 180 degrees apart: The Administration wants an 
oil price policy which permits a floor but no ceiling; the Majority 
wants an oil policy which sets a ceiling but no floor.

The Administration is seeking price authority that will permit de­
control of oil over a period of 25 months with no ceiling price limit, 
but will provide authority to establish a floor price for oil—at $7 to 
$8.40 a barrel15—if needed. Major Congressional proposals are seeking 
price changes which in general would permit controlled decontrol of 
rhe price of oil, with an upper ceiling at or about $11.50. The level is 
intended to be set at the free market price before the first one dollar 
import tariff was imposed. For the time being, they reject the idea of 
a floor, leaving the door open, however, for later thorough review. The 
House and thrSenate are not yet agreed on the timing of the controlled 
decontrol or on whether some part of the two tier price system on oil 
should be retained.

As noted in Part III. the Administration’s primary energy policy 
position has been to roly on deregulation of the price of domestically 
produced oil and natural gas and its consequent effect within the do­
mestic market to produce not only reduction in consumption of these 
products but also to provide the price incentive which the Administra­
tion believes will result in increased supplies of oil and natural gas. 
The import tariffs on imported oil and oil products were intended to 
tilt domestic purchases of oil and natural gas toward domestically 
produced products and thus provide an additional stimulus for in­
creasing domestic supplies from increasingly expensive exploration 
and development operations in continental and offshore U.S. sources.

In addition, it was anticipated that, as the deregulated prices ap­
proached the (at the time) concurrent costs of developing “now”

«Secretary of the Treasury Simon, in discussing a minimum long-term supply nrice 
before the Ways and Means Committee on Mar. 17, 1975. said that if the depletion allow­
ance were removed he felt the “long-term supply price” would have to be raised from a 
then estimated $7 to $8 per barrel to about $8.40 per barrel. Hearing, Transcript, p. 166o. 
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energy supplies (i.e. coal gasification and/or liquifaction, oil shale, 
geothermal and solar), this would further encourage the shift away 
from oil and gas and stimulate increased private investment in these 
areas.

In contrast, the policy proposals backed by the Democratic Ma jority, 
“The Congressional Program of Economic Recovery and Energy 
Sufficiency,” issued February 27, 1975, stated on the question of price 
control:

We reject the fundamental premise of the President's 
program that the only way to achieve energy conservation is 
deliberately to raise the price of all petroleum products to all 
American consumers by heavy indiscriminate additions in 
taxation. The $3 per barrel tariff on oil imports will not re­
duce imports; it simply will make them more costly to 
American consumers.

As its goal the Administration seeks a reduction of energy 
consumption by one million barrels per day in 1975. To 
achieve it. energy prices would be greatly increased, first by 
taxing all crude oil and natural gas and then by removing 
the present controls on the market price of oil and gas.

The price of energy is not determined by free forces of 
supply and demand but rather by the governments of the na­
tions that produce energy. The policy question is whether 
the U.S. or the OPEC governments will set energy prices in 
this country. The Administration wishes to decontrol old oil 
and new natural gas, giving the control of price to OPEC 
and letting U.S. energy prices follow the prices established 
by it. . . .

The oil price control program should be modified also to 
create sufficient incentives to produce all oil that can be re­
covered economically through secondary and tertiary recov­
ery, substantially increasing the amount of oil ultimately 
produced from the average field. Perhaps the most effective 
plan would be to include some decontrol treatment for second­
ary and tertiary recovery as “new” oil.

Exploiting fully natural gas potential is equally critical 
and the Federal Power Commission must be mandated to 
provide price certainty at levels high enough to reflect future 
costs and to eliminate regulatory delays, reducing any incen­
tive to withhold gas because of the uncertainty over govern­
ment pricing policy.

The Congressional program therefore recommends meas­
ures to reform and simplify natural gas regulation, but con­
tinue interstate price controls on old natural gas, and estab­
lish a statutory formula ceiling that reflects cost of produc­
tion. This should assure that the price is high enough to 
encourage maximum domestic production, but still below the 
OPEC cartel level.

In support of its program, the Administration has made price de­
regulation proposals, both under existing executive authority and as 
proposed in S. 594/H.R. 2650, which would, if approved, accomplish 
at least five interrelated results: (1) Increase the cost of imported oil 
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by imposing tariffs and fees, to raise its price relative to domestic oil 
and encourage production of domestic oil; (2) spread price increases 
on crude oil among all refiners by using the FEA “Old Oil Entitle­
ments Program”; (3) decontrol the price of “old ’ oil; (4) decontrol 
the price of natural gas sold in interstate trade; and (5) establish (or 
authorize establishment of) a floor price for oil to insure price sta­
bility over the longer run.

The Administration’s proposals on each of these are discussed below 
together with the related Congressional responses and alternatives. 
p Increase the cost of imported oil lay the amount of the tariff or fee 

imposed
As of June 1,1975, when the President imposed the second $1 import 

fee, the additional cost of imported oil amounted to $2.00. World wide 
oil prices in June, 1975, ranged generally between $11 and $12 and 
OPEC ministers meeting in Gabon on June 8, 1975, reportedly dis­
cussed imposing a possible additional $2.00 increase in September of 
this year. By February 1975, when not all of the first $1.00 import fee 
had been fully passed through to the import price, U.S. refiners were 
already paying $13.05 for crude imports arriving at the rate of 4 mil­
lion barrels of oil a day. This price had risen to $13.11 by March, the 
latest month for which FEA had import price figures at the time of 
writing. If OPEC prices are raised, the price U.S. refiners might have 
to pay could be at least $3 higher than the present rate: At least one 
additional dollar in the June import fee and perhaps $2 additional 
dollars reflecting the OPEC hike.

Many of the Democratic House and Senate measures introduced 
since the President’s January 15th energy-economy package was pre­
sented have been designed mainly to block or prohibit him from tak­
ing further action on import fees, decontrolling old oil or setting a 
price floor.16

In addition to these, however, many others have included very spe­
cific alternatives, particularly on price decontrol of oil and natural gas, 
as discussed below, and, at least one. H.R. 6860, approved by the House 
on June 19,1975, includes a provision for an import fee:

Part II of Title I. “Import Treatment of Oil,” establishes a rate of 
duty on crude petroleum of 2 percent ad valorem, and on petroleum 
products of 5 percent ad valorem. As described in the Committee re­
port (H. Rept. 94-221) :

The differential between the rates on crude petroleum and 
on petroleum products is designed to favor the importation of 
crude oil over the importation of products and thus, to de­
velop, utilize, and thereby protect domestic refinery capacity. 
The President may adjust the rates of duty established by the 
bill whenever he finds such adjustments necessary to carry 
out the purposes of this bill, in the light of overall considera­
tions of the national interest.

18 S 622 gave Congress 10 davs to veto Presidential proposals in this area, extending 
the time under existing law an additional five days : S. 621, passed 20 days later on May 1, 
1975, gave Congress 30 days to disapprove administration price plans and also gave 
Congress time to disapprove import fees and cancel those already imposed. See also H.R. 
1767 to suspend the President’s authority to impose oil import fees for 90 days, vetoed. 
March 4, 1975, and S.J. Res. 12. H.R. 4035. to provide Congressional review of Presidential 
decisions on oil products, passed by the House on June 5. 1975. would allow Congress 15 
davs to nullify an Administration move to remove the price ceiling on old oil.
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Your committee's bill limits such presidential adjustments, 
however, so that no rate of duty may exceed 10 percent ad 
valorem or $1 a barrel (whichever is greater), nor fall below 
2 percent ad valorem. This is to enable the President to restore 
the present fees of up to $1.20 per barrel if he concludes this 
is in the national interest, so long as the price of oil is $12 or 
more per barrel. Even if the price should fall appreciably, 
the tariff can be as high as $1 per barrel because of the specific 
alternate of $1 per barrel where that is higher than the 10- 
percent ad valorem amount.

One further limitation on the President’s authority to ad­
just the rate provides that for 2 years after the date of enact­
ment, the President may make no adjustment which results in 
a rate of duty of more than 5 percent ad valorem on any dis­
tillate fuel oil or residual oil imported for use as fuel, other 
than in the propulsion of motor vehicles. This is designed to 
provide assurance that the already high prices of heating oil 
and of residual fuel used to generate electric power will not go 
still higher in the immediate future because of the imposition 
of further duties.

The bill expressly nullifies any presidential adjustment of 
imports of petroleum and petroleum products under author­
ity granted him under the Trade Expansion Act of 1962 (sec. 
232(b)), effective 60 days after the date of enactment of the 
bill. This is the same time interval allowed before the Presi­
dent may increase his duty to 10 percent. As a result, the rate 
of duty for crude oil could, under this bill, stay at approxi­
mately present levels if the President exercises this authority 
immediately after the enactment of this bill.

& Spread price increase through the FEA “Old Oil Entitlements 
Program?

Among the administrative actions undertaken by the President, 
pending congressional action on the more comprehensive tax and price 
decontrol measures he has proposed, was one involving the Federal 
Energy Agency’s old oil entitlements program.

As announced in the White House Fact Sheet, January 15, 1975:
FEA’s “Old Oil Entitlements” program will be utilized 

to spread price increases on crude among all refiners, and to 
lessen disproportionate regional effects, such as New Eng­
land, or in any specific industries or areas of human ne^d 
where oil is essential.

Pursuant to this decision, beginning January 1, 1975, refiners rela­
tively well supplied with price-controlled “old” oil at $5.25 a barrel 
(that is, with amounts in excess of a “national average” calculated at 
about 35 percent of their total supply) were required to purchase 
“entitlements” at prices which began at $5 a barrel in January and 
were increased to $7.29 in April, from refiners more dependent upon 
free market oil.

The effect of this has been to expose and accustom all U.S; refiners— 
in vertically integrated firms as well as independents—to crude oil ac­
quisition costs much higher than the controlled price for “old” domes­
tic oil of $5.25 a barrel.
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Much has been made of the fact that decontrolling the price of 
“old” oil would produce a shock wave of inflation even if spread over 
the 25 months proposed by the Administration. Through the operation 
of the entitlements program, it would appear that some $5 to $7 per 
barrel of that inflationary shock wave is already being absorbed.

This is not to say that further price increases in the resultant re­
fined products may not take place, nor should it be implied that the 
higher prices are the result of the old oil entitlements program. On 
the contrary, the entitlements program only spreads crude oil price 
increases which occurred as a result of other factors—primarily the 
OPEC price increases and their influence on the price of domestic 
crude not subject to price controls. Nonetheless, it should not be over­
looked that for a much longer period than is generally recognized, 
U.S. refiners have been paying and are accustomed to pay average 
crude oil prices well in excess of the domestic controlled price.

The House Commerce Committee bill, H.R. 7014, favorably reported 
on June 24, 1975, endorses the concept of continuing oil entitlements 
program, but would exempt the first 50,000 barrels per day for re­
finers whose total refining capacity did not exceed on January 1, 1975, 
and does not thereafter exceed, 100,000 barrels per day.

S. 621, passed by the Senate on May 1, 1975. includes an entitle­
ments exemption for refiners within the capacities listed above.
3. Decontrol the price of old oil

As announced by the President on January 15, 1975, the Adminis­
tration has already taken steps to remove price controls on domestic 
oil, to permit domestic crude prices to rise to the prevailing world 
Drice levels. The FEA proposal, announced in the Federal Register 
May 2, 1975, would reduce the amount of “old” oil now subject to 
price controls for each property by 4 percent a month for the next 
25 months. A public hearing was held May 14, 1975, and the Admin­
istration announced it intended “early in June” formally to submit 
the proposal for Congressional right of review and disapproval as 
provided by Section 4(g) of the Emergency Petroleum Allocation Act 
of 1975. In accordance with that provision, Congress will have five 
days during which each House is in session to disapprove the proposed 
change in the oil price regulations, if either House so desires. As of 
June 30, the proposal had not yet been submitted.

As noted, a number of bills are pending in Congress to restrain the 
President from taking this action. In addition, there are substantive 
bills proposing alternative formulas for what could be called “con­
trolled” decontrol of crude oil subject to a quantitative price ceiling.

S. 622, which nassed the Senate April 10, 1975, by a vote of 60 to 
25. provides in Sections 107, 122, and 123 for the following, which 
would permit decontrol of crude oil prices but within specific ceiling 
limits:

Extends the Emerwencv Petroleum Allocation Act from 
August 31. 1975. to March 1. 1976: makes any increases in 
the nrice of “old” oil (oil from wells existing in 1973 pro­
duced at a rate equal tn 1972 production) and anv proposed 
exemptions of crude oil, residual fuel oil, or a refined petro­
leum product from price controls subject to congressional re­
view and approval; permits the pricing of oil recovered by
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secondary or tertiary methods up to $7.50 a barrel; sets a 
maximum price for “new” domestic crude oil at a level not 
to exceed that prevailing on January 31, 1975;17 exempts 
small refiners (100,000 barrels a day) for the first 50,000 
barrels from the entitlements program under the oil alloca­
tion regulations.

In S. 621, passed by the Senate May 1,1975, by a vote of 47 to 36, the 
Senate changed its position and accepted an amendment that would 
allow oil produced from secondary and tertiary methods to sell at the 
highest price set by FEA for oil that is now exempt from price regu­
lation. An attempt to re-impose the $7.50 ceiling was defeated.

The House Commerce Committee energy bill, H.R. 7014, includes a 
crude oil pricing provision tied in with a delayed inflation adjustment 
formula. Old oil would be subject to a decline adjustment factor of one 
percent per month which would gradually reduce the volume of such 
oil subject to the old price ceiling of $5.25 per barrel, recognizing de­
clining field production rates. As described in the official summary:

Part A of Title III contains a crude oil pricing provision. 
Oil presently classified as “old oil” by F.E.A. regulations are 
subject to a decline adjustment factor of 4 percent per month 
which would gradually reduce the volume of such oil subject 
to the old oil ceiling price of $5.25 per barrel. This adjust­
ment recognizes and reflects declining field production rates. 
By taking this factor into consideration in establishing the 
amount of old oil which is subject to price control, the provi­
sion encourages recovery techniques to augment production 
which would not be encouraged under present regulations.

To give incentives to producers to enhance production from 
1972 producing properties, production in excess of this declin­
ing volume subject to the $5.25 per barrel ceiling price is per­
mitted to be sold at an average price of $7.50 per barrel. The 
price of all other oil production, including stripper produc­
tion and so-called “new oil,” is rolled back from current 
market levels in excess of $12.00 per barrel to a $7.50 per bar­
rel average. Four exceptions to the $7.50 per barrel ceiling are 
permitted: (1) Production from the Outer Continental Shelf; 
(2) production from above the Arctic Circle; (3) production 
properties certified as having made bona fide application of 
tertiary recovery techniques; and (4) certain high cost prop­
erties. Production from properties qualifying for application 
of one of these exceptions is price ceilinged at an average $8.50 
per barrel price.

An inflation adjustment factor of % percent per month, 
compounded of the respective $7.50 and $8.50 prices, is in­
cluded. With regard to the $7.50 price, the inflation adjust­
ment factor becomes operative 45 months after date of enact­
ment; with respect to the $8.50 price, the inflation adjustment 
factor becomes operative 64 months after date of enactment, 
at which time the two prices have merged.

17 Wellhead nr tees for domestic uncontrolled oil in January 1975 were $11.28 a barrel 
and prices for imported crude were averaged at $12.77 that month, according to FEA.
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No ceiling limits the escalation of the ceiling price under 
this inflation adjustment factor. No windfall profits tax is 
proposed.

The price provision was approved in the full committee by a vote of 
22 to 21.

The bill proposes a number of amendments to the Emergency Petro­
leum Allocation Act, among them a reevaluation of Section 4(a)—on 
price control—which, in the words of the Subcommittee, “requires a 
thorough review of the pricing and allocation regulation by FEA 
with a view toward simplication of the system to meet current needs.” 
4. Decontrol the price of natural gas sold in interstate trade

Natural gas shortages are producing curtailments of supplies to 
many industries and denial of supplies to many new residential 
customers.

The Federal Power Commission on June 6, 1975, released a staff 
report indicating that natural gas supply deficiencies for major inter­
state natural gas pipeline companies, for April 1975, through March 
1976, are expected to be 45 percent higher than they were for the 
preceding 12 months.

Title III of the Administration bill proposes the deregulation of all 
“new” natural gas in interstate commerce. It defines new natural gas 
as natural gas sold or delivered by a producer to a natural gas company 
in interstate commerce (i) which is dedicated to interstate commerce 
for the first time on or after January 1,1975 (ii) which is continued in 
interstate commerce after the expiration of a contract by its own terms 
for the sale or delivery of such natural gas existing as of such date, or 
(iii) which is produced from wells commenced after such date.

Under the proposal, wellhead price controls over new natural gas 
sold in interstate commerce would be removed. This action will enable 
interstate pipelines to compete for new onshore gas and encourage 
drilling for gas onshore and in offshore areas. In addition, however, 
in order to discourage further conversions to natural gas and to en­
courage greater natural gas conservation, the President is also pro­
posing an excise tax of 37 cents per thousand cubic feet on natural gas 
which is equivalent to the proposed $2.00 excise tax on oil, also designed 
to encourage conservation.

