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The House will soon be considering_H.iR. 12112, the
o antee Pro ram bill. A p   o

I am opposed to this legislation. Afterwhaving had the opportunity
to consider it twice -� once during a conference in late 1975, and again
at great length over the past three months as original House legislation
-� I believe this approach to our national energy situation makes as much
sense as trying to push a car with the brakes on and the transmission in
park.

Specifically, the bill:

(1) abandons any connection with normal market incentives. It accepts
the current over-regulated, over-controlled energy situation. It tries
to present an artificial solution to that artificial situation. And, in
so doing, this bill may encourage further Federal involvement and controls
in energy;

(2) does nothing to eliminate the disincentives that have disrupted
the fossil energy industries and that have discouraged investment in
alternate energy technologies;

(3) ignores the fact that current synthetic fuel prices, with the
exception of geothermal, are not price competitive with the currently
controlled prices of traditional energy sources. Thus, this bill raises
the distinct future probability of price supports for synthetic energy.
No witness denied this probability;

(4) further preempts debt capital available to borrowing citizens.
It allocates Federally guaranteed debt capital to energy industries that
cannot attract it, in turn, helping to bid up the interest rate price
of money;

(5) discourages energy industry competition and gives a favored
competitive position to program participants;

(6) interjects the Federal government directly into State and local
affairs in a new and substantial way. For example, in the oil shale
sections, the Federal government is obligated to make available funds
for essential services of local governments;

(7) provides for such stringent compliance standards that it can only
postpone or frustrate attempts to build and operate synthetic fuel plants;,

(8) admits the failure of the Congress and the Federal government
to come up with energy solutions that do away with the burdensome and
restrictive disincentives;

(9) permits an oil share venture to receive as much as $1 billion
in guarantees on a commitment of $25 million. That is like receiving a
$100,000 loan on a $2,500 deposit.

We have not moved from the days of whale oil and kerosene to an era
of diversified energy supplies because of the unresponsiveness of the
American energy industry. Our energy industries, both existing and poten-
tial, will respond to the needs of the American people if we "take the)
brakes off", intelligently remove developmental disincentives and permit
our proven ingenuity to operate ef c �vely.

This legislation is an artifici~
It does not merit your support.

solution to an artificial situation.

Si ce ely yours,
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DISSENTING VIEWS or ~coNeIu7is.siiiiN BARRY M.
GOLI)W&#39;A.T1+3t, JR. I

The urgency and demand for development of synthetic fuels is avell
documented. Oil and gasare finite resoui&#39;ces,�aiid if America is to�
meet �projected energy needs for the next hundred years, other sources
of energy iuust �be found. , .

The intent of this legislation is laudable. Most energy experts feel
that the development of synthetic fuels could draniatically_ assist
America in achieving energy independence by the year 2000, which is a
goal we all seek. , _

lint will this �legislation re: lly help to achieve that goal? I submit
that it will not. i I

&#39;l.�he bill is not diflicult to analyze. It is a loan guarantee approac:li
to encourage synthetic fuel denionstrat-ion and construction projects.
Since federal loan guarantee programs are not subjected to norinal
budgetary impediments, the �bill has the appearance of economic ine�
fallibility. In other words, this legislation, in an economically con-
trived fasliion is made to appea &#39; as a panacea to the nation�s energy
problems while at the same time costing the taxpayer nothing.

The euestion begs, whydo the protlucers of energy in this country
need a loan gnaraiitee prograsni to develop synthetic fuels? Is it be-
cause the l<�ederal Government dries up a disproportionate amount
of available loan money? Is it because Congress and the regulatory
agencies have fr.ighteiied energy producers and banks with so many
punitive rules and regulations that theya.re afra.id to invest time,
effort and money in the production of: energy?

l�(-rhaps these questions are rhetorical, but they have a direct hear-
ing on this leg&#39;islatio&#39;n, and during the entire course of hearings and
markup of the bill, they -were never answered-~at least not effectively.

i-\n_v thorough and halaiieed historical examination of federal loan
guarantee prograins will reveal that contrary to popular belief, the
extension of� governinental credit. usually results in great expeiise to
the taxpayer and a. loss of: private lending money to liusiiiess.

&#39;l�lu~re is no cfl&#39;ective guarantee in this bill that once a loan is ni~ade.
for a s,\&#39;iit�liefi<.: fuel pro_iert and in turn defaulted, that the govern-
ment-~-~�lieiu:e, the laxpayer--~~~\vi.ll ever be 1�(�.lH�ll.)11l�S(!(l.

(loveruineut. guarantt~.ed loans are a littltle like a child�s first. exp(*eri-
euro with cotton candy. At. first; it looks and tastes awfully good, but
it <ltiesii�l: take long to realize that tliere�s really nothing �there.

l\"hen (loiigwss e.rea.tes a loan guarantee, or credit program, it is
not inn-reusing iiive.~;tnu~iit&#39;. fHlHl.*i available to the private loan inarke.t..
()n the eontrziry, this �re~arraugeinent� of the iuoney supply pre-
mnpts the share of iiwestnient funds going to private borrowers. in
turn, iiiteresl�. rates go up as inveslineul. money is hid away by the
�federal government. -

(161)

As the noted economist, Dr. Henry Kaufman, pointed out: �Federal
agency financing does not do anything directly to enlarge the supply
of savings . . . in contrast, as agency �financing bids for the limited
supply of savings with other credit deinanders, it helps to bidup the
price of moiiey.�

The next time a constituent complains about a� lackof home mort-
gage money and the exorbitant interest rat.es on the little money that
is available, it might "be a good idea to check with the Federal Reserve I
and see where the money is going. In 1960 the federal share of funds
raised in private capital markets was 12.7 percent. Today it is in
excess of 25 percent and growing dramatically. And, this is a salient
defect of the bill. "It goes straight to the heart of any federally
sponsored loan program; namely, that the government will undertake
high risk projects that private �lending institutions won�t touch.

