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STATEMENT OF NpNator CarlL (CURTIS

Mro Clirran, we e today comtrencing Ol comuittee consideration of the
Ereres Iall passed by the Hlonse, T look forward to hearing the Witnesses whe
Wil cone Laefore s oo give s the benetit of their viesss o thie eneray problein
and their susdestions s to how Congress shonld respond o the problens,

Mro Chuadincan, onr responsihilnty s an nnpeortant ohe 1D wWe are to redace onr
dependence o foreiun energ) sonrees, We nust greatiyv expatd our produetion
of domiestie energy resonroes, Yot <o far as Toun teill there is no peovision in the
Tloagsee Ll that will Jead to the production of a4 ~ingle harrei of domestic oill
Conservation s important. but it~ ouly o part of the solution,

I look forward to working witlh yvon Mreo Chairiaa ol with iy colleagues an
the committee, to develop an effesetive and equitable Hill thar will start us down
the road to energy independence.

(1)
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More wportantiy, swe have the opportunits to denponstrate Leasdorshpe g the
drive: for eneray independderce by enaeting positive dneastures toodere sudare the
artincially ccontroiled prices aof natirad gas aeed old domestie o crdee ol T Shonld
P prninf iy obvgons to eversane oy artitic i price resuaintoon aftes IS pe rroienan
procduction And Q0 it i~ Lot yet abvios, the cartaibinents of nataral sas thas
wWinter- estinated s bieh oas 20 trillion onbic feet will make 3t obvions Por
sichoomrtaihinents may dead to tactory Shintadonwns o anereased nneinplog niveia and
vealiointe hardship.

Damestic praoduction of erude oil s adso dechining due to artiticml price
restraints, Por ot reason, I believe thar the anereased revere the indastry s
etting Trom hich ofl prices ~houid be clanneled backh futo the exploration ool
chevelopanent of adiitional domestie olb and cas The Finaner Cotnnitrec eontld
tahe the dead in s area by adopting o winedfall protits tas with o plowboeh
provision ‘nocangutetion with the plhiased decontred of patnral was and crnde
il prices  Obviously, such decontraol <hould be phased o gradnally over a
period of years <o that prices to consuners rise slowiv, thias avoiding an intla-
tionary ~hock inst a~ the ceolomy begins to recover frong the reces<ion, Maoreaver,
A properly constriacted excess profits tax provision widl assure that ofl producers
plow back their increased revenues in the search for new donestic reserves,

only when we balance decreased imports and consersation with inereased
dote~tic production or development of alternative eneray sources can we hediy
to <olve this Nations enercy problem. T ourge that we balanee the nmerons
elergy conservation incentives in IR 6560 with incentives for developuent of
domlestic reserves, For this ix o sitnation where half a loaf is not necessarily
Letter than no loaf at alt



3

STATEMLENT oF NENATOR BiILL BrOCK

Mro o Chairnoan ool Menber< of the Cornminttee some ~1x months hefore the
Arabooal einbarso Towarned that

“Inothe lone ran few adterbiatives are less aitractive than an America de-
pendent for Its vitad elersy upon the caprice of such areas as the Muddle East
or the Corninonanast bloc O nationad security plopels Us to edretne cautlon as
Wetgove Tonwand creater depaetedence ol st searoes

SWe onust pever adblow ourselves to bee placed at the merey of <ome volatile
nemarch who g, under whatever ntiuence, suddendy decide to turn ofl the
lichts

Nonw two vears alel one enbaroo later, swe are at oaoturmne poanit. The House
of Representatives hos Saided to et decisively and the barden i~ onous, We
cate either adopt oo tonch bert savenanided eliersy conseryation axd devilopment
prodrat,. or We calh cobtnte to drfr crowing ere dependent on foreion sourees
cf cherzy stk W the comise e es this s ies o ooar eeonorny and ooar ona-
tionial seourit

But before we beoin considerine leasslation, perhapes 1t wontkd help to take
odonk ot whit welve sevonnpirsbed inothe last two years For omaybe we can
Tearn what we ~shonid and ~bonld uot do

O the Taoe of oroar peast nere have doeen snany develepinents that o would
dpperar oo have concribcitea o oenre lone ran Zonl of energy o seearity, A major
recroataszation of federal cnersy peos dinabonis was ettected The Federal Eneroy
Nedipastrarooes Aot wvas el tnd the Bneroy Resoonreces Connerl and nerey Re-
~eurch and Develophient Adninistration were also formed. Liast November, the
Porojoect Dade poacde nee Beport w o~ pruhlished

At the same tie, hoowenver, there hiove heenn inany indications that the eneray
pubnstrie s are moving avway trenn enerey o self-aontheoseney There Linve el 1o
Stspenstons and cancellations ol retuery expaldision progriins The total loss
of new retinery capacity now exceeds two iilion barrels per day, and several
comipaliies that bbbl and desizn refneries are now ont of work iy the United
Ntutes  Company dridine progeans bave beens enrtaned sharply, while the dde-
vedopinent of o1l <hade Lias aoso been delived indenimtely, larsely becatuse of ted-
eral enersy policys Moy elecrrie atilities inve postponed expansion of their
seneratine capacities, while «bodnestic prodinction of erinde il has Tallen sinee
Jurngary, partly becorse of the sovernnent’s entitielents prograi,

Perhaps one reason for contiast between what is supposed to he happeniug
inoeLerey policy and whot is happening is the confusion created by the repeated
reorcatiization of the federal enersy policymakine establishiiuent, One way to
GPDCHT To o selve o P robieln Is To TeorZalize Goveriinents, it often seelrs, s
nre theldr siccess 0 terins of newy oroanizations created, A~ one observer has
Loted 0 we temd to et aby pew sitution by reorcanizing: aud o wonder-
fal method it can be tor creating the aiinsion of procress while producing con-
frsion, anetficiency, aud demoranzation.” This was ~aid, incidentally, not hy
Necretary William Siton or Secretiry Rosers Morton or Administrator Frank
Zarh, hut by Guins Petronius Arbiter, a0 contidant of Nero Caesar during the
First Century A 10

Of course, we i Congress have gotten to kuow the different enerey eczars and
their snhordinates guite well, For partienlarly ~incee the ermubargo, they have
haed to spernnd mineh of their titme appearine hefore Congressional committees,
Irhirine his tennre time as Mdministrator of the Federdd Poerosy Office, Recre-
tary Nimon reportediy appeared on the i at the reguest of Congress 108 times,
anoavergue of quore than onee per woriking day. And in the tirst 135 dayvs of
ERDA'S existence, withesses from this ageney testitied for 109 hours of formal
hearings hefore 6 full committees and 27 subeoinniittees,

All this wouldn't bhe so bad if we had been more productive, However, aside
frotr the Aluskan pipeline bill, which wax passed abour a yvear and a half azo,
not one 1peaningful piece of enercy legishation has emerced since the energy
crisis was officially recoznized ax <uch., Instead, we have preoceupied onrselves
with the search for @ scapegoat and with 1ethods of punishing the industry
for alleced wrongdoing, We have threatened the oil industry, especially  the
major oil companies, with price rolihiacks, extension of allocation authority, the
divesture of holdines in production, pipelines and marketing facilities, and the
extension of FPC jurisdiction to the intrastate market for natural gas, None
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of these measures will save energy: neither will they encourage the produaction
of energy. In ~hort, Congress has been worse than useless: it has been counter-
productive,

Bur while we have been busy hunting scuapegouats and trying to rollback prices,
the Adminstration’s recortd has been dismal as welll The enbarco was an ex-
cellent tine to obtain Congressional approval of such eritically nmportant neds-
lUres s the dereculation of patural cas, Rather than acting, however, the Ad-
ministration chose to study the issues. And what o tine ~indy eluersed. The
result of wonth~ of work by hundreds of federal hureauerats, the Progect In-
dependenee Report is o massive docuneent that I'in sure few ifany i this Chans-
ber have read.

And even if someone has read it 3t radses more gquestions than i abiswers
Howeser, the prinuary failine of the report is not what it says or does Lot say.
but the diversion it has created The f0opart, dike appearing before Consress,
hax ab=orbed enormous sitnonnts of time and talent in the Federal coverninent.
Perhuap~s worse, throuvhout 1994, it providedd the Administration with o means
of reissurinyg the public. and themnsebves, that the goal of selt-suthciency was
beine advanced when, in faet, it was berne stadied, Reorganization is otie way
to credte the illusion of progress: studying aomatter is another,

While Congress has been sapecoating and the Administration reorcanizing
and studying another and far more danzerons dspect of federal eneroy policy
has etnerced: the reculatory one. Now, the Federal Drercoy Administration ein-
pioys abour 3.700 hodies, most of them concerned with administering price and
allocation controls. The bureaucracy i~ rapidly becomwing entrenched, with o
vested interest in proloncing the contrals. And the reculations these hureaucrats
write often make little sense. They have also vone far beyond the oricinal
intent of the United Statex Congress, For exarnple. the Xan Francisco Otfice
of the Federal Energy Admibistration ruled early this year that no gasoline
station could use allocated products to engave in price wars, In other words,
FEA ix opposed to lower prices for consuters.

Neveral months ago FEA issued a rednlation, withonut a comment period. re-
quiring parties seeking to establish new stations in a market area to tirst solicit
comtnents from existing stations faud potential competitors) to assure that
their market position will not be eroded. Tn other wordso in the name of pro-
tecting competition, FEA ix actnally opposing competition and, hecause of thix,
the interests of the Awmerican consuter.

Mr. Chairman. I would like to have included aud printed in the Record a
policy directive from the Nan Francisco office of the Federal Encergy Adminis-
tration regarding price cutting and a notice froun the Federal Register contuin-
ing the procedures @ businessman must follow to open o new ras ~station,

The recvulatory approach to energy policy has clearly been u fatlure, It has
diseauraged domestic production, encouraged imports and created uncertainty
and ~tavnation in the energy industry. It is ironic to ane that at the same
time that we are questioning the etlicacy of government regulation of economic
activity in o omany areas, we are ~saddling the energy industry with more and
more regulations,

If our fascination with regulations and controls was responsible only for
rising consumer prices and inereas<ing inefficiencies in the energy industry, 1
weonld he deeply concerned. But the conseqiielices of our present energy policy
are much mere grave, We are in essence insuring our dependence on insecure
foreign sonrce~ of oil. What happens if we have another oil embuargo shapped
on 1~ tomorrow* And even without an embargo, we face the prospect of future
increases in oil prices from the OPEC nations with all the conseiquences that
thix will have for an already weak domestie economy,

What am @ talking about® For one thing, I i talking abont the inereasing
vilnerahility of the United States economy to foreign supply disruptions, 1
~hudder at the thounght of what such actions could mean,

And I wauld like to point out another question which I have come to fear
more and more. What happens when our freedom to conduet foreiun poliey jx
hampered by our ever growing dependence on foreign oil” For example, will
we be foreed to abandon, or lessen. our support of Israel hecause of our need
for Arab oil? The United States cannot be a great power unles< it is independent.
Dependence ix not freedom.

A vear ago, the United States sent 2.2 Lillion in special military assistance
to Israel. We thonght it neces<ary to rebuild Israeli forees to bialuance the Soviet-
supplied Arab foreces. What did that do to the balance of power in the Middle
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East? Did resapplying Israel foree us to start diceing ourselves o hole hecanse
there is o trae balance of power in that region as long as the Middle East has
ol deprenddence to hang over our beads

Let e present a ratter gritg scenario. Xuppose there is anothier Middle Fust
war and this time, ot of fear of 0 more devastating ewbargo, the United States
refitses to resupply Israel swith the nalitary equipdnent it needs 1o survive

Thenshttul observers have believed for many years that Isriel possesses
naclear weapons and his the capacity to deliver thems And wWhen foaced with o
question of national survisval, i~ there any donbr o< oo whoot would acenrs In
fuct, we could see the fultithnent of 50 Bildical prophecy within ongy lifetine
a nuclear Armaceddon in the Middle East stemmnge, inopart, from the fatiure
and adsdirection of UUSD energy poliey,

Thisx i< a terribly crave matter We facee g precarions e Dhesasions peed
to be made swhich will allow Gs o nnke fuinre decisions anoan atmosphere of
frecdoan, ot of dependence,

For months. we have tadhed and listened and avaaed and cotien nonhere,
The Senate o has the appormanity too werk tonard o nactiota] eneray peodies
which allows s our treedom aned also aliow s fs the ofl necessary to continie
With o ~rrong ceotneny, However, o strong eooleany sl ot appear by selt
g~ long s Congress continties to believe that alb wosdenn redvates i Washoaaion
Oour belief in ocontrols and recnlations has put us deeper on thae Bobe which
we are reing, We anust ostrive toward eneray o seonrits, dor toosechieve that
We s realize that the Lovs of supply and denoed aree st vadid nes aned
<honld e given as el of an opporiabiiy s possihies s soon s possible

Enerey is <till our future, Policy direction is vitally needed 10 we are o reminh
i ~trong and free natinn.

fProm the Podera? Recister - riday May G0 10700
Frotioar ENFROY ADMINISIBRATION, MoToRk (GGASOLINE

GUIDELINFS  FohR LVALUATION oF APPLIcATIONS FoR ASSIGNMENT oOF  SUPPLIER
AND  HBASL PLEIOD Ust IO NLW  GASOPINE RETAIL SATEs ol Dl is

The Federal Enercy Adcnindsiration hereby gives notee of onadelities mo b
nsed by FLEA in evaduating appileations for assiciment of sanpioers ated biase
period uses Toonew gasoline retail ~ales ontlers The saddelines are et Torths b fow
and will provide a basis for consistent appiicatva of FEAS ceonlatory provi-
siolis With respect to nesw retadl seles ontlers b etor sasoline

May 6, 1875, Washingston, Do

Enie 0 Fyon
Aeting General Cownsal

APPENDIX

GUIDELINES FoR BEVATUATION OF APPLICAIIONS POl ASSIONAMENT op SUPPLIFR
AND BASE PERIOD UsE To NEW GasoDINE BELATL ~APE S ol DTS

1. Neape. Nulerous (uestions have been raised as 1o the procedures and sub-
stantive criteria which FEA <hould apply to applications for assignment of
suppliers and base pericd nse for new gasoline retail sales ontlers These waide
lines are intended to provide guidanee as o how such applications shonld he
handled both procedurally and substantively under current PEA requiations
In particular, these wuidelines will diseuss the identinication of and serviee of
notice ta possible acgrieved parties as required by 1o CPRO¥ 20533 and the
evaluation of applications to determine whether to assicy a supplier al i so.
how to determine the assizned base period nse pursuant to 1o CFR 38 200 54
and 21t.120e0.

2 Notice to Agaricred Parties. a0 General. The procednral reznbiations and
eriteria applicable to all applications for assiznient of suppliers awd base period
Hse are set-ont in Nabpart C of Purt 200, Section 2005 34 requires that the appli-
cant tile an application which not only contains various fact~ rezarding the re-
quest, hut also the “nanes and addresses of all atfected persons oif reasonably
da~certainable).” and “[t]he identitication of any persons who will be aggrieved
by the FEA action sought, ineluding potential suppliers.”

Section 205,33y provides that FEA shall serve notice on any person readily
identitinble by the FEA as one who will he aggrieved by the FEA action and
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may serve notice on any other person that written comments will be accepted
if tiled within 10 days of =service of the notice. . . . (Emphasis added.)

The word “aggrieved™ is detined in § 2052 as describing or meaning “a person
with an interest sought to be protected under the FEAA or EPAA who is
adversely anltected by an order of interpretation issued by the FEA or a Ntate
Othice.”

Thus it i~ the responsibility of the applicant under § 205.31¢h) to supply FEA
with a4 list of potentially aggrieved persons, but the burden is on FEA under
$£20033 a0 to serve notice of the application on such apgrieved parties. More-
over. FEA “miay serve notice on any person. . . ¢ Emphasis added.)