The Senate Commerce Committee approved a bill (S. 692), on May 6, 
to partially deregulate natural gas prices and the Report (S. Rept. 
94-191) was filed June 12, 1975. The Committee’s action, which came 
on a 10 to 8 vote, focuses on providing exploration incentives—but 
primarily for the smaller, independent producers. So-called “new” gas 
produced on shore since January 1,1975, by these producers would be 
exempt from price regulation, and subject only to a price ceiling deter­
mined by the equivalent value of oil at world prices (potentially $1.94 
per thousand cubic feet of gas) provided that $1.50 of the price is a 
“plowback expenditure” for exploration. The Senate bill also permits 
higher interstate gas prices (within a range of 40 to 75 cents—com­
pared with the present 51 cents plus Btu and tax adjustments per thou­
sand cubic feet) for “new” gas produced by the large, integrated 
companies. However, the measure also would extend the FPC's existing 
interstate regulation (at the proposed higher prices) to intrastate 



38

markets as well—thus effecting a rollback of the current unregulated 
prices in the intrastate markets. Under the bill, both interstate and 
intrastate regulated prices for “new” gas would be subject to two per­
cent automatic cost escalators for each such well. The so-called “old” 
gas which has been regulated for over twenty years would not be 
affected by the bill. The overall intent of the Committee proposal is to 
provide incentives in the most competitive sectors of the industry, and 
to tie the highest prices to the newest, or additional, uses of natural 
gas energy—thus simultaneously building in stimulation for explora­
tion and for conservation through the price structure.
J. Establish a -floor price for oil to insure price stability over the 

longer run
Title IX of the Administration’s bill, called the “Energy Develop­

ment Security Act of 1975,” requests additional authority under which 
the President could take action to protect domestic' producers of 
energy from the instability of foreign oil price fluctuations. In order 
to insure that foreign oil producing countries cannot undercut United 
States efforts to develop and exploit domestic petroleum resources by 
instituting massive price cuts, additional authority to provide invest­
ment certainty is needed.

The main features of the proposed legislation are:
Investigations by the Administrator of FEA to determine 

whether there has been a significant drop in the price of imported 
petroleum such that the economic viability of a substantial part 
of United States petroleum production and development is 
threatened or that such a price drop threatens to cause a sub­
stantial increase in petroleum consumption; and

Presidential authority to impose tariffs, quotas or variable im­
port fees if such a drop occurs. ~

As mentioned earlier in this report, the Secretary of the Treasury 
has suggested that in the absence of the depletion allowance $8.40 
might be an appropriate long term supply or floor price.

In another move reinforcing his concern for insuring price stabilitv, 
the President on January 15, 1975, resubmitted a proposal made 
earlier, on October 8. 1974, to amend the Employment Act of 1946 to 
make explicit the goal of price stability, by substituting the phrase “to 
promote maximum employment, maximum production, and stability 
of the general price level” in place of the present language, “to pro­
mote maximum employment, production and purchasing power.”

S. 621, “The Petroleum Price Increase Limitation Act of 1975” 
passed by the Senate May 1. 1975 (and substituted by the Senate for 
Jl.K. 4085, on June 11. 1975) requires congressional review and right 
of disapproval of any Presidential action which would create or main­
tain a floor under domestic energy prices. As of June 20.1975, the bill 
was still in conference. Section 403 of H.R. 7014 denies the President 
the authority to prescribe any floor price for crude oil or any refined 
petroleum producer.

The basis for rejecting the prospect of establishing a basic minimum 
price tor oil at this time—and for rejecting all the Administration’s 
price proposals—was strongly stated in the Senate Interior Committee 
Deport (S. Report 94-32) accompanying S. 621.

The Committee finds that the benefits and advantages which 
have been claimed for the Administration’s energy tariff, tax
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and pricing proposals have not been clearly or convincingly 
demonstrated. On the other hand, the opinion of the eco­
nomic community is virtually unanimous concerning the dan­
gers posed for the domestic economy by these proposals.

The Committee therefore believes that Congress must ac­
cept the responsibility to arrest the Administration’s rush 
towards a major economic disaster. The proposal to decon­
trol domestic oil is one of the most potentially damaging fea­
tures of this plan. . . .

The procedure embodied in S. 621 would provide for Con­
gressional review and a right of disapproval of each proposed 
action. These procedures would also require that the justifi­
cation and need for each action be explicitly stated, and 
that the impact of the action on the prices of fuels and other 
forms of energy, on domestic energy consumption and produc­
tion, on the cost of living, and on the economic well-being, 
on employment or regions, socio-economic groups and in­
dustrial sectors be fully analyzed. The Committee believes 
that these are necessary if the Congress is to play its Con­
stitutional role in the decisions that have substantial effects 
on the domestic economy. . . .

Section 103 of the Act specifically requires that the Con­
gressional review procedure described in the Act shall apply 
to any proposal employed for the purpose or with the effect 
of establishing or maintaining a minimum price for any do­
mestically produced fuel or other form of energy. Institu­
tionalizing cartel-set energy prices by setting a price “floor” 
has been declared national policy by the President and the 
Secretary of State. In response to a question at a press con­
ference on February 25, 1975, Secretary of State Henry A. 
Kissinger said:

First, the speech that I delivered—on I believe it was 
February 3d [before the National Press Club]—was 
clone at the request of the President. It was approved in 
all its particulars by the President. It was sone over by 
the White House officials that are responsible for eco­
nomic policy. It was gone over by Assistant Secretary of 
the Treasury-—the Secretary of the Treasury being out of 
the country, in England, on that particular weekend. The 
speech on February 3d reflected the views of the Presi­
dent and reflected the views of the Administration.

Since then—and I have had occasion to review this 
whole matter with the President again this morning— 
there is no question that the United States supports a 
guaranteed price for alternative sources of energy.

Whether this price is achieved by subsidy or by tariff, 
or by some other method, is a matter for negotiation and 
is, indeed, a matter which we would leave to the decision 
of each country. And as far as the Department of State 
is concerned, we have no particular interest in how this 
guaranteed price is achieved—as long as it is achieved.

The Committee believes that the development of alterna­
tive energy sources must proceed at an expeditious pace. 
The Non-Nuclear Energy Research and Development Act of
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1974 which originated in this Committee provides a compre­
hensive framework for this effort, including authority for 
price guarantees to facilitate research and development of 
alternative energy sources. The Committee does not believe 
that the case has, however, in any sense been made that the 
establishment of a price floor for all energy consumed in the 
United States, with its enormous attendment costs to con­
sumers, is a policy the United States ought or need follow in 
order to achieve the development of these new energy options. 
Section 103 of the Act would require that any proposal to es­
tablish an energy price floor would first have to be fully 
justified and analyzed by the Administration and then re­
viewed by the Congress before it was implemented.

C. A NATIONAL ENERGY PRODUCTION BOARD

The Democratic Majority proposals issued February 27,1975, recog­
nized the importance of an “orderly but accelerated development of 
greater and more diversified domestic sources of supply.” As described 
in the published report. “The Congressional Program of Economic 
Recovery and Energy Self Sufficiency”:

The overall objective of national energy sufficiency recog­
nizes the enormous undertaking involved in terms of capital 
investment and incentives, in terms of environment protec­
tion and national security. Switching from oil and gas to 
coal and other sources is just one aspect of the program 
although a most critical one and it alone will require a sub­
stantial commitment of national resources. A national pro­
gram of this magnitude requires the establishment of an in­
strumentality at the highest level of government to make cer­
tain that the program is successful. Therefore at the core of 
the recommendations is the creation of a National Energy 
Production Board as an independent agency of the govern­
ment. It would mobilize unutilized and under-utilized private 
and public resources to increase domestic energy production 
on an urgent basis. The National Energy Production Board 
would be patterned after the War Production Board of World 
War II and, subject to Congressional review, would have 
authority and funding to break energy bottlenecks, and to 
take all actions necessary to accelerate the production of and 
conversion to domestic energy sources. Much of the cost 
would be funded out of an Energy Trust. . . .

As the financial base for this trust, a 5 cent tax on gasoline 
at the pump would be imposed 30 days after enactment. This 
revenue would begin to pay for the urgent program of con­
servation and production.

Additional revenues, for the Trust would be derived from 
energy taxes on inefficient uses of energy and by dedication 
of part of the funds paid for leases covering the Outer Con­
tinental Shelf.

It was anticipated that Trust fund receipts should and would be 
$1 billion in 1976 and $2 billion thereafter through fiscal year 1984.
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S. 740, introduced February 18,1975 (by Senators Jackson, Magnu­
son, Stevenson, Bayh and Leahy), provides the proposed legislative 
authority and administrative framework through which this broad 
objective would be carried out.

As introduced, the bill would establish a “National Energy Produc­
tion Board to assure early development of energy resources on the 
public domain and other Federal lands and on the Outer Continental 
Shelf to overcome the dependence of the United States on foreign 
nations for energy supplies which are essential to national security, 
commerce, and a full-employment economy.”

The independent nature of the Board is described in Title I, subject 
to cooperative liaison and “rights of review and comment” on pro­
posals, which are listed in Title V: As described in the official sum­
mary of Title I:

The National Energy Production Board will consist of a 
Chairman and four members appointed by the President with 
the advice and consent of the Senate. The Chairman of the 
Board has cabinet rank (Level I of the Executive Schedule) 
and the members of subcabinet rank (Level II). The Board 
is established for a five-year term subject to extension by the 
Congress. No member may hold another position in the Ex­
ecutive branch, nor may a member, after service on the Board, 
represent any party other than the United States in a matter 
involving the Board. The Board will have power to make full 
use of competent personnel and enter into contracts to carry 
out its work.

Title V on Guidelines and Administration provides that:
The Energy Resources Council, the Governor of any af­

fected State and the governing bodies of political subdivisions 
of affected local areas shall review proposals of the Board. 
In addition, right of review and comment shall be provided to 
private industry, labor, and environmental and consumer 
groups.

The duties, responsibilities and authorities of the Board are com­
prehensive and far reaching, but place certain of the programs man­
dated under congressional review with a right of disapproval and 
others in a status which requires express legislative authorization.

Two major overall duties are described in Title II, (1) general 
monitoring of all energy resource activities and (2) preparation and 
execution of a Federal oil and gas exploration program on Federal 
lands including the OCS.

The Board is empowered to monitor all activities of the 
Federal government and the private sector within the United 
States or in other parts of the world which have a bearing 
on the devolpment of domestic energy resources or the avail­
ability of material, equipment or manpower for such 
development.

The Board is directed to prepare and carry out a Federal 
oil and gas exploration program designed to determine the 
extent, location and value of oil and gas reserves on Federal 
lands, including the Outer Continental Shelf. This program
55-002—75------ 4
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shall involve prompt, comprehensive, and environmentally 
responsible activities, including exploratory drillings, in con­
sultation with affected State and local governments.

Three programs, ordered to be developed by the Board are to be 
subject to Congressional review and right of disapproval within 60 
days, the Naval Petroleum Reserves program (described in Section II 
above), a Federal Facilities Energy Program and an Expedited En­
ergy Project Procedure to overcome" delays and “institutional 
impediments.”

The Federal Facilities Energy Program, as described in Title III. 
Section 303 of the bill, to be drawn up by the Board “within 90 days 
of the effective date of this section, would be based on and would 
include:

(1) an inventory of federally owned and federally con­
trolled industrial and manufacturing plants and installations, 
including but not limited to naval shipyards, ship repair 
facilities, depots, arsenals, and other facilities and installa­
tions of the Department of Defense and industrial and manu­
facturing facilities of other departments, agencies, and instru­
mentalities of the Federal Government;

(2) an inventory and assessment of the capacity of various 
departments, agencies, and instrumentalities of the Federal 
Government, including but not limited to the Corps of Engi­
neers of the Department of the Army, the Naval Ordanance 
Command of the Department of the Navy, the Bureau of 
Reclamation of the Department of the Interior, and the Gen­
eral Services Administration to participate in the manage­
ment of Federal energy exploration, development and 
production programs;

(3) the identification and designation of idle, underutilized, 
or surplus Federal facilities and installation capable of, or 
capable of being adapted to, at reasonable cost, the produc­
tion of materials and equipment essential for the production 
of energy and fuels, including but not limited to drilling 
platforms, drilling rigs, pipe for drilling operations and pipe­
lines, and mining and transportation equipment, goods, and 
supplies:

(4) estimates of the cost of equipping, reequipping, tooling, 
or retooling such facilities and installations for the produc­
tion of energy-related materials, goods, and equipment;

(5) estimates of the availability of the manpower required 
to staff such Federal installations and facilities:

(6) a plan for the conversion of designated appropriate 
federal facilities and installations for production of energy- 
related materials and equipment:

(7) a schedule for the conversion of designated Federal fa­
cilities and installations for the production of energy-related 
materials and equipment.

Programs to be drawn up by the Board “within nine months.” but 
which require express Congressional authorization are authorized in 
Title IV. officially summarized as follows:
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The Board is directed to prepare, within nine months, 
Federal action programs to accelerate coal production from 
public lands of the United States, improvement and augmen­
tation of the energy transportation system, including rebuild­
ing railroad systems, coal slurry pipelines, oil and natural 
gas pipelines, and a Federal oil and gas production program. 
The Federal oil and gas production program shall include 
provisions for development and production of oil and gas 
reserves under Federal management, joint ventures and cost 
sharing with private industry and preferences for entry into 
the oil and gas production industry by independent producers. 
None of the programs authorized under the title may proceed 
without express legal authorization of the Congress.

D. INCREASED PRODUCTION OF COAL

All of the measures listed in Section III-E above, while directed at 
conserving oil and gas by encouraging or forcing conversion to the 
use of coal—would also have the effect of encouraging increased pro­
duction of coal.

In addition to these, agreement on the terms under which strip 
mining would take place has been considered of major importance in 
achieving this goal.

Both the Administration and Congress have placed a high premium 
on rapidly stepping up the output of coal as a means of offsetting re­
ductions in imports of oil and as a longer run substitute for oil and 
natural gas. The Administration’s target is to double coal output in 
ten years—from the present 600 million tons per year (TPY), a goal 
which would require opening up about 140 new two-million TPY 
eastern underground mines, some 30 new two-million TPY eastern sur­
face mines and 100 new 5-million TPY western surface mines. About 
half of present production is by the stripping process.

The Congressional Majority energy policy statement also endorsed 
increased use of coal but underscored its concern for “an energy pro­
duction policy fully compatible with environmental concerns.’’ It rec­
ommended the adoption of the Surface Mining Control Act, legislation 
“which recognizes the interests of states” in energy facilities siting, 
and called for establishment of “machinery to recognize and resolve the 
concerns of Coastal, Rocky Mountain states and others concerned with 
damage to the quality of life from potential exploitation of their 
regions and to provide* adequate funding to minimize detrimental sec­
ondary effects.”

While only about 5 percent of the approximate 3 trillion tons of coal 
resources in* the United States is close enough to the surface to lend 
itself to stripping, nevertheless the leadtime from opening up a new 
mine to delivery of coal is shorter than that of opening up new deep 
mines,18 working conditions are safer, it usually results in a more com­
plete recovery of deposits (90 percent as compared with 55 percent 
recovery in deep mines), and is generally cheaper in terms of cost per 
unit of production.

18 About 2 to 4 years for surface mining and 3 to 5 years for deen mining, according to 
the National Academy of Engineering, U.S. Energy Prospects, May 1974, p. 92.
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Environmental costs of stripping, however, are high, and related 
costs of reclamation are also high. Water pollution occurs through 
acid drainage. There is loss of agricultural production on lands dis­
turbed by stripping as well as a long delay in return to arable status 
unless thorough reclamation takes place, a process involving draining, 
grading and revegetation which would add from 5 to 60 cents per ton 
to the cost of mining, depending on terrain, soil, mining method and 
climate.

Both the Administration and Congress have sought to find an ac­
ceptable strip mining bill on which they could agree, and bills were 
introduced early in the first session of the 94th Congress seeking to re­
solve the differences which had prompted President Ford to veto the 
bill which passed both houses late in 1974. S. 652 and H.R. 3119, were 
introduced for the Administration, S. 7 and H.R. 25 for the Congres­
sional Majority.

The Administration had requested 27 changes in last year’s vetoed 
bill and Congress claimed to have met most of the “critical” changes 
in the melded version of S. 7 and H.R. 25, which passed the Senate, 
on May 5, and the House by a vote of 293 yeas to 115 nays on May 7.

Major provisions in the legislation as passed include: (1) Allow­
ance of surface mining in alluvial valley floors, where such activities 
will not jeopardize irrigated agricultural activities. (2) Prohibition of 
surface mining in National forests. (3) Imposition of a tax in the 
amount of 35 cents/ton on surface-mined coal and 10 cents/ton on 
deep-mined coal, for the establishment of an abandoned mine reclama­
tion fund. (4) Exemption of anthracite coal mines from the provisions 
of the bill. (5) Elimination of special unemployment compensation for 
persons dislocated from their jobs by the administration and enforce­
ment of the bill’s provisions.

On May 20, 1975, President Ford vetoed H.R. 25, the Surface Min­
ing Control and Reclamation Act of 1975, citing unacceptable levels of 
lost coal production, unemployment, and the fact that “since 1971, 21 
states W’hich produce over 90 percent of the nation’s surface mined 
coal have either enacted new environmental legislation governing sur­
face mining or have strengthened laws already on the books,” as three 
of the primary reasons for returning the measure to Congress.

In the course of House hearings held on June 3, prior to the House 
vote on the veto on June 10,1975, it became clear that the Administra­
tion was no longer prepared to support even its own bill as introduced 
four months earlier.

The President, in his veto message, repeated the Administration’s 
claim that “a production loss of 40 to 160 million tons would result in 
1977” and that “as many as 36,000 people wrnuld lose jobs,” but he ad­
mitted that his own bill would also result in production losses—as 
much as 80 million tons—and loss of a substantial number of jobs, 
placed at about 18,000 by other Administration spokesmen.

He tied his veto not only to the fact that “Congress has yet to act on a 
comprehensive energy program capable of achieving goals on which we 
all agree,” but to the fact that Congress had not enacted the program 
which the Administration had proposed.