Hearings on this bill proved conclusively that banks and other lend-
ing institutions feel that synthetic fuel demonstration and construc-
tion is a poor �nancial risk. But, the lenders only see the program in
such a �bad light because they are convinced that Congress, the federal
government and even the courts, will continue to throw up sh ortsi ghtcd
roadblocks to energy development. Ironically, the bill speci�es that a
loan may not be approved for synthetic projects in a case where the
applicant does not meet the various financial and management require-
ments ordinarily required by private lenders. Does this tell us some-,
thing? It should. lVhether a private lending institution or the fed-
eral government makes a loan for energy development, bureaucratic
red tape at all levels of government can delay an energy project in-
de�nitely, and this is-regardless of how much capital and practical ex-
perience in energy development the applicant may have. t

Privately, most loan officers with experience in energy exploration
and construction loans will say this bill is a risk. &#39;While I would not
presuine to impugn the motives of my friends in the lending business,
I ra.tlier suspect that their acceptance of this piece of legislation was
due in part to their desire to get the ball out of their court. If not, why
does the Alaskan Pipeline project have little difliculty in getting pui-
ivate lending money. and the price tag for the Alaskan Pipeline is at
least one billion dollars more than the amount authorized in thisbill
for synthetics.

Now, in addition to loa.n guarantees. we are being asked t.o authorize
the expenditure of one-half billion dolla.rs just to cover the loans. �Why
is this expenditure necessary? Unless, of course substantial losses under
tho program are c.\pectc(l to be cliargcd to the budget.

In re.a.lif;v, what this bill does is admit. the failure of C�ongress and
the li�edera.l (lovcriiinent. to come up with we sensible solution to the na�
tion�s energy crisis. It�s a �rob l.�eter to pay Paul� approach. Once. more
the Aniericmi t.a.xpayer {is being asked to foot the bill with. little hope
of any taiigilile benefits. Not only is the taxpayer losing six to four-
teen billion dollars in loan money stripped from the ])1.�lV�f&#39;0 lending
in a.rke.t., but tliis pie-iii.~t.lie.-sk y scheme is being pci&#39;pctra.te,d by the. sa me.
Congress whose actions have discouraged energy productioii in the
past.

The «impact of synthetics on the total energy needs of� the nation in
the next._15 years will be less than four percent and this is assuming
eliinination of the usual �bureaucratic roadblocks tlirown up against
coal production.



At the present time, fossil fuels--oil and gas-��supply 7 6 percent of
the coiintry�s e.iierg_r demand. Yet, the reduction of the oil depletion
allowance coupled with the continuance of price controls on domestic
oil and gas has reduced the cash flow for expanding exploratory ef-
forts aimed at achieving energy self-sn�iciency.   � ~ �

It can be assumed that if this bill passes, bureaucratic impediments
will also exist to discoura e utilization of synthetics. In fact, the direc-
tor of the Center for the < tudy of American Business at llfashingtoii
University, Mr. Murray L. \Vcidenbaum, recited to the Science and
Technology Coinmitteethe various steps, or constraints, that could
postpone attempts to build and operate synthetic fuels plant. They
included the following: .

1. Preparing an environmental impact statement, as required by the
National Environmental Policy Act of 1969.

2. Meeting new source performance standards for air quality, under
the Clean Air Act Amendments of 1970. &#39;

3. _"\rIeeting the hazardousipollutant emission standards, under the
Clean Air Act Amendments of 1970. &#39; &#39; &#39; I

4. Meeting the state air quality implementation plans required by
the Clean Air Amendments of 1970.

5. Obtaining necessary point source discharge permits, under the
lVater Pollution Control Act Amendments of 1972.

6. Meeting state water quality standards and water quality inan-
agement plans, as promulgated under the �later Pollution Control
Act Amendments of 197 2. &#39; 1

7. Complying with limitations applicable to �underground injec-
tions,� under the Safe Drinking Water Act of 1974. &#39;
p S. Complying with the regulation of interstate pipeline transmis-
sions, undcr the Interstate Commerce Act. \   I

9. Complying with the prohibition against a carrier transporting
its own products, under the Interstate Commerce Act.

10. Complying with the allocation of railroad cars transporting
coal, under the Interstate Commerce Act. &#39; , y

11. Complying with the 1�(�..g&#39;11l{1..tlO1&#39;1 of interstate transmission of
synthetic gas once mixed with natural gas, under the Natural Gas Act.