(b Tdentification of Aggricced Partics, The applicant’s task of identifyving
petentially aggrieved persons is not as ditheult as 30 might seenyn Inowmost cases
this information i~ known to the applicaat becanse suppliers opening new sjtes
often bave made sophisticated studies of the ~size of the trading area and the
colnpetitors focated within it before their application is submitted. A~ a general
rule, inthe case of o new ~tation Jocated in oo typical residential neighborhood,
abl retail sides outtets, particularly sl and independent retiner-operated outlets
atd all braoded and son-branded independent marketer-operated outlets, located
awithinn o tanle radius of that station ~hout'd be presuied to he “agerieved persons”
within the caeaning of the notice requirements, The geographiceal trading area
altected might be somewhiat larger in rural newghborhoods and somew bt smaller
1 urbain nelgbborhoods, Moreover, becau~e of the pecndiarities of trathie tlow, an
atfected trading area mnzht e longer in one direction than another But, even
thoush ot i~ not possible to preseribe rigrt rules for the determination of the
periieters of the trading arew, i neest cases the FEAS discretion in this area
~hotind ne freely exerdsed so long as the Zeneral rale of erring on the side of
over-tnelusion s follosed,

Ftois ot necessary that notice be serveg on other persons adso bdentitied Ly the
applicant but not Incated in the trading area of the proposed hew station —-even
theomeh they nacht otherwise be atfected becanuse their supplies micht be re-
dueed sinee the dolminisrrative burdens of doing so greatly outweigh the mini-
i effect which comtnents recelved from such persons would have on the decision.

vens Mothod of Provedig Notieos Natiee shoulbd he individually served upon any
persal cdentited by the applicant as ancazgrieved party and Iocated in the trading
areit of the proposed pew station asing the form of uotice provided in Attach-
teent N I oedbditions FEA ~hionld arrance, using hprest funds, for the publica-
Tion o @ notive an local newspapers of ceneral cireulation in the market garea to
D servedd By thie propeosed retatd sades o et The otice should also be snbstan-
trathy an the forue of Attaehinnent A to these wnidelines and <shonhd be publishied
Ol Tedst tw o separate ccensholis at Jeast cro week apart. Fhis procedure <hould
~erve to provide notice to those persons not readily identitied by the applicant as
agerieved persons and satisties FEAS independent respons<ibisity to identify and
notify agarieved persons

sl Anformation an Notrees Tt is ot necessary toodisclose i the natice any of
the tnfonuation contained in the application except o the applicant’s nanne ana
wldresso oy the Joeation of the station for which application is made. and iii
sanapprenaation of the base pericd use sonehit by the applicant. Only an approxi-
nstion of the nount being applied for <honld he given because i solije cises
applicants have chanmed thar the aetual ansount s proprietary information ar-
rived ot afrer o thoronsh and highly contidential marketing survey of the area.
the disclosnure of which would jnform the spplieant’s competitors of the appli-
cihtUs ~stratesy of parket expansion, Whitle such information may not in fact be
the type of proprietary information protecred from disclosnre, there is gt least
acolorable aranment that it is Inoany event. the problens can boe redily avoided
by providing in the notice only an approximation of the actual amonnt, For
exinpleo i the mnonnt applied for is Loodooo willons per year. It conld be
de~cribed as ca high volame ~r}n’un having an gugregate base period use in exeess
of SCOHNE cailins per vear” Suchoa deseription wonld give potentially aggrieved
parties adequate notice of the relative <ize of the <tation and @1 the <ane tine
avoid the unnecessary disclosure of pos<ibly contidential competitive information.

Cey Capgnent Poriad, Hoarinas aonl Cantersner s, Nubpart C of Dart 205 re-
quires FEA to sive aeorieved parties 10 days from <ervice of the notice in which
to file written comments, FEA may also make an independent investigation of fucts
wlezed in the application of comments and may rely on information obtained
from any sonree (Nee ¥ 205350 A conference and hearing are hoth dixeretionary
with the agen-y. oNce 20535 and Subpavt M of Part 203.) A conference with
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only the applicant in attendanee is the recommiended means of obtaining addi-
tional information it the application and the written commnents still leave some
unresolved issues. A hearing should be used only rarely and in exceptional eir-
cutastanees, sinee most of the information retevam to the application can best
be conveyed only in writing,

f)y Timeliness of FEA Action and Interim Supplics. FEN is reguired to act
upon an application for assiznment of a specitied sapplier within 90 day ~ after
its receipt, Failure to act during such period way be considered by the applicant
as i denial from which an appear may be taken, (Neoo » 200,350

It is sometimes dithenlt, however, to evaluate an application properly within
the So-day period. Moreover, the applicant may need prompt action hecause the
staticar is idles perhaps at great expetse to the applicant. In o sneh cases itois
possible for FEA office tao issue an order gricnting @ tewporary assigninent until
~sich tinee st~ a full evaluation of the application for a permanent assignment can
he completed 1 Nee also diseussion below concerning retail sales outlets which
operiate using ~urplus products.y The procedures for issuing such temporary
orders are found in € 205849,

A~ indicated an that section, o tewporary assignmer can be made “upon appli-
cation.” Fhis does not mean that the applicant st expressly apply for a tem-
porary s well as oo permanenit assignigent Since o application for a temporars
assizntient need contain no more information than that required for a permanent
assignient, the ling of twa applications is nunecessary, Fhuas, when an applica-
tion for a permanent assignment has been made aud it is apparent from the cir-
ciitstanees that o temporary assigntent is warranted pending a tinal decision
arned i not objected to by the applicant, the application on tile for a pernanent
assigient way be treated as an application for temporary assignment asx well
as for g pernetilent assigament,

Al oorder granting a temporary assignment can be effective tor only o0 days and
cannot be renewed. The temporary order must contain an express finding that
cireumstiatices do not permit issuance of an assignmnent or phase with the nsual
processing of permanent assiginient orders, Soc 2 205 539 0hy

3. Nuhbetantive Critervia Applicable to Assignment of Supplicr and Base Period
U'sel can Genoral, The procedural regulations set forth in 20535050 the eri-
teriae applivabde to the evaluation of applications for assigcnment of a supplier
and new hase period use, These criterin restate the eriterin set forth in section
4t 1y of the Emergency Petrolenm Allocation Act of 1973 applicable to FEA'S
overall duties in promuleating and applying the Mandatory Petrolenm Allocation
and Price Resulations,

Like the criteria of seetion b o1y of the EPAAND the viarious, criterin of
§2005.350hY are to be applied only “to the maxitmm extent possible.”™ A< ap-
plied to a partienlar set of circulnstances, these eriteria may not only he ditheult
to apply but also contlicting, A< the conrts have ~aid in applying the various
goals of section $cby oy, {tThe gouls are inherently inceansistent, and no regulia-
tion could promote all of them at the same tine, Congress recognized this in sayv-
ing that the reamlations <hall provide for then to the maximum extent prioee-
ticable.” A balancing of coals is required, and Congress has left the details of this
balancing to the Federal Energy Administration, {nion O oo v, FEA —
F. Supp, -— ——, Fed. Fnergy Guidelines ® 26007 at po 26005 o [ Cal. 1971
see alsa Vir Trans, Assnoof Vinerice v, PEADASSF Supp 437 (Doc, 10710
Thus, FEA should be guided by the criteria of £ 205.35¢0) but has considerable
discretion in balancing one against the other,

While it ix inappropriate to prescribe precise rules tor the application of these
criteria to assignment< of sappliers and establishment of new base period uses
in all circumstances, nevertheless some general principles may be presceribed.

th) Whether to Assign a Supplier Purchaxer elationship.

Three of the eriteria which must be taken into account in deciding whether to
assign the new outlet a supplier are whether cranting the application in ques-
tion would promaote “economic efficieney @ ninimize “economic distortion, in-
flexibility, and nunecessary interference with market mechanisms."” and promote
the equitable distribution of petroleum products at equitable prices among all
regions of the conntry and segments< of the industry. (8cr $ 205350 o1y vviiio,
(ix). and (vir.y These three criteria together can Le read as stating that even
within the context of the regulatory program, free market forees should be
allowed to function to the extent possible, Thus, in the absenee of other counter-
vailing considerations, FEA should start with a strong but rebuttable presumnp-
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tion in favor of assigning a supplier/purchaser relationship for a proposed new
retail xales outlet, In particular cases there might also be other relevant eri-
teria tavoring the application, such as the maintenance of public services and
ngricultural operations, (Nee 8 2003515 iy and iy

A possible countervailing consideration may be the preservation of o con-
petitively viable independent xection of the industry,

Thus, in each case the facts must be revienwed to determsine whether the gen-
eral presumption in favor of granting the application should e overriden or sus-
tained by a weighing of these other conntervailing considerations,

iy Effect on Supplicr's Other Purchasers, Attention should be paid to the effect
of any assignment upen the supplier's other customers, particularly the sup-
plier’'s branded and non-branded independent purchasers, 1f the assigument will
signiticantly lower the supplier's allocation traction below one (1.0 then the
assignment ~hould be questioned. In general, iF the assignment can be expected
to reduce the supplier'~ most recently reported allocation fraction by more than
ole percentage point (001074, the reduction may be sieniticant and weuld warrant
especially cureful assessment of the supplier's tature supply position,

ity Effect on Independent Competitors, Inoevalnating applicictions, the com-
ments <olicited from independent and small retiners and branded and nons
branded independent marvketers operating ~tations wirhin the same trading areq
ds any new station which will not be operated by an independent marheter or
small or independent refiner should be carefalls reviewed o deteriaine whether
or not granting of the application may <erionsly jeopardize the competitive yvia-
bility of small and independent retiners and branded and non-branded independ-
ent marketers,

The existence of substantial evidence that cranting the application wonld resalt
in probable severe and irreversible damace to the existing independent sectnent in
the proposed market may be the hasis for denial of an appdication Socli evidenee
wonld not consist of a ~howing of probable ttnancial impairment 1o 0 partienlar
indeperndent nuirketer, hut rather wonld reguire evidence that the volnme of brsi-
ness enjoved by the independent seginent in that marketplace wonld prohably he
substantially and permanently reduced

Althongh these judoments are extremely dithenlt 1o make. FEN cannat ignore
clear and compelling evidence that the operation of o new retail sales onrlet which
is not operated by an independent marketer will so domdnate o trading area as to
substantially fmpair the competitive viability of independent marketers, Getiers
ally such evidence i~ nat present it o1 iwdependent marketers in the trading
area ey rengiin competitively viable hy relyving upon enstorers who swill patron-
ize such stations hecause of the availabitity of <upplementary prodinets and serv-
fcos not provided by the new <tation: o2 there are other large volume low profit
margin stations in the trading ared or in other nearby trading areas, qind the pres-
ence of sueh ~tations hax not dmpaired the competitive viability of independent
marketers: * aad o9y there is o reascnable prospect of considerable crowth in
demiand within the trading area ~o that the new ~tation, notswithstanding it
advantizes, Will not necessarily aegquire most of i1~ husiness ar the expenise of the
other stiations in the area.

Thix i~ not meant to he an exhanstive listing of the kinds of evidence that would
sustiain the granting of such an application notwithstanding o shbowing of adverse
impact npon the varions agerieved parties. Tndeed, given the rebuttable presumg-
tion in favor of granting such applications in any event, the hurdem=is on those
oppoxing the application to make o clear and convineing ~showing that the con-
petitive viability of the independent marketing sector within the trading area will
he sithstantinlly impaired by the opening of & new station which is not to e oper-
ated by an independent marketer. This showing is uor wmade merely by a ~howing
of tinaneind harn to, or even of fimpending hankruptey by, one or more independent
marketers. Finally, suceh o showing cannot rest upon unsubstantiated assertions
or mere specilation. There mnst be evislence of the specitic adverse iimpacts of the
new <tation’s opening hefore FEA can perform the analysis outlined above and
conclude that the application must he denied. _

(iii) Covsideration of Applications for Retail Sales Ontlots to be Built in the
Future. FEA has enconraged operators of potentially new retail sales ontlets to

T “F : oV : r,owiv i » gl ‘ votradinge
1 The FEA mnust con<ider. however, whether, given limited demand \\Hhin"ths_ 11
area (‘wv item Gl followings, the new ~tation. in conjunction with the existine high-
volume station. will destroy the competitive viabllity of the rematning  independent
miarketers,
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apply for FEN assigument of oosupplier purchaser relatintship amd o base period
e prior to constraction of the new othet oNa 3 211 1200000 This poliey was
extibhlished to prevent aay hards<bp whiel mocht result from o failure ro ohtain an
asstgned supplier or base period use Pollowing the operiater’s expenditure of con-
structron Pnds ated assutnplion of other obligations conected with the proposesd
Hew retian] sades ontlet Copsequentiy . constderation of aar application ~houid not
be detared becionse g retdl sales ontlet s not carrent!y opecational or oy el
becotge operational betore the exparation date of the EPAN Approvals of such
applications ay be conditioned upon the retanl sales outlels bemg operational
Within o cettann pediod of tane OF conrses such assignents <hould be made
ciYective anly apon the retadl sades ovtiet s becotnh operational

CIva N Rectaid sales ot Srpe sty Nalola op Nuppdee s ot S plis Peodiet
l‘n ~olpe vases Lew retan] sates onrlets e beang opeerated wath snesoitne parehased
from ~upplicrs whioh luove sertined therr casoline to e surplas proshaes

HENB U
motted by 2210 T0egs sl retaa] sales omitlets, however, ate new sappliers s
defined by

1Y doce s whinohe st receive P approsval before they comence
operations Such approval <teabkd ondb iy e Preciy wranted toogasotine retaal
<iles onilets prronvaded 1 i~ naede Ciear that shuch appaovals do o not ereate aosap
plier purchaser relationship between the retanl sades ontiet and the sappdier of The
surplies prodiet atnd does tot estabibishe g base period ise for the retall sates outlet,
Approvals purstant to 21 Incen 2 need ot hee conditioned npon application
for o suppher aned anassizied base period vse Operators of new retiil siles out-
lets nnder 3211 10re o2y <Loubd nnderstand, however, that antess they have been
dssigred o supplier and 0 bose period ase pursuant to 3 21012000 they hiave ho
future i to o ~upplier or o proorata <hare of socalable supplies oa preriod
whet there is no surplus preeabinet

Gl Dasigumeent of Jlase Pooiod 4 ose Onpee o decishgr oo issidne o ~supplier pur-
chaser relation=tnp for a tew retasl sades ontiet s perde, FEA st determine the
appropriate base period rse to e assidied the retiol sales ontlet A~ a general
riale. the averiee bise preriol dse for retadl sades ontiers of aostolar size tnnnbeer
of parpsr and edare cfall serviees coas ol self servpeescar W ashoete van the
GUnLe i rket area will be the apprope soe assizned biase period nse Thias, for
exiunples aostation of aopartieular size aned type Shemild recerve a0 buse perood use
approximately eqial to other stations of the siame hed in the tiarhet areia When
a new 1y pe of station is constrm ted pna st het areas it honld receive an allocas
tion onnetsarate with the pelative treatioent of The nesw [y pe of station com-
pitred TooeNISTIIS 1) pres 10 e neatest nathet area where such conuparisons miy be
miiade

The delineition of the marhet area With vary an eich cise, il ultintely wiil
he dotermined by PIIA There can e no hant i fast criteria, tort ~ome eneral
girdelities may he observed

Cro T on oty over 250K popndation, the market area to bee considerad <honld
Do the sren Within o enetnale radins of the proposed pew ontler

Vit T o <adbarrban sirea o housing developrenis. shoppand centers., apartmientst
the mirket ares to he considersd shoald be the area within o two-to-three wile
ridins of the proposed new ontlet, dependine upon the density of recent growth
and rrathie patterncharacteristios in the area

Cibr Onea noneurban arterial bighway waith ralb contrad of feces~, the market
aren <liondd ineDde The aeenwithin one-fonrt pite of the areess point ar the pro-
pro~ed Jocation of the tews outler arad the next o aocess points in eiach direction
from the proposed Tocation of the e ot et

Civo Om o non-arban arterial bidhaway awith Nneonird el secess o partialiy
controlled steres<, the market area shonbt jnclude five: mniles 1 cithier direction
alone thee Nighiway.

tvy O thironehl ~treet or thireaagh hichiway it onoraral ared. the market area
Jondd be thiat areis within ¢ tive mile racdinis of the propmosesd ness putier,

cvio Inoa tov s nnder 25000 popkation. the D rket ares <lontd bee g two nile
radins from the projosed antlet .

