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Dear Representative:

Eariier in this term of Congress the House voted against S h�n;-  §l
1oan guarantees by a margin of 263~140. That was no accident;�~he House knew
� was poor y conceived 1egis1ation, the beginning on the road of continua1

subsidy for a technoiogy not yet ready for commercia1ization, the first step .
in Rockefe11er�s $100 bi11ion~EIA mistake and a butress for 0PEC&#39;s rip-off 1ev-
erage on domestic energy pricing. The House emphaticaiiy rejected that ioser.

Now. a few fo1ks at the urging of ERDA and the white House have resurrected
syn-fue1 1oan guarantees and associated "burps� and are attempting to force it
(HR 12112) onto the f1oor next week. so iate in this session that it couid not
be examined by the Senate or considered in Conference�-it wou1d have to be
attached to some other bi11, probab1y the ERDA authorization. After the House
voted down 1ast year&#39;s $6 bi11ion proposa1. ERDA established a new Office of
Comercia1ization for synthetic fue1s which has been working ever since to
obtain Congressionai approvai of the synfueis subsidy program. Some fo1ks must
have a1ot ridding on this bi11 to push so hard. H » &#39;

The taxpayers understand why this $4 bi11ion 1oan guarantee 1egis1ation
is being hustied through Congress at the 1ast minute, in spite of the disadvantages;

�-The fuei produced by the p1ants getting the 1oan guarantees wi11 be,.
priced at about $20 per barrei for synthetic petro1eum and $4 per mcf for syn-
thetic gas. over twice the market price for these fue1s current1y. &#39;

�~The fue1 produced by 1985 wi11 produce 1ess than 1% of our nationai con-sumption. t �

--ERDA has a1ready entered contracts. near1y $100 mi11ion worth. for research
and deve1opment p1ants using second generation syn-fue1 processes. This 1oan guar~
antee 1egis1ation was generated specifica11y to guarantee the,commercia1ization offirst generation p1ants. 1

--Such programs are a quick way of attaining Federai invo1vement in a11 energynj
production, private industry dependence upon the Federa1 coffers and eventuai nation»
a1ization. v

-~The proposed program wi11 be a great encouragement to OPEC. Since the price
of these synfue1s wi11 be 2 to 3 times higher than the price of oi1 or naturai gas.
OPEC wi11 use the Congressiona11y~inf1ated domestic energy cost which gives Justiér »
fication to OPEC for its ripaoff price. OPEC wi11 be meeting soon to discuss further
price increases; they can tie their price to the synfue1 escaiator and see their
profits and our prices and infiation go sky high. �

A _   �-Last year Mr. Parsky. Deputy Secretary of the Treasury. warned that �More 1.   . ,. . .. 1  , _ .  1. 1.     h.  N   V

Once one enerei�gtodectis subsidized. others wi11 seek simi"ar  reasren .�* c Ii  r   r"
issome.r1ike the A aska Naturai Gas project. which shou1d be economica11y viab1e."

�--The GAO, in an August 1976 report on the synfue1 bi11 said. "Synthetic fue1s
production is not cost effective in that the tota1 cost of output is not price come
petitive with foreign oi1. Nor does it iook attractive on the basis of present
know1edge when copared to other techno1ogies on an actuai. or increenta1. price
basis." (P. iii -~.See additiona1 GAO Report excerpts on the back)
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~~Jimy Carter had this tn say regarding the eresesed phdgram;

A decision to subsidize the peeduetien sf iueis fer which there
is no genuine market «~ fer exempie, the synthetic fueis ccmmer«
ciaiization now before Cengress ww wduid divert eapita1�away�from
the production fa useful eneegy and cheete even more pressure to �
raise the price of eii energy. A cemmitmens ts initiate synthetic
fueis industries in the eater~shert states 3? the west, instead of
in Midwestern states cieseh te adequate eater suppiies, weuid sacrie
fice water needed far the growth 9? indestry and agricuiture in the
Pacific Northwest, nshthee �iains er Qeieredd River basin.

~- According tn the Scientists� Institute for Pueiic Information, the shaiei
retorting process produces S��emiiiion gaiidns of waste water edntaining cancer~
linked compounds and 300 tons of cercinogenie meteria1s in waste products per year.

i e~In addition to the energy R&D.a}eeady under ERDA eentract. the House this
term passed seyerai energy production bii1s"inciuding the Energy Poiidy and Con�
servatidn Act and the FEA extension biii which ecntained numerous programs for
increased energy avai1abi1ity..

; ~~Sincethis bi1i&#39;s pregram has eiready been heard and rejected this Congress
and since it is the Leadership?s.expressed gdai to adjourn the first week in 0ctober,
it aFPears imprudent to have this biii, and the three dozen or so amendments aineady A
printed in the Record, 90 to the finer fer what wiii suheiy be a devisive, confusing
and perhaps p�oionged debate.

-.The synfuel piants nil} hredominantiy be in the west, that region of thei
country wiii suffer significant envirnnmentei�effectsi and the rest cf the country
wiii not benefit from the energy predqceds

?It§*not diffieu1t he enderstand why Cangress voted down these ioan guarantees
iast year. slts equeiiy easy te see why Congress shduid vote against them again.
H.R._12112 and its synfuel plan is neither prudent nor necessahy Iegisiation.