12. Obtaining necessary plant and mine leases, from the U.S.
Bureau of I land Manageinent..

13. Obtaining necessary water allocations, from the US. Bureau of
I�xeclamation. A 7

M. Complying with the Coal Miiie I~l&#39;ealth and Safety Act of 1969.
The bill contains other ileticicncies. For instance, the bill reported

froin coininittce would allow an oil shale venture t.o qualify for a $1
hi llioii loan with only $22�) million put up by the applicant. in inve.sl:iueiit
czipital. In other words, this is like aslcing a private lending institul ion
to :i("(&#39;(�\.]&#39;il. $2.500 in security on a. .�l§l.00,000 loan. A

A lno. liy (le�nilioii, ten� proposals will he :\(�.(�.(*.pl�(�,(l. The great majoi°-
il_\-&#39; will stand at a severe coinpetitive diszidvaidage. Tlicy will have to
ataml on the side,lines and wait until hoth goveriiinent and private
iinn iice a re sat.is�e<l.

Thus. at least, three to five. years in development and operational
time will be expended, and there will he no slcilled pcrsoiniel. on-line,
ready to go.

.-l~\l-I-�

Upon close examination� of this bill, it becomes obvious that no
reasonable guarantee exists that the market price of the energy
produced will be competitive with the price of current energy sources-
Thus, in voting for these loan guarantees, there is an acceptance of
the distinct prohabilty of price supports for the energy produced. No
witness before the Science-and Teclniology Committee denied this
or ruled it out.   7
~. The Administration has clearly iiidicated that Syn-fuels loan guar-
antees are but the leading element in the Energy Independence�Auth�or-
itv (EIA), the $100 billion wholly owned federal energy corporation,
The rationale for the role, function and need of both is identical, as
Administration and outside witnesses indicated. The FEA maintains
that that EIA will need as much as $600 billion over the next 10 to 15
years. Thus, acceptance of the principle involved in this bill is econoni-;
ically heyoiid our wildest imagination.   � _   v .,

In addition, it should be pointed out that under the guise of com-
munity impact aid assistance, the federal "government is brought di-
rectly into the a�iairs of: local areas. The bill provides for federal»�
government guarantee of a locality�s bonds for �essential� public
services, or it could guarantee the amounts of anticipated tax returns
from the energy demonstration facility. Such federal responsibility
carries a potential cost lia&#39;bility of more than the anticipated costs of
the energy loan guarantees. A � A .

Lastly. the federal government could wind up owning and operating
commercial energy plants, regardless of whether they are wholly
functional, and in turn, selling the products or energy produced,
rcgarclless of whether they are coininerciallv viable. The government
would beaiitliorized to do so in case of default, although in reality,
the taxpayer�s investment will be dissipated anyhow.   , &#39;

Sri«:ciric Piiovisioivs

In response to my basic philosophical opposition to H.R. 12112,
I otl&#39;ered a series of amendments to the bill which were accepted bythe
Committee. At this point, it is appropriate for me to offer my sincere
appreciation to the distinguished Chairman of our Committee for the
totally fair and even handed way in which he dealt with every l\Icin-
her�s amendments and motions. I. as several others.,_had my amend-
ments and inv motions protected by the Chairman during the several
weeks of inarkun, at times when other responsibilities required me to be
absent from a Committee lTl(�.(~�l3ll1,,Q&#39;. Chairman Tcarrne deserves only I
the highest. of praise for the responsililc ma.nner with which he has
handled tliis hill. lVhile I continue to oppose the hill ii.otwitli.<-:t.anding
the ainendineuts accepted by the Committee, I am most a.ppreciat.ive
for the 0D])(&#39;)l�l�.llllll.&#39;_V to offer and fully debate them. i

As I stated. the acceptance of these amcndme.ut.s does not modify
fuiulamenlal oppositimi. I would hope, however, that the added provi-
sions will act. to some (loam-e to contain the da.inag&#39;e. which this bill
(lees. A t a, niiuiniuni. t..lie_v will ensure that Congress and tlie pulilic
will have notice of the overriding philosophical aspects of the pro-
gram under the hill. ltlacli of the amendments is responsive to the
excellent. testimoiiy of Mr. Gerald Parsky, the Assistant Secretar_v
of the Treasury and that of several other witnesses who also were



(.�m1CCl�ll(.�(l, us I inn, with the iinpziet of this hill on our free eiiterprise
i;i&#39;.<:teiii.

y Two of the. i&#39;llllf.�lt(llll(,�lllS expnnd the (lll.&#39;(�.t�.l. l&#39;0.�»})(Jll.�5ll.)llll,l(?fl of the
.�%x-.:_*i�i&#39;etiii&#39;~i&#39; of the &#39;l�i&#39;eiisiir_y lo eii.<iiii&#39;o Eliot l�e<lei°iil loun [.I\llt1&#39;l1lll�C(�3
lli�t(.l(�-I� tliiu ])I�()gl�tllII are giiiiiteil in ii way to iiiiiiiiiiize the iinpuct;
on the ciiiiitiil niiirlcels 0 the eoiintry. In doing so, �l�i-eiisiiry should
pliieii piirtieiilur eiupliiisis on the pt&#39;(&#39;)lCCl&#39;.lOll of the economic seetorti
\l&#39;lllCll llllly l)l.�. ll(�,�.{llLl\&#39;(!l_Y llll )llCl;C(l us (1 1&#39;(�_si1]l&#39;, of this ]_l�(\,(]m-nl 1-Q(l&#39;�&#39;(ic..tion of eupitnl. &#39;l�he. poteiitiul inipuet. of l~liC.�~&#39;(�. ;[tHH�tllll(?(�.S, when added
to i~.\&#39;i:<tiiip: lt�eiloi&#39;nl iiivolveiiieiit in the eupitiil iiiiii&#39;l.&#39;et., nnd purl.icn-
l.&#39;it�l}�ll lll01iI&#39;Oj_fl�l1m grows us is likely, could be serioiis. Tlie followingtiilile from an OM13 special t&#39;ll�ill.lySl8 of the F � 76 Federtil buclget.
iiidicales the iiizigiiitude Ofl.lllL§:.2l&#39;Ol)lClTllZO(l(1y. I