A~ needd i the above wuidelines. the following terms have the following
meanings: .

cArterial bighway ™ means a hizhway primaridy for thromsh trathic, nsually on
Aocontinnous ronte. )

“FRll comtrol of aecess’ neeanis that the anthoriny to contrnl aecess s exer-
cised to give preference to throuch trattic by pru\AMin: pecess connections .\\’lﬂ]
selected public roads only and by prohibiting crossings al rrade or direct private
driveway connections,
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SPartially controtled Gecess” means that the authority to controll access is
exervised Ueowive preferele e to through trathe to o degree that, an addition to
secess coliiecttens with ~elected public roads, there mmay be some crossings at
Srade and socpe priviate driveway connections

“Through street or throtigh lghway " neans every highway or portion thereof
at the cntrance to which veleular trathe from antersecting highiway s is required
by law to stop or yield hetore entering or crossing atd where appropriate signs
are crected as provided by law undess entry ar crossing is made on the proper
Doltcation of tratic cantrol

“Unceontrolled access” means that the authority having jurisdiction over a
highway, ~trect, or road, doe< ot Liar the nvituber of points of IHgress or egress,
except through the exercise of cantrol over the placeluent and the geoisetries of
connections s necessary for the <afety of the travelling jabhce

ATTACHMENT A
NOTICE

Pursuant to 10 CFR § 205 N3ca o tlas s tonatify v that e
has appited to the Federal Enevey Mdoonistration 2o ol order assidhinng to It a
biase period volure of fwore thias ) [Hess thand o © 0 woadlons pet menth for o
retar] gasoline station 10 ntends o operate at oo . _ _.. This
retail ~tation will beeoswned by o0 0 . .lluinlnl.lrlllh\ I S,

You are invited to subnnit written «nlmmm\ to FEAX 1osupport of oran u] 1u-\x~
tion to the appheation If vorcoppose the application on e 2ro oud that approval
of it would adversely affect yonure baisiness, you shoui-t set forth oo detail the
following mimmnan information

1. Your nane and address

The person ar persons who have an ownersbip interest 1 the husiness which
you allege would be adversely affected, and the extent of eacli such person's
ownershp interest,

3. The location of yvour business inorefaton to the retai! station for whicl the
application for assighiment was nede

4. The person or company from whom soa presently purchase gasaline, and
whether vour business operites ureder the tradermark of \nm snoplier

5. The volume. in gallons, of gasoline ~ald by vour boissiness i oeich month
from January 1. 1972 until the present.

Whether or not there i~ a demand for gasoline in the troehing erea in which
vour business i~ Tocated whicli cannot bhe anet by woxvgstine rotadl stations

7. The adverse effect which you believe approval of the application waould have
on your husiness,

N Detailed factual data and information which support your claim that
approval of the application will have an adverse eftect on vour bisiness, Sueh
data and information shontd inctode, at o ot andited o anaadited halancee
shivets and profit and fass statergents for o vecent, representative time period

FEA can consider adleged adverse effes o an venr busitiess only of <uch allega-
tionus are supported by the best availoble data Broad and vosabstantiated allega-
tions of adverse impaet Will be disrecarded,

FEA will consider your woitten coniments along with those subnitted by the
applicant and other interested persons I von othnit written concnents, yvou will
be notitied of FEA'S decision FEA niay. ot ats diseretion, holdb o public hearing
to consider the appliciction, i whiel event youn Wit be notitied 0\ copy of that
portion of FEA'S procedural regulations apphicable to these proceedings s
enclosed for vour infornuation.

Your written comments should be hand delivered or received by miail not later
than .. __ _ __. tothe following address;

'nless yvou cliaim contidential treatinent for your submission. a copy of vour
comuments should he delivered to the applicant. If vou want the FEA to treat as
confidential the information which you ~subanit to ito it will do o if yvou so request
and if the information is of a tyvpe entitled to such contidential treatment under
the Freedom of Information Aeo, 5 U SO 552 as amended, 18 U S C 1005, 10
CFR 2059, or under other Federal <tatutes, regulations or rules. Trade seerets
and certain commercial and finanecial inforisation are entitled to confidential
treatment if vou ~o request If vou regnest contidential treatment, you should
designate on the origingl version of yvour written camanents the information which
your wixh to be kept coptidential and <subndit to FEA and the applicant another
version of the document with <such contidential informatian deleted. Information
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which is not designated as confidential or is not entitled by law or regulation
to confidential treatment will be disclosed to the applicant and perhaps to other
interested persons.

Sincerely,

B R T L T LR Spupp——

(Name and Title)

Enclosure,
[FR Doc.75-12273 Filed 5-6-75;1:07 pm]

FEDERAL ENERGY ADMINISTRATION,
San Francisco, Calif.,, November 26, 197},

PoLicy NOTICE, PROGRAM PARTICIPANTS AND FEA STAFF

This Notice Transmits: Policy for the reporting and investigating gas wars as
an indication of supply imbalances within Region IX.

Purpose: For several months, there has been an abundant supply of motor
gasoline in most areas of Region IX, although some areas and sectors of the
market continue to report shortages. There have lately been vague, unconfirmed
reports that supply in some areas is 50 excessive as to precipitate gasoline price
wars. The Regional Office believes that any situations of this sort are an indica-
tion that product may be poorly distributed. (Section 211.13(f) of the Manda-
tory Petroleum Allocations Regulations requires that any purchaser (including
retail outlets) whose needs decline, shall apply to his supplier for a downward
adjustment to base period use.) Hence, it is not the intention of FEA that larger
allocations be used for engaging in gas wars. The regulations prohibit suppliers
from incress:ng volumes to a station in order to support gas war activity.

This Policy Notice rescinds: First notice on this subjecr.

WiLriaM C. ARNTZ,
Regional Administrator.

PoLicy FOR REPORTING AND INVESTIGATING GAS WARS AS AN INDICATION OF SUPPLY
IMBALANCES WITHIN REecion IX

PROCEDURES

1. Reporting of gas wars:

A, All FEA employees are to report any ‘“‘gas wars"” they are aware of,
giving names, addresses and specific activity (such as gas war signs, low
prices being charged, etc.) to the Director, Compliance and Enforcement
Division.

B. Complaints from public will be accepted by FEA provided the details
listed in 1A are given. Initiul contact may be made by telephone to the local
FEA office but should be followed up by a brief summary in writing to the
Director, Compliance and Enforcement Division, 111 Pine Street, San Frau-
cisco, California 94111.

2. FEA Region IX will review all reports and will investigate those determined
to have merit. The investigation will determine if the stations involved are being
allocated product by their suppliers in accordance with the regulitions,

3. 1f FEA determines that violations of the Regulations have occurred, enforee-
ment action will be taken.

4. If FEA determines that there is an excess of product in the area involved,
action will be taken under Section 211.14 of the Regulations to redirect the excess
product into areas still experiencing shortages.
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P RESS RELEASE

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCE
June 24, 1975 UNITED STATES SENATE
2227 Dirksen Senate Office Bldg.

FINANCE COMMITTEE SETS HEARINGS ON
ENERGY CONSERVATION AND CONVERSION ACT (H.R. 6860)

The Honorable Russell B. Long (D., La.), Chairman
of the Senate Committee on Finance, announced today that the
Committee would hold hearings on the Energy Conservation and
Conversion Act (H.R. 6860), a bill passed by the House on June
19, 1975.

The hearings will begin on Thursday, July 10, 1975 at
10: 00 a.m., and will be held in Room 2221, Dirksen Senate Office
Building. On Monday, July 14, at 10:00 a.m., the Committee will
hear testimony from the Honorable William E. Simon, Secretary
of the Treasury and the Honorable Frank G. Zarb, Administrator,
Federal Energy Office, who will present the Administration's
position on the legislation.

The House-passed bill would impose import quotas
and tariffs on petroleum, would set automobile efficiency
standards, would establish a trust fund for energy research and
development, and would levy taxes on certain business uses of
oil and gas. The Chairman stated that the Committee would
welcome witnesses to testify not only on the specific provisions
included in H.R. 6860, but also on other proposals within the
Finance Committee's jurisdiction relating to energy production,
conversion, and conservation.

Requests to Testify.~--Senator Long advised that wit-
nesses desiring to testify during this hearing must make their
request to testify to Michael Stern, Staff Director, Committee
on Finance, 2227 Dirksen Senate Office Building, Washington,
D.C. 20510, not later than Thursday, July 3, 1975. Witnesses
will be notified as soon as possible after this cutoff date as
to when they are scheduled to appear. Once the witness has
been advised of the date of his appearance, it will not be
possible for this date to be changed. If for some reason the
witness is unable to appear on the date scheduled, he may file
a written statement for the record of the hearing in lieu of a
personal appearance,

Consolidated Testimony.--Senator Long also stated
that the Committee urges all witnesses who have a common posi-
tion or with the same general interest to consolidate their
testimony and designate a single spokesman to present their
common viewpoint nrally to the Committee. This procedure will
enable the Committee to receive a wider expression of views than
it might otherwise obtain. Senator Long urged very strongly
that all witnesses exert a maximum effort, taking into account
the limited advance notice, to consolidate and coordinate their
statements. -

Legislative Reorganization Act.--In this respect,
he observed that the Legislative Reorganization Act of 1946,
as amended, requires all witnesses appearing before the Com-
mittees of Congress "tc file in advance written statements of
their proposed testimony, and to limit their oral presentations
to brief summaries of their argument."”
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Senator Long stated that in light of this statute
and in view of the large number of witnesses who desire to
appear before the Committee in the limited time available
for the hearing, all witnesses who are scheduled to testify
must comply with the following rules:

(1) A copy of the statement must be filed
by the close of business the day before
the witness is scheduled to appear.

(2) All witnesses must include with their
written statement a summary of the
principal points included 1in the
statement.

(3) The written statements must be typed on
letter-size paper (not legal size) and

at least 50 copies must be submitted
before the beginning of the hearing.

(4) ~Witnesses are not to read their written
statements to the Committee, but are to
confine their ten-minute oral presentations

to a summary of the points included in
the statement.

(5) Not more than ten minutes will be allowed
for the oral summary. Witnesses who fail
to comply with these rules will forfeit
their privilege to testify.

Written Statements.--Witnesses who are not scheduled
for oral presentation, and others who desire to present their
views to the Committee, are urged to prepare a written state-
ment for submission and inclusion in the printed record of the
hearings. These written statements should be submitted to
Michael Stern, Staff Director, Committee on Finance, Room 2227
Dirksen Senate Office Building not later than July 18, 1975.

PR #27
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IN THE SENATE OF THE UNITED STATES

Juxe 23 (legislative day, June 6), 1975
Read twice and referred to the Committee on Finance

AN ACT

To provide a comprehensive national energy conservation and
conversion program.

Be it cnacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled.
SECTION 1. SHORT TITLE.

This Act may be cited as the “Energy Conservation and
Conversion Act of 1975,

S O e W N -

SEC. 2. TABLE OF CONTENTS.

Seec. 1. Short title.
Sec. 2. Table of contents.
Sec. 3. Amendment of 1954 Code.

TITLE I—IMPORT TREATMENT OF OIL
Sec. 101, Statement of purpose.

Part I—Quoras

Sce. 111. Imposition of quantitative restrictions.
Sce. 112. Establishment of import licensing systemn.

1I



15
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See. 141. Establishment of office.
See. 142, Functions of the Deputy Administrator.
See. 143. Conforming amendment.

TITLE II—-OTHER ENERGY CONSERVATION PROGRAMS
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See. 211, Definitions.

See. 212, Average fuel economy standards applicable to cach manufac-
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Sce. 221, Repeal of excise tax on buses used in intereity public transpor-
" tation.

Sce. 222, Repeal of excise tax on radial tires.

Sec. 223. Rerefined lubricating oil.

Part THI—Tax INCENTIVES FOR CERTAIN ENERGY-RELATED IMPROVEMENTS
orF BuIiLpiNgs
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TITLE THH—ENERGY CONSERVATION AND CONVERSION
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TITLE IV—ENCOURAGING BUSINESS CONVERSION FOR
GREATER ENERGY SAVING

Pant I—Business Use ofF PETroLEUM AND PETROLEUM PPRODUCTS

See. 411, Iixeise tax on business use of petroleum and petroleum products.

Parr JI—AxyorTizatioN FoR CeErRTAIN EKNERGY-RELATED PROPERTY

Sec. 421. Amortization of qualificd energy use property:.

Sec. 422. Amortization of qualified railroad equipment.

Sec. 423. Amendments relating to amortization of certain railroad rolling
stock.

Sec. 424. Technical and conforming amendments.

Part I11—Tax Creprr Cuancrs RELATING TO ENERGY CONSERVATION

Sec. 431. Changes in investment credit relating to insulation, solar energy,
and air conditioning.

Sce. 432, Generating facilities powered by petroleum and petrolenm
products.

SEC. 3. AMENDMENT OF 1954 CODE.

Except as otherwize expressly provided, whenever in
this Act an amendment or repeal is expressed in terms of
an amendment to, or repeal of, a section or other provision,
the reference shall be considered to he made to a section

or other provision of the Internal Revenue Code of 1954,

TITLE I—-IMPORT TREATMENT
OF OIL

SEC. 101. STATEMENT OF PURPOSE.
The purpose of this title is—

(1) to reduce the dependence of the United States
on foreign oil by imposing restrictions on imports of
oil so as to reduce such imports as rapidly as practicable
without contributing to serious economic dislocation,

(2) to decrease imports of oil so that not later
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than 1985 the amount of such imports should not ex-
ceed 25 percent of the amount of domestic oil consunp-
tion, and
(3) to place the United States, as soon as practi-
cable, in a position to deal with any oil embargo by
foreign nations through a combination of any strategic
reserve for oil which may be provided by law, other
available sources of oil, and economies in the domestic
consumption of oil which may be effectuated.
The purpose of this title is to be certain that oil conservation
which is obtained under this Act results in the reduction of
oil imports and not in the reduction of domestic oil produc-
tion.
PART I—QUOTAS
SEC. 111. IMPOSITION OF QUANTITATIVE RESTRICTIONS.
(a) QUANTITATIVE RESTRIGTIONS.-—’ExceI;t as other-
wise provided in this section, the maximum average
daily quantity of petroleum and petroleum products which
may be imported into the United States shall be detcrmined

in accordance with the following table:

Maximum average daily number

Calendar year: of barrels (in millions)
1975 e mcmmm—ememm—mmm—m—emeemamc e e —eon 6.0
1976 e mmmm e memmmmeeecmmaoan 6.0
1977 o cmmmmmmmmmmm e cemcecemacmasaa- 6.5
1978 o cccmemmmmmmcm—eeecsemcmcccmemsmeemaa e 6.0

B T 7 Z
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In the case of the calendar year 1975, this subsection shall
apply only with respect to articles entered or withdrawn
from warehouse for consumption on or after the first day on
which the import licensing system established under section
112 takes effect.

(b) AurmORITY TO VARY SCHEDULE.—

(1) IN GENERAL.—Whenever the President deter-
mines that, by reason of variations in domestic con-
sumption caused by economic factors or the weather,
by reason of delays in obtaining domestic production of
oil or in achieving oil conservation goals, or by reason
of other similar factors, it is in the national interest to
vary the average daily quantity of oil which may be im-
ported during any period, he shall appropriately modify
the figure set forth in subsection (a) applicable to such
period.

(2) LiMITATION.—Any modification under this
subsection for any period may not change the ;Ilaximum
average daily number of barrels of petroleum and petro-

- leum products which may be imported into the United
States during any calendar year to & quantity which is
above or below the figure for such calendar year set

forth in sybsection (a) by more than—
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(A) in the case of 1975, 1976, or 1977,
1,000,000 barrels a day,

(B) in the case of 1978 or 1979, 1,500,000
harrels a day, or

(C) in the case of a calendar vear after 1979,
2,000,000 barrels a day.

(¢) Savings 1x Dosmestic CoxsvmrerioNn To Be
RErFLECTED 1N REDUCTIONS IN IMPORTS.—The President
shall establish quantitative restrictions lower than the quan-
titative restrictions set forth in subscction (a) to the extent
necessary to cnsure that savings in United States con-
sumption of oil will he fully reflected by at least equivalent
reductions in the imports of oil.

(d) PETROCHEMICAL TFEEDSTOCKS.—For purposes of
the guantitative restrictions imposed pursuant to this sec-
tion, petrochemical feedstocks shall not he counted against
the maximum average daily number of harrels of petroleum
and petroleum products which may he imported into the
United States.

(¢) Nreeps or GEOGRAPIICAL AREAS AXD INDUS-
TRIES TOR PARTICULAR PropUcTs To Br Takex INTo
AccouNT.—~The President shall divide any quantitative
restrictions imposed pursuant to this section for any period
among petroleam and petroleum products where such divi-

sion is necessary o avoid substantial adverse jmpact on tho
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1 various economic and health needs of geographical areas and
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industries within the United States.

(f) CerrailN DISTILLATE AND Resibrarn I'ven O1ns

IMPORTED rOR USE AS FFUEL.—

(1) MINIMUM QUANTITIES IMPORTED BEFORE
1978 —Nothing in this section shall prevent the im-
portation into the United States for use as fuel (other
than for the propulsion of motor vehicles) of distillate
fuel oil and residual fuel oil (provided for in item 475.05
or 475.10 of the Tariff Schedules of the United States)
in average daily quantities which are equal to 2,000,000
barrels per day in the years 1975, 1976, and 1977, of
which not more than 400,000 barrels per day in any
such year may be for such distillate fuel oil.

(2) COORDINATION WITH SUBSECTION (a}.—.\ny
quantities of distillate fuel oil and residual fuel oil re-
ferred to in paragraph (1) which are imported into the
United States during any valendar year hefore 1978 and
which are not greater than the applicable minimum quan-
tities set forth in paragraph (1) shall be charged against
the quantitative restrictions set forth in subsection (a)
which apply for such year.

