2

-
-

ENCLOSUR

-

WL\ 080620

D0tk Congress, lst Besslon - - - - - -« -« -« House Document No. 98121

SECOND NATIONAL ENERGY PLAN

MESSAGE

THE PRESIDENT OF THE UNITED STATES

TRANSBMITTING

THE BECOND NATIONAL ENERGY PLAN, PURSUANT TO SBECTION 801
OF THE DEPANTMENT OF ENERGY ORGANIZATION ACT

May 7, 1079 —Messuge and accompanylng papers referred to the
Commitiee of the Whole louse on the State of the Unlon
and ordered tu Ye printed

U.S. GOVERNMENT PRINTING OFFICE
48 004 O WASHINGTON : 1970




To the Congress of the United States:

I am pleased to transmit to the Congress the second National
Energy Plun, as required by Section 801 of the Departinent of Encrgy
Organization Act (Public Law 95-91)

The First Nationa) Energy Plan, which T sent to the Con two
years ago, was the first comprehensive effort to deal with broad
scope oﬂ’lw Nation's energy problems. The resulting National l:‘.ncrg(
Act, passed last sutumn, acted on 8 “umber of my proposals, and will
have an important and lusting role in preparing for the Nation's
energy future.

But much remains to be done. And we must now deal jointly with
a number of issues which have matured since April 1077

As I said in my April 5th energy n e, our Nation's energy
Erul»lenu are real. They are serious. And they are gelling worse.

very American will have to help solve those problems. But it is up
to us—the Congress and the Executive Branch—to provide the
leadership.

We must now build on the foundation of the Nutionsl Energy
Act. Tn my April 5th energy address, I laid out & program for action
in five areas.

First, in accordance with the Energy Policy and Conservation Act
of 1975, I have announced a pro%r:m to phase out controls on
mestic crude oil prices by September 80, 1081. Oil should be priced
at its true replacement value if we are to uﬂ» subsidizing imports,
increase U.S. oil production, reduce demand, and encoursge the
development and use of new energy sources.

Second, the increased revenues from decontrol must not unduly or
unjustly enrich oil producers at the expense of consumers. For this
reason, I have proposed a tax on the windfall profits due to decontrol.
Proceeds from that tax would be used to establish 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 empfusis on conservation and on
the development of new domestic energy sources and technologies. The
Energy Security Trust Fund will also provide funds for energy saving
mass transit and for tax incentives and nccelerated research and dem-
onstration of new energy technologics.
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Fourth, we wust find ways to expeditiously develop and use our
encrgy resowrces, while protecting and enhancing the quality of the
environment. The length and complexity of many Federal, State, and
Jocal permitting procedures, however, has ¢ 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 muny needed energy projects. 1 have signed an
Executive ()cﬁer to expedite Federul decisionmaking for certain
energy projects, which are deemed to be in the national interest.

Fifth, we must provide internationsl 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 zesponse to current shortages. The United States has

wovided lendership in guining this comwitment. T will assure the
hnual States does is part to meet that commitinent.

The energy program 1 announced on April 5th puts the country
in a strong position to achieve these goals. ‘The Plan 1 am forwarding
today shows how these programs relate to our overall energy Fmblem.
and to the other policies and programs which we must carry forward.

This National l)uer Plun explicitly recognizes the uncertaintios—
geologic, technological, economic, political, and environmental —which
confront us. It presents a strategy for dealing forthrightly with the
uncertainties, with the threats and promises of our energy future.

The analysis in the Plan shows the ne«d to move ressively to
meet the grave mrgmolhn to our Nation's vitality. My A pril 5th
rm;mh confront those challenges squarely. Together with the Na-

onal Eaetﬂ Plan, we are providing a firm foundation for dealing
Henges today and for decades to come.

= ZA

Jiamy Cavren.

with these ¢

Tue Wwrre Houvse, May 7, 1979.
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OVERVIEW

The oil embargo of 1973/74 signaled o fundamecntal chenge in the ability
of the industrialized nativne to chart their own cconomic destinies and
to guarantee the econumic security of their citizens. Oaly major vais
4nd recessions have directly alffected so sany people 1n the world'e
.“'cun.-ll‘ nations. In the U.S., the oil embargo led to naticevide
Shortages of petrolews, o 360 billion drop in GNP, mcre tapid inflation,
ond  large balence-of-payments deficite thet coatinue to plague the
tconomy today.

In the winter of 1976/77, the U.5. faced snother energy emergency--a
Satural gas shortage caused by asboormally cold weather. Factories
8cross the country closed, leaving workers temporarily out of jobs
4nd dramatically reducing output.

In the vinter and epring of 1978, & natiocavide coal strike idled
thousands of workers, threstened wmillions of other jobe, and raised
the prospect of not haviag enocugh energy to heat and light homes.