Srizcmr. A.\&#39;Ar.rsi-:s

TABLE E�-10. $U?.t?.&#39;.ARY OF CREDIT �ADVANCED AND CREDIT RAISID UNDER FIZOREAL AUSHCES
[in billions of dollars}

Hot chanxa outstanding
1974 1975 .1976 1974 1975 1976

actual estimate estimate actual osttmzto estimate

LENDING (CRlZOlT r�\OWiliCEO)

Direct loans (from table E-5):
On budget agencies ........ ..
0!! budget agencies ....................

Lean; by tcdcuily sponsored credit intermediaries
 £&#39;3)ugc-onto o u O u y ¢ Q o I o cc

oncccnoovoloouo L9 . . . .
2.2 15.0 8.9 l5.4 30.8 39.8

...... .. l6.3 u.o 3.7 71.1 725.0 94.7
Tclsl. credit advanccpd to the public under

 3U�5DlCC3.o..u.uu u O n I o 4 - o ~ n - o on
bUd:t�OO.I&#39;l9OOIOIDUOICOIIIICI

8ORllO�i�illl~lG (CR_EDlT RMSEU)

Federal beuoatng from the public (tram tabla C-l). 3.0 43.5 63.5 345.1 389.6 453.7
Guirzntecd borrowing (same i: ;um:&#39;.�.:-1-:1 loin:

ICCICICDQOICCOQIOODOOOIOOCIIOO

7
=l&#39;o�v�r) ............................  6.2 .8 7.7 l53.2 154.0 181.7Borzoi-iiizz by ledcratly secrisorcd credit hmrmeo
diaries (net, liom table E~9)........... ....  14.8 13.6 7.7 . 65.6 79.2 87.0

Total, credit raised from the public under M
Fcderatauspicesl. ......... ............ .l 57.9 78.9 554.9 7522.3 7Dl.7

Nctcrcditz:mnced....................... 2.5 -26.6 -50.2OOCOOOOOOCUUIOOUOCOIOUOOIOII90

�Excludes Federal Reserve cicdit.

Tito-pl&#39;O\&#39;lSlOliS we added to sections 18(b) (3) und18(l¬)(2) will at
leiist insiire llll�tl&#39;- full coiisiclenilioii is "iron to these impacts in ,rzriiiit;in{_:
the lO.�11lS rind, furtlier, this notion clearly pieces the Jkdmiiiistiutioii
on notice that the Congress is seriously eoneeriied ubout; this aspect of
the progriiin. Assistiiiil; Secretory Piirslcy testified that the direct im-
pact. of the giin.i&#39;riiilees on the merlcet would be minimal but Finite.

Mr. Pt11�Sli&#39;_�.�Slt&#39;ll&#39;(�(l.&#39;
�./7/iiiz7ni.i&#39;.:z&#39;iig /lic iiiipoeif 02i&#39;capi&#39;mZ iuar/cc/3

�l�&#39;.ll&#39;ill(�l&#39;lll()l&#39;(�. us the proposed progriiiii is iinpleinented. we must�
iiiiiiiniize the inipiicl; on our e:ipit.iil�m.irlcets. Any typeof Fecleriil Il-
nnneiul n.csistniii~e resiiliiiig in the uiidertzilciiig of energy projects
wliieli would not. otherwise have been lll1(lO1&#39;lt".i(Cl�t will lend to some
l�(�<llt�CCilOll of resoiirees in our enpitnl Ii�it11&#39;l(Cl.S. Such ineeiitii&#39;es iii-

__

,__-

_,...._._...�...�_---» 4

.

-..�..-._.. �-�~-� -~

7 i&#39;i°e:i.-&#39;e the ileiniiiiil for eiiiiitul while liiiriiigr lillle or no ell&#39;eol.oii lho
U\&#39;l�l&#39;:lll .\1Hl)})l.\&#39; til� i-gipitnl. &#39;l&#39;lie_\&#39; li-nil lo euii.~<e. lHlt�l�(�Hl. l&#39;til(�H to i�ii.&#39;e. tiiitl
<�ll.�lllllt�l.t�:l}lll:&#39;ll .&#39;\\\�:\�\� fi-oin inoi-e eeoiioiiiie. to ll�t~&#39;.�i eeoiioiiiie 1t.�a&#39;(�.�~�...lll
2-&#39;luii&#39;l�. lho ])l&#39;()}i(l.�~�(�(l pi&#39;o;_ri�:iiii of lt�eilei°:il iii<:eiil.i\&#39;i~:4 will (l1t&#39;O(.�l�. enpitnl
froni ollwr iireiis of our t�(.&#39;()llUlll.\&#39; into 1-�.\�&#39;l)l&#39;lt(�.l�.lC&#39;. �fuels ]7l&#39;U(ltl(?l¢lOll. ,