He said:
The bill I sent to the Congress in February would have also 

entailed production losses estimated between 33 and 80 million
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tons. Even though these losses would have been substantial, we 
could have accepted them if Congress had enacted the compre­
hensive energy program I proposed. But, now the potential 
losses of H.R. 25 are intolerable.

At a press conference on May 19, 1975, FEA Administrator Frank 
Zarb, reiterated this point. Citing as first among other factors the drop 
in domestic production of oil in the first quarter of 1975 to 8.5 million 
barrels a day, down half a million barrels from the same period in 1974, 
he replied to the question “Does the President favor any surface min­
ing at all as follows:

Mr. Zarb. The President sent up a bill in February, and for 
the most part, it had the elements of a bill that would be satis­
factory to us. Even that bill had a penalty, but keep in mind 
two things that were somewhat different.

When that bill went forward, there was some reasonable ex­
pectation that at this moment we would be looking at the pos­
sibility of a comprehensive piece of legislation in the total en­
ergy area having been completed. That certainly is not the 
case.

If a national energy program was in place, and if we were 
already underway in reducing our consumption levels of oil, 
and if we were already underway in putting those measures 
into place to get additional production between now and 1980, 
then perhaps this bill might have been examined differently.

And when the vote to override failed by 3 votes—278 yeas to 143 
nays—it also became apparent that Congress itself was not yet pre­
pared to insist on a definitive bill, for reasons at least in part aligned 
to those outlined by the Administration.

E. NUCLEAR POWER

Estimates and plans for future energy supplies for the United States 
anticipate major expansion of nuclear power, the technology for which 
has been developed over the past three decades with very large in­
fusions of public funds through the Atomic Energy Commission 
(AEC) and now through the Energy Research and Development Ad­
ministration (ERDA).

However, during recent Congresses, issues have been raised concern­
ing the general presumption that nuclear power will supply an increas­
ing part of the Nation's energy through the year 2000, including such 
basic questions as to whether domestic supplies of uranium ore are 
sufficient to permit the hoped for expansion without using recycled 
plutonium and/or breeder reactors.19

During the first six months of the 94th Congress. ERDA and NRC 
authorizations were the only significant nuclear energy bills which had 
received either House or Senate approval, although supplemental 
appropriations for NRC. to provide an additional $50 million for 
safety measures, had been approved, and enacted as Public Law 94-18.

19 The Subcommittee on Energy and the Environment of the House Committee on In­
terior and Insular Affairs held oversight hearings on nuclear energy April 28-29, May 1. 2. 
June 2. 5 and 6. See Hearinffg, Part II, Nuclear breeder development program, scheduled 
for publication in July, for a detailed discussion of estimates on uranium reserves and 
resources of the United States.
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They provided, however, a forum for early floor debate on many ones- 
ions which have already been addressed in extensive hearings on 

legislation which is nearing markup stage. 6
The following sections very briefly describe legislative activity and 

other events during this period involving: (1) ERDA and NRC oro-a- 
n“ and funding; (2) the breeder reactor:) plutoEi 
leveling ; (4) exports of nuclear materials and technology, and related 
safeguards issues; and (5) siting and licensing of nuclear plants. 
Additional details may be found in Annex III of this report, “Nuclear 
lower and the 94th Congress: A Midterm Report,” by Dr. Warren 
drawn Barbara Rather, from which this summary has been

7. ERDA and ARC organization and funding for nuclear power 
nndVT17 19? \9I\PIeside.nt Ford activated the Energy Research 
and Development Administration (ERDA) and the Nuclear Regula­
tory Commission (^RC). Both new agencies were created by the 
Energy Reorganization Act of 1971 2° which alsQ abolished tl/e old 
Atomic Energy Commission.

VVensin^ and regulatory functions for- 
a ° hn AEn ’ devote its ful] attention to assur-

KS f le rebabdlty of nuclear power. Creation of 
the ARC should end the concern that some have expressed in the past 
when one agency, the AEC, had the dual and conflicting responsibili- 
tie® and for regulation of civilian nuclear power.

Ilie ERDA brings together in one agency the major Federal energy 
iesearchand development programs and bears the responsibility for 
leading the national effort to develop the technology needed to assure 

ai?J<le+and se.cure supplies of energy at reasonable 
kn-H E fA energy research and development

? ?e AEp' the Bepartment of the Interior, National 
Science foundation and Environmental Protection Agency. ERD\ 

and development for production of nuclear materials and for atomic weapons.
Organization should receive fresh attention after June 30, 1975 

vmeh is the latest date for the President to transmit to Congress such 
additional recommendations as he deems advisable for organization of 
energy and related functions in the Federal Government.21

As approved by the House on June 20,1975. bv a vote of 317 veas to 
. na\s on TI.R. 34(4. ERDA authorizations for fiscal year 1976 plus an 
to Ort^ three transition Period from July 1. 1976,
to Uctobei 1,19(6, were as follows:22

|!n billions]

Fiscal year 1976 Transition quarter

0aerating expenses
Plant and capital equipment'

Total______________

53.462 
.938

4.400

$1,030 
.195

1.225

££"hlW4iw 93^33. R8 Stat. 123^^^ 11 1974
En"A Reorganization Act of 1974.

tlons and comments of the Joint CoSttw^Atom^ 1975’ f°r the recommenfla-
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Of this amount, less than half—approximately $1.9 billion for fiscal 
years 1976 and about $500 million for the transitional period—was 
approved for nuclear energy.

While only $212 million of this amount (plus $58 million for the 
transition period) was earmarked for the liquid metal fast breeder re­
actor, the overall LMFBR program cost for the period through the 
year 2020 is now estimated at $10 billion, as compared with a late 1960’s 
estimate in the range of $3 to 4 billion, and the estimated total pro­
gram cost of the Clinch River demonstration Breeder Reactor Project, 
an essential element of the whole fast breeder program, has already 
escalated from $700 million to $1.7 billion, although it will not be 
operational until the year 1982.

Authorizations approved by the House for the Nuclear Regulatory 
Commission, on June 20, tota.'ed $272 million for fiscal year 1976 and 
the transition period.

ERDA appropriations, approved by the House on June 24 (H.R. 
8122) totaled $5,023,000 for fiscal year'1976 and the transition, but ex­
cluded some fossil fuel and conservation funding still to be approved by 
another subcommittee. The NRC appropriations, approved in the same 
bill, totaled $252 million.
2. The breeder reactor

A major controversial issue of energy and nuclear power policy in 
the 94th Congress is the future of the breeder reactor and ERDA’s 
program to further develop this technology and to build a larger 
breeder demonstration on the Clinch River at Oak Ridge, Tennessee. 
Compared with previous Congresses, more Members are now raising 
questions about and challenging this program than in the past. The 
breeder is likely to receive additional attention later this year after 
four reports due by the end of June become available to the Congress 
and to the public.

These four studies include: ERDA’s final environmental statement 
on the breeder program; a report on ERDA’s administrative hearings 
on the breeder program; a GAO study on the cost of the breeder pro­
gram; and a report from the Joint Committee on Atomic Energy’s 
ad hoc Subcommittee that is studying the breeder.

In January 1975. an ERDA review group completed its report on 
the LMFBR program and confirmed the need to “. . . proceed expe­
ditiously to develop the LMFBR at this time to assure the continued 
availability of the nuclear power option to meet the Nation's future 
energy needs.” The report deemed prudent the objective of achieving 
commercial breeder availability by the early 1960’s, although it noted 
some risk that this timing may be late in relation to need.23

The report also found that known economically recoverable domes­
tic uranium reserves would be committed to converter reactors within 
a few years; that the LMFBR program contained the essential ele­
ments for success and was in reasonable balance; and that foreign 
LMFBR programs would contribute important data and information, 
but that it would be impractical to substitute foreign reactor experi­
ence and technology for critical elements of the U.S. program.

In March 1975, ERDA proposed realignment of management of the 
Fast Breeder Reactor Project. The change would have ERDA assume

®r.S. Enerrv Peseareh and Development Administration. Report of the Liauid Metal 
Fast Breeder Reactor Program Review Group, January 1975, 59 p., report ERDA-1.
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direct management of the demonstration project in order to recognize 
the Government’s expanded financial commitment and to assure that 
the project has single lines of authority and that its objectives are 
met.24

At about the same time, the Natural Resources Defense Council 
issued a report sharply criticizing the breeder project25 and proposed 
bypassing the breeder and moving directly into using solar, geo­
thermal and fusion energy and energy conservation. The real 
LMFBR debate, according‘to NRDC, will center around whether 
it is possible to make this leap. NRDC believes the leap can be made 
and recommended that the Federal Government delay the LMFBR 
program for a decade as premature and because they see no penalty 
in such delay. Funds freed by the LMFBR cutback could finance 
accelerated development of solar, geothermal, fossil, fusion and con­
servation technologies.

The postponement would also provide time for data to be gathered 
and assessed which bears critically on the future desirability of the 
LMFBR program. Such data would include: (1) More accurate in­
formation on uranium availability and future energy demands; (2) 
information on the potential of solar, geothermal and fusion energy 
(which should increase “dramatically” with appropriate funding/; 
and (3) information to answer critical health and safety problems 
of the LMFBR with more certainty than is now present.

The Joint Economic Committee, chaired by Senator Humphrey, 
held hearings on the LMFBR program on April 30 and May 8. In 
June, the Subcommittee on Energy and the Environment of the House 
Committee on Interior and Insular Affairs and the Ad Hoc Sub­
committee to Review the National Breeder Program of the Joint 
Committee on Atomic Energy began hearings on the national breeder 
reactor program and related issues.

Secretary of ( ommerce Merton and Federal Energy Administrator 
Zarb told M ashington newsmen that the breeder program should not 
be undertaken on a crash basis.26

ERDA has announced that it has commissioned the National Aca­
demy of Sciences to conduct an 18-month independent analysis of 
all the risks and benefits associated with alternative conventional and 
breeder reactors as sources of power.27 *

Bills concerning the breeder thus far in the 94th Congress have 
been limited to the ERDA authorizations. In the Senate. Senator 
Tunney on June 10 proposed an amendment to the ERDA authoriza­
tion for F iscal A ear 1976 to eliminate funds for on-site construction 
of the breeder demonstration and to require an assessment and report 
to Congress by the Office of Technology Assessment on the breeder 
within a year.-8 In the House, the ERDA authorization was passed 
on June 20, after attempts to amend the bill to reduce or delay the 
breeder had not succeeded.29

24 Of., ERDA press release No. 75-32, Mar. 11, 1975.
25 Thomas B. Cochran, J. Gustave Speth and Arthur R. Tamplin. Bypassing the breeder. 

A report of misplaced Federal energy priority. Washington, D.C. : Natural Resources 
Defense Council. March 1975. 10 p.

■ ictor K. McElheny. "Morton and Zarb ioin in suggesting a slowdown on nuclear 
breeder reactors and call for more research.” The New York Times. June 10, 1975, p 25.

"A"Peonies Week, June 12 1975 p. 4. This newsletter attributed the origins’of the 
st,’dvto a lettPr from NAS ^resident Philip Handler to Senator Tunney.

- Congressional Record, June 10. 1975, p. S 10175.
29 Congressional Record, June 20, 1975. pp H5833-5887
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3. Plutonium recycle
Whenever nuclear fuel containing uranium-238 is exposed to neu­

trons. which is the condition within a nuclear reactor, some of the 
U-238 is transformed into plutonium. If more atoms are so trans­
formed into plutonium than are fissioned to energize the reactor, then 
the reactor is called a breeder. Conventional nuclear powerplants do 
transform U-238 into plutonium, which in principle can be recovered 
and used as a nuclear fuel in the reactors by mixing it with oidinary 
uranium. Over the years, the AEC has funded some research and de­
velopment to perfect this idea, known as plutonium recycle. In + u 
mist 1974 the AEC published in draft an environmental statement on 
use of such fuels in light-water reactors.30 The issue addressed is a 
method of operation of the nuclear power industry, including nuclear 
reactors and associated fuel cycle facilities and operations. If plu­
tonium recycle is authorized for commercial practice, then the pluto­
nium produced in conventional nuclear powerplants will extend the 
nuclear fuel resources of the Nation and also provide new income toi 
the nuclear industry and reduce the amount of plutonium held m 
storage. If plutonium recycle is not authorized, then the energy le- 
coverable from uranium reserves with present nuclear powerplants 
will not be increased, there would be less reason to process used fuels— 
which would reduce opportunities for theft or diversion of recovered 
plutonium, a new source of income for the nuclear industry would be 
foregone, but the chances of dangerous releases of plutonium to the 
environment woidd be substantially reduced.

The National Resources Defense Council in its analysis of pluto­
nium cycles strongly opposed the concept as dangerous and unneces­
sary.31 The Nuclear Regulatory Commission addressed plutonium re­
cycle early in 1975. On May 8. the NRC announced that before making 
a decision as to whether recycled plutonium may be used widely in 
fuel for light water reactors, it would ask for public comment regard­
ing possible courses of action for evaluating the safeguards issue.32

The Joint Committee on Atomic Energy in reporting the NEC s 
authorization for FT 1976 noted that undue delay by NRC will in­
evitably result in expensive inefficiencies and postponement of related 
(commercial) decisions. The Joint Committee urged the NRC to ex­
pedite its decisions on plutonium recycling and safeguards “. . . to 
the maximum extent without reducing the necessary scope and depth 
of its inquiry, regardless of its decision as to the separability of these 
two issues.'’33

Plutonium recycle has attracted legislative attention. In r ebruary, 
1975. Mr. Aspin introduced a Plutonium Recovery Control Act. to pro­
hibit the licensing of certain activities regarding plutonium until 
expressly authorized by Congress and to require a comprehensive study 
of plutonium recycling by the Office of Technology Assessment.34

SOT’S Atomic Energy Commission. Draft generic environmental statement mixed oxide 
fuel (recycle plutonium in Ughtwater-cooled reactors'), August 1974, 4 vols., report No. 
WASH-1327 (Known as the GESMO report.) ... . . .

a t Gustave Speth. Arthur R. Tamplin and Thomas R. Cochran. The plutonium decision. 
4 report on the risks of plutonium recycle. Washington, D.C.: Natural Resources De­
fense Council. Sentember 1974. 29 n. __

32 NRC press release No. 75-115, May 8. 1975. . „as sj Rent. 94-174. to accompany S. 1716. June 4. 19<a. p. 6. __
34 H R 3618 Feb. 25. 1975. and H.R. 4945 and H.R. 4946. Mar. 14, 19<a. Referred to 

the Joint Committee on Atomic Energy. Mr. Aspin was joined by 48 cosponsors on the 
several bills. Cf.. Mr. Aspin’s statement in the Congressional Record of Feb. 26, 197a, 
pp. E738-739 and Mar. 14. 1974, p. E1159.
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In the Senate, Senator 1 unney introduced a Plutonium Recovery 
Control Act to likewise prohibit licensing of plutonium recycle except 
for military or research and development purposes, and to require 
OTA to undertake a three-year assessment.33 * *
4- Exports of nuclear materials and technology and related safeguards 

issues
Controlling exports of nuclear materials and technology and safe­

guarding these items from theft and diversion in the U.S. and abroad 
has been a concern of the 94th Congress. Reports of U.S. shipments of 
weapons grade uranium to South Africa, of West Germany’s intention 
to export large-scale nuclear reactors, fuel processing plants and a 
uranium enrichment plant to Brazil, and recent international meetings 
to review safeguards problems have heightened this concern and 
prompted Congress to introduce and act on legislation as well as hold 
hearings on nuclear exports and safeguards.

I he Export Reorganization Act of 1975 36 would reorganize func­
tions of the Departments of Commerce and State, ERDA and the NRC 
to focus control of exports of nuclear materials and equipment in the 
Department of Commerce. However. Department of Commerce issu­
ance of an export license would require certification by the NRC that 
the receiving country has safeguards at least substantially comparable 
to those that the NRC requires for domestic nuclear activities.

The Senate Committee on Government Operations held hearings on 
this proposed reorganization in late April, 1975. In the House, bills 
have been introduced to prohibit the transfer of atomic technology to 
foreign powers 'without the express approval of the Congress.37 and 
to prohibit the transfer of nuclear materials to countries which have 
not ratified the Treaty on Non-Proliferation of Nuclear Weapons.38

One provision of the Plutonium Recovery Control Act introduced in 
the House by Mr. Aspin would require the Office of Technology As­
sessment to conduct and complete within three years a comprehensive 
study of the recycling of plutonium to include an investigation of the 
risks of the unauthorized diversion or theft of plutonium.39

During House debate on the NRC authorization bill for fiscal year 
1976, Air. Long of Maryland introduced an amendment to prevent the 
NRC from using any of its funds to license or authorize the export of 
nuclear fuel or technology to any country which furnishes or agrees 
to furnish uranium enrichment or nuclear fuel reprocessing plants to 
a country not a party to the NPT, or any country which is not a party 
to the NPT and which develops either an enrichment or reprocessing 
plant without concluding an arrangement with IAEA or Euratom re­
quiring present and future nuclear facilities to be subject to safe­
guards established by either such agency against diversion of nuclear
.3 A Mar. Referred to the Joint Committee on Atomic Energy. The bill

oOfhl rPovlirn^nrUT^ t0< con2uct and comPlete within three years a comprehensive study 
th/nnhiu Plutonium for the purposes of determining the extent of the dangers to
[ncludP^M ? of s"ch recycling. The study would
A ? TnvcJ^ th? toxic>fy and carcinogenic characteristics of plutonium:

U ?lsks unauthorized diversion or theft of plutonium : and (3) 
Consideration of the development of systems for the use of plutonium which will assure 
the protection of the nubile health and safety of the environment Cf Senator Tunney's 
remarks in the Congressional Record of Mar. 17, 1975 p 83963 ’ &enator 1 unney s

Gl™» f «» Com-
£ US- J?n- 14- 1975 : H R 245-- -Tan. 30 1975.