In the viater of i978-1979, the U.5. snd the world suffered yet another
blov--a substential reduction in crude oil supplies with the alsost
Complete climination of Iranisn production. The oil consuming countries
have had to borrow againet current etocks, cutting iato their capacity
to bulld up supplies sgainet next winter's cold.

Ia the aear future, the U.5. will suffer serious shortages of unleaded
’oulln uvaless its cefinecies ate expanded ane upgraled. lavestments
& row colinecy capacity have been discouraged in the past by regula-
thors that did not allow for adequate financial returans.

Thes ' past and prospective energy setbacks are ounly symptome of the
broscir energy problem the U.8. snd the world now face:

The U 0. snd other major world consumers cam expect more disrupt ions ia
oll suoplies, at other places and at other times, as @ result of events
Such as vare end unrest abroad, politically lnspired embargoes, strikes,
sebotage, end other emergencies. Over the long-term,, the supply of oil
will be fundementally limited by the cepacities and production decisions
of thoee few couniries in which world oil resources are concentrated.
Whien incresses in production st current prices no longer can keep pace
vith rising world oil demand, prices will rise sharply to bring mackets
(ato balance. As world oil supplies tighten under fundemental long-term
Pressures, the inetability of the basic supply sources threatens even
®ore economic and politicel damage to the U.5. It will meke even sore

dilflcult the transition to the coming era of scarcer, more expensive
enargy supplies.

.y .
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THE MATURE OF TuE SELURITY FRuBln

It 1o all too easy to be distracted by the crisie of the moment, and Lo
ovetreact or te lose sight of the fusdemental problems that crisie
reflecta. It 19 sleo easy to ve-lnterpret long-ters trends on the
basie of todeay's headlioes. Even small swings 1n production and
comsumption cean creste o glut or shortfall ta world otl markets almost
overuight. The public sense of urgency sbout the energy problem may
thange. But the dangers posed to the natlon’s political snd economic
security have now become clear snd present.

These dangers have srisen from America’s rapid and mansive shift
to conswmption of forelgn otl. la 1971, the U.5. fwported 3.9 MNB/D,
snd peld only $4 oillion for that oll to forelgn producers. Ia 1979,
the 1.5, will likely fmport 0.5 to 9.0 WG/D and, with this year's
surge 1n prices srising from the lrenian shortages, pay s ilmport biil
of over $50 billtoa.

The origin of this sudden vuloerability lies 1a the Aserican economy’s
historic dependence on & flow of chesp energy. Eoergy prices in the
U.S. fell ta resl terme through most of this century. Falling enecrgy
prices encoucaged grester--even profligate-~use of domestic oll and gas
tesources. Yeat the country’s rvescurces of ofl and gas wvere flaite.
These poveriul forces d1d not collide until late in the 1960e. Domestic
oll production peaked 1o 1970 sad hes decliined since thet time. U.S.
productlon of naturel ges peshed in 1973, Yer the Wation has clung to
policies snd hebite thet try to rewtore the past, keep prices low and
continue wastelul patterns of use. Many have been slovw to recognize
that the true cost of each uew barrel of ¢clil belng consumed 18 the cost
of teported ol brought In to replace dosestic supply.

In the past 3 yeors, the price of dependence on a lew oll producer
countries has been & werieos of woplesssnt ecoscmic shocks. The first
OPEC price lncrease of 1973/74 quadrupled the cost of oll, helped push
the 1.5, Into & vecession, sod tequired paianful sdjusteents from which
it hes only letely recovered. Ofl taports have directly raleed the
cost of everything in the U.S. that uses o1l or ofl substitutes, and
thus bave been s direct and indirect source of U.S. inflation. They
alec have contributed to the large U.S. trade deficite in 1977 and 1978
which lad to the recent depreclstion of the dollar.

Yinally, the rise in world ofl prices hes affected every Americean’s
standerd of living., Tie U.S. economy hes had to give up more and
wote goods and services to pay for the same asmount of forelgan oll.
Americens ate slmply not as well off when the terms on which they buy
s vital commudity such as oll change s0 adversely.
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Ihie dependence on foreign ofl hav alec uehered In & new era of poliit-
<ol Inatabilities. In toley's wrld-—with little varning--a tevolution,
wer, or politicel esbergo in the Middle East cen quickly and severely
dlerupt American ecorualc sctivity. The politiceal snd military securiny
of & few producliag countries around the world has become of =ajor
significance for all oll-consuming countries. As the evente In lrae
Mave demonstrated, internel unrest fa eny ®major OPEC producer cowntry
€o8 couse sudden problema tn world oll markete. Closure of the Perstan

Culf could plummet the U.S. and the other Industrialized nations into a
vorld-wide depression.

Over the next decade, the energy eecurity problems faciug the U.S.
could voreen. The underlylng supply eod demand pressures for major
world oll price tacreases in the 19808 are great. Any surplue produc-
tlon capacity that individual OPEC countries way have developed in
fecent years will slmost certafnly veotsh by the wid-1980s, pechaps
sooner. FProducer governmente with limited ability to sbsorb huge
feven 2 have strong lacentives to reduce output below mexieus tech-
slcal llmite and keep world ofl markets tight.