"&#39;l&#39;lii.~< (ll\�(�l&#39;,�~�l()ll. liowei&#39;ei&#39;. is the. iiileiiiliitl ()ll.l(�(&#39;l�l\&#39;(�..()�i. the lli(.&#39;t{lll;1\&#39;C�.�3
l�I�(i;__"l&#39;.�lll\ whieh in .°¢pt�(&#39;ill(�hll.\&#39; tleui{.;iie<&#39;l to llll.�t�tl(3l�- eupiliil into pi&#39;oye<i_t�s
�I&#39;m� the i�(\lHlH(�l�t&#39;l,.�ll tll�m()ll.�~&#39;l�t&#39;.tll«lOl1 of .�%.\°lll�ll(�.l3l(&#39;. fuel l(�(�lmOlO;_&#39;,�lL�S. &#39;l�li0
lllllpflllllltlt� of llie inipiiet of such <li\&#39;e.i&#39;i<i<iii, will. ol.� (�t)lll&#39;.�~&#39;(", dopeiitl mi
the ltlllmllll� ol� iiimie_\&#39; iii\&#39;oli&#39;eilniiil l&#39;ll(�.lt.�ll;,[l�l10flllilt�0\&#39;(�l�\\�lH(&#39;-llf~Zll(?ll
iiiiiiiey is l&#39;:\l.&#39;*~&#39;(�(l.. lie! ween 938 und 0 liillioii iii ll1\&#39;(�S&#39;l&#39;ll�l(�.lit iniiy he iieeileri
to i&#39;le\&#39;i~lrip the l�i&#39;c~.siileiil»�s i�ec�oiiiineiideil .�li"i0,00(l l.i.&#39;iri�el-poi�-dny oil
i~iiiiii&#39;iileiit. s_\°iitlielie. i&#39;iiels <*:iiji:ieit&#39;._v.Tliiu uiiionnt: woiilillie on ii plinsed
liiisis over :7 to 10 _\&#39;e:irs as plants tire (�()llHl�l�tl(�l&#39;(�(l. �(F119 iiieeiitives pro-
;.1&#39;l&#39;:1lll ilesigziieil to iiiiliiee such iiivestiiieiit should tlierefore, not eziiise
ii. _!_"l&#39;t�:il- llli�~&#39;l&#39;ll1)l&#39;l_(m in the eiipiiul iiiui&#39;l<el�.c:.   . 7 P 7-

�(liveii the liiel that the nnnunl lllfi. iiives=.liiieiil&#39;. rule. 171.1970 was
over R�tpltl liillion. the pi&#39;o.Q&#39;i&#39;uin is not�. lil«;el_v to liiire u iiiriior iiiipiic&#39;l. on
the ;_"i.�ll(�l&#39;�l eost: or m&#39;:iilnl)ilit_v of eupilul. In udditioii, FEA estniniites

7 lll.&#39;ll1ll$�. nineh us 34600 to 800 hillioii will he l1W(�Si(�(l in the. CI1cl�{.,�}&#39; see-
ti&#39;n~ m&#39;ei&#39; the next ten }.&#39;e.&#39;irs. \Vheu viewed in relritioii to l&#39;li&#39;l.�~�~&#39;n1nOlll1i.,il1(j�:.
i-eipitul lll\�C�.�<im(�ll.l&#39;- e.\&#39;peet&#39;ed to be 1l1(ltt("t�(l into the iiiitnil pliusc 0
the f<\&#39;l\ll1(�lR ]11�l3,£I1��l11lS1lOl3lm�,Q&#39;C.

�l l&#39;iiwever. ulniosl. 50 percent. of the $5200 liillion not�. flow: of f_}m<.lS in
l;�..q. c-reclil iniii&#39;lce.ts is nlrenrlv l)(�l1�l{,1�i&#39;.&#39;ll{(�l\ to finance. (�?\&#39;l$%i~illg.-ll� ecleriil.
i~�ltil0 und loeul ]7l&#39;0_.Q�l�..&#39;1m.�§. Tlieso l\(�t\\&#39;_V e.&#39;0\&#39;ei*iiiiient .lJ01&#39;1�0\\"1!1..Q&#39; pres-
S1H�(�R will eoiitiiiiie. Tlierefore. in order to help iniiiiiiiize the impact; of
l�.lll).~\ ;,1&#39;tl.�H&#39;:&#39;llli&#39;(�(�S mid price .<:iipport.==_ in our enpifel )&#39;i�im�l{�0l�S, we he-l
liei-e tliut. it is e.=seiit.iol ll\.&#39;1l&#39;-.l�.l10 Seeret&#39;ury of the TPOHSWY ll�V*f°,l*ll°
uutlioi-it._\&#39; to .&#39;ippi&#39;ere the tiiiiingz mid S\ll).�.�~i.{1lll&#39;»l�.l terms turd eonclitions
oi� eueli loan mid price? guurriiitee and tiny other �iiiiiieiel ineentue
l�ll.&#39;ll&#39;-&#39; would hnre. ii. siiiiilor iinpiiet. Lorin and price ,�F:�,"§.1."7.I�¬LI1.tCC.S&#39;T0Sl1.ll3in new iSSltP.°�- of lioiuls. notes} or ollier ;_rO\&#39;f�lr&#39;lllllClll" lmC&#39;.l<<�H 0l>l1.&#39;Z«&#39;ll10ll5�1l}
the eupitiil iiiiirlceis whieh nnpniare. upon .lre:i.siii&#39;y mid ollier Fedei ii
tl!."(�li(�_\&#39; liiiuiieiiip,-s nndwhieh C�11l_)lL\�_0&#39;S1,Q;H1llC�ni.Il1ZLl�l(0l}1mp¬1.Ct.�P1�:t(iI�
:1})m&#39;ti\&#39;:il of the _t.imin;: mid terins by the I�i�eusnry will ensure oil eetiie
(�(mi�(lltl.�1i�lOt1 with the iiiaiiuqeineut of the Federal deht; iLTlCl1W1ll�ll°&#39;ll3
uiiniiiii7.e. the impact of such ineeiitives on the ee.p1te.l niziricets.

