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., W) October 31, 1979
q'o.a“

Mr. Jeff Levan
10 Harrise Drive
Harrisburg, PA 17112

Dear Mr. Levan:

This is in reply to your letter to President Carter asking about his plans
for nuclear plants, gasoline, and coal. 1 am sorry for the delay in
replying but we have been very busy with the aftermath of the Three Mile
Island accident.

Enclosed is a message to Congress from the President on May 7, 1979,
transmitting his Second National Energy Plan. The section of the plan
entitled “"Overview" is also enclosed. That contains discussions of
conservation, oil, natural gas, coal, nuclear, and renewable energy
sources on pages 21 through 27, which should be of interest to you.

Sincerely,

wy/re

Harold R. Denton, Director
Office of Nuclear Reactor Regulation

Enclosure:
As stated
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SECOND NATIONAL ENERGY PLAN
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To the Congress of the United States:

I sm pleased to transmit to the Congress the second National
Energy lﬁtn, as required by Section 801 of the Deypur ent of Energy
Organization Act (Public Law 95-91).

‘The First National Energy Plan. which I sent to the « wmgress Lwo
vears age. was the first comprehensive effort to dea! w.'" the broad
teone of the Nation's energy problems. The resulting Natic.al Energy
Act. passed last autumn. acted on a number of my proposals, and will
have an important and lasting role in prepanng for the Nation's
energv future. . .

But much remains to be done. And we must now deal jointly with
a number of issues which have matured since April 1977.

As I said in my April 5th energy messait, our Nation's energy
robleme are real. They are serious. And they are getting worse.
“very American will have to hel}P solve those problems. But it is up

to uc -the Congress and the Executive Branch—to provide the
leadership.

We must now build on the foundation of the National Energy
Act. In my April 5th energy address, I Jaid out a program for action
in five areas.

First. in accordance with the Energy Policy and Conservation Act
6£-1975. T have announced a program to phase out controls on do-
mestic crude oil prices by September 30. 1981. Oil should be priced
at it true replacement value if we are to stop subsidizing imports,
increase U.S. oil production, reduce demand. and encourage the
development and use of new energy sources.

Second. the incressed revenues from decontrol must not unduly or
unjustly enrich oil producers at the expense of consumers. For this
reason, 1 have propesed a tax on the windfall profits due to decontrol.
Proceeds from the tax would be used to estabfi’sh an Energy Security
Trust Fund, which would be available, in part, to assist those low-
income Americans who can least afford higher energy prices.

Third, we must provide additional emphasis on conservation and on
the development of new domestic energy sonrces and technologies. The
Encrgy Security Trust Fund will also provide funds for energy saving
mass transit and for tax incentives and accelerated research and dem-
onstration of new energy technologies.

(I
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Fourth, we must find ways to expeditiously develop and use our
energy resources, while protecting and enhancing the quality of the
environment. The length and complexity of mang Federal, State, and
Jocal permitting procedures, however, nas create needless complexity
and increased time and cost, without improving the protection to the
public or the environment. We must remove the needless red tape
which is tying up many needed energy projects. I have signed an
Esecutive Order to expedite Federal decisionmaking for certain
energy projects, which are deemed to be in the national interest.

Fifth, we must provide international leadership to deal with the
crisis before us today. The members of the International Energy
Agency have joined in & common commitment to reduce energy con-
sumption in response to current shortages. The United States has

rovided 'eadership in gaining this commitment. T will assure the

“nited States does 1ts part to meet that comitment.

The energy program I announced on April 5th put. the country
in a strong position to achieve these goals, The Plan I am forwarding
today shows how these programs relate to our overall energy problem,
and to the other policies and programs which we must carry ?orward.

This National nerFy Plan explicitly recognizes the uncertainties—
geologic, technological, economic, political, and environmental-—which
confront us. It presents a strategv for dealing forthrightly with the
uncertainties, with the threats and promises of our energy future.

The analysis in the Plan shows the need to move aggressively to
meet the grave energy challenges to our Nation's vitality. My April 5th
proposals confront those challenges squarely. Together with the Ne-
tional Enerﬁy Plan, we are providing a firm foundation for dealing
with these challenges today and for decades to come.

/————
’G/”f? Y e T
Jiyvyey CARTER.