Unlese there are major changes ia forecasted energy producties and
consumption trends or efforte by governmests, world ofl prices by 1990
could resch $30 per barrel. Adjusted for faflation, this 1s wp to §3%
Per barcrel fa 1990 prices. These Incresses are almost certain mot to
octcur im aoy e th or predictable way. Recent sxperience suggests
thet prices will rise in Spurts as markets adjust, belatedly oc pre-
saturely, deliberately or foadvertently, to new realitics. This erratic

behavior te likely to aggrevaie the recessionary sho
k
edjustaents to higher prices. ’ e b yoinbel

The greater the long-term rise in world ofl prices, the wmore they will
eslow world economic growth, dampen new lavestment, reduce employmeat
end woreen inflatfon. Developing countries would suffer even greater
direct harm then edvanced fndustrielized nations; with the growiag
Interdepandence of the world economy , hovever, vulnersbilit, to eneryy
problems 1o & collective danger.

The U.8., sud the governments of the other consuser natfons which are
alveady linked 1o the Internstionsl Energy Agency,/ are not powerless
to tafluence the world energy sltuation, hovaevar. For thelr owa
Security, they have no cholce but to do so. They con llalt the econvalc
demage from higher world ofl prices, and limit world otl price
Incresscs. Through policies that encoursge conservation and use of
alternstive fuels, consuming natlons cen reduce the demand pressures
that would lead to high world otl prices. Thuy also can stisulste
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developmeat of wsew, higher-cost energy technologles sud resources,
which con be latrsduced ot the proper times to help limit further price
inciesnes. It will be essential, as world oll prices rise, to ensure
thet such higher-cost substitutes for ofl sre avallable quickly end iu
the quantities needed.

FLANNING FOR UNCERTAINTY

The U.S. cennot develop & satisfactory eoergy policy wntil 1t recog-
alees the need to plan for & wide rooge of uncertalotles. Lasplie »
flocd of energy forecests and prognoses In recent years, no one can
predict with certafnty the Nation's energy future. But It fe possible
to underetand better the forces that will shape that futurs.

The firet set of uncertainties concern supply. The world has vast oil
snd gas vesources. The basic doubt 1s whether enough new oll sources
can be discovered and produced ot current prices (o meet eves & low
growih 1o world oil demand. More snd sore of the world’s ofl has come
tecently from high-cosi, hostile envirooments. Many geologiste believe
that most of the world’s largest flelds have already been discovered,
and that future discoveries may be snsller in size then la the past.
As production from existing flelds declines, successful discoveries
would heve to occur ot & rate never bafore sxperienced to prevent large
Jumps in world oill prices.

Mesnwhile, some of the countries In which world oil resources are
concentrated sce unlikely to produce ot thelr maximum techoical limit.
They will seek to stretch out their oll supplies, and to seek the level
of vevenues that beet meets thelr own needs for internal politicel and
economic development. These supply factors could chasnge, however.
Stepped-up exploretion outelde OPEC could lead to unespectedly large
discoveries of nev oill sources. Changing revasue needs of OFEC govern-
wents could lesd to higher or lower output.

The second set of uncertalnties concerns world energy demand. The
vorld’e sppetite for ofl fa the next two decades will depend ou eco-
noslc growth, which 1s very difticuit to predict. Conservation cenm
hold down eanergy desand grovwth, but goverosent policles, consumar
behavior and the energy-efficlency of nev cepltal goods snd bulldings
are notorfously hard to predict, end thelr effecte are hard to estimate.
These factors will determine whether and how fast world ofl demand
teaches the limits of OFEC and non-OPEC production cepacity.
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Many other uncertsinties sloo will affect future wrld oil price behav-
tor. These 1ncliude technological change, the polictes of consumer-
Ration governmeats in developing substitutes for oil, end the role that

Communist governmente will play in woirld oil wmark
t
leaporters or both, B

In short, the timing end sive of price incresses are clouded with

uncertainty. Movever, under o broad veriety of sssumption

the raage of responsible opinion, 1t e ol.:u( invu::h .tl::.:-.:::
8t current prices will exceed supplies ot those Prices at some (ime
during the 1980s. It would be cash o ignore these uncertainties
take co.lpﬂ from the existence of optimistic forecastes, or use them u.
Juetify inection. The U.5. wust plen for pessimistic and optimiecic

futures, and anticipate the problems and benef
bt o iy » ite that can emerge in all

frice is not the only messure of & “good"™ or “bad" encrgy fulure. Low
::l :l‘::: bring short-rum economic besefits, but lesd ‘o higher import

vels grester long-vrun political insecurities and i -
sbility to import disruptions. P

High oil pri:n‘-oy lead to reduced import levels, although non-wacket
c_ouoluhu on increased domestic supplies could emerge that wuld keep
importe N.b._ The U.l.. must develop policies that balence and protect
Sgsinet the risks of higher prices, higher imports, or both.