H.R. An-. 10. 1975 ; H.R. 72°4 Mav 21 1975
»II.R. 3618. Feb. 25, 1975. ' ’
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material. The provisions would not prevail if the President deter­
mines that the national security requires such a license or authoriza­
tion and reports this determination to Congress at least 60 days prior 
to the issuance of such a license or authorization. Opponents of the 
amendment argued that it would not serve to advance U.S. policy 
towards non-proliferation. The amendment was defeated 139-1E.40

Concurrent resolutions have been passed which expressed congres­
sional approval of proposed additional amounts of special nuclear 
material which may be distributed to the International Atomic Energy 
Agency41 and the European Atomic Community42 pursuant to the 
Atomic Energy Act, and the proposed two-year extension of the 1955 
Agreement for Cooperation between the U.S. and Israel concerning 
the civil uses of atomic energy.43 Hearings were held on these proposals 
on February 6,1975, by the Subcommittee on Agreements for Cooper­
ation of the Joint Committee on Atomic Energy.44

Hearings on the export and safeguarding of nuclear materials and 
technology not related to specific legislation were held by committees 
of the House and Senate. The Subcommittee on Energy and Environ­
ment of the House Committee on Interior and Insular Affairs held 
hearings on the plutonium economy and nuclear theft on May 2,1975. 
as part of its overall hearings on nuclear energy. The Subcommittee on 
Arms Control of the Senate Foreign Relations Committee held hear­
ings on March 19,1975, on issues relative to nuclear nonproliferation.
5. Siting and licensing of nuclear plants

President Ford in his State of the Union Message of January 15, 
1975, spoke of nuclear power in the context of beginning to restore 
the Nation’s surplus capacity in total energy. He mentioned a 
number of actions to energize the Nation’s nuclear power program and 
said he would submit legislation to expedite nuclear licensing and the 
rapid selection of sites. He also recommended that the one-year invest­
ment tax credit of 12 percent be extended an additional two years to 
speed the construction of powerplants that do not use natural gas or 
oil, and proposed selective reform of State utility commission regula­
tions. His program envisions that within the next 10 years there will 
be 200 major nuclear powerplants in the United States.45

The Energy Reorganization Act of 1974 requires that the Nuclear 
Regulatory Commission make a national survey to locate and identify 
possible nuclear energy center sites defined as an area, not limited to 
land, large enough to support all the facilities used in the whole nu­
clear fuel cycle—uranium enrichment, fuel reprocessing, waste storage 
and other processes, in addition to the generating plant itself.

The survey is to include:
40 cf debate in the Congressional Record. June 20, 1975. pp. H5892-5895.
4i S Con. Res. 13. Feb. 11. 1975: and H. Con. Res. 115, Feb. 10, 1975. Approved by the

Senate Feb’ 19. 1975. end tabled in House Mar 17, 1975. _
«S. Con. Res. 14. Feb. 11, 1975: and H. Con. Res. 116, Feb. 10, 197o. Passed by Senate

Feb. 19, and tabled in the House on Mar. 17. 1975.
"" S. Con. Res. 15. Feb. 11, 1975, Mr. Pastore; and H. Con. Res. 114, Feb. 10, 1975. 

Passed by Senate February 19, 1975, and in the House Mar. 11,1975.
4* U.S. Congress. Joint Committee on Atomic Energy. Subcommittee on Agreements for 

Cooperation. Proposals for international cooperation in nuclear energy. Hearings, 94th 
Congress. 1st session. Feb. R 1975. Washington, U.S. Govt. Print. Off.. 1975. 16 p.

45 As of Mar. 13, 1975, ERDA reported 53 operating nclear generating units, 63 being 
built. 13 with site work authorized, 92 with reactors ordered, 13 nlanned. nlus two ERDA- 
owned unit1-, for a total of 236 nuclear generating units. Cf., AEC press release No. 75-60, 
Apr. 29. 1975.
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(a) A regional evaluation of natural resources, including land, 
air, and water resources, available for use in connection with 
nuclear energy center sites; estimates of future electric power 
requirements that can be served by each site; assessment of the 
economic impact of each nuclear energy site; and consideration 
of any other relevant factors;

(b) an evaluation of the environmental impact likely to result 
from construction and operation of such sites, including an evalu­
ation of whether such centers will result in greater or lesser en­
vironmental impact than separate sitipg; and

(c) consideration of the use of federally owned property and 
other property designated for public use, but excluding national 
parks, national forests, national wilderness areas and national 
historic monuments.

1 he report is to be published and sent to the Congress and to the 
Council on Environmental Quality not later than October 11,1975, and 
is to be updated from time to time thereafter by the NRC.

The Act also authorizes the NRC to adopt policies which will en­
courage the location of nuclear power reactors and related fuel cycle 
facilities on nuclear energy center sites insofar as practicable.

Legislation to improve nuclear licensing procedures and to provide 
for siting include H.R. 3995, introduced by Mr. McCormack on Feb­
ruary 25, 1975; S. 894. introduced by Senator Jackson and 26 co­
sponsors on March 6, 1975; H.R. 7002, introduced by Mr. Price on 
May 14, 1975: and S. 1717, introduced by Senators Pastore and Baker 
on May 12, 1975. S. 984 would authorize the Secretary of the Interior 
to assist the States to develop and implement State land resource pro­
grams and. among other things, to encourage expeditious energy siting 
decisions. I he other bills would improve licensing; and siting in vari­
ous ways.

F. OIL AND GAS DEVELOPMENT ON THE OUTER CONTINENTAL SHELF

Ever since President Xixon announced January 23, 1974, that the 
Interior Department would lease up to 10 million acres of the Outer 
Continental Shelf in 1975. there has been an increasing demand that 
OCS exploration and development procedures be changed.

The Senate is moving toward definitive markup of a bill that would 
revise the leasing system for Outer Continental Shelf (OCS) oil and 
natural gas.

The Senate Interior and Insular Affairs and Commerce Commit­
tees’ staffs have completed two months of hearings, study and discus­
sions on OCS legislation. The Interior Committee is scheduled to be­
gin markup sessions on July 8, 1975, on a bill (S. 521) which amends 
the Outer Continental Shelf Lands Act, to create, among other things, 
a new and comprehensive method of leasing the offshore lands, which 
had been proposed in S. 426.

Key features of the proposed revised bill are :
—Creates six new bidding methods by which the Secretary of the 

Interior may offer a lease for sale.' In addition to the existing 
combinations of cash bonus and royalty methods, the new meth­
ods authorize the use of diminishing or sliding royalties, and a 
fixed share, diminishing or sliding share, or percentage share of 
the net profits to the U.S. Additionally there is included a pro­
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vision that the net profit share methods must be used for at least 
50 percent of the frontier areas offered for lease in a given year.

—Authorizes the Secretary to conduct or contract for explora­
tion activities, including exploratory drilling to determine the 
presence or absence of commercial quantities of oil or gas prior 
to selling a lease.

—Changes the present limitation that a lease be no larger than 
5,760 acres. Under the proposal the Secretary would be author­
ized to lease an entire geological structure or trap to the extent 
practicable.

—Requires that prior to development or production of oil and gas 
from the Outer Continental Shelf, the lessee must submit a de­
velopment plan for the approval of the Secretary.

Other features of the proposed amendments to S. 521 include a 
Coastal State Fund for the purpose of compensating the coastal State 
for the adverse impacts, primary and secondary, economic, social and 
environmental in nature caused by OCS oil and gas activity; and an 
Off-shore Oil Pollution Settlements fund, which would be used to 
compensate for damages caused by oil or gas discharges. A holder of a 
lease or right-of-way is held strictly liable for such discharges, except 
those caused by an act of war or negligence on the part of the United 
States or other governmental agency. Recovery is limited to $200,000,- 
000 per incident and the holder is liable for the first $15,000,000.

This legislation is also among pending major energy proposals 
which have been identified for expedited action by the Senate, before 
the August recess.

The House of Representatives has recently moved to consolidate 
OCS jurisdiction, which formerly was divided among the Interior and 
Insular Affairs, Judiciary, and Merchant Marine and Fisheries Com­
mittees, into a new Ad Hoc Select Committee on the Outer Continental 
Shelf, by the adoption of H. Res. 412.

The bill being considered by the Select Committee at the present 
time (H.R. 6218) is similar to S. 426. The Committee received an 
extensive briefing on June 9, 1975 from the Congressional Research 
Service of the Library of Congress, the Office of Technology Assess­
ment, General Accounting Office, and the staffs of the National Ocean 
Policy Study and Senate Interior and Insular Affairs Committees. On 
June 7, 1975, the Committee held an eleven hour hearing on H.R. 6218 
in New Orleans, La.; and three days of hearings were held in Wash­
ington, D.C. on June 17-19, 1975. The Select Committee visited Eng­
land, Scotland, and Norway the last week in June to draw on the 
experience of these countries in the North Sea explorations. Addition­
al hearings have been tentatively scheduled through the summer and 
early fall in New York/New Jersey area (July 18-19 and 25-26) ; 
Alaska/California area (August 2-10); Boston/Connecticut area 

. (September 12-14) ; Maryland/Eastern Shore area (September 26) ; 
concluding in Washington, D.C. (October 15-16).

G. SOLAR AND OTHER NONNUCLEAR ENERGY RESEARCH AND 
DEVELOPMENT

Continuing a Congressional initiative for greater federal support 
for solar energy begun in the 93d Congress, during the first six months 
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of the 94th Congress both the House and the Senate have pushed for 
additional resources in this energy field.40

A tax credit of up to $2,000 (25 percent of the first $8,000 cost) for 
converting homes to solar heat was approved by a vote of 244 to 132 
on June 13, 1975, in the course of debate on the Ways and Means 
energy bill, H.R. 2860. The residential solar energy credits are per­
mitted for insulation of equipment meeting “interim” rather than 
“definitive” HUD standards and may be provided for solar equip­
ment shared by several houses.

Title II of S. 622, passed by the Senate on April 10, 1975, provides 
that energy conservation plans may include “low interest loans and 
loan guarantee programs to improve the thermal efficiency of individ­
ual residences by installation of insulation, storm windows, or other 
improvements, or by the application of solar energy heating and cool­
ing equipment which meets the specifications developed under section 
8 of the Solar Heating and Cooling Demonstration Act of 1974.”

The Senate Select Committee on Small Business began hearings, 
expected to extend over a period of several months, on “Solar Energy: 
How Much? How Much from Small Business: How Soon? Why not 
More? Why not Sooner?” At the first of these hearings, held May 13 
and 14, 1975, witnesses from the private sector testified who urged in­
clusion of heating-and-cooling systems contractors in the projected 
solar demonstration projects to be financed under Public Law 93-409, 
and provided examples of discrimination against small business in the 
emerging solar energy industry.

A staff study prepared as background for the hearings tabulated a 
large number of estimates by government agencies and private re­
search firms, prepared between 1972 and 1975, on U.S. energy consump­
tion projected for estimated solar energy contributions, by technology, 
1980-2020.* * * 47 A preliminary finding was that official estimates of con­
tribution which can be provided by solar technologies appear to have 
begun to go up quite rapidly. The joint NSF/NASA solar energy 
panel, which m 1972 had estimated that by the year 2000 only 5 percent 
of total national electricity supply would be generated by solar energy 
(including wind, ocean thermal differences and other solar induced 
energy sources), in 1975 reportedly had raised this estimate to as much 
as 50 percent of projected electric power generation, made up of 25 
percent wind generated, 9 percent photovoltaic, and 16 percent from 
ocean thermal differences, assuming, however, no limit on capital 
availability for concurrent development of all three technologies.

The NSF/NASA projection assumed that a little more than 40 per­
cent of total U.S. energy would come from electricity in 2000, and 
would add up to an estimated 76 quads, or a little more than the equiv­
alent of 30 million barrels of oil a day. About half of this could come 
from solar energy.

Meanwhile, FEA has contracted with Florida Technological Uni­
versity for a study to provide regulatory and legislative recommenda­
tions designed to expand the market for solar water heating equipment, 
Florida law already requires new single family homes to be con­
PnhihUbTiLI'o?r oeV4?.?! “T-he Sol*r Heating and Cooling Demonstration Act of 1974”;

Housing and Community Development Act of 1974”- Public Law
“T^N^A^ Demonstratio11 Act <* 1974” ; and Public Law 93-316,

47 Congressional Record, May 8,1975, pp. S7730-40.
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structed in such a manner as to be adaptable to the installation of solar 
water heating equipment, and further state and local ordinances may 
result from the study. Before the introduction of cheap natural gas as 
an energy source, more than 25,000 solar water heaters were in use in 
the Southeastern states, including Florida.

Nonnuclear research and development authorizations, as approved 
by the House on June 20, 1975, included among the total ERDA au­
thorizations of $5.6 billion for both fiscal year 1976 and the transition 
period, some $367 million for fossil energy development. $194 million 
for solar, geothermal and advanced energy systems, and, $40 million 
for research and development in energy conservation.

H. QUANTITATIVE QUOTAS AS AN INCENTIVE FOR BOTH CONSERVATION 
AND FOR INCREASED DOMESTIC ENERGY PRODUCTION

The Administration’s energy policy has emphasized the central role 
of a pricing policy designed to increase the cost of oil and natural gas 
as a dual measure for both cutting back on consumption and encour­
aging increased production of domestic supplies.

During the course of the floor debate on H.R. 6860, a parallel alterna­
tive concept was put forward, namely, that quantitative limitations on 
petroleum imports would also serve a dual role, both to promote con­
servation of energy and to encourage increased domestic production of 
not only oil and natural gas but also alternative energy resources.

It should be noted that this rationale was a new phenomenon in the 
evolution of the Ways and Means energy proposals. As a number of 
opponents of the bill sharply pointed out, the Committee Report had 
downplayed the role of quotas as a direct constraint on consumption, 
arguing that its role would be rather to insure that petroleum savings 
otherwise achieved would be reflected in savings in imports.

However, this premise was promptly challenged by both opponents 
and proponents of the quantitative import limitation provision, early 
in the debate and even before the tax on gasoline was removed from the 
bill:

Mr. Ketchum. I find it absolutely amazing that the com­
mittee majority continues to believe that quotas on imports 
are not going to produce a major crunch. Just listen to this 
language from the committee report:

“Your committee does not intend that these import quotas 
be an energy conservation measure in themselves ... a compre­
hensive program of quota restrictions is necessary to be sure 
that the conservation achieved by other provisions in the bill 
will result in a reduction in foreign imports rather than a re­
duction in domestic production.”

This premise is so false that it defies comprehension. 
Domestic production is declining and this pious hope will not 
stem the decline. On the contrary, other actions already taken 
by Congress, such as the repeal of the depletion allowance, 
and actions being contemplated such as a windfall profits tax 
insure a drop in domestic energy activity. The FEA estimates 
that, at best, there would be a i million barrel a day increase 
in petroleum production, if a massive development program 
were underway and oil sold at $11 a barrel. These are opti-
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mist ic assumptions by anyone s standards. At the same time, 
assuming a 4-percent increase in demand a year, we will need 
between 7 and 9 million barrels a day of imported oil, figures 
well above the 6 million barrel a day quota. So how in the 
name of heaven can the supporters of this bill say that the 
quotas would not have a tremendous impact ?48 
*******

Mr. Conable. This quota supposedly has enough flexibility 
so that it will not bite, but if the gasoline tax is eliminated I do 
not think there is any doubt that the quota, as a quantitative 
limitation would in fact come into play and cause serious 
problems in the administration of the resulting scarcity.49 
******* 
. Ottinger. We have in the bill which is coming up from 

the Commerce Committee provided allocations, so that if 
import quotas create some shortfall and it may well do that at 
some time in the future, we will be able to manage that and the 
President will have the authority to make the necessary 
allocation. J

We have got to take some hard decisions in this House and 
any way we turn is hard. If the decision is to go to the price 
route, it means everybody is going to pay huge increases in 
price for everything in our economy. If we decide to do 
nothing to conserve, we are going to have this absolutely hor­
rendous transfer of assets to the OPEC countries. Quotas 
and allocations with price controls is by far the best 
alternative.

I think this is at the heart of the bill. Regardless of what 
people do on the gasoline tax, if we have a quota in place we 
will have a meaningful congressional energy policy.50

The Congressman who fought the hardest to strike all of Title I 
on oil import quotas, was the first to argue that its effect would in 
tact be so rapidly to drive up domestic oil production as to “drain 
America first” •

Mr. Gibbons. Now, oil is a very precious commodity. If we 
call up the Federal Energy Agency and ask them how much 
oil there is m the United States within the 50 States, the safe 
50. they will tell us there are about 4,000 davs of oil left in 
this country.

If we call up the U.S. Geological Survey and say. “How 
much oil is left in this country, oil we know is here and oil 
we hope is here and how long will that last at the present rate 
of consumption ?” They will tell us oil we know is here and oil 
S6 here and oil we know is on the Outer Continental 
Shelf, all that oil will last for all of 35 years.

Now, how old will we be when that oil runs out and how old
9 and grandchildren be when that oil runs

ouH y hat kind of heritage will we be leaving for ourselves 
and what kind of heritage will we be leaving for our children

* Fm”9 ’’p an^ecord' June 10’ 1975- p- H52is.
60 Ibid" pi H5238.



57

and for our grandchildren? What kind of position are we 
putting the United States in as far as bargaining just down 
the road? What kind of position are we putting the United 
States in as far as national security is concerned ?

Our answer to all those questions has got to be that we are 
putting them in the worst possible position that we could 
dream of. What worse position could we get ourselves in than 
to use up our most precious natural resource before and at a 
much more rapid rate than we should be exhausting it.