Tue Wurre Hovse, May 7, 1975,
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OVERVIEW

-

The oil embargo of 1973/74 signaled a fundamental change in the ability
of the industrisiized pations to chart their own economic destinies and
to guarantee the economic security of their citizens. Only major wars
and recessions have directly affected so many people in the world's
oil-consuming nations. In the U.5., the oil embargo led to nationwide
shortages of petroleum, & $60 billion drop in CNF, more rapid inflation,
and large balance-of-payments deficits that continue t¢ plague the

economy today.

In the winter of 1976/77, the U.S. faced another energy emergency--a
natural gas shortage caused by abnormally cold weather, Factories
across the country closed, leaving workers tesporarily out of jobs
and dramatically reducing output.

In the wvinter and spring of 1978, & nationwide coal) strike idled
thousands of workers, threstened willions of other jobs, and raised
the prospect of not having enough energy to heat and light homes.

In the winter of 1978-1575%, Lie U.5. and the world suffered yet another
blow--a substantial reduction in crude oil supplies with the almost
cozplete elizination of Iranmisn production., The oil consuming countries
bave had to borrov against current stocks, cutting into their capacity
to build up supplies sgeinst next winter's cold.

In the near future, the U.S., will suffer serious shortages of unleaded
gasoline unless 1ts refineries are expanded and upgraded. Investments
in nev refinery capacity have been discouraged in the past by regula-
ticns thet did not allow for adequate financial returns.

These past and prospective energy setbacks are only sysptoms of the
broader energy probles the U.S. and the world now face:

The U.S. and other major world consumers can expect more disruptions in
©il supplies, at other places and at other times, as a result of eveuts
Such as wars and unrest abroad, politically inspired embargoes, strikes,
sabotage, and other emergencies. Over the long-term, the supply of oil
will be fundamentally limited by the capacities and production decisions
of those few countries in which world oil resources are concentrated.
Whero increases in production at current prices no longer can keep pace
with rising world oil desand, prices will rise sharply to bring markets
into balance. As world cil supplies tighten under fundamental long-tere
pPressures, the instability of the basic supply sources threatens even
more eronomic and politicel damage to the U.S. It will make even more
difficult the transition to the cowming era of scarcer, more expensive
energy supplies.
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THE NATURE OF THE SECURITY PROBLEM

e by the crisis of the moment, and tr
.he fundamental problems that crisis
retlects. 1t is also easy to r -interpret long-tere trends on the
basis of today’s headlines. Eveo szall swings in productios and
consumption cap create & glut orf ehirefall in world oil markets slmost
overnight. The public sense of urge cy .bout’ the energy probles ®a)
chauge. But the dangers posed to the nation 8 political and economic

security have now become clear and present.

It 1s all too easy to be distract
overresct or to lose sight of

These dangers have arisen froe Aserica’s rapic and massive shift
to consu=ption of foreige oil. 1In 1971, the U.S. imported 3.9 MMB/D,
and paid only $4 billion for that oil to forei,n procducers. In 197?.
the U.S. will likely import 8.5 to 9.0 MB/D and, with this year s
surge in prices arisiog fros the lracias shortages, pay ao import bill

of over $50 billion.

The origin of this sudden vulnerab{lity lies 1o the Azerican economy” §
historic dependence oo & flov of cheap energy. Evergy prices in the
U.S. fell ip real terms through most of this century. Falling energy
prices encouraged greater-—even profligate--use of dozestic oil anc gas
rescurces. Yet the country’s resources of il and gas were finite.
These powerful forces did not collide until late in the 1660s. Domestic
oil production peaked in 1970 and has declined since that time. U.S.
production of natural gas peaked 1in 1973. Yet the Naticn has clung te
policies and habits that try te restore the past, keep prices low and
continue wasteful patterns of use. Many have been slow to recognize
that the true cost of each new barrel of oil being consuzel is the cost
of imported oil brought inm to replace domestic supply.

In the past 5 years, the price of dependence on a few oil producer
countries has been & series of unplessant economic shocks. The first
OPEC price increase of 1973/74 quadrupled the cost of oil, helpeéd push
the U.S. into a recession, and reguired painful adjustments froe which
it has only lately recovered. 041 imports have directly raised the
cost of everything in the U.5. that uses oil or oil substitutes, and
thus have been a direct and indirect source of U.S. inflation. They
also have contributed to the large U.S. trade deficits in 1977 and 1978
which led to the recent derreciation of the dellar.