TOWAKD A U.5. ENERGY STRATEGY

Since the firet OPEC price incresse of 1973/74

‘ s the U.5. ene i -
tion hes continued to deteriorate. Wile there has been '.l:c:o:::d
eaphasis on conservation snd demand Srovth has slowed, domestic produc-
tion of energy has remsined stationary for almost & decade.

The Nation stande at the threshold of ®sjor transition in ite sources
of energy supply. Over the nest twe decades, the U.5. will meet ite
future demand growth anot only with oil asod gas, but incressingly wvith
coal, auclesr power, rencwables, and high-cost unconvent ionsl sources.,
?o longer can it essily turn to impor.ed oil to il the supply gap, oo
it has in the past. Foreign oil will ne longer bk cheap and u.Ju,

svailable. Moreover, the pelitical
" conte of de
become even more spparent and unacceptable, e

The challenges of the traneition
period are inherently formidable.
Development of new transitional supplies snd the ‘onl:pqn .ol ::u
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warhetns for those supplies will tabhe many years and requite esnorsous
investaents over & long period of dime. Yot the elfost ds criticel
ond, epart from politicel security benefite, the potential cost ssvings
wuld be encimous. Actions too long delayed could have disastrous
Consequences.

To dete, interminable conflict over the future of energy policy has
been one of the most perealysing uncertaioties in the country's energy
future. Unly with the President's energy wessage of April 5 is the
Mation finelly moving towards en oil pricing policy that ends ths
eubeidy tor foreign oil. lastitutional berviers have blocked incresses
energy production and new energy projects. FPrequently, busincsses have
hesitated to undertabe new projects or raise their production because
of delays and uncertainties sbout government policies.

The energy policy debatc has been one of the most divisive in receut
years. Energy policy touches every economic interest, every group in
Asericena society., It leads into & complex tangle oL sometimes compeling
national gosle--marhet efficiency and grester production, cquity among
income classes and regions, envirommental proteciion, national security,
econvmic growth, end inflationary restraint., It wiil be difficult, end
sonetines impossible, to reconcile all these goales.

An energy otrstegy msuet build on the National Energy Act of 1978, It
must develop & consensus on issues that were not tresated in the MEA,
and on sew issues that have srisen since. It wust define & more active
role for regional, Stote and local governments in addressing the vast
array of energy problemws that cennct be solved st the nstional level.
It wust demonstrate o new crestivity in reducing the welfare and equity
impacts of higher energy prices. It must determine how to balance the
costs of short-run inflation with the benefite of long-cua inflationery
testraint, There is no sltecrnstive but to confront the difficult
chotces thet lie shead.

THE NATIONAL ENERCY STRATEGCY

An encrgy otrategy must balance those messures that lmprove the Nation's
long-run security end those that better prepare it to desl with sudden
crives. It wusl recognize the different problems that cen emerge in
thice time-frames: the near term (from sow to 1983), the wid term
[fcom 1983 to 2000) and the long-term (2000 snd beyond).

The Mation cennot vesolve all the enecgy iosves facing it now or at sny
one time. Every decision muet be made carefully with recognition that
wore hoowledge will permit wiser cholces later. The main objectives of
the strategy, nevertheless, must be (o offer constant policy guidance
for en uucertain future.

iY

The Near Term (1979-85%)

Over the next few years, the United States snd the rest of the woild
will be fortunete to escape & second redical increase in woeld oil
Prices. The adjustment process would egain be poraful. Most of the
Sncrgy-producing end energy-vsing equipment that wili be mportant
in that period ie already in-place.

Even with the benefits of lcst year's Wationsl Energy Act, imporis sre
still wuascceptubly high, eod without further ection could be still
higher by 1985,

As ou'incluu objective, which will become even
more important in the !utuu, the Wation must reduce
its dependence on foreign oil and its vulnerability
to supply interruptions.

The challenge of the near term is o ensure that investments in new
energy produciug end consuming equipment are made in the degree and
kind thet reflect the new realities, and that existiog stock and
equipment are used in the most effective way.

Hovemeat toward the priciog of oil and gas ot their true replace-
ment coat will prepare Americen consume:s better for long-term price
increases snd stimulate grester production and conservetion now .
Removal of barviers to mew production will eliminste excessive regula-
tory _‘clan that now paralyse the conatruction of new relinevies,
pipelines, and other energy projecte. Filling the Strategic Petrolewm
Reserve (SPR), diversification o) werld oil supplies, and other activas
vill cushion the economic impact of an interruption. All these measures

can setl the stage for actions that will buy even greater encrgy security
in the mid-term.