If we put on quotas, that is the only result that can happen. 
The only reason for quotas is to protect domestic production 
and to make domestic production run at its top rate, while the 
rest of the world goes on with its oil resources.51

Proponents agreed that the effect of quotas firmly applied would 
indeed provide a “bite” and a “crunch” but pointed out that, with 
or without quotas, oil as a finite resource was being depleted in the 
U.S. and throughout the world, that quotas served notice both to 
OPEC and to ourselves that the U.S. must move swiftly to develop 
not just remaining oil but also all available sources alternative to oil.

Mr. Bell. Mr. Chairman, I just wanted to point out some­
thing else which I think has not been mentioned. When we 
talk about draining the resources of our country, we also 
should be considering the fact that we are encouraging other 
oil companies in this country to go out and explore. By this 
proposal we are encouraging this, which is also a very impor­
tant facet of this program it seems to me.52 
*******

Mr. Corman. If we must cut back on those imports or, at 
least, hold them where they are, then clearly the sensible way 
to do it is through an import quota. It will be the incentive 
for investing in domestic exploration and production. If we 
do it merely by price, we will further bloat the profits of the 
oil companies, and we will leave totally within their discre­
tion where exploration money is spent.53 
*******

Mr. Koch. The only way we could find a feasible way of 
facing up to the problem is laying out the numbers of barrels, 
as we have here. Oil is a finite commodity. The gentleman 
says we have a glut of oil, but the world will be out of oil in 20 
or 30 or 35 years. There is no long-range glut of oil, and in 
terms of history that is a very short time.

This country peaked out in production 5 years ago, and 
production has gone down each year since. The best possible 
way of developing alternative sources and assuring that there 
will be a market is to establish this kind of quota system. 
This is the heart of the bill.54
*******

Mr. Green. Every country in the world is running out of 
oil, and we have to find alternate sources of energy. That is

51 Ibid., p. H5230.
62 Ibid., p. H5231.
raIbid., p. H5233.
“Ibid., p. H5235.
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one of the things this bill has tried to do, to stop being energy 
hogs, to serve notice that we intend to discipline ourselves. 
We have very care,fully tailored this quota, and we have time 
in the future, if we have made a mistake to correct it.

The quota that would be in effect this year will not be 
reached and if it were and we were in some kind of a tight 
bind and needed oil, we have given the President an addi­
tional 1 million barrels a day for the next 2 years, discretion­
ary authority. By balance, I think we have built in the kind 
of flexibility we need to begin to come to grips with this prob­
lem. American oil is drying up with or without a quota. 
We cannot afford the dependence today. We must develop 
our own sources.53 54 55 . . .

The fact of the matter is that we are going to run out of 
oil at some point, and unless we begin to develop alternate 
sources of energy in this country, we are in trouble.

Let us say it is 35 years, 13 years, or 42 years, or let us say 
it is 112 years. The fact of the matter is that we are going to 
run out of oil in this country, and we cannot, in the mean­
time, continue to be dependent and be placed in a position 
where the OPEC countries can strangle the United States of 
America. Unless we begin to put a quota on as to how much 
we are going to take, and unless we begin to develop alternate 
sources of energy in this country, we can quibble as to whether 
it is 35 years, 13 years, or 50 years, but we have to get down 
to doing the job that is necessary.56

At the end of the two weeks of hard fought floor debate, as the 
House moved toward the final showdown vote on June 19, 1975, the 
Chairman of the Way and Means Committee summed up the message 
that was intended to be communicated through the measure and 
through the then still pending critical vote:

Mr. Ullman. Mr. Chairman, we are about to conclude a 
long and tedious debate on the subject o.f energy.

We know better now than we did in the beginning that 
there are no easy answers. There will be, I understand, a 
recommittal motion; but I would like to say to my colleagues 
that a recommittal has to be a dead end. There is no way we 
can go back to the committee and take a new turn. . . .

We begin by telling the OPEC countries and the world that 
we are putting a limit on the amount of oil we import. From 
now on we are not going to import oil without limit. We are 
telling the oil producing countries that there will no longer 
be an unlimited flow of petroleum into this country from 
abroad.57 We are telling industry and utilities, through our 
excise tax provisions, that they simply must begin the job of 

53 Ibid., p. H5230.
54 Ibid., p. H5236,
BT Mr. Ullman spoke extemporaneously on the floor and was misquoted in one respect

by the recorder; he used the word “companies,” not “countries” in the second sentence. As 
phrased in the written text of his remarks, issued at the end of the debate, this paragraph 
reads: ‘The energy bill passed today is a message to the world that we are not going to 
import unlimited foreign oil. It’s a message to the oil companies that they can’t count on
mounting supplies of OPEC oil for their refineries—that they must restructure their pro­
duction. We are signalling industry and electric utilities that a massive shift away from 
oil toward other sources of energy must begin. And the energy bill includes a clear order to 
produce cars that don t waste so much gasoline.”
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converting to coal and nuclear energy. We are telling the 
automobile industry that they simply have to start building 
more efficient automobiles in this country.

We have credits here for the average citizen with respect 
to home insulation to conserve heat, which is very important.

We have tax incentives that I think are very important 
in developing the flow of capital into vital areas which will 
produce alternative energy sources.

We have a trust fund that goes specifically to developing 
alternative energy sources in a meaningful way. This also is 
very important ...

Mr. Chairman, the way that legislation is passed in Con­
gress is that we build a framework, we build a base and this 
is a base. We build over it in subsequent legislation. That is 
the way it ought to be with energy policy.

Soon to come along will be the energy bill from the Com­
mittee on Interstate and Foreign Commerce on which they 
have jurisdiction, and these two measures will work together. 
Then after that we will have the bill brought out by the 
gentleman from Washington (Mr. McCormack) on NASA 
and atomic energy. That is another ingredient added on to 
what we now have and will soon have. Together, they will all 
make up our energy policy.58

Shortly afterward the final vote was taken and there were yeas 
291, nays 130, not voting 12.

So the bill was passed.
58 Congressional Record, June 19, 1975, pp. H5743-45.
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APPENDIXE S

Appendix I

Status of Active Energy Related Bills 

(Through June 30, 1975)
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Appendix II

Summary of Major Omnibus Proposals





A COMPARISON OF THREE CURRENT ENERGY PLANS

The three plans which are compared are:
1. “The President’s Plan”—The summary includes some measures 

undertaken as administrative acts as well as the provisions of the 
Administration’s omnibus energy bill, introduced in the Senate as 
S. 594 on February 5, 1975 and in the House as H.R. 2633 and H.R. 
2650 on February !, 1975. An official summary was reprinted in the 
Congressional Record, February 5,1975, pp. S1421-26.

2. “Ways and Means”—The summary is taken from the suggested 
alternative proposals drawn up by eight task forces made up of the 
Democratic members of the House Ways and Means Committee and 
issued March 3,1975. A text is reprinted in the Congressional Record, 
March 4, 1975, pp. H1370-1374. The draft proposals differ somewhat 
from the provisions of H.R. 5005 introduced by Mr. Ullman, March 17, 
1975.

3. “Democratic Majority”—The summary is drawn from the recom­
mendations prepared jointly by the Democratic Policy and Steering 
Committee of the House and Democratic Policy Committee of the 
Senate as the Democratic Majority’s comprehensive proposals cover­
ing both energy and economic recovery. Entitled, “The Congressional 
Program of Economic Recovery and Energy Sufficiency,” it was an­
nounced February 27,1975 and was printed by the Senate Democratic 
Policy Committee for use by Members of Congress.
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NUCLEAR POWER AND THE 94TH CONGRESS: 
A MID TERM REPORT

Introduction

Estimates and plans for future energy supplies for the United States 
anticipate major expansion of nuclear power, the technology for which 
has been developed over the past three decades with very large in­
fusions of public funds through the Atomic Energy Commission 
(AEC) and now through the Energy Research and Development 
Administration (ERDA).

However, during recent Congresses, issues have been raised concern­
ing the general presumption that nuclear power will supply an increas­
ing part of the Nation’s energy through the year 2000, including such 
basic questions as to whether domestic supplies of uranium ore are 
sufficient to permit the hoped for expansion without using recycled 
plutonium and/or breeder reactors.

During the first six months of the 94th Congress, ERDA and NRC 
authorizations were the only significant nuclear energy bills which had 
received either House or Senate approval, although supplemental ap­
propriations for NRC, to provide an additional $50 million for safety 
measures, had been approved, and enacted as P.L. 94-18. They pro­
vided, however, a forum for early floor debate on many questions which 
have already been addressed in extensive hearings on legislation which 
is nearing markup stage.

The following sections very briefly describe legislative activity and 
other events during this period involving: (1) ERDA and NRC 
organization and funding; (2) the liquid metal fast breeder reactor 
(LMFBR): (3) plutonium recycling; (4) exports of nuclear mate­
rials and technology and international safeguards issues; (5) nuclear 
safety; (6) siting and licensing of nuclear plants and related issues; 
(7) private construction of enrichment facilities; and (8) labor sup­
port for nuclear power.

ERDA and NRC Organization and Funding for Nuclear Power

On January 19,1975, President Ford activated the Energy Research 
and Development Administration (ERDA) and the Nuclear Regula­
tory Commission (NRC).1 Both new agencies were created by the 
Energy Reorganization Act of 1974 2 which also abolished the old 
Atomic Energy Commission.

The NRC is to carry out the licensing and regulatory functions 
formerly assigned to the AEC, and is to devote its full attention to 
assuring the safety as well as the reliability of nuclear power. Creation 
of the NRC should end the concern that some have expressed in the 
past when one agency, the AEC, had the dual and conflicting respon­
sibilities for development and for regulation of civilian nuclear power.

1 Executive Order 11834. Jan. 15. 1975.
2 Public Law 93-438., 88 Stat. 1233, approved Oct. 11,1974.

(77)
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The ERDA brings together in one agency the major Federal energy 
research and development programs and bears the responsibility for 
leading the national effort to develop the technology needed to assure 
the United States ample and secure supplies of energy at reasonable 
prices. ERDA consolidates major energy research and developments 
from the AEC, the Department of the Interior, National Science 
b oundation and Environmental Protection Agency. ERDA will also 
continue research and development for production of nuclear ma­
terials and for atomic weapons.

Organization should receive fresh attention after June 30, 1975, 
which is the latest date for the President to transmit to Congress such 
additional recommendations as he deems advisable for organization of 
energy and related functions in the Federal Government.3

As approved by the House on June 20, 1975, by a vote of 317 yeas 
to 9 nays on H.R. 3474, ERDA authorizations for fiscal year 1976 plus 
an amount to cover the three months’ transition period from Julv 1, 
1976 to October 1,1976, were to be $5.6 billion.4

Of this amount, less than half—approximately $1.9 billion for fiscal 
year 1976 and about $500 million for the transitional period—was 
approved for nuclear energy.

While only $212 million of this amount (plus $58 million for the 
transition period) was earmarked for the last breeder reactor, the 
overall LMFBR program cost for the period through the year 2020 is 
now estimated at $10 billion, as compared with a late 1960s estimate 
Ik * ™ of $3 to 4 billion, and the estimated total program cost of 
the Clinch River demonstration Breeder Reactor Project, an essential 
element of the whole fast breeder program, has already escalated from 
$700 million to $1.7 billion, although it will not be operational until 
the year 1982.

A breakdown of authorizations as recommended by the Joint Com­
mittee on Atomic Energy is shown in the following tables:

109(a) °Tf the Energy Reorganization Act of 1974.
See H. Report No. 94-294, to accompany H.R. 3734, June 13/1975 for the recommenda­

tions and comments of the Joint Committee on Atomic Energy. recommenda
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NEW APPROPRIATIONS REQUEST FOR OPERATING EXPENSES 

[In thousands of dollars]

Program

Estimated ERDA request

Transition

Adjusted appropriations 
request Change

1976
Transition 

quarter 1976
Transition 

quarter1976 quarter

Fossil energy development___________ 311,267 55,830 311,267 55,830 0 0
Solar, geothermal, and advanced

energy systems___________ _______ 108,643 21, 580 108, 643 21, 580 O u
Conservation research and develop-

ment_______________ ______._____ 32,170 7,733 32,170 7,733 O u
Physical research:

High-energy physics____________ 148, 300 37, 800 148, 300 37,800 O u
Nuclear science________________ 78,100 19,400 81,100 19, 400 +3,000 0
Material sciences_______________ 43, 600 11,900 43, 600 11,900 0 0
Molecular sciences_______ ______ 42, 500 11,200 42, 500 11,200 0 0

Total physical research________ 312, 500 80, 300 315, 500 80, 300 +3, 000 0

Fusion power research and develop­
ment__________________________ 120, 000 37,000 140,000 42, 000 +20, GOO +5, 000

Fission power reactor development:
Liquid metal fast breeder reactor.. 211,700 58, 000 211,700 58,000 U u
Cooperative power reactor demon-

stration ______  _____________ 85, 000 33, 000 85, 000 33,000 O u
Water-cooled reactors___ _____ 31, 900 9, 000 31, 900 9, 000 0 0
Gas-cooled thermal reactors_____ 31, 400 8,170 31, 400 8, 170 0 0
Gas-cooled fast breeder reactors.. 6, 000 1,550 6,000 1,550 0 0
Molten salt breeder reactors_____ 3, 500 900 3, 500 900 0 0
Reactor safety...____ __________ 45, 775 12,145 45, 775 12,145 0 0
Supporting activities____________ 28, 400 7, 980 28, 400 7,980 0 0

Total fission power reactor de-
velopment_________________ 443,675 120, 745 443, 675 130,745 0 0

Naval reactor development___________ 186, 200 52, 900 186, 200 52, 900 0 0
Space nuclear systems______________ 30, 900 8,000 30, 900 8,000 0 0
Nuclear materials___________________ 828, 940 236, 494 828, 940 236, 494 0 0
Advanced isotope separation technol-

ogy______________________________ 24, 200 7, 300 24, 200 7,300 0 u
Weapons_______ ___________________ 873, 515 223, 925 877, 015 224, 925 +3, 500 +1, 000
Laser fusion________________________ 54,000 15,100 60, 000 16, 600 +6,000 +1, 500
Nuclear materials security___________ 10, 945 3,006 13, 945 3, 806 +3,000 +800
Biomedical and environmental re-

search___________________________ 156,515 40, 500 163,015 41, 650 +6, 500 +1. IbU
Waste management_________________ 36,000 10.100 36, 000 10,100 0 0
Operational safety.____ _____________ 5,160 1,400 5,160 1,400 0 +0
Program support:

Operational program direction.... 168,614 44, 547 168,614 44, 547 U u
Community operations__________ 7,650 1,914 9,817 2, 204 +2,167 +290
Security investigations__________ 12, 290 2,825 12, 290 2,825 0 0
Information services____________ 9,480 2,686 9, 555 2,704 +75 +18
EEO assigned facilities__________ 1,984 516 1,984 516 0 0

Total program support________ 200,018 52, 488 202,260 52,796 +2, 242 +308

Cost of work for others________ _____ 12,660 3, 095 12, 660 3,095 0 0
Revenues applied___________________ -675,670 -94, 700 -675,670 -94. 700 0 1 0
Changes in selected resources________ 332, 349 124, 505 346, 249 127,485 +13, 900 +2, 980
Unobligated balance brought forward.. 0 0 0 0 0 0

Net appropriations requested... 3, 403, 987 1,017, 301 3, 462,129 1,030,039 +58,142 +12,738

NEW APPROPRIATIONS REQUEST FOR PLANT AND CAPITAL EQUIPMENT 

[In thousands of dollars]

Adjusted appropriations
Estimated ERDA request request Change

Program 1976
Transition 

quarter 1976
Transition 

quarter 1976
Transition 

quarter

New construction projects___________
Capital equipment not related to

195,120 47,200 224,870 51,900 +29,750 +4,700

construction______________________ 232,347 56, 676 240, 347 58,926 +8,000 +2,250
Increase in prior-year’s projects_____ 462, 250 84, 600 473, 250 84, 600 +11,000 0
Unobligated balance brought forward.. 0 0 0 0 0 O

Net appropriations requested.. 889,717 188, 476 938, 467 195,426 +48,750 +6,950
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The following table summarizes the NEC’s request for authorization 
under its major programs and the Joint Committee’s action thereon:

AUTHORIZATION OF SALARIES AND EXPENSES 

(In thousands of dollars]

Program

NRC authorization 
request

Committee 
recommendations Change

Page 
No.1976

Transition 
quarter 1976

Transition 
quarter

Transition
1976 quarter

Nuclear reactor regulation: 
Powerplant licensing__________33, 849 8,600 33, 849 8, 600 0 0 8

Standards development___________ 11,142 2,801 11, 142 2, 801 0 0 9
Inspection and enforcement......... .. 20, 788 5,500 20, 788 5, 500 0 0 9

Total nuclear reactor regulation... 65, 779 16, 901 65, 779 16, 901 0 0 9
Nuclear materials safety and safeguards. 10,955 2,707 10, 955 2,707 0 0 9
Nuclear regulatory research____________ 97,223 25,171 97,223 25,171 0 0 11
Program direction and administration___ 24, 015 6, 221 24,015 6, 221 0 0 12
Changes in selected resources__________ 21,963 1,000 21, 963 1,000 0 0 12

Total authorization______________ 219,935 52,000 219, 935 52, 000 0 0 ...—

ERDA appropriations, approved by the House on June 24 (H.R. 
8122) totaled $5,023,000 for fiscal year 1976 and the transition, but ex­
cluded some fossil fuel and conservation funding still to be approved 
by another subcommittee. The NRC appropriations, approved in the 
same bill, totaled $252 million.