Finally, the rise in world o1l prices has affected every American’s
standard of living. The U.S. ecconomy has had to give up more and
more goods and services to pay for the same ascunt cof fcreign oil.
Azericans are simply not as veli off when the terms on which they buy
a vital commodity such as oil change so adversely.

2
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This dependence oo foreign oil has also ushered io a pev ers of politi~
cal instabilities. 1Im today’s world--with little varning--a revolution,
wvar, or political embargo in the Middle East can quickly and severely
disrupt American economic activity. The political and military security
of a fev producing countries sround the vorld has becose of major
significance for all oil-consuming countries. As the eveats io lras
have desonstrated, internal unrest 1o any major OPEC producer country
can cause sudden problems in world oil markets. Closure of the Persian
fulf could plummet the U.S. and the other {ndustrialized nations into &

wvorld-vide depression.

Over the ne * decade, the energy security problems facing the U.S.
could wvorsen. .. - underlying supply and demand pressures for major
vorld oil price increas:: in the 1980s are great. Any surplus produc~
tion capacity that {ndividual OPEC countries may have developed 1in
recent years will almost certainly vanish by the w1d-1980s, perhaps
sconer. Producer governments vith lisited ability to absorb huge
revenues have sStrong incentives to reduce output below gaxisuz tech-
pical limits and keep wvorld oil markets tight.

Unless there are major changes 1n forecasted energy production and
consusption trends or efforts by governments, world oil prices by 1950
could reach $30 per barrel. Adjusted for {nflation, this is up to §55
per barrel 1o 1990 prices. These increases are almost certain not to
occur in any smooth or predictable wav. Recent experience Suggests
that prices will rise in spurts as markets adjust, belatedly or pre-
maturely, deliberately or {nadvertently, to nev realities. This erratic
behavior is likely to sggravate the recessionary shocks and painful
adjustments to higher prices.

The greater the long-ters rise io world oil prices, the more they will
slow world economic growth, daspen nev investment, reduce eap loyment
and worsen inflation. Developing countries would suffer even greatei
direct harz than advanced tpdustrialized pations; with the growing
interdependence of the world ecooomy, however, vulnerability to energy
problems is & collective danger.

The U.S., and the |e~crnunu»ot the other consumer nations wvhich are
already linked ipo the International Energy Agency, are not poveriess
to influence the world energy situation, hovever. For their ovsn
security, they have no choice but to do so. They can limit the economic
damage from higher vorld oil prices, and limit world oil price
increases. Through policies that encourage conservation and use of
alternative fuels, consuming nations can geduce the demand pressures
that would lead to high vorld oil prices. They also can stizulate

3

1365 269



16

opme higher-cost EDETEY «technologies and resources,
Sovel " ..’“,'::“‘ :. the proper times to help limit further price
URees Sa8 N otial, as world oil prices rise, to ensure

. 1t will be esse
:;::“n:: higher-cost substitutes for oil are svailable quickly and in

the quaciities needed. -

PLAKKING FOR UNCERTAINTY

The U.S. casnot develop & satisfactory eneryy policy until it recog=
pizes the veed to plan for a wide renge of uncertsinties. Despite &
flead of energy forecasts and prognoses in recent vears, no one can
predic® with certaisty the Nation's energy future. But it is possible
to undevstand better the forces that will shape that future.

The first set of uncertainties concers supply. The vorld has vast eil
acd ges rescurces. The basic doubt ie vhether enough nev oil sources
can be discovered anéd produced at currest prices to meet eveo A low
grovth in world oil demand. More anc more of the wvorld’s oil has come
recently fros high-cost, hostile environments. Many geologists believe
that most of the world’s largest fielde have already been discovered,
and that future discoveries may be smaller ip size than ip the past.
As productios fros existing fields declines, successful discoveries
would have to occur at & rate never before experienced to prevent large
jumps in world oil prices.

Meanwhile, zome of the countries in which worléd oil resources are
concentrates are unlikely to produce at their maxisus technical limit.
They will seek to stretch out their oil supplies, and to seek the level
of revenues that best meets their own needs for internal political and
economic development. These supply factors could change, hovever.
Stepped-up exp.cration outside OFEC could lead to usexpectedly large
discoveries of new sil sources. Changing revenue needs of OPEC govern~
gents could lesd to tigher or lower output.