&#39;I�he.«:e. two iiiiienclments require that Trezisurypettemptg to inrilce
ili:il&#39; }i!�Oj(�C�il�ll ti i�eo.lit�y.   A _ ,
7 .&#39;\liHl�lt(�l� iiiiiendiuent. uclcliiig SOC�l&#39;l0l\ lR(h) (til, reqiiires t-hiitz, where
iinssilile, tliese. loiin griiiiimitees sliull lie._ "&#39;!.�{1.l1lL�(l. on the lirisis of some
&#39;foi&#39;iii of eoiiipetitive hiddiii.r_r or eoinpelzition. TI�C&#39;{�tSu1�_\&#39; l&#39;CS&#39;.~�l&#39;..1mOI1V&#39; stig-
;,rest&#39;eil that (�mil1)(�.l&#39;ll�l\&#39;(� liirlcliiigz is one wiry to keep the Federal loan
gnri i".-i ntee iissistiiiiee to minimum levels.

Two other iimeiidiiieiits zidd the Seeretnry of the Ti&#39;e:isiir_v to _the
list. of Olll(&#39;l.&#39;tlS who will piirtieiniile. in lll(�.})l1�mt1lI1g-_I and iiiiniiul review

� of the iii-<.i,r1&#39;i&#39;:iiii. �l�i°ensiii�_v�s tli1&#39;eol&#39;. 1-).&#39;H�l�-lClpIt.l�lOIl, when coupled wilili
tho i~,\&#39;pi&#39;i~;«~.c~. l�t�S�})()H.&#39;-4ll)ll�ll&#39;-l(�S udilerl hy the eorlier iiiiieiidiiieiils, will in-
siirif lll:ll&#39;- tit: leiiirtz one iiieiuher oi� the terini will he tin ll(�l�H&#39;c uclvoerile for
llillillm&#39;/.lll_L&#39; inipzietz on the niiirlcet. und mn;\&#39;lmi7.m,&#39;-I the ])l&#39;Ol&#39;CCi.tOn.Oi:
lliosiu .=eeloi&#39;-s whieh i-nnv he ll(�,Q��i-l\&#39;(�l_\&#39; iiiipueled hy the ell&#39;eet.i\&#39;e

�Ireiilloeiit ion oferipilul l&#39;(�St1llll&#39;l{I �from tlii ;:inir:intee pi&#39;o;;:r.&#39;ini.



The �nal amendment adds a new section 18(1) (B) (viii) to the
recpi_ireiiieiits for the annual plan and update. The plan must include
.f-pecrhe measures and procediires to insure that Federal assistance
is minimized, that the impact on capital niarkets is minimized and
hnally, and perhaps in the long run most importantly, that this Fed-
eral assistance not impede progress toward totally private �nancing
()l"{1�Il)* future synthetic fuel industry. .
_ lhe animal� update of the plan, per aiiiendnient to 18(1) (1), must
include specific coinnients by the Secretary of the &#39;.l�reasury on these
metliods and procedures and their adequacy, as well as reeomineiida-
tions to improve them.

&#39;1 his amendment was in direct response to the followinrr statement in
Mr. Parsl<y�s testimony- , i i D. . .

�. . . In carrying out the incentives program, we believe that special
care should be taken to (1) keep the use of Federal assistance for
commercial demonstratioii facilities to a miiiimuin level necessary, (2)
-E�-11511-I�0.tl:1£Lt the impact of Federal incentives on the capital markets
is niinimized, and (3) ensure that the adoption of a Federal incentives
program does not impede movement toward the fundainental actions
needed to improve the climate for private investment in the energy
scctor�-�-that is, regulatory reform, continued emphasis on research and
dcvelopnient, and decontrol of energy prices. We believe that these
more basic actions_ai&#39;e the most cost eilectiive loiig-ruii solutions to the
prphlein of attracting private capital to develop synthetic fuels.�

llzis added role for the Secretary should serve to insure that all
of the aforementioned concerns are adequately considered tlirougliont
the life of the program as a result of the advocacy and direct respon-
sibility of the Secretary, and -that Congress and the American public
can remain fully intornicd of Federal ellorts to deal with those con-
cr-.rns_. If Treasury discharges its responsibilities under tliese amend-
ments, we can at leiist be assured that somehod y will �be �minding the
store� as the prograrii unfolds and will �blow the whistle� ii� the
program starts to get out of control. �"0 also can be assured by this
statutory requirement that we can get direct and hopefully objective
rominents on these critical matters from a responsible ollieial other
than IQRDA, the program manager.