(g) APPLICATION OF QUANTITATIVE RESTRICTIONS. —

No quantitative restriction imposed pursuant to this section

25 shall apply with respect to any quantity of oil which is
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1 imported into the United States during any period for storage

&)

in any strategic reserve for oil which may be provided by

law.

V)

4 (h) QUARTERLY REVIEW OF QUANTITATIVE RESTRIC-

[}

TIONS.—Not less frequently than once each calendar quarter,

¢ the President shall review the quantitative restrictions estab-

-3

lished by subsection (a) and any modifications made pur-
S suant to subsections (b) and (c).
9 (i) PROCLAIMING OF QUANTITATIVE RESTRICTIONS;

10 CERTIFICATIONS.—

11 (1) QUARTERLY PROCLAMATION OF QUANTITA-
12 TIVE RESTRICTIONS.—Before the beginning of cach cal-
13 endar quarter, the President shall proclaim the aggregate
14 quantities of petroleum and petrolenm products which
15 under subsection (a)} may be imported into the United
16 States during such calendar quarter (as modified pur-
17 suant to subsections (b) and (c)).

18 (2) CertIFICATION.—The President shall certify
19 any modification made under subsection (b) or (c) to

20 the Secretary of the Treasury and to the Deputy Admin-
21 istrator for Petroleum Import Licensing.

22 (j) ADMINISTRATION.—The Secretary of the Treasury
23 shall take such actions under the customs laws of the United
24 States as may be necessary and appropriate to ensure that

25 the aggregate quantities of oil imported into the United
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States during any period do not exceed the quantities estab-

lished by subsection (a) as modified pursuant to subsections

(b) and (c).

SEC. 112. ESTABLISHMENT OF IMPORT LICENSING
SYSTEM.

(a) IN GENERAL.—Before December 31, 1975, the
President shall establish an import licensing system for petro-
leum and petrolenm products which are imported into the
United States. Import licenses issued under this subsection
shall be distributed on the basis of public auctions in which
bidding is by sealed bids, and such licenses shall be fully
marketable.

(b) SEPARATE LICENSES FOR SMALL REFINERS AXND
INDEPENDENT MARKETERS.—

(1) ESTABLISHMENT OF SEPARATE LICENSING
SYSTEM.—

(A) The President shall establish a separate
import licensing system for small refiners and in-
dependent marketers of petro_leum or petroleum
products. Except as provided in subparagraph (B),
import licenses issned under this subscction shall
be distributed on the basis of public auctions in
svhich bidding is by sealed Dbids. Imiport licenses
issued under this subseetion shall not he marketable;

except that, under the circumstances and to the ex-



(1]

-1

16
17
18

tent provided by regulations, they may be resold to
the Deputy Administrator for Petroleum Import
Licensing.

(B) In any case in which any small refiner or
independent marketer establishes to the satisfac-
tion of the Depaty Administrator for Petroleum
Import Licensing—

(1) that he has made reasonable efforts to
sceure the import licenses necessary to carry out
his business at its regular level of operation but
has not been able to secure such licenses, or

(i1) that the destruction of, or damage to,
any of his husiness facilities or any other cmer-
gency situation requires that he be issued im-
port licenses in order to continue his business
operation,

the Deputy Administrator may issue one or more
import licenses to such reliner or marketer. The
price for import licenses isswed under this sub-
paragraph shall be the average price for import
licenses established at public auctions conducted
pursuant to subsection (a).

(2) SMALL REFINER AND INDEPENDENT MAR-

KETER DEFINED.—For purposes of this section—

(A) SyALn  REFINER—The term  “‘small
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refiner” means a refiner whose total refinery eapae-
ity (including the refinery capaeity of any person
who controls, is controlled by, or is under common
control with xuch refiner) does not exeeed 50,000
harrels per day.

(B) INDEPENDENT MARKETER.—The term
“independent marketer” means a person who s
engaged in the marketing or distributing of refined
petroleum products, but who (i) is not a refiner,
and (i) ix not a person who controls, is controlled
by, iy under common control with, or ix afliliated
with a refiner (other than by means of a supply

contract) .

(¢} PROCEDURES FOR LICENSING SYSTEM . —

S(1) IN ¢ENERAL.—The Administrator of the Fed-

eral Energy Administration shall establish procedures
for the administration of this section through the pro-

mulgation of regulations.

(2) REGULATIONS FOR SUBSECTIONS (a) AND

(b) .—The regulations promulgated under this section
with respect to subsections (a) and (b) shall include
provisions authorizing the Deputy Administrator for

Petroleum Import Licensing—

(A) to schedule frequent auctions during each

calendar quarter;
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(B) to require that the bidding be for small
units, but to permit persons to bid for a number
of units;

(C) to cstablish a maximum limit on the num-
ber of units which may be acquired by related per-
sons during any period;

(D) to establish a time limit on the period
during which the rights under any import license
may be exercised;

(E) toreject bids—

(i) where there is evidence of collusion as
to the bidding or as to failure to bid, or

(i) where such bids are substantially
below the market price which exists for the
resale of import license;

(F) to deal with identical high bids for any
unit by rejecting all bids, by awarding the unit to
the high bidder who has acquired fewer units during

a specified period than any other high bidder, or

__otherwise; and

—

(G) to bar from acquiring or using import
license issued pursuant to subsection (a) or (b)
persons convicted of committing any felony or mis-
demeanor under the laws of the United States gov-

erning oil imports, oil allocations, or price coutrols
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on oil, and to provide procedures for removing such

bar in appropriate cases.

(3) ADDITIONAL REGULATIONS I'OR SUBSECTION
(b) .—In addition to the regulations referred to in para-
graph ~ (2); the regulations promulgated under this
seetion shall include provisions—

(A) to ensure that small refiners and indepeng-
ent marketers applying for import licenses under
subsection (b) are bona fide refiners or bona fide
marketers who have established distribution chan-
nels, and

(B) to limit import licenses under subsection
(b) to such additional amounts of petroleum or any
petrolewm product as may be necessary to ensure
that—

(i) any small refiner can operate his re-

finerics at capacity; and
(ii) any independent marketer can ade-
quately supply his regular distribition channels.
(d) PresipENT MAY REQUIRE USER OF IMPORT LI-
ceNsts To Repory COUNTRY OF ORIGIN,—If the President
finds such action to be necessary or appropriate to the
hational interest, the President may require each person
importing petroleum or a petroleum product into the United

States under an import license issued pursuant to this section



R W N

© W O O,

10
11
12

13
14

16
17
18

27

to report to the Deputy Administrator for Petroleum Import
Licensing the foreign country of which such petroleum or
petroleum product is a product.

(e) RerINERS LOCATED IN THE PoOssEssioxs, Erc.—
The President_shall take such steps as may be necessary to
ensure that refineries located in the territories and possessions
of the United States and foreign trade zones of the United
Stglt; ~ﬁr‘ill participate in all appropriate aspects of the
provisions of this title upon terms not less favorable than
those accorded to refineries and importers of petroleum
products located in the customs territory of the United States.
Nothing in this subsection shall be treated as removing any
quantitative restriction or duty imposed by or pursnant to
this title.

PART II—DUTIES
SEC. 121. RATES OF DUTY ON OIL.

(a) StartvTory RaTEs or Dury.—Iflective with
respect to articles entered or withdrawn from warchouse for
consumption on or after the 60th day after the date of the
enactment of this Act—

(1) the rate of duty with respect to petroleum
shall be 2 percent ad valorem; and

(2) the rate of duty with respect to any petroleum
product described in section 133 (a) (3) shall be 5 per-

cent ad valorem.
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Such rates of duty shall replace the rates of duty heretofore
provided by, or pursuant to, law,

(b) AvrHoRITY To Ansust RaTES 07 DuTy.—~Sub-
ject’t}) the limitations set forth in subsections (¢) and (d),
the President may make, from time to time, such adjustments
in the rates of duty established hy subsection (a), and in the
rates of duty resulting from adjustment under this subsection,
as he finds are necessary to carry out the purposes of this Act
in the light of overall considerations of the national interest;
except that the DPresident may not make any adjustment
under this subsection before the close of the 2-year period
beginning on the date of the enactment of this Act which
results in a rate of duty of more than 5 percent ad valorem on
any distillate fuel oil or residual fuel oil {provided for in item
475.05 or 475.10 of the Tariff Schedules of the United
States) imported for use as fuel (other than for the propul-
sion of motor vehicles).

(c) LIMITATIONS ON ADJUSTMENTS.—No adjustment
made under subsection {b) to any rate of duty may result in
a rate of duty which—

| (1) is more than the higher of 10 percent ad
valorem or $1 a barrel, or
(2) is less than 2 percent ad valorem.
(d) ApyusTMENTS INCREASING BATES OF DuTY.—

(1) SUBMISSION OF ANY PROPOSED INCREASE IN
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1 DUTY TO THE CONGRESS.~—The President shall transmit
2 to the House of Representatives and to the Senate on
3 the same day, and to each House while it is in session, a
4 document setting forth any adjustment which he pro-
5 poses to make under subsection (b) which increases any
6 rate of duty.
7 (2) TAKING EFFECT OF ANY SUCH INCREASE.—No
8 adjustment proposed to be made under subsection (b)
9 which increases any rate of duty may take effect sooner
10 than the close of the 60th day after the day on which the
11 document relating to such adjustment is delivered to
12 Congress under paragraph (1).
13 (e) PROCLAIMING OF ADJUSTMENTS 10 RATES OF
14 Dury.—Subject to the provisions of section (d), the Presi-
15 dent shall proclaim any adjustment to any rate of duty made
16 by him under subsection (b).
17 (f) CoorpiNaTION WiTH OTHER LAWS.—
18 (1) (A) Section 232 (b) of the Trade Expansion
19 Act of 1962 (relating to national security) "is amended
20 by adding at the end thereof the following new sentence:
21 “Nothing in this subscction shall be deemed to authorize the
22 President, after the date of the enactment of this sentence, to
23 adjust imports of petroleum and petroleum products; except
24 that the President may adjust imports of petroleum and
25 petroleum products during any period in which—

55-583 {Pt, 1) O =75 -3



© 00 =3 O O W W N -

[ S G Y
N = O

—
- W

_ e e
o =1 O O«

19
20
21
22
23
24

30

“(1) the Congress declares war,

“(2) United States Armed Forces afe introduced
into hostilities pursuant to specific statutory authoriza-
tion,

““(3) a national emergency is created by attack upon
the United States, its territories or possessions, or its
Armed Forces, or

“(4) United States Armed Forces are introduced
into such hostilities, situations, or places, or-are enlarged
in any foreign nation, under circumstances which requjre
a report by the President to the Congress pursuant to
section 4 (a) of the War Powers Resolution (50 U.S.C.
1453 (a) ),

but any adjustment made pursuant to this exception shall not
apply with respect to articles entered or withdrawn. from
warehouse for consumption on or after the 60th day after the
closing date of the hostilities concerned.”

(B) Effective with respect-to articles entered or
withdrawn from warehouse for consumption on or after
the 60th day after the date of the enactment of this Act,
no adjustment action taken under section 232 (b)  of the
Trade Expansion Act of 1962 before such date of enact-
ment shall have any force or effect with respect to

petroleum or any petroleum product.

I3
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(2) Section 101 of the Trade Act of 1974 shall not
apply to any rate of duty established by, or to any adjust-
ment of any rate of duty made under, this section.

(8) Petroleum and petroleum products shall not be
designated by the President as eligible articles for pur-
poses of title V of the Trade Act of 1974.

PART III—-ADMINISTRATIVE AND MISCELLANE-
OUS PROVISIONS
SEC. 131. IMPORT RESTRICTIONS AND RATES OF DUTY TO
BE REFLECTED IN THE TARIFF SCHEDULES
OF THE UNITED STATES.

The President shall by proclamation establish a new part
4 in the Appendix of the Tariff Schedules of the United
States (19 U.S.C. 1202) and shall reflect therein any quan-
titative restriction established by part I and any rate of duty
established by part II and any modification of any quantita-
tive restriction and adjustment to any rate of duty made by
him under part I or IT,

SEC. 132. ANNUAL REPORTS.

On or before March 15, 1976, and on or before March 15
of each year thereafter, the President shall make a full and
complete report to the Congress on the operation of this Act.
Each such report shall include full and complete information

with respect to the economies in the domestic consumption of
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oil which have been effectuated, the increases in do_mestic
production of oil which have taken place, the factors taken
into account in making any modification under subsection
(b) or {c) of section 111, and any other information which
may be appropriate in assessing the way in which the pro-
visions of this Act are being administered.

SEC. 133. DEFINITIONS.

(a) In GENERAL.—For purposes of this title—

(1) The term “oil” means petroleum and petroleum
products.

(2) The term “petroleum” means crude petroleum
provided for in item 475.05 or 475.10 of the Tariff
Schedules of the United States.

(3) The term “petroleum product” means any arti-
cle provided for in part 10 of schedule 4 of the Tariff
Schedules of the United States, other than petroleum,
natural gas provided for under item 475.15, greases pro-
vided for under item 475.55 or 475.60, and mixtures of
hydrocarbons in other than liquid form provided for
under item 475.70.

(b) ADDITIONAL ARTICLES MAY BE TREATED AsS

22 PETROLEUM PRODUCTS FOR PURPOSES OF QUANTITATIVE

23 REeSTRICTIONS.—For purposes of this title (other than sec-

24 tion 121), the term “‘petroleum products” may include, but
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only if the President proclaims such inclusion to be necessary
to carry out the purposes of this Act, one or more of the
following articles:

(1) Coal tar articles (benzene, cumene, tolucne,
and xylene) provided for under item 401.10, 401.26,
401.72, or 401.74 of such Schedules.

(2) Mixtures, consisting wholly of two or more of
the coal tar articles referred to in paragraph (1), pro-
vided for under item 401.80.

(3) Hydrocarbons provided for under item 429.50
or 429.52.

PART IV—OFFICE OF PETROLEUM IMPORT
LICENSING
SEC. 141. ®STABLISHMENT OF OFFICE.
(a) IN GeENERAL.—There is hereby established within
the Federal Energy Administration the Office of Petroleum

. Import Licensing (hereinafter in this title referred to as the

“Office”) .

(b) ApMINISTRATION.—The Office shall be headed by
a Deputy Administrator for Petroleum Import Licensing
(hercinafter in this title referred to as the “Deputy Admin-
istrator’’) who, in the performance of his duties under this
title, shall be under the supervision of the Administrator of

the Federal Energy Administration.
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SEC. 142. FUNCTIONS OF THE DEPUTY ADMINISTRATOR.,

The Deputy Administrator shall administer the import
licensing system established under section 112.

SEC. 143. CONFORMING AMENDMENT.

Section 4 (¢) of the Federal Energy Administration Act
of 1974 is amended to read as follows:

““(c) There shall be in the Administration three Deputy
Administrators (one of whom shall be the Deputy Adminis-
trator for Petroleumm Tmport Licensing), who shall be
appointed by the President, by and with the advice and
consent of the Senate, and who shall receive cun(ponsa-
tion at the rate prescribed for offices and positions at level IIT

of the Executive Schedule (5 U.S.C. 5314).”

TITLE II—OTHER ENERGY CON-
SERVATION PROGRAMS
PART I—AUTOMOBILE-FUEL MILEAGE
SEC. 211. DEFINITIONS.

(a) Asused in this part:
(1) The term “INPA Administrator” means the

Administrator of the Environmental Protection Agency.
(2) The term “automobile” means a four-wheeled

vehicle propelled by fuel which is manufactured primar-

ily for use on public streets, roads, and highways
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(except any vehicle operated exclusively on a rail or
rails), and which is rated at ten thousand pounds gross
vehicle weight or less.

(3) The term “passenger automobile” means any
automobile which has as its primary intended function
the transportation of not more than ten individuals.

(4) The term “light-duty truck and multipurpose
passenger vehicle” means any automobile which is not
a passenger automobile.

(5) The term “average fuel economy” (except for
purposes of section 212 (a) (4) of this Act) means (A)
the total number of passenger automobiles manufactured
in a given model year by a manufacturer (including all
passenger automobiles manufactured by persons who con-
trol, or are controlled by or under common control with
such manufacturer, but excluding any passenger auto-
mobile exported in the model year) divided by (B) a
sum of terms, each term of which is a fraction created
by dividing—

(i) the number of passenger automobiles of a
given model type manufactured in such model
year by

(ii) the fuel economy measured for such model
type rounded to the nearest mile per gallon, as

determined by the EPA Administrator.
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(6) The term “dealer” means any person engaged
in the business of selling new automobiles to purchasers
who buy for purposes other than resale.

(7) The term “fuel” means any liquid or gaseous
fuel.

(8) The term “fuel economy” refers to the average
number of miles traveled by an automobile per gallon of
fuel consumed, as determined by the EPA Administrator
in accordance with test procedures established under sec-
tion 212 (d) of this Act.