The Mid-Term (1985-2000)

During the mid-term, the U.5. and the rest of the vorld will begin teo
shift from relisnce on oil and gas to new and higher-cost forms of
energy. Energy consumption growth should be far elover than once
anticipsted. Direct coal use, electricity and decentralized renevable
sources will incresse their share of the market, The uncertainties--
especially those surrounding world oil supply end price--are much
grester for the mid-term than for the nesr term. These uncertainties

will give the U.6. & major opportunity to influence wore divectly ite
own esergy futwre.
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Grante will continue Lo be provided to low income flomilies,
schoole, end hospitales 1o leprove the enecrgy elliciency of
tesidential ond comsunity facilities.

The Administration will seeh and exploit opportumities to
demonstrate conservation snd inciessed efficiency in enargy wee
end productivity at the isstitutional end comsunity level.
lostitutional barriers to grester conservation will be reduced
by intervening in utility rete proceedings end by acquainting
the public with opportunities to conserve.

The PFederal governmeat will lead the way in energy conserva-
tion, sterting with ite own buildiage, processes, and transpor-
tation,

The Departoent of Energy will support rescsrch snd development
(RD) to improve efficiency where the benefite of new develop-
wents will not be captured by industry without government in-
volvement . Major WDED cargets include industrial operations,
buildings, eand newv sutomotive propulsion systems.

Finsucial incentives and the reduction of institutional barriers are the
®ajor tools to retee 01l production.

Domestic productioa will be iucressed by rapidly phasing out
controles oo crude oil and, uatil complete decontrol im 1981, by
providing price incentives targeted for production from anew
discoveries, marginal wells, and the use of enhanced oil Tecovery
techaiques.

To prevent excessive revenues from floving to producers in
the wake of decontrol, the President has requested that the
Congeens enact o Windfall Profite Tax. Ite proceeds would be
used to help low-income lamilies, 1o encoursge mass transit, and
to create an Encrgy Security Fuand.

Alssks s0d Calitornie production will be stimulated through
Steps Lo accelerate transportstion systems (o bring oil more
cheaply from the West Cosst to mid-Continent, Gulf, and East
Const markets. Exports or evaps of Alesken oil are also under
consideration as & way Lo strengthen markets for West Coast
production.

oy

Oil Shale techuology will be developed and tested on & com-
mercial ecale through & production tes credit finsaced by the
Windfall Profite Tas.

To provide security im the eveat of & possible disruption,
the Stratcgic Petrolewm Reserve will be filled, witimstely to o
level of one billlon barcels.

Sources of production worldwide will be diversified. The
Administration will support sultilateral bank finsncing and
other lncentives for sxplocation, development, sod produc-
tion s less developed countries. The Administration will aleo
cacourage accelerated developmest of improved technoclogies for
extraction of heavy oile snd ter sends.

Natural Cas

The natural gas policy hes two high priority elemente--use of the
temporary domertic surplus to substitute for oil lmporte snd incentives
to increase couventiona®l domestic production.

© Domestic production will be encouraged by finsncial inces-

tives, including the higher prices stemmiog from the recently
enacted Natursl Gas Policy Act; through & more stable and pre-
dictable regulatory eaviromment; the deregulation of high-cost

848, wost aotably thet below I3 thousand feet; and, deregulstion
on & predictable basis.

Surplus gas end reasonably-priced supplimental sources of gas
will be ueed to displace foraign oil im exfeting industrint
sad utility facilities capable of burning both oil and fus; cosl

will continue to be the preferred fuel for existing cosl-capable
unite and all aew boiler facilities.

Supplemental sources of gee will be ueed in the order of thei
cost-effectiveness snd security. Under present circumstenced,
the order of attractiveness is: Alssha production; pipeline gas
from Canada snd/or Mexico; short-haul liquefied natural goo
(LNG); domestically produced synthetic gas, depending upon the

resolution of certain techaical problems and cost; end loag-haul
LNG.

Finsncial facentives or BAD ae appropriste will be used teo
’ulch- the production of uacoaventional sources of goe, includ-
og goe from tight sands, Devonisn ehale, geopressurized methane,
sud coal bed methane. RAD programe will be &) -scted at determin-

ing the sise of the resource base, the cost 7 extraction, end
the possible eavironmental effects.
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Cosl, the Nation's most sbundant fossil enmergy tesource, should be used
in o‘:.-'.'- @ 24l and gas vherever econcmically and covironmentally
feasivnie. rrograms that incresse the vee of coal a8 » substitute for
o1l will seceive the highest priority.

© Digect Use

= The Powerm n @ @ F Ch.rial Fuel Use Act (PIFUA) will be
used 10 vequire cosl use in all new electric wtilities and
wejor industriel fuel busning jastallations, and ie existing
coal capable facilities;

= MResearch, development, and demonstration (RDAD) programe
will be used o develop environmental coutrol technologies and
eovironmentally acceptable wmeans of direct coal use 1o
eohsnce the overall warket for coal snd to incresse the
regulatory options avaeilable under the PIFUA.

e Coal L faction

=~ WDAD for direct coal liquefection processes will be used to
develop the capability by the 1990s for commercial deployment
of plants producing the most economic syathetic liquid fuel.