Section 307(b) of the Energy Reorganization Act requires ERDA, 
in collaboration with the Secretary of Defense, to conduct a thorough 
review of the desirability and feasibility of transferring to the De­
partment of Defense or other Federal agencies the functions of the 
Administrator respecting military application and restricted data. 
This report is due within a year after the Administrator took office 
[January 19, 1975] and is to include analysis of alternatives and 
specific recommendations of the Administrator and the Secretary of 
Defense. This report is likely to attract legislative interest early in 
the second session of the 94th Congress.5

The Breeder Reactor

A major controversial issue of energy and nuclear power policy in 
the 94th Congress is the future of the breeder reactor and ERDA’s 
program to further develop this technology and to build a larger 
breeder demonstration on the Clinch River at Oak Ridge, Tennessee. 
Compared with previous Congresses, more Members are now raising 
questions about and challenging this program than in the past. The 
breeder is likely to receive additional attention later this year after 
four reports due by the end of June become available to the Congress 
and to the public.

These four studies include: ERDA’s final environmental statement 
on the breeder program; a report on ERDA’s administrative hearings 
on the breeder program; a GAO study on the cost of the breeder pro­

5 At the time the Atomic Energy Act of 1946 was before Congress, a major issue was 
the role of the military in the control and use of nuclear power. The outcome of this debate 
was to place development and manufacture of nuclear weapons into a civil agency separate 
from the Department of War and Navy. Whether the arguments made then still hold true 
some thirty years later remains to be seen.
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gram; and a report from the Joint Committee on Atomic Energy’s 
ad hoc Subcommittee that is studying the breeder.

The Joint Committee on Atomic Energy is aware of this opposi­
tion and recently described the situation as follows:6

There are those who sincerely question the LMFBR pro­
gram and the need to proceed with the demonstration plant. 
Over the past several years, several groups and some indi­
viduals—many opposed to nuclear power generally—have 
raised serious questions about this program. Their questions 
fall basically into two categories:

(a) whether the benefits to be gained from the 
LMFBR outweigh the costs and risks associated with 
it; and

(b) whether the program is being implemented in a 
manner which protects the public interest.

Concern in both of these areas has been intensified by the fact 
that the costs required to carry the program forward have 
significantly increased. The overall LMFBR program has 
been restructured over the past year, and the total estimated 
program cost for the period through the year 2020 has grown 
to $10 billion. . . . The cost estimate for the Clinch River 
demonstration project . . . has increased from $0.7 billion 
to $1.7 billion.

The special analysis of the budget, prepared by the Executive 
Branch in January 1975. for nuclear research and development dur­
ing fiscal year 1976 noted that additional support is provided to the 
liquid metal fast breeder reactor. “Work on this fission technology 
will be increasingly oriented to the engineering requirements neces­
sary to achieve highly reliable, safe, and economic breeder power­
plants.” 7

In January 1975, an ERDA review group completed its report on 
the LMFBR program and confirmed the need to . . proceed ex­
peditiously to develop the LMFBR at this time to assure the con­
tinued availability of the nuclear power option to meet the Nation's 
future energy needs.” The report deemed prudent the objective of 
achieving commercial breeder availability by the early 1990's. al­
though it noted some risk that this timing may be late in relation 
to need.8

The report also found that known economically recoverable do­
mestic uranium reserves would be committed to converter reactors 
within a few years; that the LMFBR program contained the essen­
tial elements for success and was in reasonable balance; and that for­
eign LMFBR programs would contribute important data and infor­
mation, but that it would be impractical to substitute foreign reactor 
experience and technology for critical elements of the U.S. program.

AEC issued the proposed final environmental statement for the 
Liquid Metal Fast Breeder Reactor Program on January 17, 1975?

• H. Rent. No. 94-294, to accompany H.R. 3734, June 13, 1975.
7 U.S. Executive Office of the President. Office of Management and Budget. Special 

analyses, Budget of the United States Government, fiscal year 197(5, p. 259.
s U.S. Energy Research and Development Administration. Report of the Liquid Metal 

Fast Breeder Reactor Program Review Group, January 1975, 59 p., report ERDA-1.
” U.S. Atomic Energy Commission. Proposed final environmental statement. Liquid 

Metal Fast Breeder Reactor Program. December 1974, 7 vols. AEC report WASH-1525.



82

Two days later, ERDA took over responsibility for development of 
the final statement which is necessary before ERDA can make any 
final statement which is necessary before that agency can make any 
final decision on the future of the breeder program.

In March 1975, ERDA proposed realignment of management of 
the Fast Breeder Reactor Project. The change would have ERDA 
assume direct management of the demonstration project in order to 
recognize the Government’s expanded financial commitment and to 
assure that the project has single lines of authority and that its objec­
tives are met.10

Seven new members of the JCAE, led by Senator Tunney, wrote 
to chairman Pastore, on March 13, asking that additional hearings 
he held on the breeder.

The Joint Committee on Atomic Energy appointed an ad hoc sub­
committee to review’ the liquid metal fast breeder program, chaired 
by Mr. McCormack.11 The ad hoc subcommittee is to proceed at the 
earliest possible date with an extensive, in-depth review^ of the 
LMFBR program and related energy resource quest. The Joint 
Committee also announced it would not be feasible to delay authoriza­
tion of the budget request for the LMFBR for further study, as had 
been proposed by some Members of Congress.

At about the same time, the Natural Resources Defense Council 
issued a report sharply criticizing the breeder project12 and proposed 
bypassing of breeder and moving directly into using solar, geothermal 
and fusion energy and energy conservation. The real LMFBR debate, 
according to NRDC. will center around whether it is possible to make 
this leap. NRDC believes the leap can be made and recommended that 
the Federal Government delay the LMFBR program for a decade as 
premature and because they see no penalty in such delay. Funds freed 
by the LMFBR cutback could finance accelerated development of 
solar, geothermal, fossil, fusion and conservation technologies.

The postponement would also provide time for data to be gathered 
and assessed which bears critically on the future desirability of the 
LMFBR program. Such data w’ould include: (1) More accurate in­
formation on uranium availability and future energy demands; (2) 
information on the potential of solar, geothermal and fusion energy 
(which should increase “dramatically” with appropriate funding); 
and (3) information to answer critical health and safety problems of 
the LMFBR with more certainty than is now present.

In April 1975, the NRC staff formally accepted for detailed review 
an application from the Project Management Corporation and the 
TVA for a permit to build the Clinch River Breeder Reactor Plant 
in Oak Ridge, Tennessee.

The Environmental Protection Agency reported to ERDA its re­
view of the proposed final environmental statement on the breeder 
and said the developmental portion of the LMFBR program would 
probably be conducted without any unacceptable adverse impacts on 
the environment. EPA saw some uncertainty on safety of the demon-

! 10 Cf., ERDA press release No. 75-32, Mar. 11,1975.
11 JCAE press release Nn. 799. Mar. 20. 1975.

' “Thomas B. Cochran, J. Gustave Speth and Arthur R. Tamplin. Bypassing the breeder. iUuTZUUfS^ PrlOr“!'- "uturul Resources 
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stration project. It noted that information to assess commercialization 
of the LMFBR was inadequate to predict the ultimate environmental 
impacts with any certainty. EPA’s analysis also indicated that a delay 
of 4 to 12 years in breeder development might be accommodated with­
out “significantly reducing the uranium conservation value of the 
breeder.” 13

The Joint Economic Committee chaired by Senator Humphrey held 
hearings on the LMFBR program on April 30 and May 8.

On May 22, 1975, the Joint Committee on Atomic Energv released 
a letter from EPA Administrator Train reaffirming EPA’s support 
of plants to develop the LMFBR technology.14 In the letter Mr. Train 
said EPA supported the Administration’s plans to develop the 
LMFBR technology because EPA considered the LMFBR to be a 
viable candidate among the alternative nuclear and non-nuclear 
technological options that should be explored. EPA also said that 
the environmental impacts from a limited number of demonstration 
plants and supporting facilities and operations could be made safe 
through conservative design, operating, and siting practices. How­
ever while favoring earlv demonstration of breeder technology, EPA 
held to its analysis that the timing for possible commercial use would 
permit the developmental program to be stretched out if that were 
found to be desirable.

The Subcommittee on Energy and the Environment of the House 
Committee on Interior and Insular Affairs, chaired by Mr. Udall, 
began hearings on the nuclear breeder development program.

The Ad Hoc Subcommittee to Review the National Breeder Pro­
gram of the Joint Committee on Atomic Energy also began hearings 
in June on the national breeder reactor program and related, issues.

Secretary of Commerce Morton and Federal Energy Administrator 
Zarb told Washington newsmen that the breeder program should not 
be undertaken on a crash basis.15

ERDA has annouced that it has commissioned the National Acad­
emy of Sciences to conduct an 18-month independent analysis of all 
the risks and benefits associated with alternative conventional and 
breeder reactors as sources of power.16

Bills concerning the breeder thus far in the 94th Congress have been 
limited to the ERDA authorizations. In the Senate, Senator Tunney 
on June 10 proposed an amendment to the ERDA authorization for 
Fiscal Year 1976 to eliminate funds for on-site construction of the 
breeder demonstration and to require an assessment and report to Con­
gress by the Office of Technology Assessment on the breeder within a 
year.17 In the house, the ERDA authorization was passed on June 20. 
after attempts to amend the bill to reduce or delay the breeder had 
not succeeded.18

13 Letter, Sheldon Mevers, Director, Office of Federal Activities, EPA, to W. H. Penning­
ton, ERDA, Apr. 23, 1975. Cf. also Edward Cowan. “EPA backs delay on atom breeders.” 
The New York Times, Apr. 28, 1975, pp. 1, 57.

u JCAE press release No. 812, May 22. 1975.
15 Victor K. McElhen.v. “Morton and Zarb join in suggesting a slowdown on nuclear 

breeder reactors and call for more research.” The New York Times, June 10, 1975, p. 25.
™ Nucleonics Week, June 12, 1975, p. 4. This newsletter attributed the origins of the 

study to a letter from NAS president Philip Handler to Senator Tunney.
17 Congressional Record, June 10, 1975, p. S10175.
18 Congressional Record, June 20, 1975, pp. H5833-5887.
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Plutonium Recycle

Whenever nuclear fuel containing uranium-238 is exposed to neu­
trons, which is the condition within a nuclear reactor, some of the 
U-238 is transformed into plutonium. If more atoms are so trans­
formed into plutonium than are fissioned to energize the reactor, then 
the reactor is called a breeder. Conventional nuclear power plants do 
transform U-238 into plutonium, which in principle can be recovered 
and used as a nuclear fuel in the reactors by mixing it with ordinary 
uranium. Over the years, the AEC has funded some research and de­
velopment to perfect this idea, known as plutonium recycle. In August 
1974 the AEC published in draft an environmental statement on use 
of such fuels in light-water reactors.19 The issue addressed is a method 
of operation of the nuclear power industry, including nuclear reactors 
and associated fuel cycle facilities and operations. If plutonium re­
cycle is authorized for commercial practice, then the plutonium pro­
duced in conventional nuclear powerplants will extend the nuclear 
fuel resources of the Nation and also provide new income for the 
nuclear industry and reduce the amount of plutonium held in storage. 
If plutonium recycle is not authorized, then the energy recoverable 
from uranium reserves with present nuclear powerplants will not be in­
creased, there would be less reason to reprocess used fuels—which 
would reduce opportunities for theft or diversion of recovered plu­
tonium, a new source of income for the nuclear industry would be fore­
gone, but the chances of dangerous releases of plutonium to the en­
vironment would be substantially reduced.

The National Resources Defense Council in its analysis of plutonium 
cycles strongly opposed the concept as dangerous and unnecessary.20

As alternatives, NRDC proposed:
(1) Phasing out nuclear power reactors because of human and 

societal hazards of fission reactors.
(2) Continuation with light-water reactors without plutonium 

recycle for the foreseeable future premised on a judgment that 
plutonium is too dangerous because of its toxicity and explosive 
potential to be allowed in commerce.

(3) Deferral of a decision on plutonium recycle for several years, 
until present uncertainties regarding safeguards and plutonium 
toxicity are satisfactorily resolved.

The Nuclear Regulatory Commission addressed plutonium recycle 
early in 1975. On May 8, the NRC announced that before making a 
decision as to whether recycled plutonium may be used widely in fuel 
for light water reactors, it would ask for public comment regarding 
possible courses of action for evaluating the safeguards issue.21

It was also the NEC’s provisional view that the following guidelines 
would be appropriate for resolving issues of deferral of future licens­
ing actions related to the wide-scale, commercial use of plutonium in 
nuclear fuels:

(1) There should be no additional licenses granted for use of 
mixed oxide fuel in light water power reactors except for ex­
perimental purposes.

lf l Atomic Energy Commission. Draft generic environmental statement mixed oxide 
Wtwiw reactors}, August 1974, 4 vols., report No.MASH-1327 (Known as the GESMO report.)
A Sp-t?’ R-.Tamplin and Thomas B. Cochran. The plutonium decision,
Connell* Sept ^utontum recycle. Washington, D.C. : Natural Resources Defense

21 NRC press release No.~75-115, May 8, 1975.
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(2) With respect to light water nuclear power reactor fuel 
cycle activities which depend for their justification on wide-scale 
use of mixed oxide fuel in light water nuclear power reactors, 
there should be no additional licenses granted which would fore­
close future safeguards options or result in unnecessary “grand­
fathering.” This would not preclude the granting of licenses for 
experimental and/or technical feasibility purposes.

If the NRC’s provisional view is adopted, a final NRC decision on 
plutonium recycle would not be reached until early to mid 1978, de­
pending on the timing and outcome of various safeguards studies un­
der way and the time required to complete any necessary public 
proceedings.22

This provisional decision generated controversv. leading NRC 
chairman Anders and Commissioners Rowden and Kennedy to point 
out that the decision to delay was provisional, not final; that the NRC 
had not expressed any view on recycling but was merely searching 
out the process to use in reaching a decision; and that the NRC was 
determined to avoid the kind of free-for-all that resulted after the 
1971 court decision on Calvert Cliffs overturned AEC’s approach to 
the National Environmental Policy Act.23

The Joint Committee on Atomic Energy in reporting the NRC’s 
authorization for fiscal year 1976 noted that undue delay by NRC will 
inevitably result in expensive inefficiencies and postponement of re­
lated (commercial) decisions. The Joint Committee urged the NRC 
to expedite its decisions on plutonium recycling and safeguards

. . to the maximum extent without reducing the necessary scope and 
depth of its inquiry, regardless of its decision as to the separability of 
these two issues.” 24

Plutonium recycle has attracted legislative attention. In February 
Mr. Aspin introduced a Plutonium Recovery Control Act. to prohibit 
the licensing of certain activities regarding plutonium until expressly 
authorized by Congress and to require a comprehensive study of plu­
tonium recycling by the Office of Technology Assessment.25 * * 28

In the Senate. Senator Tunney introduced a Plutonium Recovery 
Control Act to likewise prohibit licensing of plutonium recycle except 
for military or research and development purposes, and to require 
OTA to undertake a three-year assessment?6

23 NRC noted that the President’s Council on Environmental Quality had recommended 
that a safeguards program cost-benefit analysis precede the final NRC action on the 
plutonium recycle ouestion. The NRC said it took the CEQ’s recommendation into account 
in arriving at its provisional view.

23 Nucleonics Week. June 19. 1973. p. 4.
24 S. Rept. 94-174. to accompany S. 1716, June 4. 1975. p 6.
-’H.R. 3618. Feb. 25. 1975. and H.R. 4945 and H.R. 4946. Mar. 14. 1975. Referred to 

the Joint Committee on Atomic Energy. Mr. Aspin was joined by 48 cosponsors on the
several hills. Cf.. Mr. A spin’s statement in the Congressional Record of Feb. 26, 1975 pp.
E73S-739 and Mar. 14. 1974, p. E1159.

28 S. 1197. March 17. 1975. Referred to the Joint Committee on Atomic Energy. The bill 
would require the OTA to conduct and complete within three years a comprehensive study 
of the recycling of plutonium for the purposes of determining’the extent of the dangers to 
the public health and safety and to the environment of such recycling. The study'would 
include: (1) Investigation of the toxicity and carcinogenic characteristics of plutonium* 
(2) investigation of the risks of unauthorized diversion or theft of plutonium • and (3) 
consideration of the development of systems for the use of plutonium which will assure 
the protecton of the public beabh and safety of the environment Cf. Senator Tunney’s 
remarks in the Congressional Record of Mar. 17, 1975, p. S3963.

55-002—75------ 7
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Exports of Nvclear Materials and Technology and Related 
International Safeguards Issues

Controlling exports of nuclear materials and technology and safe- 
t.uarding these items from theft and diversion in the United States 
shiimen^f “ “ con“rn of ,the 9401 Congress. Reports of U.S.
shipments of weapons grade uranium to South Africa, of West Ger- 

eXpOr^ larSe*8ca}e nuclear reactors, fuel processing 
Rla^f and a uranium enrichment plant to Brazil, and recent interna­
tional meetings to review safeguards problems have heightened this 
wel^h^d ?rOm.pted C°ngress to introduce and act on legislation as 
well as hold hearings on nuclear exports and safeguards

The Presidents report.—In Section 14 of the Export Administra- 
rX^ alM^?tS °]f 93d Co^f688 directed the President to
review all laws and regulations issued by the Atomic Enero-y Com­
mission, the Department of Commerce and other Government^encies 
governing the export and re-export of materials and technology needed 
in nuclear facilities.27 Congress also directed the President to review 
domestic and international safeguards in anticipation of the Review 
Conference on the Treaty on the Non-Proliferation of Nuclear Weap- 
other ageS? P President ERDA with help of

President’s report describes U.S. export controls and intema-
rS domestic safeguards programs and gives a detailed proce- 
these aX P °f regulatlons’ and Practices that pertain in

hh regard to export controls the President’s report observed that • 
Current laws provide ample authority to control the export and 
re-export of nuclear materials, and technology for civil nuclear 
power facilities to prevent the proliferation of a nuclear capa­
bility for nonpeaceful purposes. Existing U.S. export policies 
ami regulations are constantly being revised and strengthened 
and exports of significant quantities of strategic nuclear mate- 
nals v ill not be approved unless the government of the recipient 

established a system of physical security measures 
acceptable to the United States.