(9) The term “manufacturer” means any person
engaged in the manufacture, assembly, or importation
of automobiles.

(10) The term “to manufacture” (except for pur-
poses of section 212 (a) (2) of this Act) means to manu-
facture in the United States or to import into the United
States.

(11) The term “model type” means a particular
class of automobile, as defined by the EPA Adminis-
trator.

(12) The term “model \year” with reference to
any specific calendar year means the manufacturer’s an-
nual production period (as determined by the EPA
Administrator) which includes January 1 of such calen-

dar year. If the manufacturer has no annual production
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period, the term “model year” shall mean the calendar

year.

(13) The term ‘“‘Secretary” means the Seccretary
of Transportation.

(h) (1) In calculating the average fuel economy under
subseetion (a) (5), the EPA Administrator shall separate
the total passenger automobiles manufactured by a manu-
facturer into two categorics:

() Tassenger automobiles domestically manu-
factured by such manufacturer.
(B) Passenger automobiles not domestically manu-
factured by such manufacturer.
The EPA Administrator shall calculate the average fuel
economy of each such separate category and each category

shall be treated as manufactured by a separate manufacturer

" for purposes of this part.

(2) Tor purposes of this subsection, an automobile

shall be considered domestically manufactured if at least 75

. percent of the cost to the manufacturer of such automobile is

attributable to value added in the United States or Canada,
unless the assembly of such automobile is completed in
Cunada and such automobile is not imported into the United
States prior to the expiration of 30 days after the end of such

model year.
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SEC. 212. AVERAGE FUEL ECONOMY STANDARDS APPLI-
CABLE TO EACH MANUFACTURER.

(a) (1) Except as otherwise provided in paragraph (2)
and in subsection (b) (3) (B), the average fuel economy for
all passenger automobiles manufactured by any manufac-
turer in any model year aiter model year 1977 shall not be
less than the number of miles per gallon determined under

the following table:

Average fuel economy (in miles per

Model year: gallon)

1078 e 18.5.

1979 e 19.5

1980 e 20.5.

1081 o Determined by Secretary under
subsection (b).

1982 oo e Determined by Secretary under
subsection (b).

1988 - e e Determined by Secretary under
subsection (b).

1984 e Determined by Secretary under
subsection (b).

1985 or thereafter._________._____ 28.0.

(2)- On application of a manufacturer, who manufac-
tured (whether or not in the United States) fewer than ten
thousand automobiles in the second model year preceding
the model year for which the application is made, the Sce-
retary may by rule exempt such manufacturer from para-
graph (1). Such exemption may only be granted if (A)
such exemption will not significantly detract from the pur-
poses of this part, and (B) such exemption is necessary to

avoid an unreasonable burden on such manufacturer. Simul-
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taneously with the issuance of any such exemptions, the
Sccretary shall establish alternative average fucl economy
standards for such manufacturer which shall represent the
maximum feasible level of fuel economy for such manufac-
turer. In determining the number of automobiles manufac-
tured by a manufacturer for purposes of this paragraph, there
shall be included all automobiles manufactured by persons
who control, are controlled by, or are under common con-
trol with such manufacturer.

(3) Beginning in 1977, the Sceretary shall review, not
later than January 1 of each calendar year, standards pro-
mulgated pursuant to this part which will take effect in
future model years and shall publish the results of such re-
view in the Federal Register and shall send such review to
the members of the Commerce Committees of the Senate
and House of Representatives. The review required to be
published by January 1, 1979, and sent to the Congress
shall include a comprehensive analysis of the program re-
quired by this part. Such analysis shall include an assessment
of the ability of the Nation to meet the average fuel economy
requirements for 1985 as specified in subsection (a) (1) of
this section, and any legislative recommendations the Sec-
retary might have for improving the program required by
this part.

(4) The Secretary shall, by rnle, prescribe average
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fuel economy standards for all light-duty trucks and multi-
purpose passenger vehicles manufactured by any manufac-
turer in any model year after model year 1977, Such a rule
may provide for separate standards for different classes of
such trucks and vehicles and shall be based upon the maxi-
mum feasible average fuel cconomy level which the Secretary
determines manufacturers of light-duty trucks and multipur-
pose passenger vehicles or classes thereof are able to achieve
in cach model year after year 1977.

(b) (1) Not later than July 1, 1977, the Secretary
shall establish, by rule, average fuel economy standards for
new automobiles manufactured in model years 1981 through
1984. The standards, which shall be—equally applicable to

cach manufacturer, shall be set for each such model year at a

e

level which the Secretary determines is the maximum feasi-
ble level and shall be promulgated in a manner which will
result in steady progress toward meeting an average fuel
economy level of 28 miles per gallon for model year 1985.

(2) Any standard prescribed under paragraph (1),
and any amendment prescribed under paragraph (3), shall
be promulgated not later than 18 morths prior to the begin-
ning of the model years to which such standard or amend-
ment will apply.

(3) (A) The Secretary may, from time to time, upon

the basis of new information, amend any average fuel econ-
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omy performance standard established under paragraph (1),
except that no such amendment, modification, or revision
may reduce the standard for average fuel economy below
that necessary to meet the model year 1980 average fuel
economy level specified in subsection (a) (1).

~ (B) If in the course of preparing the ;ex'ie\\' required
to be published on January 1, 1979, pursuant to subsection
(a) (3) of this section, the Secretary finds that the model
year 1985 average fuel economy level specified in subsection
(a) (1) should be modified because such level cannot reason-
ably be attained or because a higher level may reasonably he
attained, the Secretary may by rule modify such level, to a
level that represents the maximum feasible average fucl
economy level. The Secretary shall transmit to the Congress
notice of the establishment of such modified level. Such
modified level shall take effect 60 days on the date or dates
specified in such notice, but not sooner than the end of the
first period of fiftecen calendar days of confiriuous session of
Congress (within the meaning of section 906 (b) of title 5,
United States Code) after the date on which such ameund-
ment is transmitted to it; except that such an amendment
shall not take effect if, between the date of transmittal and

the end of such fifteen-day period, either House passes a

‘resolution of that House, the matter after the resolving clause

of which is as follows: “That the: does not
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favor the modification of the average fuel economy standard,
transmitted to the Congress by the President on O
19 .”, the first blank spaée therein being filled with the
name of the resolving House and the other blank spaces
therein being appropriately-filled.

(C) Section 908 and sections 910 through 913 of
title 5, United States Code, shall apply to any resolution
described in subparagraph (B), and for purposes of con-
sideration of a resolution under this paragraph, the twenty
calendar days specified in section 911 of title 5, United States
Code, shall be shortened to five calendar days, any reference
to a resolution under section 908 and sections 910 through
913 of title 5, United States Code, shall be deemed a ref-
erence to a resolution described in subparagraph (B), and
any reference to a reorganization plan shall be deemed a ref-
erence to an amendment to which this paragraph applies.

(4) For purposcs of this subsection, in determining the
maximum feasible average fuel economy, the Secretary shall
consider: ]

(A) technological feasibility;

(B) economic practicality ;

(C) relationship to other Federal motor vehicle
standards (except as otherwise provided in subscction

(c) (4)) ;and

(D) the purposes of this Act.
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(c) (1) If the Secretary (after consultation with the
EPA Administrator) determines under paragraph (3) that
in any model year there will be an emission standards
penalty, he shall adjust the fuel economy rate applicable to
such year by subtracting a number of miles per gallon
(rounded off to the nearest tenth of a mile per gallon) equal
to the amount of such penalty.

(2) For purposes of this subsection:

(A) The term “emission standards penalty” means
the number of miles per gallon which the Secretary
determines is equal to (i) the average fuel economy
which all passenger automobiles sold in a model year
would achieve, if such automobiles were subject only to
the 1975 emission standards, less (ii) the average fuel
economy which all such automobiles are likely to achieve
while meeting the emission standards actually applicable
to such automobiles.

(B) The term “1975 emission standards” means
the following standards:

(i) For hydrocarbons, 1.5 grams per mile,
(ii)) Ior carbon monoxide, 15 grams pér mile.
(iii) For oxides of nitrogen, 3.1 grams per mile.

(C) The term “fuel economy rate” means the rate

under subsection (a) (1), as such rate may be modified

under subsection (b).
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(3) The Seccretary shall commence a proceeding with
respect to a determination under paragraph (1) on petition
of any manufacturer. Such a petition may be filed only within
the 18-month period preceding the beginning of the model
year to which it relates. The Secretary shall allow interested
persons an opportunity for oral as well as written presenta-
tions of data, &iews, and arguments. He shall render a deci-
sion in any such proceeding within 60 days after the filing of
the petition.

(4) The Secretary may not make any modification of
fuel economy rates to take account of any decrease in fuel
economy associated with emissions standards except in ac-
cordance with this subsection.

(d) (1) Compliance by a manufacturer with subsection
(a) shall be determined by the EPA Administrator (in
accordance with test procedures established by the EPA
Administrator by rule) —

(A) Dby calculating for purposes of subsection (a)

(1) the average fuel economy of all passenger auto-

mobiles manufactured by such manufacturer during such

model year, and
(B) by calculating for purposes of subsection (a)
(4) the fuel economy of all light duty trucks and multi-

purpose passenger vehicles (or each class thereof, as



45

may be appropriate) manufactured by such manufac-
turer in such model year.
Test procedures so established shall be the procedures utilized
by the EPA Administrator for model year 1975 (weighted
55 percent urban cycle, and 45 percent highway cycle) or

o v o W N M

procedures which yield comparable results. Such procedures,

-

to the extent practicable, shall require that fuel economy
g tests be conducted in conjunction with emissions test con-
9 ducted under section 206 of the Clean Air Act (42 U.S.C.
10 1875f-5). The EPA Administrator shall report the findings
11 of such compliance determinations to the Secretary.

12 (2) In determining whether a manufacturer has com-
13 plied with subsection (a)—

14 (A) if the average fuel economy of a manufacturer

15 is less than 0.5 miles per gallon less than the applicable

16 standard under subsection (a), the manufacturer shall
17 be deemed to have complied with subsection (a), and
18 (B) if the average fuel economy of a manufacturer
19 exceeds the applicable standard under subsection (a) for

20 a model year by more than 0.5 miles per gallon—

21 (1) he may carry back such excess to the pre-
29 ceding model year to the extent that his average fuel
23 economy was more than 0.5 miles per gallon less
24 than the applicable standard for such preceding

25 year, and

55-583 (Pt, 1) O - 75 =4
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(ii) to the extent such excess was not carried
back to the preceding year, he may carry forward
the excess to the year succeeding the year of the
excess.

The Secretary shall prescribe rules to carry out this sub-
section. To the extent that a carryback under clause (i)
reduces a manufacturer’s liability for a civil penalty paid
under section 216, the Secretary shall refund to such manu-
factuarer an amount equal to the amount of such reduction.

(e) (1) Any person who may be adversely affected by
any rule promulgated under this section may at any.time
prior to 60 days after such rule is promulgated file a petition
in the United States Court of Appeals for the District of
Columbia, or any circuit wherein such person resides or has
his or her principal place of business, for judicial review of
such rule. A copy of the petition shall be forthwith trans-
mitted by the clerk of such court to the officer who preseribed
the rule. Such officer shall thereupon cause to be filed in such
court the record of the proceedings upon which the rule which
is under review was based, as provided in section 2112 of
title 28, United States Code. Upon the filing of such petition,
the court shall have jurisdiction to review the rule in accord-
ance with chapter 7 of title 5, United States Code, and to

grant appropriate relief as provided in such chapter.
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(2) If the petitioner applies to the court for leave to
adduce additional evidence, and shows to the satisfaction of
the court that such additional evidence is material and that
there were reasonable grounds for the failure to adduee sueh
evidence in the proceeding before the officer who preseribed

the rule, the court may order such additional evidence (and

evidence in rebuttal thercof) to be taken before such- officer,

and he adduced in a hearing, in such manner and upon such
terms and conditions as the court may deem proper. Such
officer may modify any carlier finding as to the facts, or
make new findings, by reason of the additional evidence so
taken, and shall file such modified or new f{indings, and rec-
ommendations, if any, for the modification or setting aside
of the previously promulgated rule, with the return of such
additional evidence.

(3) The judgment of the court affirming or. sctting
aside, in whole or in part, any such rule of the officer who
prescribed the rule shall be final, subject to review by the
Supreme Court of the United States upon certiorari or certifi-
cation as provided in section 1254 of title 28, United States
Code.

(4) The remedies provided for in this section shall be
in addition to and not in lieu of any other remedies praovided
by law.

(f) (1) The Seceretary shall preseribe regulations requir-
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ing cach manufacturer to submit a report to the Secretary
during the 30-day period preceding the beginning of each
model year, and during the 30-day period beginning on
the 180th day of each model year. Each such report shall
contain a statement as to whether such manufacturer will
comply with applicable requirements under subsection (a) ;
a plan which describes the steps the manufacturer intends
to take in order to comply with such requirements; and such
other matter as the Secretary may require.

(2) Whenever a manufacturer determmines that a plan
submitted under paragraph (1) which he stated was saf-
ficient to insure compliance with applicable requirements is
not sufficient to insure such compliance, he shall submit a
report containing a revised plan which specifies any addi-
tional measures which he intends to take in order to comply
with such requirements, and a statement as to whether such
plan is sufficient ‘o insur: such compliance.-

SEC. 213. DUTIES AND PGWERS OF THE SECRETARY AND
ADMINISTRATOR.

(a) (1) For *he purpose of carrying out the pro-
visions of this part, the Secretary or the KPA Administra-
tor, or their duly designated agents, may hold such hear-
ings, take such testimony, sit and act at such times and
places, administer such oaths, and require, by subpena or

otherwise, the attendance and testimony of such witnesses
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1 and the production of such books, papers, correspondence,
2 memorandums, contracts, agrecments, or other records as
3 the Sccretary, EPA Administrator, or such agents deem
4 advisable. The Secretary, EPA Administrator, or their duly
5 designated agents, shall at all reasonable times have access
6 to, and for the purpose of examination, the right to copy any-
7 documentary evidence of any person having materials or
8 information relevant to any function of the Secretary or
9 EPA Administrator under this part. The Secretary or EPA
10 Administrator is authorized to require, by general or special
11 orders, any person to file, in such form as the Secretary or
12 EPA Administrator may prescribe, reports or answers in
13 writing to specific questions relating to any function of the
14+ Secretary or EPA Administrator under this part. Such
15  reports and answers shall be made under oath or otherwise,
16 and shall be filed with the Secretary or EPA Administrator
17 within such reasonable period as he may prescribe.

18. . {2) The district courts of the United States for a judi-
19 cial distriet in the jurisdiction of which an inquiry is carricd
20 _on may, in the case of contumacy or refusal to obey a duly
21 authorized subpena or order of the Secretary, the EPA Ad-
22  ministrator, or their dl.lly designated agents, issued under
23 paragraph (1) of this subsection, issue an order requiring

24 compliance with such subpena or order. Any failure to obey
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such an order of the court may be punished by such court
as a contempt thereof.

(3) Witnesses summoned pursuant to this subsection
shall be paid the same fees and mileage that are paid wit-
nesses in the courts of the United States.

(b) (1) Every manufacturer of automobiles shall estab-
lish and maintain such records, make such reports, conduct
such tests, and provide such items and information as the
Secretary or EPA Administrator may reasonably require to
enable the Secretary or EPA Administrator to carry out
their duties under this part and under any rules or regula-
tions promulgated pursuant to this part, Such manufacturer
shall, upon ;‘equest of a duly designated agent of the Scc-
retary or EPA Administrator, permit such agent to inspect
finished automobiles and appropriate books, papers, records,
and documents. Such manufacturer shall make available all
of such items and information in accordance with such
reasonable rules as the Sccretary or EPA Administrator may
prescribe.

(2) The district courts of the United States for a judi-
cial district in which an inspection is carried out or requested
may, if a manufacturer of automobiles refuses to accede to
any reasonable requirement or request, issued or made under

paragraph (1) of this subsection, issue an order requiring
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compliance with such requirement or rc(pwsﬂ Any failure to
obey such an order of the court may be punished by such
court as a contempt thereof. »

(¢) (1) Except as provided in pamgfnph (2), the
Secretary or EPA Administrator shall disclose information
obtained under this part to the public in accordance with sec-
tion 552 of title 5, United States Code, ex_copt that infor-
mation may’be withheld from disclosure on the gmund’s
specified in subsection () (4) of such section only if it
contains a trade secret which if disclosed 'wmﬂd__résult in
significant competitive damage.

(2) Information contained in a report submitted under
seetion 212 (f), disclosure of which the Secretary determines
may cause significant competitive damage, may not he dis-
closed until after the close of the model year to which such
report relates; except (A) in a proceeding under section 212
(h) (1), (b) (3),0r () ; (B) to duly authorized officers or
employees of the United States; or (C) to committees of
Congress.