= UIndirect coal liquefacticn processes based on existing
technology will be cxemined to determine whelher they offer
additional econcmic or environmental benefite.

© Cosl Casification

= The Adatnistration suppocts favoreble rate trestment and
losn guerantees for firet-generation Lurgi technology.

= The tvo second-generation gasification technologies now
being considered for demonstration will be developed and
anslyzed furtier, leading to & decision in early FY 1960
whether to proceed with o demonstration plent.

=~ Hesearch and development on advanced technologies will be
continued. Funding levels will be based on whether the
processes appesr (o promise more economic and environmental
benefits than availabie techaologies, snd oa whether this
supplemental source of gas le needed.
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© laproved Efliciency Coal Conversion

R0 on “youn‘ coal conversion systems such as sagneto-
Ayde dynsmice (MMD), combined cycle, pressurized fluidized
bed, and fuel celle will sltempt to resolve key techaical,
economic, and environmental questicns,

Ruclear

The Presidential Commission will provide & complete sccounting of the
Couses of the Three Nile loland sccident and ite handling by wtiliny,
State, and Federal officiale. Tae Nation needs to develop saleguards

thet will aliow light water reactors to contioue to i
t
*hare of electrical eonergy needs. T e—

© Light Weter Reactor

T The Administration will work toward resolving nuclesr waste
Sanagement luu'u. including both awey-from-resctor stovage
end permanent disposal, in sccordance with the recommendat tone
of the latersgency Review Group.

Nuclear ol'(lag ond licensing legislation will be Prog.aed
Lo stresmline procedures without ia any way sacrilicing the
sa.:ty of nev pover plants.

Ceneric RED will be undertaken to im
prove light wat
reactor (LWR) operations, to tmprove the safety cl.lulo. o:

Lo tmprove their efficiency and thus extend th
resources they utilise. . SEensem

Reliable and economic ursniue earichment servi
t
domestic snd foreign usere will be assured by: e

© Operating and expandi the isti i
e ng existing gaseous diffusion

© Commercializing gas centrifuge technology; by establ shing
¢ machine manufacturing industry and building & commercial
centrifuge enrichment glant.

© Developing asdvenced isotope scpacration enrichment tech-
nology.



¢ Breeder Meactor
———tml Tskctor

BAD on breeder resctors vill continue so that commercial
developaent can be faitioted, it Justified by future warket
conditions snd woa-proliferation policies.,

Breeder resctor descostcation will be
tesulte of (he loternstional Miclear
tad intersgency review.

delerved pending the
Fuel Cycle Evalustion

@ Fusion
b4 35

The program for development of fusion energy will be gov-
eraed by & structure of sequential decision pointe to select
cendidate technologies and to imitiete construction of large
facilities. 1t 411 8oes well, the firet comsarcial use of
fusion will occur in about the year 2020,

Renewable lou" Sources

The Nation's Copacity to use renevable Fesvurces should be enhanced.
The waturity of these technologies varies sveatly; some are economic

Ruv, others are in the eacly stages of D, Fedaral vt t
teilored to each Stage of development. i

® Solar Energy

© Tax credite and other finsncial jacentives vill be used
vhere fecessary to accelercte market penetratioa of solar

hot water heating, certain indusirial Process hest systeams,

passive solar Systeme, divect wond burning, and low head
hydeo),

= RDAD end/or product support will sdvance those technologies
that have significant ®arket potential and that replace oil
#nd gas, but which are B0t yet competitive in the mase
sarket (certain soler lodustrial pProcess heat fystems,
active solar Space hesating, conversion of biowass to liquid
4nd gaseous fuels, snd wind eysteas).

T MDD and limited product support will develop those techaod
Sies with significent long-term potential, but which are far
from econcaic spplication (solar cooling, photovoltaice,
solar thermal, and ocesn thermal energy comversios (OTEC)).

=~ The Administration will continue to estudy the 'oou‘bllc
spplications of technologies with highly uacecrtain potential
(sclar power satellites, photo-chemical coaversion).

© Ceothermal

Tax incentives and loan fusrantees are the primary tools
Lo encourage the use of hydrothermal resources. RDLD will be
used where the techaology has not been demonstrated,

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

~ The Adwministration will encourage the development of geo-
Pressurized energy primarily as sources of wethane and secon-
darily ae sources of heat from hot water.

Crown-Cutt ing Policies

In addition to these Progress designed to smeliorate the Nation's
fundement sl ¢onergy problems in future years, it is Recessary to com-
front todey's crises. The vays in which the Federal government deals

vith energy problems must be Streamlined. And energy policy sust trest
all citizens faicly.