lllhile I strongly oppose the *fundainental thrust of this bill, I am
even more adamantly opposed to the special provisions for oil shale
adopted by the Conimittee. If we must have a synthetic fuel loan guar-
a in or program, we must at least ensure that that program is a balanced
and etpiitalile program, regardless of: our fninlaiiieliilzal views on the
prograni. Seeticiii _l.8(h) (5) does sei&#39;i<iiis violence to the principles of
ll2ll,iH�H�t�. and eipiity. �ll run only «,:liiiriu:l.eri&#39;/.e it as a pot ol.� gold at the
(�ml of an oil shale rainliow.
, illlio provision was oll&#39;ered by our eolleiigiio from lolorado, l\li&#39;.
\\&#39;irl li. fiiiiisl. f�(ilHllli�ll(l him for the lmiglli and l)l&#39;(�.�l(ll1ll of his reacli on
lhis pi-ovisiciii. &#39;l"lio pol. was even swi~<~l<-r in the original provisioii. ll.
""�l �}lH�l lilziftiii) inillioii in iiul.liori&#39;/.i~<l l&#39;uinl.~i lor (llI&#39;(�(�.l. graiil.s to support.
lln� oil shale nimlular ch-iiion.sl.i&#39;alions in 18(1)) (ii) (A). li�orl.iiinilely,
the (lpiiiiiiillri-. sl..riu~l{ that aulliori&#39;/.al ion. which new iiioaiis that sup-
port is siiliim~l; to animal aut.lmri&#39;/.alion. llol&#39;oro geltiiig into a.ny "fur-
tlier dcilails, ll()\\&#39;(�V&#39;t�l&#39;, it is appi&#39;opi�ialo to explain the provision, sincti
it is soiiie\\&#39;li:il&#39;. <&#39;oiil&#39;ii:1-�eil and aniliiguons. A plain and siinple explana-

�~s~

tion will clearly indicate the astounding iiiagiiitude of this giveaway
to the oil shale industry, and also to the State of Colorado, in terms of
Federal authority and funds.

&#39;.l.�he provision in thebill now requires that there must be a successful
�inodular� deiiioiistratioii of an oil shale technology before it can
qualify for a loan guarantee under this bill for a full size, commercial
cleiiionstration facility. It is not at all clear whether the same site
must be used, whether success by one module is su�icient to allow others
to apply for a guarantee for the same technology, whether, a different
corporation can use the module for scale-up under a guarantee, etc.
Nevertheless, this is the requirement. It is fair to say that certain
corporations which are already well along in the preparation for a
modular demonstration stand to bene�t. Others who were preparing
to proceed directly to a full size plant will probably be disadvantaged.
Certainly the restriction will limit ERDA�s �exibility in adininisterin g
the program to achieve the informational objectives advertised for this
program. Apparently, however, that is the way Colorado wants to go.

The next step in the provision is that, once having required that
module denionstrations be built to qualify for a loan guarantee, sub-
section (5) (A) then authorizes Federal assistance of up to 75%, repeat
75%, for the total costs of building and operating the module demon-
stratioii. Fortunately, as mentioned, the Committee voted to strike
the $200 million originally included for this assistance in the lVirth
amendment, but that figure is very irnportaiit in projecting where this
provision might eventually lead. It also is important to note that
normal ERDA cost sharing for such size demonstrations is 50% Fed-
eral, iiot &#39;75 %.   � , �

At this point, the State of Colorado gets its bite of the Federal apple.
Unlike any other non-commercial size demonstrations under l�llll)A�s
programs, which are governed by Section 8 of the Federal Nonnnelear
linergy Research and Development. Act, these oil shaledemonstrations,
most if not all of which would be in Colorado, arecovered by special
Governor participation in the planning, by special Governor review of
the project, including a veto, by a special provision for the application
of state and local laws, even where the demonstration is on Federal
land, and by a special soeio-economic impact assistance provision. The
special provisions are all included in this bill for the other commercal
scale demonstrations, and by t:his amendment for this one type of
smaller deinoiist.ra.tion. Again, however, that apparently is the way
Colorado wants it. Since my own State of Calil�ornia will probably be
giittiiig some non-coniniercial demoiisl:rat.ions in the Tll�J1{T)."\ geother-
inal program, T woinlei� why (�lolcii&#39;ii<l<i (_l(�.S(�.)&#39;\�(�.�s� this pi&#39;el�ei&#39;i~ii<&#39;e, assiiiii-
ing lliere is any �jusliliealioii for applying sin-.li provisions to
non- roiniiiorrial (l-(�Jm(>llHl�!&#39;!llltm�. ll� lliero is Hllvll &#39;_lllHllll(�11l.l(ili, and lliat.
was iw.vei&#39; (ill&#39;(-.i�e(la all deiuoiistralions \\&#39;ln~.revoi&#39; lticiilmjl sliould he
lniinllml tlial. way.