The second set of uncertainties concerns world energy desand. The
world’'s appetite frr cil o the opext two decades will depend ot eco-
nosic growth, which 1s very diffic.lt to predict. Conservation can
hold down energy dezand growth, out governsent policies, consumer
belavior and the energyv-efficienc: of new capital goods and bulldings
are notoriocusly hard to predict, and their effects are hard to estimate.
These factors will determine whether and how fast world oil dezand
resches the limits of LPEC and non-OPEC production capacity.
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Many other uncertainties also will affect future world oil price behav~
ior. Inese include technological change, the policies of consumer-
nation governsents in developing substitutes for oil, and the role that
communist governments will play in world oil markets as exporters,
wmporters or both.

In short, the timing and size of price increases are clouded with
uncertainty, However, under a broad variety of assumptions that span
the range of responsible opinien, it 1is slmost inevitable that demand
at current prices will exceed supplies ot those prices at some Llime
during the 1980s. It would be rash to ignore these uncertainties,
take comfort from the existence of optimistic forecasts, or use thes to
justify inactior. The U.S5. must plan for pessimistic and optimistic
futures, and anticipate the problems and benefits that can emerge 1in all
such futures.

Price 1s not the only measure of a "good" or “bad" energy future. Low
oil prices bring short-run economi¢ benefits, but lead to higher import
levels and greater lomg-run political insecurities and economic vulner-
ability to import disruptions.

High oil prices say lead to reduced import levels, although non-market
constraints on increased domestic supplies could emerge that would keep
imports high. The U.S. must develop policies that balance and protect
against the risks of higher prices, higher imports, or both.

TOWARD A U.S. ENERCY STRATECY

Since the first OPEC price increase of 1973/74, the U.S. energy situa~
tion has continued to deteriorate. While there has been increased
s~phasis on conservatien and demand growth has slowed, domestic produc=
tion of energy has remained statio.ary for almost a decade.

The Nation stands at the threshold of & sajor transition in its sources
of energy supply. Over the mnext two decades, the U.S. will meet 1its
future demand growth not only with oil and gas, but increasingly with
coal, nuclear power, renewables, and high-cost unconventional sources.
No longer can it easily turn to imported oil to fill the supply pap, as
it has in the past. Foreign oil will no longer be cheap and readily
available. Moreover, the political costs of dependence vill have
become even more apparent and uracceptable.

The challenges of the transition period are inherently formidable.
Development of new transitional supplies and the development of new

5
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sarkets for those supplies will take uﬁy years andé reguire encrEcus
investments over & long period of time. Yet the effort is criticel
and, apart from political security benefits, the potential cost savings
would be enormous. Acticns too Jong delayed could have disastrous
consequences.

To date, interminable conflict over the future of energy policy has
peen one of the most paralyzing uncertainties in the country's energy
future. Only with the President's energy wmessage of April 5 is Lhe
Katicn finally woving towards &n oil pricing policy that ends the
subsidy for foreige oil. Institutional barriers have piloched increased
energy production and new energy projects. Freguently, businesses have
hesitated to undertake new projects or raise their production because
of delays and uncertainties about government policies.

The energy policy debate bas been one of the wmost divisive in recent
vears. Energy policy touches every economic interest, every Eroup in
Aserican society. It leads into & complex tangle of sometimes competing
pstiocal gcals--market efficiency and greater production, equity among
income classes and regions, envirommenta! protection, pational securaty,
economic growth, and inflationary restraint. 1t will be difficult, and
sometimes impossible, to reconcile all these goals.

A energy strategv must build on the National Energy Act of 15768, It
pust develop & consensus oD issues that were not ireated in the NEA,
and on pew issues that have arisen since. It must define a more active
role for regional, State and local governments io sddressing the vast
array of energy problems that cannot be solved at the national level.
It must desonstrate & new creativity in reducing the welfare and eguity
impacts of higher energy prices. It must deterzine how to balance the
costs of short-run infletion wvith the benefits of long-run inflationary
restraint. There is no alternative but to confront the difficult
choices that lie ahead.

THE NATIONAL ENERCY STRATEGY

An energy strategy sust balance those measures that improve the Nation's
long=run security and those that better prepare it to deal with sudden
crises. 1t must recognize the different probless that can emerge in
three time-frames: the near term (from now to 1985), the mid ters

(from 1°°% te 2000) and the long-ters (2000 ané beyond).