© Dealing with the Curreat Crinia

With consecvation end other Beasures, the United States will
meel its commitment, resched Jointly with other member nations
of the Internationel Energy Agency, to cut energy consuwption
by 5 perceat by the latter pact of 1979,

o Emergency Preparedacss H

The Department of Energy, in cooperstion with state and local
Sovernments, will continue to develop and refine planning and
®enagement capebilitics to deal with emergency shortages of
supply.
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@ HMensgement of buergy Frocesses

= The AMuinistration will seek to clarify and simplify pro-
cesses and procedures for siting end liceasing new energy
facilities, without sscrificing the opportumity to carefully
balance contlicting policy objectives.

“ The Administretion will work closely with States sod local
foveraments to ensure thet they participete fully and elfec-
tivaly ia developing asad implementing the WNation's energy
policies, The Adainistraticn has proposed the Energy
Hansgement Partoership Act to provide fundse to sccomplish
thie objective.

THE SICNIFICANCE OF NEeP-11

The actions already undertaken, and those Currently proposed, will
plece the Nation's energy policy on a sound and long-lasting footing.
Hovement toward replacement cost pricing for crude oil, coupled with
last yesr's action on netural §4s pricing, will build & coherent
cconcmic framework for wmaking wore retional decisions about energy
production and consumption--and thus about the Netion's energy future.
These actions are coupled with a variety of messures, such as the
Windfall Profite Tax, designed to sosure equity for consumers.

By beginning to remove the roadblocks to timely and equitable decision-
waking on energy projects, the MNation can increase production of ite
domestic resources. Iy spurring the development of new technologien,

the U.B. will lay the groundvork for their future uee as world oil
prices rvise.

The decade of the 1960s, and the cacly 19708, sav imports cliamd
steadily, both in sbsolute tecms and, more dengerously, as « peccentage
of total consumption. With each passing year, the Nation beceme more
dependent on oil importe, snd thus more vuloerable.

The National Energy Act, end the actions and proposals recently an-
nounced by the President, wiil arcest thoss trends. By 1985, the
srcauies in the MNationsl Energy Act will reduce importe 2.5 to 1.0
willion barrels per day below what they would have been without those
sctions. The additionsl stepes proposed this year will save over one
williocn barrels per day. As @ sesult, oil imports are expected to deop
4% & percentage of total energy consumption by 1985. Although importe
will still be comparable to current levels, U.5. volnerability will be

feduced substantially by the svailability of the stretegic petroleum
teserva,

20

Alter the secies of crises over the last few yeore, crises ll,( l.l.ul(l‘
in shortages of oil, gas, snd cosl, it ie now ;lcu that it ‘o imposei-
Sle 1o lay out, in one document, all the policies thet witimstely may
prove necesssry for the Nation's loag-term future. Ilnstead, NEP-1I
provides the Congress with the best information avsilebie at the present
time with whicl to make future decisions, to deal with future develop-
®ente, and (o capitalize on future technological adrances.
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ENCLOSURE 3

DECEMSER 7, <973
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THE WHITE HOUSE

STATEMENT 'BY THE PRESIDENT ON THE KEMENY COMMISSION
REPORT ON THREZE MILE ISLAND

Room 450, Old Executive Office Building

(AT 2:45 P.M. EST)

THE PRESIDENT: The purpose of._this brief statment this
afternoon is to outline to you and to the public, both in this countzv
and in other nations of the world, my own assessment of the Kemeny
Report recommendations on the Three Mile Island accident and I would
like to add, of course, in the presontation some thoughts and actions

of my own.

I have reviewed the report of the Commission, whicu I
established to investigate the accidert at the Three Mile Island nuclear
power plant. The Commission, headed by Dr. John -EKemeny, found very
serious shortcomings in the way that both the Government and the utility

industry regulate and manage nuclear power.

that I am taking today will help to assure that
e operated safely. Safety, as it always has
been and will remain, is my top priority. As I have said before, in
this country nuclear power is an energy source of last resort. By this
I meant that as we reach our goals on conservation, on the direct use
of coal, on development of solar power and synthetic fuels, ana
enhanced production of American oil and natural gas, as we reach those
goals, then we can minimize our reliance on nuclear power.

The steps
nuclear power plants ar

Many of our foreign allies must place much greater reliance
than we do on nuclear power, because they do not have the vast natural
resources that give us sO many alternatives. We must get on with the
job of developing alternative energy resources and we must also pass,
in order to do this, the legislation that I have proposed to the Congres:

making an effort at every level of society to conserve energy. To
conserve energy and to develop energy resources in our country are the
two basic answers for which we are seeking. Butw cannot shut the
Goor on nuclear power for the United States.