&#39;l�hu next slop is the real l.&#39;lil�ll:~Il�. of lhis llllll&#39;V(�l()ll.�~l rainbow. l l� a mod-
ule under this siilisor.l.i(iii is siiiciii-iissfiil, it lhon is �oli;:&#39;ilile" for ii loan
,£!�lllll&#39;illll(�(\ for a. (�.()HlHl(�.l�(&#39;.ll\.l (l(�lll(Hl.�s&#39;ll&#39;llll()ll. l t isn�t clear what. �olig-
&#39; 9 _ _ _ , Nll)l(\ � iiieans, nor wlwllier a module must. have gone llirough the lied-
vrally ll.H�HlSl(�(il and spoeiiil Stale pi&#39;ovision.s niuler .�llll)H(�.("ll()H (5) (A).
This coiihisioii and the vagiieiiess of many other del ails T am sure will
lead to litigation. �tinder this bill, :isinieessl&#39;iil applicant can obtain



a Federal guarantee of his project �nancing for up to 90% through
construction and operation, and 75 % over the life of the demonstration.
So the oil shale applicant, who has already received 7 5% of the mod-
ule costs in Federal assistance, can ride the rainbow the rest of the way
to his billion dollar plant. Since modules are estimated to cost about
$80 to 100 million, and his exposure could be limited therefore to $20
to  million, his risk is$�.?.5 million.

In all fairness, our rainbow rider �may,� hut not �must� buy back
the l.~�eder:1l share in his project. The statute is not at all clear as to the
intent of this discretionary �may.� lint even if he does have to put up
that share after he has become eligible for a Federal loan guarantee for
a hillion dollar plant, raising; $75 million at that point should be of
little dilliculty. The point is that the I<�ederal (lovernment took the bulk
of the risk to get him there and then is prepared to take the bulk of the
rest of the risk to get him the rest of the \ lay over the rainbow to the
pot oi� gold. ~

Ll. also have to wonder what this rainhow will do -to competition in
the oil shale industry. Obviously, the first winner of module assistance
is in a preferential position by coxnparisoii to his competition. If he
gets through all the special Colorado procedures successfully, he will.

I obviously be in a preferred position to get the oil shale loan guarantee.
Since his competitors must also meet the successful module demonstra-
tion, with or without l.<�ederal �nancing, his rainbow may not only be
a linaneial pot of gold, but also a. competitive pot of gold.

I geiiiiiiiczly hope that my interpretation of this provision is wronrr.
I" hope that my colleague from Colorado, Mr. \Virth, can convince me
and the rest of the House on the l5�loor that the interpretation is wron;,§.
l ollerecl an amendment to limit the oil shale industry to one bite of the
apple . . . either assistance for the module or loan giiarantee for the
cmnmercial denionstration, hut not both. This seems to me the absolute
minimum that must he done to clean up this provision. Striking it and
returning oil shale to the same status as all of the other Iteehnolopgies in
this bill would he a more satisfactory and equitable resolution. I urge
my colleagues to support ellforts on the Floor to deal with this pro-
vision. i

There is no question that the United States must become energy
indepen<tlent.. But this hill, when placed in the larger, contemporary
t&#39;(,�.()ll_Ullllt�,, regulaitory and legislative context that it must he judged in,
holds out no real promise of enahling this nation to achieve l:.liat;;o:1l.
This ilc;;:&#39;islat.ion a.h:in<lons any cmnn.-cl;ion with normal niarket incen-
li\&#39;v.~%. "ll. ul.ili;I.c.s a sl i�zil,<~.;;_v and 1H(P(&#39;,lH\.Hl>iH1 that c<>nce(&#39;l-cs current�. 1&#39;c.;,;&#39;11-
lalory and :~:f.al_nlory harriers to any olhe _� :l.])[>l&#39;()21(&#39;.ll. are here to slay�.
l n so 4loin;: it may actually ciiv(xix1&#39;:i.g(s the tl(�,\�(�.l()])lll(�.lll. of new ln1rc.an-
«&#39;l�nl.h&#39;. harriers.

&#39;l�he nlt.imal&#39;e price in\&#39;olvcd will l)(�. much liiglier tlian. the $651-l
lallllml cnvisimnal in loan risks. 2

l l**�£?§*�» �RV �"ll�-�.L�T*��-ti l0 |��,l<�<&#39;ll lhis hill. i\\"e lnive nscalile :1llernal.ivv.~:
in ninlm .&#39;\lllt�l�lt�.:l. c:ivi&#39;;_{"y >.t�l l&#39;�.~sHllh�im1l. l*�m&#39;:al:1i&#39;l&#39;«-.i�.~;. lclls ;_;&#39;i\&#39;e the l&#39;1&#39;(-u
m:u&#39;l<vl. plai-e a rlzzinre, and win-n we finally� ;:;rl. armnnl to it, it miggglil.
Hnl. lie. a. hall idea in curtail r-:()HH�.ulilrlw.lHIl&#39;t&#39;:H|(&#39;1&#39;m"\&#39; m~.�\&#39;i~,<&#39;.H~:1l(~«l lhnl.
nnpmlvasmwr;g_&#39;_y l&#39;(&#39;:�-$t�:ll&#39;i&#39;ll:llHl<l1\\&#39;(&#39;ln1)IHt�Hl..

li.\nm&#39; M. (loi.n\\&#39;.\&#39;ri-an .l r.7
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