The Nation cannot resolve all the energy issues facing 1t now or at any
one time. Every decision oust be sade carefully with recognition that
more knowledge will permit wiser choices later. The sain objectives of
the strategy, nevertheless, must be to offer constant policy guidance
for an uncertain future,
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The Near Term (1929-85)

Over the next few years, the United States and the rest of the world
vill be fortunate to escape & second radical increase in world oil
prices. Ine adjustmeni process would again be painful. Most of the
energy-producing and energy-using equipment that will be important
in that period is already in-place.

Even with the benefits of last year's National Energy Act, imports are
still unacceptably high, end without further action could be still

higher by 1985.

As an immediate objective, which will becowe even
more important in the tuture, the Nation must reduce
. ai ML il —

its dependence on foreign oil and 1ts vuinerability

Lo SuUpply anterroptions.

The challenge of the near terms is to ensure that investments 1in new
energy producing &Gd COLseming EQUImE it are made in the degree and
kind that reflect the new realities, and that existing stock and
equipsent sre used in the most effective way.

Movezent tovard the pricing of oil and gas at their true replace~
ment cost will prepare American consusers better for long-term price
increases and stimulate greater production and conservation now.
Removal of barriers to new production will eliminate excessive reguia-
tory delays that now paralyze the construction of nev refineries,
fFipelines, and other energy projects. Filling the Strategic Petroleun
Reserve (SPR), diversification of world oil supslies, and other actions
will cushion the economic ismpact of an interruption., All these measures
can set the stage for actions that will buy even greater energy security

in the mid-ters.

The Mid-Term (1985-2000)

During the mid-term, the U.S. and the rest of the world will begin to
shift froz reliance on cil and gas to new and higher-cost forms of
energy. Epergy consumption growth should be far slower than once
anticipated., Direct coal use, electricity and decentralized renewable
sources will incresse their share of the market. The uncertainties==

especially those surrounding world oil supply and price--are much
greater for the mid-term than for the near term. These uncertainties

will give the U.S. a major opportunity to influence more directly its
own energy future.

™
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In the mid- *T®, the Nation must seek to (1)
keep 1mports sufficiently low to protest U.S.
pecurity ang to extend the period before world

zant reaches the limits of production
capacity end (2) develop the capability to use
nev n.Mr-!nuJ T'ﬁctngz") technologies as
woric Oii prices rise. ’

Because of the uncertainties in the gid-ters outlook, the U.S. cannot
afford to pursue an infiexible set of prograss or actions. No one can
be certain how fast or how slowly wvorld oil prices will rise. The U.S.
wust press forwvard with those actions that are appropriate todav., It
should begin now to develop the capability to use nev technologies that
rely on domestic or non-OPEC resources, to be deployed if anéd only
if they becoze competitive with imported oil at higher prices. Intre=
duction of these advanced technologies also will reguire innovative
solutions io desigs and deployment to ensure compal ibility with environ=

wmental goals.

The Long Tere (2000 and bevond)

The U.S. faces two major transitions in energy markets between now and
the middle of the 21st centurys The first will oecur during the
gid-term when the U.S. wmoves from an energy sysies which has depended
on traditional o1l and gas sources (including izporte) to one relving
on unconventional supplies. These “trangitional™ energy supplies
include some renewable technclogies, enhanced 0il recovery, oil shale,
unconventional gas, and coal-derived products.

Since ever those supplies are depletadle, a second transition will
begin after the vear 2000. A set of "yltivate" technologies, including
all the renewable and advanced nuclear technologies, would begin to
displace traditional fueli and non-renewable conventional sources.

The Nation's long-term objective is to have
renewable and essentially inexhaustible sources
of energy to sustain a healthy economy.

Many promising technologies may prove excessively expensive. Environ-
mental and safety problems may render others infeasible. There is
alvays the danger that precature or overbearing Federal support for
any one group of technologies may forecliose more attractive options.
The current generation cannct and should not ispose its own judgments
and values on generations yet to come. The final choices sbout deploy~
ment of various technologies must be left to thes.
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A sustainable energy future cannot be achiéved overnight. The u.Ss.
cannot expect “crash" technological breskthroughs to solve its energy
problems. The technical ad.ances ehat ¢o occur are best encouraged by
diligent, aggressive research and development programs for the wioest
range of opticns.

AN ACEXDA FOR ACTION

The Federal government, State and local governments, and the private
sector all have important responsibilities to advance conservation and
specific fuel technologies 1in all three time periods. This section
describes Federal policies and programs.