SEC. 214. LABELING AND ADVERTISI-NG.

(a) (1) 'Beginning no later than 90 days after the date
of enactment of this Act, each manufacturer shall cause to
be affixed and each dealer shall cause to he maintained on
each new automobile, in a prominent place, a sticker indi-

cating the fuel cgonomy which a prospective purchaser can
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expect from such automobile, representative average annual
fuel costs associated with the operation of such antomobile,
and the range of fuel economy performance of antomaohiles
of similar size and weight (as determined hy the IIPA
Administrator}. If the fuel economy of an automobile manu-
factured in a model year is less than the miles per gallon
level specified in the average fuel economy standard specified
By' rule under section 212 (a} (1) of this Act, such sticker
shall disclose that such automobile’s fuel economy is less
than the Federal standard for average fuel economy. Such
sticker shall include a written statement that written in-
formation respecting the fuel economy of other automobhiles
manufactured in such model year is available from the dealer
in a simple and readily understandable form in order to
facilitate comparison among the various model types. The
form and content of such sticker shall he prescribed by the

EPA Administrator by rule, after consultation with the

:Federal Trade Commission and the Secretary.

(2) The EPA Administrator, not later than I'cb-
ruary 1, 1976, shall by rule establish procedures requiring
dealers to make available to prospective purchasers informa-
tion compiled by the EPA Administrator under paragraph
(1).

(b) Section 3 of the Automobile Information Disclo-

sure Act (15 US.C. 1232) is amended by striking out in
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the first paragraph “disclosing the following information con-
cerning’’ and inserting in lieu thercof “disclosing the informa-
tion required by section 214 (a) of the Energy Conservation
and Conversion Act of 1975, together with the following
infermation concerning”.
SEC. 215. PROHIBITED CONDUCT.
The following conduct is prohibited:
(1) the failure to comply with any requirement
of section 212 (a) of this Act;
(2) the failure to comply with any provision of
this part (other than section 212 (a) of this Act) or
any standard, rule, regulation, or order issued pursnant
to such a provision;
(3) the failure to provide information as required
in accordance with this part;
(4) the failme to permit inspection pursuant to
this part; and
(5) the failure to comply with any requirement
under section 214 (a) (2) of this Act.
SI.EC. 216. CIVIL PENALTY.

() (1) It through tesiing, inspection, investigation, or
research carried out pursnant to this Act, or otherwise, the
Seeretary determines that any maunufacturer has not com-

plied with any requirement of seetion 212 of this Aet, he

shall immediately notify such nanufacturer and shall publish
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notice of such determination in the Federal Register. The
notification to the manufacturer shall include all information
upon which the determination of the Secretary is based. Such
notification (including such information) shall be available
to any interested person. The Secretary shall afford such
manufacturer an opportunity to present data, views,
and arguments to establish that there is no violation of
section 212 and shall afford other interested persons an-
opportunity to present data, views, and arguments respecting
the determinations of the Secretary.

(2) If, after such presentations by the manufacturer
and interested persons, the Secretary determines that such
manufacturer has not complied with any requirement under
section 212 of this Act, the Secretary shall assess the penal-
ties provided for under subsection (b).

(b) (1) (A) Any manufacturer who the Secretary de-
termines under subsection (a) to have violated a provision of
section 212 (a) (1) of this Act, shall be liable to the United
States for a civil penalty equal to (i) $5.00 for each tenth
of a mile per gallon by which the average fuel cconomy of
the automobile manufactured by such manufacturer during
such model year is exceeded by the applicable average fucl
cconomy standard established under section 212 (a) (1) of
this Act, multiplied hy (ii) the total number of automobiles

manufactured by such manufacturer during such model year,
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1. Such penalty shall be assessed by the Secretary and colléctell
2 in a civil action brought by the Attorney General. - - K
3 (B) Any fuel economy measurement for purposes of
4 paragraph (A) shall be rounded off to the nearest one-tenth
£ gallon (in accordance with rules of the EPA Administrator).
6 (2) Any person who the Secretary determines after op-
7 portunity for presentation of data, views, and arguments to
8 have violated a provision of section 215 of this -Act, other
9 than paragraph (1) thereof, shall he liable to the United
10 States for a civil penalty of not more than $10,000 for each’
11 violation; each day of a continuing violation constituting a
12 separate violation.
13 (3) The ainount of such eivil penalty shall he assessed
14 by the Sceretary hy written notice, The Secretary shall have
_15 _the discretion to eompromise, modify, or remit, with.or with-
16 out conditions, any civil penalty assessed'against a manu-
17 facturer only to the extent {A) nceessary to prevent the
18 insolvency or bankruptcy of such manufacturer, or (B) such
19 manufacturer shows that noncompliance resulted from an
20 act of God, a strike, or a fire.
21 SEC. 217. RELATIONSHIP TO STATE LAW.
22 After the effective date of any standard issued or effec-
23 tive under this part relating to fuel economy peiformance
24 standards for any automobile or to fuel economy labeling or
25 advertising of any new automobile, no State or political sub-
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divizion thereof may adopt or enforce any law or regulation
relating to such matters which is applicable to such auto-
mobile, unless such law or regulation is identical to a stand-
ard under this part. o
PART II—INTERCITY BUSES, RADIAL TIRES, AND
REREFINED OIL
SEC. 221, REPEAL OF EXCISE TAX ON BUSES USED IN
INTERCITY PUBLIC TRANSPORTATION.
(a) GENERAL RULE.~—Paragraph (6) of section 4063
(relating to exemption from excise tax for local transit buses)
is amended to read as follows:

“(6) PuBLIC TRANSPORTATION BUSES.—The tax
imposed under section 4061 (a) shall not apply in the
case of automobile bus chassis or automobile bus bodies
which are to be used predominantly by the purchaser in
public passenger transportation service.”

(b) EFFECTIVE DATE.—

(1) I~n GENERAL.—The amendment made by sub-
section (a) shall apply with respect to articles sold on-
or after the date of the enactment of this Act.

(2) WaEN soLp.—For purposes of paragraph (1),
an article shall not be considered sold before the date
of the enactment of this Act unless possession or right

to possession passes to the purchaser before such date,
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(3) TRANSITIONAL RULE FOR LEASES, INSTALL-
MENT CONTRACTS, ETC.—In the case of— N

(A) a lease,

(B) a contract for the sale of an article where
it is provided that the price shall be paid by in-
stallments and title to the article sold does not pass
until a future date notwithstanding partial payment
by installments,

(C) a conditional sale, or

(D) a chattel mortgage arrangement wherein
it is provided that the sale price shall be paid in
installments,

entcred into before the date of the enactment of this
Act, payments made on or after such date with respect
to the article leased or sold shall, for purposes of para-
graph (1), be considerced as payments made with re-
spect to an article sold on or after such date, if the
lessor or vendor establishes that the amount of payments
payable on or after such date with respect to such
article has been reduced by an amount equal to that
portion of the tax applicable with r-espect to the lease
or sale of such article which is due and payable on or
after such date. If the lessor or vendor does not establish

that the payments have been so reduced, they shall be
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treated as payments made with respect to an article

sold before the date of the enactment of this Act.
SEC. 222, REPEAL OF EXCISE TAX ON RADIAL TIRES.

(a) REPEAL OF TAX oN NEw Rapian Tires.—Section
4073 (relating to exemptions from tax on tires and tubes) is
amended by adding at the end thereof the following new
subsection:

“(d) RapiaL Tires.—The taz; imposed by section
4071 shall not apply to radial tires.”

(b} RereaL oF TAx oN Treap RumBer Usep To
ReETREAD OR RECAP RADIAL TiRES.—Subsection (c) of
section 4073 (relating to exemption from tax on tread
rubber in certain cases) is amended by striking out ‘“such
person” and all that follows and inserting in lieu thereof the
following: ‘“‘such person—

““(1) in the recapping or retreading of radial tires,
or

“(2) otherwise than in the recapping or retread-
ing of tires of the types used on highway vehicles.”

(c) DEFINITION OF RADIAL TIRE.—Section 4072 (re-
lating to definitions) is amended by adding at the end there-
of the following new subsection:

“(d) Rap1AL TirRe.—For purposes of this part, the

term ‘radial tire’ means a tire of the type used on highway
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vehicles in which the ply cords which extend to the beads
of such tire are laid at substantially 90 degrees to the center
line of the tire’s tread.”

(d) TEcONICAL AMENDMENT.—Subparagraph (L) of
section 6416 (b) (2) (relating to specified uses and resales)
is amended to read as follows:

“(L) in the case of tread rubber in respect of

which tax was paid under section 4071 (a) (4),

used or sold for use (i) in recapping or retreading

radial tires (as defined in section 4072 (d) ) or (ii)

“otherwise than in the recapping or retreading of
tires of the type used on highway vehicles (as de-
fined in section 4072 (c) ), unless credit or refund of

such tax is allowable under subscction (b) (3);".
(e) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by this
section shall apply with respect to sales of radial tires
(as defined in section 4072 (d) of the Internal Revenue
Code of 1954), and tre«: rubber (as defined in section
4072 (b) of such Code), after March 17, 1975.

(2) FLOOR STOCKS REFUNDS.—Section 6412 (a)
(relating to floor stocks refunds) is amended by insert-
ing immediately before paragraph (2) the following
new paragraph:

“(1) Rapian TIRES.—Where before March 18,
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1975, any radial tire (as defined in section 4072 (d))
subject to the tax imposed by section 4071 (a) has been
sold by: the manufacturer, producer, or importer and on
such date is held by a dealer and has not been used and

is intended for sale, there shall be credited or refunded

-+ (without interest) to the manufacturer, producer, or

- importer an amount equal to the tax paid by such manu-
facturer, producer, or importer on his sale of such tire if
.-, claim for such credit or refund is filed with the Secretary
or his delegate on or before December 31, 1975, based
upon a request submitted to the manufacturer, producer,

+ . or importer before October 1, 1975, by the dealer who
held such tire in respect of which the credit or refund is

© claimed, and, on or before December 31, 1975, reim-
bursement has been made to such dealer by such manu-

- facturer, producer, or importer for the tax on such tire or
written consent has been obtained from such dealer to

.allowance of such credit or refund.”

‘SEC. 223. REREFINED LUBRICATING OIL.

,+(a) IN GENERAL.—Section 4093 (relating to exemp-
tion of sales to producers) is amended to read as follows:
“SEC. 4093. EXEMPTIONS.

‘“‘(a) SALES To MANUFACTURERS OR PRODUCERS FOR
RESALE.—Under regulations prescribed by the Secretary or

his delegate, no tax shall be imposed by section 4091 on
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lubricating oils sold to a manufacturer or producer of lubri-

2 cating oils for resale by him.
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“(b) Usk IN PRODUCING REREFINED O1L.—

“(1) SALES TO REREFINERS.-—Under regulations
prescribed by the Sccretary or his delegate, no tax shall
be imposed by section 4091 on lubricating oil sold for
use in mixing with used or waste lubricating oil which
has been cleaned, renovated, or rerefined. Any person
to whom lubricating oil is sold tax-free under this para-
graph shall be treated as the producer of such lubricat-
ing oil, '

“(2) USE IN PRODUCING REREFINED 0OIL.—Under
regulations prescribed by the Secretary or his delegate,
no tax shall be imposed by section 4091 on lubricating
oil used in producing rerefined oil to the extent that the
amount of such lubricating oil does not exceed 55 per-
cent of such rerefined oil.

“(3) RERFFINED OIL DEFINED.—For purposes of
this subsection, the term ‘rerefined oil’ means oil 25
percent or more of which is used or waste lubricating
oil which has been cleaned, renovated, or rerefined.”

(b) CONFORMING AMENDMENT.—Section 4092 (a) is

amended by striking out “4093” and inserting in licu thereof

“4093 (a)”.

(¢) CuericAL, AMENDMENT.—The table of sections for

55-583 (Pt. 1) O =175 -5
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subpart B of part III of subchapter A of chapter 32 is
amended by striking out the itemn relating to section 4093

and inserting in licu thereof the foilowing:

“Sec. 4093. Exemptions.”

(d) ErFrcTive DATE.—~The anendinents made by this
section shall apply to sales after March 17, 1975.

PART III—-TAX INCENTIVES FOR CERTAIN
ENERGY-RELATED IMPROVEMENTS OF BUILD-
INGS

SEC. 231. INSULATION OF PRINCIPAIL RESIDENCE.

(a) GENERAL RULE.—Subpart A of part IV of sub-
chapter A of chapter 1 (relating to credits allowable) is
amended by inserting immediately before section 45 the
following new section:

“SEC. 44A. INSULATION OF PRINCIPAL RESIDENCE.

“(a) GENERAL RULE.—In the case of an individual,

there shall be allowed as a credit against the tax imposed by

this chapter for the taxable year an amount equal to 30 per-

cent of the gualified insulation expenditures paid by the tax-
payer during the taxable year with respect to any residence
to the extent that such expenditures do not exceed $500.
“(b) LIMITATIONS.—
“(1) APPLICATION WITH OTHER CREDITS.—The
credit allowed by subscction (a) shall not exceed the

amount of the tax imposed by this chapter for the tax-
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able year reduced by the sum of the credits allowable
under—

“(A) section 33 (relating to foreign tax
credit) ,

“(B) section 37 (relating to retirement in-
come),

“(C) section 38 (relating to investment in cer-
tain depreciable property),

“(D) section 40 (relating to expenses of work
incentive programs),

“(E) section 41 (relating to contributions to
candidates for public office),

“(F) section 42 (relating to credit for personal
exemptions) , and

“(@) section 44 (relating to purchase of new
principal residence) .

““(2) PRIOR EXPENDITURES TAKEN INTO AC-
COUNT.—If—

“(A) the taxpayer made qualified insuiation
expenditures with respect to any residence in any
prior taxable year, or

“(B) any prior occupant of any residence made
qualified insulation expenditures with respeot to such
residence,

then subsection (a) shall be applied with respect to



[ 8]

W W

6

64

such residence for the taxable year by reducing (but
not below zero) the $500 amount contained in such
subsection by the aggregate of the expenditures de-
scribed in subparagraphs (A) and (B).

“(3) VERIFICATION.—No credit shall be allowed
under subsection (a) with respect to any qualified insula-
tion expenditures unless such expenditures are verified in
such manner as the Secretary or his delegate shall pre-
seribe by regulations.

“(c) DEFINITIONS AND SPECIAL Runks.—For pur-

poses of this section—

“(1) QUALIFIED INSULATION EXPENDITURES.—
The term ‘qualified insulation expenditures’ means any
amount paid by an individual for any installation (other
than pursuant to a reconstruction of the dwelling unit)
which occurs after March 17, 1975, and before Janu-
ary 1, 1978, of insulation in any dwelling unit which—

‘““(A) at the time of such installation is used by
the individual as his principal residence ; and
“(B) 1s in existence on March 17, 1975, and

used on such date by one or more individuals as a

residence.

Such term shall only include amounts paid for the

original installation of any insulation in a dwelling unit.
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1 “(2) INSU},ATION,—The term ‘insulation’ means
2 any insulation, storm (or thermal) window or door, or
3 any other similar item—

4 “(A) which is specifically and primarily de-
5 signed to reduce, when installed in or on a building,
6 the hLeat loss or gain of such building,

7 “(B) the original use of which commences
'8 with the taxpayer,

9 “(C) which has a useful life to the taxpayer
10 of at least 3 years, and

11 “(D) which meets such performance standards
12 as the Secretary or his delegate may prescribe by
13 regulations after consultation with the Administra-
14 tor of the Federal Energy Administration and the
15 Secretary of Housing and Urban Development.

16 “(3) JoiNT occupaANCY.—In the case of any
17 dwelling unit which is jointly occupied and is used
18 during any calendar year as a principal residence, by
19 two or more individuals—

20 “(A) the amount of the credit allowable under
21 subsection (a) (after applying subsection (D) (2))
929 with respect to any qualified insulation expenditures
23 . paid during such calendar year by any of such indi-
24 viduals with respect to such dwelling unit shall be

25 determined by treating all of such individuals as one
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taxpayer whose taxable year is such calendar year;

and

“(B) each of such individuals shall be allowed
a credit under subsection (a) for the taxable year
in which such calendar ycar ends (subject to the
limitation of subsection (b) (1)) in an amount
which bears the same ratio to the amount deter-
mined under subparagraph (A) as the amount paid
by such individual during such calendar year for
such expenditures bears to the aggregate of the
amounts paid by all of such individuals during such
calendar year for such expenditures.

“(4) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an individual
who holds stock as a tenant-stockholder (as defined in
section 216) in a cooperative housing corporation (as
defined in such section), such individual—

“(A) shall be treated as owning the dwelling
unit which he is entitled to occupy as such stock-
holder; and

“(B) shall be treated as having paid his tenant-
stockholder’s proportionate share (as defined in sec-
tion 216 (b) (3)) of any qualified insulation ex-
penditures paid by such corporation.