7     � A Sinsereiy years,

n e   A i ;:E}§�~� (:#§L�4ik34iL£l_ i i
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An*evaiuatioa�of aroposea Federai
 nssistance&#39;For�Financing toemerciai�
iizationiot�Emerging�Energy�Technoiogies

hy Generai Accounting Office (excerpts)

Synthetic fueis production is not cost effective in that the totai cost,of
output is not price competitive with foreign oii. Nor does it Took attractive one
the basis of present knowiedge when compared to other technoiogies on an actuai.
or incrementei, price basist a

Serious questions exist regarding any nationai comitment at the present
i time to uneconomico high~cost suppiy technoiogies which substantiaiiy exceed
the cost of imported oii,  certainly, larger commitments tosbujiding comp1ex.t
highiy capitaiwintensive energy sources eiii resoit in iess incentive in future
years to deveiop aiternative inner cost energy sources. In addition technoiogies
producing energy that costs more than energy from imported oii wouid put exporting
countries in a position to increaoe energy prices. (p.iii)

However, synthetic fuels technoiogies appear to us to be the oniy ones
which could need aii three ieveis of tinanciai assistance ~- front end money.
construction assistance, and product price supports. Essentiaiiy. this is
because synthetic fueis technologies appear at this time unabie to compete
economicaiiy with conventionai energy sources. (pt 24) r

However, at this point, synthetic fueirtechnoiogies are the ieast economicai
of aii the new energy suppiy~technoiogies. tp. 34) e h

At 15 percent rate or retorn, the estimated reguiated price of high-Btu
synthetic gas~~$2.5i to $3.2o pee thousand oooio feet 1/ ~- is about douoie the
proposed FPC domestic price at new natorei gas {$1.42 per thousand cubic feet):
Converted to the equivaient price per narrei of oii, the $15 to $18 per barrei
price of high�Bto synthetic gee doee not ievorahiy compare with the $i2 current
priceiof foreign oiit i

The Synfuei Interagenoy iask horce�e report shows the price of oii from
shaie to be in the $10 to $78 per horrei range. Howeverp some recent industry
estimates of the eepected poet ct shale oiirrange up to $18.90 per oarrei. The
Task Forceis report and recent indostry estimates project the price for synthetic
oil from coai to be about $26 to $30 per berreit (p. 36) s

For Exampie, the cost of constructing an oii shaie piant producing 50,000
barrels a day is estimated at $1 oiiiiont It the price of a barrei of oil from
shaie were to exceed the price oi imported oii by $5 a barrel, then an additional
price subsidy of $250,000 a day or about $93 miiiion each year couid be required

�for inst one smaii piant, {p. i5)

For exampie. loan guarantees have received much attention as a potentiai way
of encouraging a variety of energy technoiogies. In generai, ioan guarantees
wouid seem to best fit those circumstances where the technoiogy has been known 3
to work, is economicei, and where the person wanting to make an investment in i
the economicaiiy attractive energy technoiogy cannot do so primariiy because of
its financiai constraints. By transferring some of the risk, ioan guarantees
tend to marginaiiy reduce the interest costs of a ioan and to assure the avaii~
abiiity of financing which otherwise may not have been avaiiabie.

"� �Lu � ~1 "&#39;* 2. ,x.:;�.-..;..e � �.~. .. V / ,

Loan guarantees a od�oay on? go #?f*?}id+ e  ~-hi»-i?T�;�fo;7V;::��:;?�ci.:�
of iarge finms with reasonaoie access to capitai markets even if the energy

iactivity in question is technicaiiy and economicaiiy feasihie. Investment
capitai is normaiiy avaiiahie to such firms and their basic decision not to in~
vest in a particuiar energy activity may he infiuenced primariiy by the avaiim
abiiity of attractive investment opportunities elsewhere� (p. 46)

Aong the suppiy~increasing technoiogies considered, we found several
technoiogies to be cost effective either in totai or in particuiar geographic
areas. These technoiogies are hydrothermal energy, nunicipai waste combustion
systems, soiar not water one opoce heatingi and tertiary oii recovery. Because
they are cost effectivep these technoiogiee nouid he the most efficient to imn
piement in the near future in torma oi doiiare expended new end in the neor future
on enppiies oi eneroyt int 4?}



Synthetic fueis prnductinnwwwhiie technicaiiy feasibie with first gener-
ation technn1ogips~»i$ npt peat effective in that the totai cast of output is
not price competitive with fnreign pii. Nap �aps it inek as attractive when
gompared to other tenhnpingiesp wninh we nxamineé, an an incrementai price

as 5.

There are aisp spricus questipna rpgnr�ing any deep natipnai commitment
to uneconnmic, high~cost snppiy taphnnipgipn which substantiaiiy exceed the
post of imported pi}; certainiyg the deeper the comitment tn building a broad
industry infrastructure pf highly cnpitni intensive energy sources. the iess.
the inaentive in future peara tn puppnrt deveippment pi inwer cpgt engrgy sup-
piy pptions. Fupthér, fun push nign cast tpnnnningies, imppvte� ail is likely
to form a defactp price fins? as apposed to its current rnie as an energy price
ceiiing. In such circumstanpps, the enpprting cnuntries cauid be in a better
position tn exert continued upward pressure on energy prices. (p. 48)

Given ERDA&#39;s basi¢.pbjective and the present economic unattractiveness of
first~generatipn synthetic fuei tephnniagys we beiieve that, in iieu of provid-
ing Federai ioan guaranteea far biiiipn dniiar pine �comercia1" piants, efforts
shpuid be direeted ta respareh and �pvpippmant pi imprnved synthetic fueis tech~
noiogies and tn meeting ERBn�3 pbjeptive of idnntiiying and resoiving socio~
ecanomic, envirpnmentaig and rpgniatnry pnobiemsa Tn mee� this latter objective,
it appears possibie to gain adequate iniprmation irpm smaiier plants under
Government controi; (pp 52)