Conservation

Conservation continues to cffer the greatest prospect of reducing
dependence oOn unstable imports, reducing energy COStS, and w®meeling
environmental goals. The objectives or the Administration's conservas
tion policies are two: to reduce the rate of growth in demand for
energy and to improve tne proguciiviiy of energy use--by increasing the
energy efficiency of existing and future capital stocks of buildings,
vehicies, hoses, and industrial operations while sustaining economic
growvth. The tools for achieving these objectives will be wainly the
igpact of higher energy prices, the conservation tax incentives in the
Energy Tax Act, and regulatory measures.

— ‘

o Conservation will be encouraged by policies tor replacement~
cost pricing, as e=hodied in the Natural GCas Policy Act, the
phased decootrol of crude oil prices, and the Public Utilities

fegulatory Policy Act.

o The residential and industrial conservation tax credits in the
Energy Tax Act will be an important gechanism to encourage
near-ters energy conservation.

© Epergy use in nev buildings and sppliances will be reduced
by using the regulatory suthorities in the Conservation Policy
Act and other legislation. Energy use in sutomobiles will be
regulated by fuel economy standards. The Adsinistration will
vork to resoive promptly the issues surrounding future use
of the diesel engine.
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Grants will continue to be provided.to lov income tamilies,
schools, and hespitals to improve Ahe energy efficiency of
residential and comsunity facilitaes.

The Administration vill seek and exploit opportunivies to
demonsirate conservation and increased efficiency an energy ube
and productivity at the institutional and cosmunity level.
Inccitutional barriers to grester conservation will be reduced
by intervening in utility rste proceedings and by acquainting
the public witn opportunities to conserve.

The Federal govern=ment will lesd the way in energy conserve~
tion, starting with ite own buildings, processes, snd Lranspors

tation.

The Department of Energy will support research and development
{RéD) to improve efficiency wvhere the benefits of new develop~
wents will not be captured by industry without government in®
volvement. Major RDAD targets include industrial operations,
buildings, and new automotive propulsion systems.

0i1

Financial incentives and the reduction of institutional barriers are the
major tools to raise ¢il production.

o Domestic production will be increased by rapidly phasing out
controls on cruse ©il and, until cosplete decontrel in 1581, by
ptoviding price incentives targeted for production from new
discoveries, K marpinal wells, and the use of enhanced oil recovery

-

.

techniques.

To prevent excessive revenues from flewing to producers in
the wake of decontrol, the President has reguested that the
Congress enact a windfall Profits Tax. Its proceeds would be
used to help low-income fazilies, to encourage mass transit, and
to create an Energy Security Fund.

Alaska and California production will be stimulated through
steps to accelerate transportation systems to bring oil wore
cheaply from the West Cosst to mid-Continent, Gulf, and East
Coast markets. Exports or swvaps of Alaskan oil are also under
consideration as & way to strengthen warkets for West Coast
production.

10
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0il Shale technology will be developed and tested on & com~
mercisl .cale through # production. tax credit financed by the

Windfall Profits Tax.

To provide security in the event ot & possibie disruption,
the Strategic Petroleum Reserve will be filled, ultimately to a
level of one billioo barrels.

Sources of production worldwide will be diversified. The
Administratios will support multilateral bank financing and
other incentives for expleration, development, and produc~
tion in less developed countries. The Administration will also
encourage accelerated development of improved technologies for
extraction of heavy oils and tar sands.

Natural Gas

The natural gas policy has two high priority elements--use of the
temporary domestic surplus to substitute for oil imports and incentives

to increase cooventional domesiic procuciaci.

Dosestic production will be encouraped by financial incen~
tives, including the higher prices stemzing from the recently
enacted Natural Gas Policy Act; through & more stable and pre-
dictable regulstory eaviromment] the deregulation of high-cost
ges, most notably that below 15 thousand fect; and, deregulation
on a predictsble basis.

Surplus gas and reasonably-priced supplemental sources of gas
wvill be used to displace foreign oil in existing industrial
and utility facilities capable of burnizg both oil and gas; ccal
will continue to be the preferred fuel for existing coal-capable
units and all new boiler faciliiies.

Supplemental sources of gas will be used in the order of their
cost-effectiveness and security. Under present circumstances,
the order of attractiveness is: Alaska production; pipeline gas
from Canada snd/or Mexico; short-haul ligquefied natural gas
(LNG); domestically produced synthetic gas, depeniing upon the
resolution of certain technical problems and cost; -—.d long-haul
LNG.