“(d) REDUOTION OF Basis,—The basis of any prop-
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“1 ‘erty shall not be increased by the amount of any qualified
2 insulation expenditures made with respect to such property
‘37 to the extent of the amount of any. credit allowed under this
‘4 section with respect to such expenditures.

5 ‘““(e) TErRMINATION.—This scction shall not apply ‘to
"6 any dmount paid after December 31, 1977.”
- (b) TECHNICAL AND CONFORMING AMENDMENTS,—
‘8. (1) The table of sections for such subpart A is
-9 aménded—by inserting immediately before the item relat-
10 ing to section 45 the following new item:

" “Sec. 44A. Tnsulation of principal residence.”

11 (2) Section 56 (a) (2) (relating to imposition of
12:"  minimum tax) is amended by striking out “and” at the
13" éend of clause (vi), by striking out ‘; and” at the end
14 of clause (vii) and inserting in licu thereof *“, and”, and
15 “by insert;ng after clause (vii) the following new clause:
16 “(viil) scction 44A (relating to insulation
17° of principal residence) ; and”.
18- (3) Section 56(c) (1) (relating. to tax carry-
19 overs) is amended by striking out “and” at the end of
20 subparagraph (I), by striking out “exceed” at the end
21 0 of subparagraph (G) and inserting in lieu thereof “and”,

~ and by inserting after subparagraph (G) the following
new subparagraph:
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“(H) section 44A (relating to insulation of
principal residence) , exceed”.

(4) Subsection (a) of section 1016 (relating to
adjustments to basis) is amended by striking out the
period at the end of paragraph (22) and inserting in
lieu thereof a semicolon and by inserting after para--
graph (22) the following new paragraph:

“(23) to the cxtent provided in section 44A (d),
in the case of property with respect to which a credit
has been allowed under seetion 44A.”

(5) Section 6096 (b) (relating to designation of
income tax payment to Presidential Election Campaign
Fund) is amended by striking out “and 44” and in-
serting in licu thereof “44, and 44",

(¢) ErrFECTIVE DATE.—The amendments made by

this section shall apply to amounts paid after March 17,
1975, in taxable years ending after such date. :

SEC. 232. RESIDENTIAL SOLAR ENERGY EQUIPMENT.

(a) GEXERAL RULE.—Subpart A of chapter IV of sub-

chapter A of chapter 1 (relatihg"to credits allowable) 1is
amended by inserting immediately before section 45 the
following new section:

“SEC. 4B. RESIDENTIAL SOLAR ENERGY EQUIPMENT.

“(a) GENERAL RULE.~—In the case of an individual,
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‘there shall be allowed as a credit against the tax imposed by

this chapter for the taxable year an amount cqual to 25
percent of the qualified solar heating and cooling equipment
expenditures paid oy the taxpayer during the taxable year
with respect to any residence to the extent that such ex-
penditures do not exeeed 88,000,
“(b) LiMITATIONS.—
‘(1) APPLICATION WITH OTHER CREDITS.—The
credit allowed by subsection (a) shall not exceed the
amount of the tax imposed by this chapter for the

taxable year reduced by the sum of the credits allowable

under— ‘”_“
_‘“(A) section 33 (relating to foreign tax
credit),
“(B) section 37 (velating to retirement in-
come),

“(C) section 38 (relating to investment in cer-
tain depreciable property),

“(D) section 40 (relating lo expenses of work

20
21

23
24

incentive programs),
“(E) section 41 (relating to contributions to

candidates for public office),

" “(F) section 42 (relating to credit for personal

exemptions),
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“ (@) section 44 (relating to purchase of new
principal residence), and

“(H) section 44A (rclating to insulation of.
principal residence) .

“(2) PRIOR EXPENDITURES TAKEN INTO AC-
COUNT.—If—

““(A) the taxpayer made qualified solar energy
equipment expenditures with respect to any resi-
dence in any prior taxable year, or

“(B) any prior owner of such residence made
qualified solar energy equipment expenditures with
respect to such residence,

then subsection (a) shall be applied with respect to
such residence for the taxable year by reducing (but
not below zero)} the dollar amount contained in such
subsection by the aggregate of the expenditures described
in subparagraphs (A) and (B).

“(¢) DeriNiTIONS AND SPECIAL Rures.—For pur-

poses of this section—

“{(1) QUALIFIED SOLAR ENERGY EQUIPMENT EX-
PENDITURES.—The term ‘qualified solar energy expend-
itures’ means any amount paid by an individual for any
installation which occurs after March 17, 1975, and

before January 1, 1981, of solar-energy equipment, in
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any dwelling unit which at the time of such installation
is owned by the individual and used by him as his prin-
cipal residence (within the meaning ‘of section 1034).
“(2) SOLAR ENERGY EQUIPMENT.—The term ‘so-
lar energy equipment’ means equipment—
“(A) which, when installed in or on, or when
connected to, a building—

(i) uses solar energy to heat or cool
such building or provide hot water for use with-
in such building; and

“(i1) meets the interim or definitive per-
\ formance eriteria preseribed by the Secretary of
Tt Housing and Urban Development Tnnder the
Solar Heating and Cooling Demonstration Act
of 1974;

“(B) the original use of which commences

with the taxpayer; and
““(C) which has a useful life of at least 3 years.
“(3) JoINT owNERSDIP.—In the case of any build-
ing which is jointly owned, and is used during any

calendar year as a principal residénce, by two or more

' individuals—

“(A) tbe amount of the credit allowahle nnder
suhsection (a) (after applying subsection (h) (2) )'

with respect to any qualified solar energy equipment
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expenditures paid during such calendar year by any

of such individuals with respect to such building

shall be determined by treating all of such individ-
‘uals as one taxpayer whose taxable year is such
calendar year; and

“‘(B) each of such individuals shall be allowed
a credit under subsection (a) for the taxable year
in which such calendar year ends (subject to the
limitation of subsection - (b) (1)) in an amount.
which bears the same ratio to the amount deter-
mined under subparagraph (A) as the amount paid

| by such individual during such calendar year for
such expenditures bears to the aggregate of the
amounts paid by all of such individuals during such
calendar year for such expenditures.

“(4) TENANT-STOCKHOLDER 1N COOPERATIVE
HOUSING CORPORATION.—In thg case of an individual
who holds stock as a tenant-stockholder (as defined in
section 216) in a cooperative housing corporation (as
defined in such section), such ;individual——

“(A) shall be treated as owning the dwelling
unit which he is entitled to occupy as such stock-
holder; and

“(B) shall be treated as having paid his tenant-

stockholder’s proportionate share (as defined in sec-
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tion 216(b) (3)) of any qualified solar energy
equipment expenditures paid by such corporation.
‘“(d) ReEpucTioN OF BAsis.—The bssis of any property
shall not be increased by the amount of any qualified solar
energy equipment expenditures made with respect to such
property to the extent of the amount of any credit allowed
under this seetion with respect to such expenditures.
“(e) TeErMINATION.—This section shall not apply to
any amount paid after December 31, 1980.”
(b) . TECENICAL AND CONFORMING AMENDMENTS.—
(1) The table of sections for such subpart A is
amended by inserting before the item relating to sec-

tion 45 the following:
“Sec. 44B. Residential solar energy equipment.”

(2) Section 56 (a) (2) (relating to imposition of
minimum tax) is amended by striking out “and” at the
end of clause (vii), by striking out “; and” at the end of
clause (viil) and inserting in lieu thereof “, and”, and
by inserting after clause (viii) the following new clause:

“(ix) section 44B (relating to residential
solar energy equipment) ; and”.

(3) Section 56(c) (1) (relating to tax carry-
overs) is amended by striking out “and” at the end of
subparagraph (G), by striking out “‘exceed” at the

end of subparagraph (H) and inserting in lien thereof
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“and”, and by inserting after subparagraph (H) the

following new subparagraph:

‘“(I) section 44B (relating to residential solar
energy equipment) , exceed’’.

(4) Subsection -(a) of section 1016 (relating to
adjustinents to basis) is amended by striking out the
period at the end of paragraph (23) and inserting in
lieu thereof a semicolon and by inserting after paragraph
(23) the following new paragraph:

“(24) to the extent provided in section 44B (d), in
the case of property with respect to which a credit has
been allowed under section 44B.”

(5) Section 6096 (b) (relating to designation of
income tax payment to Presidential Election Campaign
Fund) is amended by striking out “and 44A” and in-
serting in lieu thereof “44A, and 44B”.

(¢c) ErrecTiVE DATE.—The amendments made by this
section shall apply to amounts paid after March 17, 1975,
in taxable years ending after such date.

SEC. 233. QUALIFIED ELECTRIC MOTOR VEHICLES.

(a) GENERAL RULE.—Subpart A of part IV of sub-
chapter A of chapter 1 [relating to credits allowable) is
amended by inserting immediately before section 45 the fol-

lowing new scction:
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“SEC. 44C. QUALIFIED ELECTRIC MOTOR VEHICLES.

“(a) UENERAL RuLE.—In the case of an individual,
there shall be allowed as a credit against the tax imposed by
this chapter for the taxable year an amount equal to 25 per-
cent of the amount paid by the taxpayer during the taxable
year for a qualified clectric motor vehicle to the extent that
the aggregate amount paid by the taxpayer during such tax-
able year and all pﬁor taxable years for such vehicle does
not exceed $3,000. ”

“(b) LIMITATIONS.—

“(1) APPLICATION WITII OTHER CREDITS.—The
credit allowed by subsection (a) shall not exceed the
amount of the tax imposed by this chapter for the tax-

able year reduced by the sum of the credits allowahle

under— -
“(A) section 33 (relating to foreign tax
credit},
“(B) section 37 (relating to retircment in-
come),

“(C) section 38 (relating to investment in cer-
tain dopreciable property),
“(D) section 40 (relating to expenses of work

incentive programs),
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“(K) section 41 (relating to contributions to

candidates for public office),

1<

3 “(¥) section 42 (relating to credit for personal
4 exemptions),

5 “(G) scction 44 (relating to purchase of new
I principal residence),

n “(H) section 44A (relating to insulation of
g principal residence), and

9 “(I) section 44B (relating to residential solar
10 energy equipment).

11 “(2) VERIFICATION.—No credit shall be allowed
12 under subsection (a) with respect to any qualified
13 electric motor vehicle unless such expenditures are
14 verified in such manner as the éocrotﬂry or his dele-
15 gate shall prescribe by regulations.

16 “(¢) Quavrrriep NEw Ernecrkic Moror VEHICLE

17 Derixep.—TFor purposes of this seetion, the term ‘qualified

18 eclectric motor vehicle’ means any highway vehicle—

19 . “(1) which is powered primarily by an clectric
20 motor drawing current from rechargeable storage bat-
91 teries or other poftable sources of electric current,

29 “(2) .which is purchased by the taxpayer after
23 June 3, 1975, and hefore Jannary 1, 1979, for the per-

21 sonal use of the taxpayer or a member of his family, and
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“(3) the original use of which begins with the tax-
payer or a member of his family.
“(d) TrrMINATION.—This section shall not apply
to any amount paid after December 31, 1978.”.
(b) TecnNICAL AND CONFORMING AMENDMENTS.—
(1) The table of sections for such subpart A is
amended by inserting immediately hefore the item re-

lating to section 45 the following new item:

“See. 44C. Qualified electric motor vehicles.”

(2) Scction 56 (a) (2) (relating to imposition of
minimum tax) is amended by striking out “and” at the
end of clause (viii), by striking out “; and” at the end
of clause (ix) and inserting in licu thereof ¢, and”, and
by inserting after clause (ix) the following new clause:

“(x) section 44C (relating to qualified
electric motor vehicles) ; and”.

(8) Section 56 (c) (1) (relating to tax carry-
overs) is amended by striking out “and” at the end of
subparagraph (1), by striking out “exceed” at the end
of subparagraph (I) and inserting in lieu thereof “and”,
and by inserting after subparagraph (I) the following
new subparagraph:

“(J) section 44C (relating to qualified electric
motor vehicles), (’X(;,C(‘d”.

(4) Secction 6096 (h) (velating to designation of

55-583 (Pt. 1) O -175-6
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income tax payment to Presidential Election Campaign

Fund) is amended by striking out “and 44B” and

inserting in lien thereof “44B, and 44C”.

(c) EFrecTIVE DATE.—The amendments made by this
section shall apply to amounts paid after June 3, 1875, in

taxable years ending after such date.

TITLE III—ENERGY CONSERVATION
AND CONVERSION TRUST FUND

SEC. 311. ESTABLISHMENT OF ENERGY CONSERVATION
AND CONVERSION TRUST F§§D.

(a) CreaTION OF TRUST FUND.—There is established
in the Treasury of the United States a trust fund to be known
as the “Energy Conservation and Conversion Trust Fund”
(hereinafter in this title referred to as the “Trust Fund”),
consisting of such amounts as may be appropriated or cred-
ited to the Trust Fund as provided in this section.

(b} TrANSFER TO TrRUST FUND OF AMOUNTS EQUIV-
ALENT TO CERTAIN TAXES.—

(1) I~ oENERAL.—There are hereby appropriated
to the Trust Fund amounts determined by the Secretary
of the Treasury (bereinafter in this title referred to as
the “Secretary”) to be equivalent to the following
amounts received in the Treasury before' October 1,

1985 h
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(A) thc amount of the taxes under section 4991
of the Internal Revenue Code of 1954 (relating to
tax on certain business uses of petroleuam and petro-
leum produots) ;

(B) the duties under section 121 of this Act
{relating to rates of duty on oil), except for duties
collected in Puerto Rico and required to be paid to
the treasury of Puerto Rico under section 4 of the
Act of April 12, 1900 (48 U.8.C. 740) ; and

(C) to the extent\provided by any law enacted
after the date of the enactment of this Act, proceeds
to the United States from oil and gas properties in
which the United States has an interest.

(2) METHOD OF TRANSFER.—The amounts aﬁpro-
priated by paragraph (1) shall be transferred at least
quarterly from the general fund of the Treasury to the
Trust Fund on the basis of estimates made by the Sec-
retary of the amounts referred to in paragraph (1) re-
ceived in the Treasury. Proper adjustments shall be made
in the amounts subsequently transferred to the extent
prior estimates were in excess of or less than the amounts
féquired to be transferred.

(c) ANNUAL CEILING ON AMOUNTS WHICH MaY BE

24 Pracep 1n Trust Funxp.—The amount appropriated by

25 subsection (b) (1) for any fiscal year shall not exceed—
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(1) in the case of any fiscal year ending on or
before September 30, 1983, $5,000,000,000; and
(2) in the case of the fiscal year ending September
30, 1984, $2,500,000,000.
No amount shall be appropriated to the Trust Fund after -
September 30, 1984. Any amount which, but for this sub-
section, would be appropriated to the Trust Fund shall re-
main in the general fund of the Treasury.

(d) OVERALL LIMITATION ON AMOUNT IN THE TRUST
Funp.— -

(1) IN GENERAL.—If at any time during a fiscal
year ending on or before September 30, 1984, the
Secretary determines that the amount in the Trust F'und
which is not obligated for expenditure exceeds $10,000,-
000,000, the Secretary shall transfer the amount of such

“excess to the general fund of the Treasury.

(2) Fiscav ;EAR 1985.—If at any time during the
fiscal year ending on September 30, 1985, the Secretary
determines that the amount in the Trust Fund which
is‘ not obligated for expg_nditure exceeds $5,000,000,000,
the Secretary shall transfer the amount of such excess
to the general fund of th> Treasury.

() MANAGEMENT OF 1.2UST FUND.—

(1) Report.—It shall be the duty of the Secre-

tary to hold the Trust Fund, and to report to the Con-
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gress each year on the financial condition and the results
of the operations of the Trust Fund during the preced-
ing fiscal year and on its expected condition and opera-
tions during the next 5 fiscal years. Such report shall be
printed as a House document of the session of the Con-
gress to which the report is made.

(2) INVESTMENT.—

(A) IN GENERAL.~—It shall be the duty of the
Secretary to invest such portion of the Trust Fund
as is not, in his judgment, required to meet current
withdrawals. Such investments may be made only in
interest-bearing obligations of the United States or
in obligations guaranteed as to both principal and
interest by the United States. For such purpose, such
obligations may be acquired (i) on original issue at
the issue price, or (ii) by purchase of outstanding
obligations at the market price.

(B) 8ALE OF OBLIGATIONS.—Any obligation

acquired by the Trust Fund may be sold by the
Secretary at the market price.

(C) INTEREST ON CERTAIN PROCEEDS.—The
interest on, and the proceeds from the sale or re-
demption of, any obligations held in the Trust Fund
ghall be credited to and form a part of the Thust
Fund.
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(f) TERMINATION.—The Secretary shall transfer from
the Trust Fund into the general fund of the Treasury any
amount in the Trust Fund on Octeber 1, 1985, which is not
obligated for expenditure.