The recent events in Iran have shown us the clear, stark
dancers that excassive dependence on imported oil holds for our nation.
we must make every effort to lead this country to energy security.
Every domestic energy source, including nuclear powér, is critical if
we are -0 be free as a country from our present over-depencence on
unstable and uncertain sources of high priced foreign oil.

e do not have the luxury of abanéoning nuclear power or
imposing a lengthy moratorium on its further use. A nuclear power
plant can displace 35,000 barrels of oil per day, or rouchly 13 million
barrels of oil per year. We must take every pessible step to increase
the safety of nuclear power production. I agree fully with the letter
and the spirit and he intent of the XKemeny Commission recorsendations,
some of which are within my own power to implement, others ¢! which
rely on the Nuclear Regulatory Commission, or the NRC, or tii2 utility

industry izself.

To get the Government's own house in order I will take
!hﬂﬂ)



saveral steps. ~first, I will send to the Congress a reorganization plan
to strengthen the role of the Chairman of the NRC, o clarify assignment
of authority and responsibility and provide this person with the power
to act on a daily basis as a chief executive officer, with authority to
put needed safety recuirements in place and to implement better
procedures. 7Tne Chairman must be able to select key personnel and to
act on behalf of the Commission during any emergency.

szcond, I intend to appoint a new Chairperson of the
Nuclear Regulazory Commission, someone from outside that agency, in the
spirit of the Kemeny Commission recommendation. In the meantime, I have
asked Commissioner Ahearne, now on the NRC, to serve as the Chairman.
Mr. Ahearne will stress safety and the prompt implementation of the

neeced reforms. -

in addition, I will establish an independent advisory
committee to help keep me and the public of the United States informed
of the progress of the NRC and the industry in achieving and in making
clear the recommendations that nuclear power will be safer.

Third, I am transferring responsibility to the Federal
Emergency Maragement Agency, the FEIA, to head up all off-site
emergency activities, and to complete a thorough review ol emergency
plans in all the states of our country with operating nuclear reactors

by June, 1980.

Fourth, I have directed the Nuclear Regulatory Commission and
the other agencies of the Government tO accelerate our program to place
a resident Federal inspector at every reactor site.

Fifth, I am asking all relevant Government agencies to
implement virtually all of the other recommendations of the Kemeny
Commission. I believe there were 44 in all. A detailed facisneet is
being issued to the public and a more extended briefing will be given
to the press this afternoon.

with clear leadership and improved crganizaticn, the
Executive 3ranch of Government and the NRC will be better able to
act quickly on the crucial issues of improved training and standards,
safety procedures, and the other l{emeny Commission recommendaticns.
But respornsibility tc make nuclear power safer does not stop with the
Federal Government. In fact, the primary day by day responsibility
for safety rests with utility company management and with suppliers
of nuclear equipment. There is no substitute for technically gqualified
and committed people working on the csnstruction, the operc:ion, and
the inspection of nuclear power plants.

Personzl responsibility must be stressed. Some cne person
must always be designated as in charge, both at the corporate level and
also at the power plant site. The industry owes it to the American
peocple to strengthen its commitment to safety.

I call on the utilities to implement the following chan.jes;
first, building on the steps already taken, the industry must organize
itself to develop enhanced standards for safe design, operation, and
construction of plants; second, the nuclear industry must work together
to develsp and to maintain in operation a comp-ehensive training,
examinazion., and avaluaszicn program for operators and for supervisors.
This training program must $ass muster wish the NAC through accreditation
of the training progrars %O be estatlisned.

Third, control rooms in nuclear power plants must be
srnized, stancdardized, and simplified as much as possidle, to permit

MORZE




potter inforred decision-making among regular operating hours and, of
course, during emergencies.

1 challenge our utility companies to bend every effort
to improve the safety of nuclear power.

Finally, 1 would like to discuss how we manage this
transition period during which the Kemeny recommencdations are being
There are a number of new nuclear plants now awaiting
operating licenses or construction permits. Under law, the Nuclear
Regulatory Commission is an independent agency. Licensing decisions
rest with the Nuclear Regulatory Commission, and as the Kemeny Cormmission
noted, it has the authority to proceed with licensing these plants on a
case by case basis, which may be used as circumstances surrounding a

plant or its application dictate.

implemented.

The NRC has indicated, however, that it will pause in
issuing any new licenses and construction permits in order to devote
its full attention to putting its own house in order and tightening up
safety requirements. I endorse this approach which the NRC has
adopted, but I urge the NRC to complete its work as quickly as possible
and in no event later than six months from today. Once we have
instituted the necessary reforms to assure safety, we must resume the
licensing process promptly so that the new plants we need to reduce our
dependence on foreign oil can be built and operated.

The steps I am announcing today will help to insure the safety
of nuclear plants. Nuclear power does have a fucure in the United States.
I+ is an option that we must keep open. I will join with the utilities
and their suppliers, the Nuclear Regulatory Commission, the executive
departments and agencies of the Federal Government, and also the state
and local governments to assure that the future is a safe one.

Now Dr. Frank Press, Stu Eizenstat, and John Deutsch will
be glad to answer your guestions about these decisions and about
nuclear power ané the future of it in our country. rank?

END (AT 3:00 P.M. EST)