Financial incentives or R&D as appropriate will be used to
quicken the production of unconventional sources of gas, includ-
ing gas from tight sands, Devonian shale, geopressurized methane,
and coal bed methane. RAD programs will be directed at determin-
ing the size of the resource base, the cost of extraction, end
the possible environmental effects.

S,
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Coal

Cosl, the Nation's wost sbundant fossil energy resource, should be used
in place of oil end gas wvherever economically and environmentally
feasible. [Frograms that increase the use of coal as & substitute for
oi) will receive the highest praiority.

© Direct Use

~ The Powerplant and Industriasl Fuel Use Act (PIFUA) will be
used to require coal use in all newv electric utilities and
major industrial fuel bursing installations, end in existing
coal capable facilities;

-~ Research, development, and desonstration (RD&D) programs
vill be used to deveiop environsental control technologies and
environmentally acceptable means of direct coal use to
enhance the overall warket for coal and to increase the
regulatory options avaiiable under the FLFUA.

© Coal Liguefaction

-~ RD&D for direct coal liguefaction processes will be used to
develop the capability by the 199Us for commercial depioyment
of plants producing the most economic synthetic liguad fuel.

-~ Indirect coal liquefaction processes based on existing
- technology will be exazined to determine wvhether they offer
sdditional economic or envircnmental benefits.

© Coal Casification

- e e =

-~ The Administration supports favorable rate treatment and i
loan guarantees for first-generation Lurgi technology.

~ The two second-generation gasification technoleogies now
being considered for demonstration will be deveioped and
analyzed further, leading to a decision in early FY 1580
whether to proceed with a demonstration plant.

~ Research and development on advanced technologies will be
cortinved. Funding levels will be based on whether the
processes appear to promise more economic and environmental
benefits than available technologies, and on whether this
supplemental source of gas 1s needed.
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© lsproved !llicicnez Coal Convoroion

= R&D on advanced coal conversion Systems such as magneto~
hydrodynamics (MHD), combined cycle, pressurized fluidized
bed, and fuel cells will sttempt to resoive key technical,
econosic, and environmental questions.

Nuclear

The Presidential Commission will provide a complete accounting of the
causes of the Three Mile lsland accident and its handling by utility,
State, and Federal officials. The Nation needs to develop safeguards
that wvill allow light water reactors to continue to weet an increasing
share of electrical energy needs.

© Light Water Reactor

=~ The Administration will work toward resolving nuclesr waste
Sanagement 1ssues, including both away-from-reactor storage
and permanent disposal, in accordance with thke recommendations
of the lntersgency Review Group.

= Nuclear siting and licensing legislation will be proposed
t0 streamiine procedures without in any way sacrificing the

safety of new power plants.

=~ GCeneric R&D will be undertaken to improve light wvater
reactor (LWR) operations, te improve the safety of LWRs, and
to improve their efificiency and thus extend the uranius

resources they utilize.

~ Reliable and economic uranium enrichment services for
domestic and foreign users will be essured by:

© Operating and expanding the existing gaseous diffusion
plant capacity.

© Commercializing |ia centrifuge technology by establiishing
& machine sanufacturing industry and building a commercial
centrifuge enrichment plant.

© Developing advanced isotope separation enrichzent tech-
nology.

13
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© Breeder Reactor

-~ R&D on breeder reactors will continue 80 that
development can be initisted, if jutﬂ'u‘ by future =a
conditions and pon-proliferation policies.

commercial
rhet

« PBreeder rescior demonstration will be deferred pending ;M
results of the International Nuclear Fuel Cycle Evaluation

and interagency review.
o Fusion

- Research oo the magnetic and inertial confinement concepls
«ill continue with the objective of demonstrating scientific

feasibility in the wid-1980s.

- The progras for development of fusion energy wvill be gov-
erned by a strugture of sequential decision points to select
candidate tecnnologies and to initiate construction of large
facilities. 1f all goes well, the first commercial use of
fusion will occeur in about the yesr 2020.

Renewable Energy Sources

The Natiocn's capacity to use renewable cesources should be enhanced.

The maturity of these technologies varies greatly, scme are economit
now, others are in the sarly stages of R&D. Federal support wust be
tailored to each stage of development.