—The U.S. is only one of many nuclear suppliers and cannot uni­
laterally delay proliferation by controls on exports. Major 
efforts are being made by the U.S. to gain universal accept­
ance of export control policies which will further inhibit 
proliferation.

The President’s report reached the following conclusions concerning 
sateguards:

—Domestic safeguards need to be kept under continuing review 
for the purpose of strengthening them. In the future, addi­
tional safeguard measures will be required as the volume of 
material grows and the technical complexities of facilities increase.

—IAEA accountancy safeguards will detect and make an impor- *
tant contribution to deterring any efforts at diversion by States.

^Public Law 93-500 approved Oct. 29, 1974.
nuclear safeguards8 H& Doc! 9f-131°M^ 55p°rtS and domestIc and international
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As the volume of materials and the nature of facilities 
elsewhere in the world grow in their technical complexities, 
improvements in the equipment, staffing, and frequency of in­
spection and funding of the IAEA system are and will continue 
to be needed. A high level of U.S. financial, diplomatic, and 
technical support will be necessary.

—With respect to subnational thefts, sabotage, and terrorism, 
improvements are needed in most national systems which com­
plement and are an essential element of the IAEA system.

—It is necessary to convince the supplier nations that it is in their 
interest to assure that the proper safeguards and physical 
security measures are placed on all sales of nuclear material 
and equipment. Continued U.S. efforts in improving the inter­
national safeguards system are vital.

On January 15,1975, The Nuclear Regulatory Commission (NRC) 
and the Energy Research and Development Administration (ERDA) 
commenced operations pursuant to Public Law 93—138. The NRC is 
responsible for measures to safeguard special nuclear materials held 
by domestic licensees and issues export licenses for nuclear powerplants 
and components, nuclear fuel and unfabricated source material, special 
nuclear materials, and byproduct materials. The Energy Research and 
Development Administration negotiates the international agreements 
for cooperation which are a prerequisite for any export license and 
provides technical information, and advice and consultation to other 
agencies concerned with exports of nuclear materials.

International developments.—On April 14, based on information 
released by Congressman Les Aspin, Thomas O’Toole reported in the 
Washington Post that the United States has shipped enough weapons- 
grade uranium to South Africa to fabricate seven atomic bombs. 
Although South Africa is not a signatory to the Non-proliferation 
Treaty, the U.S. Nuclear Regulatory Commission (NRC) states that 
the sales were approved only after South Africa agreed to safeguards 
that would prohibit the diversion of the uranium out of the research 
reactor it was provided for.

On May 5, the Review Conference of the Parties to the Treaty on 
Non-Proliferation of Nuclear Weapons opened in Geneva. It ad­
journed on May 30,1975 after submitting a draft final declaration. In 
it, the delegates recommended that:

—intensified efforts be made towards the improvement, standardi­
zation, and universality of application of IAEA safeguards.
—safeguards be applied to all peaceful nuclear activities in im­
porting States not party to the Treaty.
—in reaching decisions on exporting nuclear materials and equip­
ment, States Party to the Treaty should give weight to adherence 
to the Treaty by recipient States.

On June 1, it was reported in the Washington Post29 that West Ger­
many will export large scale nuclear reactors, fuel processing plants 
and a uranium enrichment plant to Brazil. This technology could give 
Brazil, which is not a signatory of the Non-Proliferation Treaty, the 
capability to produce nuclear weapons. It is not known what safe­
guards arrangements have been negotiated between West Germany and 

29 Diuguid, Lewis H. “Brazil nuclear deal raises U.S. concern.” Washington Post, June 1, 
1975, p. Al, p. A2.
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Brazil. The Germans, as signatories of the NPT must adhere to the 
treaty requirements, but the restrictions on supplies of enriched ura­
nium need not apply if Brazil produces the fuel itself.

The New York Tunes on June 18, reported that the United States, 
Britain, the Soviet Union, West Germany, France, and Canada would 
open a secret conference on that day in London to discuss possible 
means of controlling sales of nuclear equipment and developing safe­
guards to prevent the spread of atomic weapons.30

The conferees were expected to discuss the following:
—Whether to demand a pledge from non-nuclear countries that 

their peaceful atomic energy programs will not be used to pro­
duce nuclear weapons

—Possible agreements to place fuel-production cycles under con­
trols in countries not now subject to international controls

—Newly developed safeguard instruments
—Whether to convene later in a more formal manner.

The State Department subsequently expressed concern that publica­
tion of the conference activities might cause some of its participants 
to withdraw or not to cooperate.

Legislative activity.—On the issues of safeguards and the export of 
nuclear materials and technology, hearings have been held, and legisla­
tion introduced and acted upon during the 94th Congress.

In the House, Mr. Long of Maryland introduced identical bills to 
prohibit the transfer of atomic technology to foreign powers without 
the express approval of the Congress.31

Mr. Diggs introduced identical bills in the House to prohibit the 
transfer of nuclear materials to countries which have not ratified the 
treaty on Non-Proliferation of Nuclear Weapons.32

One provision of the Plutonium Recovery Control Act introduced 
in the House by Air. Aspin would require the Office of Technology 
Assessment to conduct and complete within three years a comprehen­
sive study of the recycling of plutonium to include an investigation of 
the risks of the unauthorized diversion or theft of plutonium.33

During House debate on the NRC authorization bill for fiscal year 
1976, Mr. Long of Maryland introduced an amendment to prevent the 
NRC from using any of its funds to license or authorize the export of 
nuclear fuel or technology to any country which furnishes or agrees 
to furnish uranium enrichment or nuclear fuel reprocessing plants to 
a country not a party to the NPT, or any country which is not a party 
to the NPT and which develops either an enrichment or reprocessing 
plant without concluding an arrangement with IAEA or Euratom 
requiring present and future nuclear facilities to be subject to safe­
guards established by either such agency against diversion of nuclear 
material. The provisions would not prevail if the President determines 
that the national security requires such a license or authorization and 
reports this determination to Congress at least 60 days prior to the 
issuance of such a license or authorization. Opponents of the amend­

80 Binder, David “6 Nuclear lands meet on control.” The New York Times, June 18. 
1975.

81 H.R. 622, Jan. 14, 1975 ; II.R 2452, Jan. 30, 1975. Referred to the Joint Committee 
on Atomic Energy.

32 H.R. 6082. Apr. 16, 1975 ; H.R. 7224, May 21, 1975. Referred to the Joint Committee 
on Atomic Energy.

83 H.R. 3618, Feb. 25, 1975. Referred to the Joint Committee on Atomic Energy.
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ment argued that it would not serve to advance U S policy towards 
non-proliferation. The amendment was defeated 139-117.

Concurrent resolutions were introduced by Senator Pastoie and 
Representative Roncalio which expressed congressional approval ot 
proposed additional amounts of special nuclear material which may be 
distributed to the International Atomic Energy Agency and the 
European Atomic Community ” pursuant to the Atomic Eneigv Act 
Identical concurrent resolutions were also introduced in the benat 
and House expressing the approval of the Congress to the I"'’!’0™1 
two year extension of the 1955 Agreement for Cooperation Between 
the U.S. and Israel concerning the civil use of Atomic Energy.

Hearings were held on these proposals on February 6, 197 a by the 
Subcommittee on Agreements for Cooperation of the Joint Committee 
^S^Com Resell was considered and passed by the Senate mi Feb. 
19 1975 and considered and passed by the House in lieu ot H. Con.

Con. Res. U5- and S Con. Res. 14 and 
H Con. Res. 116 40 were reported on February 13,1975.

Both S. Con. Res. 13 and 14 were considered and passed by the 
Senate on February 19, 1975 and tabled in the House on March 17, 
19Hearings on the export and safeguarding of nuclear materials and 
technologv not related to specific legislation were held by committees 
of the House and Senate. The Subcommittee on Energy and Environ­
ment of the House Committee on Interior and Insular Affairs held 
hearings on the plutonium economy and nuclear theft on May 2,1915 
as part of its overall hearings on nuclear energy. The Subcommittee 
on Arms Control of the Senate Foreign Relations Committee held 
hearings on March 19, 1975 on issues relative to nuclear non- 
^TlmExport Reorganization Act of 1975 41 would reorganize func­
tions of the Department of Commerce and State, ERDA and the 
NRC to focus control of exports of nuclear materials and equipment 
in the Department of Commerce. However Department of Commerce 
issuance of an export license would require certification by the MIC 
that the receiving countrv has safeguards at least substantially com­
parable, to those that the NRC requires for domestic nuclear activities. 
The NRC would also be required to file a nuclear proliferation assess­
ment statement with the Arms Control and Disarmament Agency 
for each strategically significant nuclear export application. WKC 
would also provide training for safeguards techniques for customer

uM’ iWSntlcal Bill,

Feb. 10, 1975. Identical Resolu- 
Hon Joint Co™^ Con. Re, 114, Feb. 10, 1975, M,

RUrS0’Congress Joint Committee on Atomic Energy. Subcommittee on .Agreements for 
Cooperation Proposals international energy Hearings 94th
Congress. 1st session. Feb. 6, 1975. Washington, U.S. Govt. Print. Off., 1975, 16 p. 30

30 S. Rept. 94-8 and H. Rept. 94-9.
S R439,^Anr.ai5. 1975. by Senators Percy, RIbicoff and Glenn. Referred to the Com­

mittee on Government Operations.
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nations it would study physical security and materials accounting 
safeguards and make recommendations to the President and Congress 
for ungrading these safeguards. NRC also would study and make 
recommendations on the feasibility of international management of 
all strategically significant aspects of the commercial nuclear fuel 
cycle.

The Senate Committee on Government Operations held hearing 
on tins proposed reorganization in late April.

Nuclear Safety

Nuclear safety, and in particular the probability of a catastrophic 
release of radioactive materials from a nuclear facility, is an issue 
frequently raised about nuclear power.

Nuclear Safety Studies.—One response of the Atomic Energy Com­
mission was to undertake a study to estimate the public risks entailed 
in potential accidents in nuclear power plants of the type now in use 
S States?2 This study culminated in the “Rasmussen
Report which was released in draft for comment by ERDA in 
August 1974. A final version is to be published by NRC later this vear. 
1 he Rasmussen draft report concluded that the public risks from po­
tential accidents in nuclear power plants are small.48

The draft made several detailed findings as follows:
—The consequences of potential reactor accidents are no larger, 

and in most cases, are much smaller than people have been led to 
believe by previous studies. . .
The likelihood of reactor accidents is much smaller than many 
nonnuclear accidents having similar consequences.
Nonnuclear accidents, including fires, explosions, toxic chemi­
cal releases, dam failures, air plane crashes, earthquakes, hur- 
ncances, and tornadoes, are much more likely to occur and can 
have consequences comparable or larger than nuclear accidents.

—Nonnuclear accidents to which society is already exposed are 
about 10,000 times more likely to produce larger numbers of in­
juries to people than nuclear plants.

—Nuclear plants are about 100 to 1,000 times less likelv to cause 
costly, large dollar value accidents than other sources.

The Rasmussen report has generated controversy. The AEC’s regu­
latory staff concluded that it generally overestimated the risks from 
some accidents while failing to address other significant accident 
probabilities, and that it underestimates the consequences of some 
accidents. The Environmental Protection Agency found that the studv 
underestimated the health consequences of a major reactor failure and 
also criticized the comparative risks approach used.

Early in 1975 another landmark report was published, the Lewis 
Report.44 This report was made for the American Physical Society and

yaS conducted hr the AEC with the help or scientists drawn f”om \EC
SS3US w"s br Norma°

Energy Commission. “Reactor Safety Studv: An assessment of accident 
1400 Draf $ commercial nuclear power plants.” August, 1974, 247 p. AEC report WASH- 
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assessed technical aspects of the safety of light-water reactors. The 
APS study group, chaired by Professor Harold W. Lewis of the 
University of California, Santa Barbara, reported it had not un­
covered reasons for substantial short-range concern regarding risk of 
accidents in light-water reactors. It thought a much better evaluation 
and consequent improvements of nuclear safety could be achieved if 
certain aspects of the ERDA safety research program were substan­
tially improved and the results of that R&D put to use. Because of the 
serious consequences of a major release of radioactivity, the study 
group called for continuing major effort to improve reactor safety as 
well as to understand and mitigate the consequences of possible 
accidents.

As for questions of nuclear safety, witnesses before the National 
Nuclear Energy Debate hearings of the House Committee on Interior 
and Insular Affairs in April 1975 argued that the probability of such 
accidents was too high in comparison with possible benefits of nuclear 
power and that this risk and other limitations gave reasons why 
further use of nuclear power should be slowed down or stopped.

Witnesses expressing such views before the Energy and Environ­
ment Subcommittee of the House Committee on Interior and Insular 
Affairs included Ralph Nader, Dr. Henry Kendall and Daniel F. Ford 
of the Union of Concerned Scientists, Dr. Marvin Resnikoff of the 
Sierra Club, and G. Speth and T. Cochran of the Natural Resources 
Defense Council.

Within this context, several bills were introduced during the 94th 
Congress calling for study and review of nuclear hazards.

Mr. Fish proposed that the .Joint Committee on Atomic Energy 
arrange with the National Academy of Sciences for a study of the civil 
power functions and special industrial operations of the Atomic 
Energy Commission, including: (1) licensing and regulation of nu­
clear power plants; (2) research, development and demonstration of 
nuclear power; (3) adequacy of plans for protecting the public against 
releases from an uncontrolled nuclear accident; and (4) adequacy of 
public participation in Commission activities and decisions.45

Mr. Drinan introduced bills to direct the Office of Technology 
Assessment to undertake an independent comprehensive study and 
investigation of the entire nuclear fuel cycle and to report to Congress 
within 5 years.46

Senator Tunney in a proposed amendment to the ERDA authoriza­
tion for fiscal year 1976 (S. 598), proposed that the Office of Tech­
nology Assessment assess and report to Congress within a year on the 
breeder program and the Clinch River demonstration.47

Some Members of Congress have concluded that the risks from 
catastrophic nuclear accidents and from theft of nuclear materials and
“H.R. 440, Jan. 14, 1975. Referred to the Joint Committee on Atomic Energy.
48H.R. 5406, Mar. 24. 1975. and H.R. 7553, June 3, 1975, the latter with 20 co­

sponsors. Referred to the Joint Committee on Atomic Energy.
47 Proposed amendment No. 553 to S. 598. Congressional Record, June 10. 1975. p. 

S. 10175. The assessment would Include the following: national electrical energy demand 
projections; the availability of uranium and the factors which affect uranium supply; 
the optimal mix of nuclear reactors to extend uranium supplies; the advantages and 
disadvantages of each type breeder reactor : the costs and benefits of the LMFBR pro­
gram ; the environmental impacts of the LMFBR program; the safety implications of 
the design of the Clinch River demonstration plant: the utilization of foreign technologv 
in the effort to extend uranium resources and in the development of the LMFBR ; and 
the costs, benefits and feasibility of alternative energy resources.
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sabotage of nuclear facilities are so great as to greatly overbalance any 
benefits from nuclear power. This view has been expressed in the 
introduction of bills calling for a temporary or permanent moratorium 
on nuclear power in the United States. In the 94th Congress, bills by 
Mr. Fish attracted some 21 cosponsors. He proposed termination of 
granting construction permits for nuclear power plants until a com­
prehensive five-year study of the nuclear fuel cycle is carried out by 
the Office of Technology Assessment and Congress acts upon the report. 
A similar bill was introduced by Mr. Nix.48

Rail transport of radioactive materials.—The commercial reprocess­
ing of used nuclear fuels inevitably will require rail transport of 
intensely radioactive shipments of spent fuel and perhaps separated 
radioactive wastes. The House in acting upon the Federal Railroad 
Safety Authorization Act of 1975 49 included an amendment proposed 
by Mr. Skubitz and Mr. Florio and adopted in committee that would 
require the Secretary of Transportation to examine the transportation 
of Radioactive materials by rail and report to Congress by March 17, 
1976. The report is to describe the regulations and handling criteria for 
radioactive material shipments by rail. In addition, the Secretary of 
Transportation is to include annual projections of radioactive mate­
rials shipments for fiscal years 1976 through 1980. Finally, the report 
is to evaluate the need for additional regulations and handling 
criteria.50

Price-Anderson indemnification.—Last year President Ford vetoed 
an extension of the Price-Anderson indemnification provisions of the 
Atomic Energy Act of 1954 as revised.51 At the time, the Joint Com­
mittee on Atomic Energy decided not to seek to override the veto, but 
rather to resubmit legislation in 1975. Through mid-June no such legis­
lation was submitted.

Two recent events pertinent to the indemnification include a reduc­
tion in the annual fee charged for commercial nuclear insurance, and 
completion of an NRC study that indicates a gap in the Price-Anderson 
coverage.

In May the Insurance Information Institute announced that the 
annual premium for insurance coverage by nuclear power reactors was 
being reduced 20 percent. According to the Institute, the two insur­
ance pools that provide this coverage have yet to receive a claim for 
injury or damage to the public arising from the operation of a nuclear 
reactor since the incention of the pool oneration in 1957.