¢ Solar Energy

- tax credits ané other financial incentives will be used
where necessary to accelerate market penetratior of solar
technologies that are economic OF nearly econosic Dov (solar
hot water heating, certain industrial process heat asystems,
passive solar systems, direct wood burning, and lov head
hydro).

- RD4D and/or product support will sdvance those technologies
that have pignificent market potential and that replace oil
and gas, but which are not yet competitive in the masse
warket f(certsan solar industrial process heat systems,
sctive solar space heating, conversion of biomass to ligquid
and gaseous fuels, and vind cynno).

14
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= R&D and limited product support will develop those technot -
gies with significant long-term potential, but which are far
froz economic application (solar cooling, photovoltaics,
solar thermal, and ocean thermal energy conversion (OTEC)).

=~ The Administration will continue to study the possible
applications of technologies with highly uncertaio potential
(solar power satellites, photo-chemical conversion).

¢ Ceothermal

= Tax incentives and loan guarantees are the primary tools
to encourage the use of hydrothermal resources. RD&D will be
used where the technology has not been demonstrated.

= Research and development will be used to develop the tech-
nology to use hot dry rock geothermal resources.

= The Adeinistration will encourage the development of geo-

pressurized energy primarily as sources of methane and secon-
darily as sources of heat from hot water.

Cross-Cutting Policies

In addition to these programs designed to ameliorate the Nation's
fundamental energy proble=s in future years, it is necessary to con-
front today's crises. The ways in which the Federal government deals
vith energy prublems must be streamlined. And energy policy must treat
il citizens fairly.

© Dealing with the Current Crisis

With conservation and other measures, the United States will
meet its commitment, reached jointly with other member nations
of the Internaticnal Energy Agency, to cut energy consumption
by 5 percent by the latter part of 1979,

© Esergency Preparedness

The Department of Energy, in cooperation with state and local
§overnments, will continue to deveiop and refine planning and
®anagesent capabiiities to deal with emergency shortages of

supply.
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© Management of Energy Processes

-

= The Administration will seek to clarify and simplity pro-
cesses &l grocedures for siting and licensing new energy
facilities, without sacrificing the opportunity e carefully
balance conflicting policy objectives.

= The Administration will work closely with States and local
governments o ensure that they participate fully and effec~
tively 1o developing #ad izplesenting the Nation's energy
policies. The Administration has proposed the Energy
Managezent Partnership Act to provide funds to accomplish
this objective.

THE SICNIFICANCE GF REP-11

The actions alresdy undertaken, and those currently proposed, will
place the Nation's energy policy on & sound and long-lasting footang.
Povezent toward renlacement cOSt pricing for crude oil, coupled with
last year's sction on natural gas pricing, will build a conherent
economic framework for wmaking Emore rational decisions about energy
production and coztu:plxun—-;nd thus about the Nation's energy future.
These actions are coupled with 8 variety of measures, such as the
windfall Frofits Tax, designed tc assure equity for consumers.

By beginning to remove the roadblocks to timely and equitable decision~
making On ENergy projects, the Nhation can increase production of 1ts
domestic resources. by spuififa the development of new technologies,
the U.S. will lay the groundwork for their future use a8 world oil
prices rise.

fhe decade of the 1960s, and the early 1970s, sav igports climd
steadily, both in absclute terms and, more dangerously, as @ percentage
of total consumption. With each passing Yyear, the Nation became wore
dependent on oil imports, and thus more vulnerable.

The National Energy Act, end the asctions ané proposals recently an~
nounced by the President, will arrest those trends. By 1985, the
measures in the National Energy Act vill reduce imports 2.5 to 3.0
million barrels per day below what they would have been without those
actions. Ihe additional steps proposed this year will save over one
million barrels per cay. As 8 result, oil imports are expected to drop
as a percentage of total energy consumption by 1985, Although isports
will still be comparable to current levels, U.S. vulnerability will be
reduced substantially by the availability of the strategic petrcleum
reserve.

16
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v,

v years, crises that resullted

After the series of crises over the last fe
now clear that it is impossi~

in shortages of oil, gas, and coal, it 18
ble to lay cut, in one document , all the policiee that ultimately may
prove necessary for the Nation's long-term future. Instead, NEP-I11
+% the best information sviilable at the present

provides the Congress vith
tize with which to =.<e future decisions, tO deal with future cevelop~

ments, and to capitalize on future technological sdvances.

17
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