On June 11 the NRC announced its staff had completed a study of 
compensation available to the public under the Price-Anderson Act to 
cover damages resulting from the theft or sabotage of nuclear mate­
rials. The staff concluded that such compensation is not covered by the 
Act. which they see as limited to nuclear incidents which may occur at 
licensed, indemnified facilities and along planned routes of shipments 
of nuclear materials. The studv complied with a request of the Con- 
gresssional Conference Committee last year during its action on the 
Energy Reorganization Act. While the NRC staff made no specific

'’H.R. 4917. Mar. 14. 1975, and H.R. 6870, May 12, 1975. Referred to the Joint Com- 
Tn.ittoo on Atomic Fnergv.

4n H.R. ”358. Mr. Staggers, Mar. 21, 1975. Referred to Interstate and Foreign Commerce 
Committee.

so rr floor debate. Coworcss-i’onot Record, June 23. 1975, pp. H5949-5955.
51 President Ford vetoed H.R. 15323 on Oct. 12, 1974.
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recommendations, it outlined six alternatives for legislative considera­
tion. These included: special legislation after such an incident; exten­
sion of Price-Anderson coverage to damages arising out of nuclear 
theft; a separate private insurance system; a system of assessing de­
ferred” premiums from licensees for such protection; an expanded 
government indemnity without insurance; and a government indem­
nification to cover losses arising from any terrorist activities. Ine 
report was sent to the chairman of the Joint Committee on Atomic 
Energy on June 9.52 * * Since this gap in coverage was anticipated last 
year by Senator Ribicoff, it seems likely that legislation to close this 
gap will be considered by the 94th Congress.

Uranium mill tailings.—The mining and milling parts of the ura­
nium industry became privately owned early in the National atomic 
prooram. This trend was accelerated when the AEC deliberately with­
drew from the milling of uranium. While this policy speeded the intro­
duction of free enterprise into the nuclear industry, it led to a gap in 
responsibilities that has produced the still troublesome problem of the 
uranium tailings. When uranium is milled, most of the ore ends up on 
laro-e tailino1 piles. For some ores, these piles contain radium and other 
naturally radioactive materials which can spread by wind erosion or 
run off of rainwater. Neither the AEC nor the States involved estab­
lished regulations for the control and management of these piles, 
although the potential hazards from the tailings were well known to 
industrial hygienists. As the uranium industry went through a boom 
and bust cycle in the late 1950s, some of the milling companies went out 
of business, leaving unstabilized piles of tailings open to the elements. 
Good public health and environmental practices requires removal of 
some piles or stabilization of the piles, but this is an expensive process.

In the 94th Congress, Senator Moss and Representative Howe pro- 
posed to authorize ERDA to enter into a cooperative agreement with 
the State of Utah to remove and dispose of uranium mill tailings there. 
ERDA would pay 75 percent of the costs, and a total of up to SW 
million would be authorized. This bill was referred to the Joint Com- 

tramp^t 0/ pHliW.—The toxicity of plutonium has caused 
some concern over accidental release of this materia from air trans­
port should an accident occur. This concern culminated in an amend- 
ment to the NRC authorization for fiscal year 1976 by Mr. Scheuer 
to forbid the NRC to license any shipments of plutonium by air, 
whether export, import or domestic shipment, except for materials m 
a medical device [pacemaker]. This restriction is to remain in force 
until the NRC has certified to the joint Committee on Atomic Energy 
that a safe container has been developed and tested which will not 
rupture under crash and blast-testing equivalent to the crash and ex­
plosion of a high-flying aircraft. The amendment was approved 165 
to 79, with 189 Members not voting.55

52 The Price-Anderson Act (Public Law 85-256. 71 STAT. 576. Sept. 2, 1957) focuses 
the liability for iniurv and damage from a nuclear accident upon the licensee and also 
provides a government indemnification to cover liabilities that may miHio^ner
insurance coverage, which licensees have to carry, up to a ceiling .ndli
accident. It appears as section 170 of the Atomic Energy Act of 19a4 as amendeu. NRC 
authority to enter into indemnification expires Aug. 1. 1977. *

ns s. 1'199, Mar. 17, 1975, H.R. 7436, May 22, 1975. Referred to the Joint Committee 
^sou^Schener’s district includes Kennedy Airport in New York City through which 
plutonium has been shipped by air transport. _

55 cf. debate, Congressional Record. June 20, 19<5, pp. H589o-o897.
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Siting and Licensing of Nuclear Plants and Related Issues 

196°S the pl?nnjng’ licensing, construction and 
start up of nuclear power plants has taken several years longer than 
frn conventional plant. Nuclear plants now take
trom 8 to 10 years to bring into operation m comparison with about 
six for conventional ones. Part of this delay is attributed to prolonged 
and complicated licensing requirements, and to intervention by public 

an? °PP°ne^s of nuclear power.56 President Nixon 
sJtln£ icgislation and a reduction in the time to build and license nuclear power plants.

ConSress on the Environment of 
WiX ih 15’ *971’ President Nixon proposed legislation to help al­
ienate the siting problem for power plants through longer range 

by tbe U?^ieS and through the establishment of State or 
SrartS10168 to I1CenSe nCW buIk P°Wer faciIities Prior to their 
he^on^IlSh0!09^® °f W3’ Presi<lent Nixon said 

resubmit legislation on siting including a requirement that 
mon^ Xr T aC‘ °n aU completed license applications within 18 
S developnX6 reCelVed- p also noted unreasonable delays and 

In power “d «“d ‘his situation must not continue,
said he hnT^XXnT8^ dTu.ary 23, 1974, President Nixon 
said he had directed that new legislation be prepared to obtain nd vanced approval of adequate sites for energy facFSs on a Sonal 

‘’“’““a of the ™rious wrovals required bv aU 
Ktv oV™oent; and improved long range planning of energy 

He 1 S° T' he had directed that steps be talS
IO reduce the licensing and construction cycle to 5-6 vears for nuclear 
S? *ThZ^ and “rironmental standards.
nuclMrnXeTS^^^ halation to expedite the completion of 
nuclear power plants by separating the approval process for plant sites the reactor, and by^ou racing'S“ 
ventoiw of ano™ by< Permi‘‘Ing the establishment of an in- 
ventoiy or approved sites for nuclear plants.

President Ford in his State of the Union Message of January 15 
to restore °f P°™r in the cooto‘ °f hewing
to restore the Nation’s surplus capacity in total energy He mentioned-cleaFpower “m 
the le^Iat’on expedite nuclear licensing and
investment^To116 a So recommended that the one-year 
veareM ‘ ,°f I? perfent be extended an additional' two
gS or lil Ind P°7erP'ants that do not use natural
renditionsni P™P d scec.tl.vp reform of State utility commission 
wffl be 2M envision,s ‘hat within the next 10 years there

ti v nuclear Powerplants in the United States 57
Rei; Act °f 1974 re(I"!res tha‘ ‘he Nuclear
regulatory Commission make a national survey to locate and identify 

niaterla^s^shortages XWotlvy™aKoS •‘’’V0""'™ of e'1"7- 01,815,1 e5011- 
another factors. S ’ aefectlve materials and parts, manpower shortages

with nuc,®ar generating units, «3 being
ERDA-owned units, for a total of 23fi’or.lerej?- 13 planned, plus two 
7a-60, Apr. 29, 1975. 6 nuclear generating units. Cf., AEC press release No. 
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possible nuclear energy center sites. Section 207 defines nuclear energy 
center sites to include major steps in the fuel cycle. The survey is to

(a) A regional evaluation of natural resources, including land, 
air. and water resources, available for use in connection with 
nuclear energy center sites; estimates of future electric power re­
quirements that can be served by each site; assessment of the 
economic impact of each nuclear energy site; and consideration of 
any other relevant factors;

(b) an evaluation of the environmental impact likely to result 
from construction and operation of such sites, including an evalua­
tion of whether such centers will result in greater or lesser en­
vironmental impact than separate siting; and

(c) consideration of the use of federally owned property and 
other property designated for public use, but excluding national 
parks, national forests, national wilderness areas and national 
historic monuments.

The report is to be published and sent to the Congress and to the 
Council on Environmental Quality not later than October 11, 1975, 
and is to be updated from time to time thereafter by the NEC.

The Act also authorizes the NRC to adopt policies which will en­
courage the location of nuclear power reactors and related fuel cycle 
facilities on nuclear energy center sites insofar as practicable.

Legislation to improve nuclear licensing procedures and to provide 
for siting include: H.R. 3995, introduced by Mr. McCormack on Feb­
ruary 25, 1975; S. 984. introduced by Senator Jackson and 26 co­
sponsors on March 6, 1975; H.R. 7002, introduced by Mr. Price on 
May 14.1975; and S. 1717, introduced by Senators Pastore and Baker 
on May 12.1975. S. 984 would authorize the Secretary of the Interior 
to assist the States to develop and implement State land resource pro­
grams and. among other things, to encourage expeditious energy siting 
decisions. The other bills would improve licensing and siting in various 
ways.

State regulation of nuclear power.—The issue of State control over 
discharges from nuclear powerplants reached Federal courts in 1969 
when the Minnesota Pollution Control Agency issued a waste disposal 
permit for a nuclear power plant which imposed certain restrictions 
upon emissions. This led to a court test which decided that the Atomic 
Energy Act of 1954 had preempted the control of nuclear power plants 
to the Federal government.58 Since then legislation has been periodi­
cally proposed to provide the States with some such authority. In the 
94th Congress, Mr. McCormack proposed legislation to empower the 
Nuclear Regulatory Commission to enter into agreements with State 
or regional agencies under which the agency shall conduct an environ­
mental review of and issue or deny an application for a site certificate 
for any proposed nuclear power plant reactor site.59 Mr. Fish also 
proposed legislation a bill to provide that nothing in the Atomic 
Energy Act of 1954 as amended shall be construed to prevent any

58 The U.S. Court of Appeals for the Eighth Circuit made this decision, holding that the 
federal government had exclusive authority to regulate the construction and operation of 
nuclear power plants, and this included exclusive regulation of the levels of radioactive 
effluents discharged. Cf. Northern States Power Co. v. Minnesota, 320 F. Supp. 1972 (D. 
Minn., 1970).

“H.R. 3734, by Mr. McCormack, Feb. 25, 1975, referred to the Joint Committee on 
Energy.
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State from regulating concurrently with the AEC [His bill was intro­
duced before the NRC came into existence] the discharge or disposal 
of radioactive effluents if: (1) the requirements or standards are for 
the protection of the public health and safety; and (2) action per­
mitted or tolerated by such State is not specifically prohibited by the 
Commission.00

In another bill relating to State actions affecting nuclear power, Mr. 
McCormack would prohibit, under the Federal Power Act, the trans­
mission of electrical energy into any state which enacts a law or regula­
tion prohibiting the production of electric energy or atomic energy in 
the State.61

Public construction of nuclear power plants.—The financial prob­
lems of the public utilities have caused the cancellation, or postpone­
ment of over 60 percent of planned nuclear expansion. As one meas­
ure to improve the financial conditions, President Ford in his State 
of the Union Message recommended that the 1-year investment tax 
credit of 12 percent be extended for an additional 2 years to specifically 
speed the construction of powerplants that do not use natural gas or 
oil.62

Another proposed legislative approach was made by Mr. Thornton 
in his National Power Resources Act.63 This act would make it Fed­
eral policy to promptly develop, construct, and operate in cooperation 
with the private sector, needed nuclear power generation facilities. The 
bill would establish a National Power Resources Authority to: (1) 
select and acquire suitable sites for not less than 20 nuclear power 
plants, and to build and operate them; (2) invite participation by 
interested Federal, State and local agencies, by electric utilities and 
citizens groups, and by other interested groups and individuals in the 
selection of locations and to consider the development and construc­
tion of nuclear power facilities; and (3) to establish and maintain 
appropriate high standards of safety and environmental protection. 
The authority would be funded by an appropriation of $10 billion.

Funding intervenors.—One issue during the final conference on the 
Energy Reorganization Act of 1974 was whether to include provision 
for the Nuclear Regulatory Commission to fund intervention of public 
interest and other groups in the regulatory process for issuing con­
struction permits and operating licenses for nuclear facilities. This had 
been proposed by Senator Kennedy and others to redress an imbalance 
seen between sparsely funded intervenors on one hand and a well 
funded Federal agency on the other. The AEC subsequently decided in 
November 1974 that requests for financial assistance to intervenors in 
several proceedings then pending raised several broadly applicable 
questions which should be examined in a public rule-making proceeding 
and requested proposals for an independent study of the matter. In 
April the NRC announced selection of the Washington law firm to 
make this study which would take about three months.64

80 HR. 441 by Mr. Fish, Jan. 14, 1975, referred to the Joint Committee on Atomic 
Energy.

81 H.R. 5598, Mar. 26, 1975. Referred to the Committee on Interstate and Foreign 
Commerce.

82 State of the Union—Address by the President of the United States. Congressional 
Record. Jan. 15, 1975. n. H137.

83 H.R. 3809, Feb. 26, 1975. Referred to the Joint Committee on Atomic Energy.
84 The firm selected was Boasberg, Hewes, Klores and Kass. Cf. Energy Users Report, 

Apr. 24, 1975, p. C-4.
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As for legislation, on May 6 Senator Kennedy introduced a bill to 
provide for financial assistance to public intervenors in nuclear licens­
ing proceedings.65

Private Construction of Enrichment Facilities

By 1974 it was increasingly evident that the demand for enriched 
uranium from AEC’s three gaseous diffusion plants would outstrip 
their output, particularly since the United States was supplying most 
of the enriched uranium to fuel nuclear power plants of free-world 
countries. Although the AEC was upgrading and improving its exist­
ing plants, the incremental production thus available simply was not 
enough. Indeed, on July 2,1974, AEC temporarily suspended signing 
long-term contracts to provide enrichment service. Thereafter the 
AEC announced it would sign long-term contracts for another 15 do­
mestic and 33 foreign nuclear power plants. Once these contracts are 
completed, the AEC, now ERDA, will stop entering into long-term 
contracts. By then private industry is expected to be able to provide 
the enrichment capacity needed.

On June 26, 1975, President Ford sent a uranium enrichment mes­
sage to Congress which clearly backed the continued role of the United 
States as a major supplier of enrichment services on the world market. 
Highlights of the President’s plan included:

■—A legislative proposal, the Nuclear Fuel Assurance Act of 1975, 
which would authorize the Government to enter into certain 
cooperative arrangements with private industrial firms that 
wish to finance, build, own and operate plants to provide ura­
nium enrichment services.

—A pledge by the President to foreign and domestic customers 
that the Government will assure that orders placed with private 
producers will be fulfilled as services are needed.

—Opportunities for foreign investment, with control of these 
plants remaining in U.S. hands.

All necessary controls and safeguards concerned with (a) prevent­
ing the diversion of nuclear materials and the spread of sensitive tech­
nology, (b) environmental impact, (c) safety, and (d) antitrust.

Since a private organization now needs only to obtain an NRC con­
struction permit and operating license to build an enrichment facility, 
the purpose of the legislative proposals is to provide incentive for a 
very large capital investment.

The arrangements the President has in mind would provide for cer­
tain forms of Government cooperation and temporary assurances that 

• could include:
—Supplying and warranting Government-owned inventions and 

discoveries in enrichment technology—for which the govern­
ment will be paid.

■—Sealing certain materials and supplies on a full cost recovery 
basis which are available only from the Federal government.

—Buying enriching services from private producers or selling 
enriching services to producers to accommodate private plant 
start-up and loading.

® S. 1665, May 6, 1975. Referred to the Joist Committee on Atomic Energy.
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—Assuring the delivery of uranium enrichment services to cus­
tomers which have placed orders with private enrichment firms.

—Assuming the assets and liabilities (including debt) of a private 
uranium enrichment project if the venture threatened to fail— 
at the call of the private venture or the Government, and with 
compensation to domestic investors in the private ventures rang­
ing from full reimbursement to total loss of equity interest, 
depending upon the circumstances.

To get this undertaking started, the President announced several 
administrative actions which included:

—Start of negotiations between ERDA and Uranium Enrichment 
Associates.

—An ERDA request for proposals from industrial firms inter­
ested in constructing, owning and operating enrichment 
facilities using centrifuge technology.

—Issuance of an environmental impact by ERDA

Labor Support for Nuclear Power

On June 13,1975 President Ford released the recommendations of 
his Labor-Management Committee’s recommendations for legislative 
and administrative measures to increase electric utility construction 
and output. The President accepted and endorsed these recommenda­
tions because they can make a significant contribution in reducing the 
Nation’s dependence on oil imports and in conserving scarce natural 
gas supplies. He said he would act promptly to create a task force to 
tackle the problems of delays in completion of utility plants.66

Concerning nuclear matters, the Committee recommended extension 
of the Price-Anderson nuclear indemnification provisions of the 
Atomic Energy Act of 1954, as amended. It also called for immediate 
improvement in the policies and actions regarding use of nuclear 
energy, saying:

The nations should make every effort to capitalize on the 
benefits of two decades and billions of dollars of public and 
private efforts in nuclear power development. While the ini­
tial investment costs for nuclear energy are high, it offers 
the cheapest form of electricity in the long run. Every effort 
must be made so that the percentage of electric power gen­
eration derived from nuclear sources by 1980/1985 is greatly 
increased from current levels. It is estimated that 10 to 15 
million construction labor hours are required for each nuclear 
unit installed.

The Committee also called for government action to:
—Promote the public acceptance of nuclear power.
—Resolve the uncertainties regarding the nuclear fuel cycle.
—Streamline the nuclear regulatory licensing process to re­

duce the lead time for getting plants into production. The 
current lead time is about 8 to 10 years.

66 White House press release June 13, 1975.
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