SEC. 312. EXPENDITURES FROM TRUST FUNDS FOR
ENERGY PROJECTS AND PROGRAMS.

(a) IN GENERAL.—Amounts in the Trust Fund shall
be avdilable, as provided by appropriation Acts, for making
expenditures before October 1, 1985, for purposes of con-
serving energy resources and expanding energy supplies
through— ]

(1) basic and applied research programs related
to new energy technologies, including (but not limited
to) —

(A) solar energy,
(B) geothermal energ&,
(C) advanced transportation power systems,
(D) environmental impact (and human
safety),
(E) energy conversion,
(F) energy transmission,
(G) energy conservation,
(H) synthetic fuels from fossil sources,
(I) utilization of solid waste,

(J) fusion, and
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| (K) an engine for an efficient pollution-free

i
2 automobile; -
3 (2) development and demonstration of new energy
4 technologies, includiné (but not limited to) —
5 © (A) coal liquefaction and gasification demon-
6 stration projects,
7 (B) aid for powerplant conversions to coal,
8 (C) loans or subsidies for solid waste energy
9 conversion plants (including production of methane
10 gas from organjc wastes), -
11 (D) loans or subsidies for shale oil production,
ORI (E) price guarantees on long-term purchase
15 ‘ | contracts for otiler new energy sources,
14 (F) strip mining reclamation and mine safety
15 " "7 programs,
16 (G) engines for efficient pollution-free auto-
17 ~ mobiles,
18 (H) loans and subsidies relating to solar energy
19 systems, and )
20 (I) demonstration and development of hot wa-~
21 ter heating systems, or space heating and cooling
22 systems, for home use;
23 " (3) programs relating to the development of energy
24 resources from properties (including offshore properties)
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in which the United States has an interest, including
(but not limited to)—
(A) geothermal energy development, and
(B) energy related environmental protection
programs and research ; and
(4) research projects, or capital expenditures for
demonstration projects, relating to local and regional
transportation systems, including (but not limited to) —
" (A) mass transit by bus,
(B) fixed guideway mass transit,
(C) commuter rail transportation,
(D) intercity rail passenger service,
(E) mass transit terminal facilities,
(F) mass transit operational facilities, and

(&) exclusive or prefefential bus lanes.

Nothing in this subsection shall be deemed to authorize any

_program, project, or other activity not otherwise author-

ized by law. Amounts required for purposes of this subsection
shall be included in the appropriation requests of those Fed-

eral agencies authorized to carry out the program, project, or

activity.
(b) ProGRAM EVALUATION CRITERIA, ETC.—Not later
than 270 days after the date of the enactment of this Act,
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the Energy Conservation and Conversion Trust Fund Re-
view Board shall—

(1) develop criteria for evaluating the programs,
projects, and activities referred to in paragraphs (1),
(2), (3),and (4) of subsection (a),

(2) evaluate potential programs, projects, and
activities on the basis of such criteria, and

(3) submit to the Congress a report containing the
criteria developed under paragraph (1) together with
the Board’s recommendations for the proportion of the
Trust Fund which should be available for expenditure for
each fiscal year for programs, projects, and activities
referred to in each paragraph of subsection (a).

SEC. 313. ENERGY CONSERVATION AND CONVERSION
TRUST FUND REVIEW BOARD.

(a) ESTABLISHMENT OF BoArD.—There is hereby
established a review board to be known as the “Energy
Conservation and Conversion Trust Fund Review Board”

- (hereinafter in this section referred to as the “Board”).

(b) MEMBERSHIP.—

(1) NUMBER AND APPOINTMENT.—

(A) IN GENERAL.—The Board shall be com-
posed of 5 members appointed by the President by

and with the advice and consent of the Senate.
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(B) LiMITATIONS,—An individual may not
be appointed as a member of the Board if—--
(1) af, any time during the 5-year period
ending on the dat> of his nomination such in-
dividual held interests in one or more energy
velated industries and the aggregate fair m;lrket
value of such interests exceeded $2,500; or
(ii) for any taxable year beginning or end-
ing during such 5-year period such individual
received or accrued gross income in excess of
$10,000 from one or more energy related
industries.
Any individual who after appointment as & member
acquires any interest in, or receives or accrues any
income from, an energy related industry may not
thereafter hold such position. For purposes of this
paragraph, an individual shall be deemed to hold
any interest held by such individual’s spouse or by
any child of the individual who has not attained 18
years of age.

(C) ENERGY RELATED INDUSTRY.—For pur-
poses of this paragraph, the term “energy related
industry” means an industry engaged in the trade

or business of—
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(i) the generation, transmission, distribu-
tion, or sale of electrical or other energy,

(ii) the production, transmission, distribu-
tion, or sale of oil or gas, or primary products
of oil and gas,

(iii) production, importation, distribution,
or sale of motor vehicles, or

(iv) the furnishing or sale of transportation.

(2) TerMS.—

(A) Except as provided in subparagraphs (B)
and (C), members shall be appointed for terms of
5 years.

(B) Of the members first appointed—

(i) one shall be appointed for a term of 1
year,

(ii) one shall be appointed for a term of 2
years,

(iii}) one shall be appointed for a term of 3
years,

(iv) one shail be appointed for a term of 4
years, and

(v) one shall be appointed for a term of 5
years, J

as designated by the President at the time of
appointment,
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(C) Any member appointed to fill a vacancy
occurring before the expiration of the term for which
his predecessor was appointed shall be appointed
only for the remainder of such term. A member
may serve after the expiration of his term until his
successor has taken office.

(3) PAY AND TRAVEL EXPENSES.—

(A) Except as provided in subparagraph (B),
members of the Board shall each be entitled to re-
ceive $100 for each day (including traveltime) dur-
ing which they are engaged in the actual perform-
ance of duties vested in the Board.

(B) Members of the Board who are full-time
officers or employees of the United States or Mem-

bers of Congress shall receive no additional pay on

‘account of their service on the Board.

(C) While away from their homes or regular
places of business in the performance of services for
the Board, members of the Board shall be allowed
travel expenses, including per diem in lieu of sub-
sistence, in the same manner as persons employed
intermittently in the Government service are allowed
expenses under section 5703 (b) of title 5 of the
United Statés Code. '
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(4) CHATRMAN.—The Chairman of the Board shall
be elected by the members of the Board.

(¢) Duries.—The Board shall review the expenditures
made from the Trust Fund under section 312 and report to
the Congress each year regarding expenditures so made
during the preceding fiscal year. Such report shall contain
evaluations of the programs and projects for which such
expenditures were made, and such recommendations for such
changes as the Board considers neccessary to ensure that
future expenditures made from the Trust Fund best carry ont
the purposes of this title.

(d) StaFr.—The Board shall appoint such employees
as it deems necessary. Such employees shall be appointed
subject to the provisions of title 5, United States Code, gov-

erning appointments in the civil service, and shall be paid in

~ accordance with the provisions of chapter 51 and subchapter

III of chapter 53 of such title, relating to classification and
General Schedule pay rates.

(e) APPROPRIATION AUTHORIZATION.—There are
authorized to be appropriated from time to time such sums
as ;na.y be necessary to carry out the purposes of this section.
SEC. 314. REQUIREMENT OF ANNUAL AUTHORIZATIONS

AND APPROPRIATIONS.

Amounts required for the purposes of this title (other

than scetion 311) shall be established by annual authoriza-

tion and appropriation Acts,
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TITLEIV—ENCOURAGING BUSINESS
CONVERSION FOR GREATER
ENERGY SAVING

PART I—BUSINESS USE OF PETROLEUM AND
PETROLEUM PRODUCTS
SEC. 411. EXCISE TAX ON BUSINESS USE OF PETROLEUM
AND PETROLEUM PRODUCTS.

(2) In GeNeRAL.—Subtitle D (relating to miscel-
laneous excise taxes) is amended by adding at the end
thereof the following new cl;apter:

“CHAPTER 45—TAX ON BUSINESS USE OF
PETROLEUM AND PETROLEUM PRODUCTS

“Sec. 4991. Imposition of tax.
“Sec. 4992. Definitions and special rules.

“SEC. 4991. IMPOSITION OF TAX.
“(a) In GENERAL.—There is hereby imposed a tax-on
each taxable use of a taxable petroleum or petroleum product.
“(b) AMOUNT oF TAX.—The amount of the tax im-
posed by subsection (a) shall be—

“(1) For NATURAL GAS.—In the case of natural

gas—
“If the taxable use occurs The tax per 1,000
during calendar year cubic feet is:
197 e e —————— 4 cents.
1978 e ——— 8 cents.
1970 e ——————————— 12 cents.
1980 or thereafter__ .o ______ 18 cents.

“(2) ForR CRUDE OIL AND OTHER PETROLEUM
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rropuUcTs.—In the case of crude oil and other petroleum

products—
. “If the taxable use occurs The tax per
during calendar year barrel is:

10T e eacecemmem 17 cents.
1078 e 33 cents.
1079 e ————— 50 cents.
1980 e ————— 67 cents
1981 o 83 cents.
1982 or thereafter . - o aas $1

“(c) LiaBrLiry ForR TAx.—The tax imposed by this
section shall be paid by tue user.

“SEC. 4992. DEFINITIONS AND SPECIAL RULES.
“(a) TAXABLE USE.—

“(1) I~ GENERAL.—TFor purposes of this chapter,
ihe term ‘taxable use’ means any use as a fuel in a trade
or business other than a use described in paragraph (2).

“(2) CerTAIN USES EXCEPTED.—For purposes of
this chapter, the term ‘taxable use’ doeé not include any
use as a fuel—

“(A) in a vehicle, vessel, or aircraft,

“(B) in an apartment, hotel, motel, or other
residential facility,

“(C) for the extraction of a mineral to the
extent such extraciion constitutes mining within the
meaning of section 613 (c),

“(D) on a farm for farming purposes (deter-
mined in a manner similar to that provided by sec-

tion 6420 (c) ),
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“(E) in a facility for the generation of elec-
trical power if—

“(i) such facility is acquired by the user
before January 1, 1976,

“(i) the physical construction, recon-
struction, or erection of such facility by the
user is begun before January 1, 1976, or

“(iil) such facility is constructed, recon-
structed, or erected for the user, or acquired
by the user, pursuant to a contract which is on
December 31, 1975, and at all times
thereafter, binding on the user,

“(F) by an organization described in section
501 (¢) (3) which is exempt from tax under section
501 (a) other than in an unrelated trade or business
(as defined in section 513)), .

“(G) in the preparation process and drying,
bleaching, dyeing, and printing and finishing proc-
esses for textiles, including carpets, and apparel
products, and )

“(H) in the process of melting, fining, feeding,
conditioning, polishing, glazing, coating, annealing,
or other industrial finishing of glass manufactured

products.
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Subparagraph (E) shall not apply to any use after

December 31, 1981.

“(b) TaxaBLE PETROLEUM OR PBTROLEUM PROD-
vct.—For purposes of this chapter, the term ‘taxable petro-
leum or petroleum product’ means any petroleum or petro-
leurn product other than gasoline (as defined in section
4082 (b) ).

“(c) PETROLEUM AND PrTROLEUM PrODUCTS.—For
purposes of this chapter, the term ‘petroleum or petroleum
product’ includes natural gas.”

~(b) CLERICAL AMENDMENT.—The table of chapters for
subtitle D is amended by adding at the end thereof the

following:

“Cuaprer 45. Tax on business use of petroleum and petro-
leum products.”

(c) REPORT BY THE ADMINISTRATOR OF THE FEDERAL
ENERGY ADMINISTRATION.— .

(1) In GENERAL.—The Administrator of the Fed-
eral Energy Administration (hereinafter in this subsec-
tion referred to as the ‘“Administrator”’) shall conduct a
study of the uses of petroleum or petroleum products (in-
cluding natural gas) to identify—

(A) the industries or industrial processes where
there is no economically feasible alternative to the

use of petroleum or petroleum products,

55-588 (Pt, 1) O - 75 -7
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(B)w the areas of the country where conversion
to the use of fuels other than petroleum or petroleum
products is not feasible because of Federal, State, or
local laws relating to pollution, and

(C) all other factors bearing on uses which
should be exempted from the application of section
4991 of the Internal Revenue Code of 1954.

(2) ReporT.—Not later than June 1, 1976, the
Administrator shall submit to Congress a report of his
ﬁhdings under the study conducted under paragraph (1),
together with such recommendations as he may deem
advisable.

(d) EFFECTIVE DATE.—The amendments made by sub-

sections (a) and (b) shall_aﬁply to petroleum and petroleum

products (as defined in section 4992 (c) of the Internal

Revenuo Code of 1954) used after December 31, 1976.

PART II—AMORTIZATION FOR CERTAIN ENERGY-
RELATED PROPERTY ‘

SEC. 421. AMORTIZATION OF QUALIFIED ENERGY USE

PROPERTY.

Part VI of subchapter B of chapter 1 (relating to
itemized deductions for individuals and corporations) is
amended by adding at the end thereof the following new

section :
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“SEC. 189. AMORTIZATION OF QUALIFIED ENERGY USE
PROPERTY.

“{a) ALvowaxce or DebuctioN.—Every person, at
his election, shall he entitled to a deduction with respect to
the amortization of any qualified energy use property (as
defined in subsection (b)), based on a period of 60 months.

“(b) Quaririen Exgrcy Use ProreErTY.—Ior pur-
poses of this section—

“(1) QUALIFIED ENERGY USE PROPERTY.—The
term ‘qualified energy use property’ means—

“{A) qualified waste equipment,

“(B) qualified shale oil conversion equipment,

“(C) qualified coal processing equipment,

“(D) aqualified coal pipeline,

“(E) qualified solar energy equipment, or

“(F) qualified deep mining coal equipment.
“(2) QUALIFIED WASTE EQUIPMENT.—The term
‘qualified waste equipment’ means any machinery or
equipment (of a character subject to the allowance for
depreciation) —

“(A) necessary to permit the use of waste as a
fuel in a facility burning only waste or a combina-
tion of wastc and oil as its principal fuel (including
unloading equipment, feeding sysiems, and refuse-

firing ports for waste fuels),
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“(B) used to process waste into a fuel, or
“(C) used to sort and prepare solid waste
for recycling or used for recycling solid waste.

“(3) QUALIFIED SHALE OIL CONVERSION EQUIP-
MENT.—The term ‘qualified shale oil conversion equip-
ment’ means any machinery or equipment (of a char-
acter subject to the allowance for depreciation) nec-
essary—

“(A) toreach the oil shale,
“(B) to extract the oil shale, or
“(C) to convert the oil shale into oil or gas.

“(4) QUALIFIED COAL PROCESSING EQUIPMENT.—
The term ‘qualified coal processing equipment’ means
any machinery or equipment (of a character subject to
the allowance for depreciation) for processing coal into
a liquid or gaseous state.

“(5) QuALIFIED COAL PIPELINE.—The term
‘qualified coal pipeline’ means a coal slurry pipeline or
any other pipeline (of a character subject to the allow-
ance for depreciation) for the transportation of coal from
the mine or other gathering point.

“{6) QUALIFIED SOLAR ENERGY EQUIPMENT.—
The term ‘qualified solar energy equipment’ means solar
energy equipment, as defined in section $4B (¢) (2).

“(7) QUALIFIED DEEP MINING COAL EQIIP-
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MENT.—The term ‘qualified deep mining coal equip-

ment’ means any machinery or equipment or structural

component of a coal mine which is of a character subject
to the allowance for depreciation and which is neces-
sary—

“(A) toreach the coal,

“(B) to extract the coal, or

“{C') to bring the voal to the mouth of the mine.

Such term does not include any property used in the

surface mining of coal.

“(R) CoAL INCLUDES LIGNITE~The term ‘coal’
includes lignite.

“{c) Amouxt or DepuctioN.—The amortization
deduction for any qualified energy use property shall be an
amount, with respect to each month of the 60-month period
within the taxable year, equal to the adjusted basis of the
qualified energy use property at the end of such month
divided by the number of months (including the month
for which the deduction is computed) remaining in the
period. Such adjusted basis at the end of the month shall
be computed without regard to the amortization deduction
for such month. The amortization deduction provided by this
section with respect to any qualified encrgy use property for
any month shall be in lieu of the depreciation deduction with

respect to such property for such month provided hy sec-
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tion 167. The 60-month period shall begin, as to any quali-

fied energy use property, at the election of the taxpayer,

with the month following the month in which such property

was placed in service or with the succeeding taxable year.
“(d) SpecIAL RULES FOR ADJUSTED BAsSIS.—

““(1) For purposes of this section, the adjusted basis
of any qualified energy use property with respect to
which an election has been made under subsection (e)
shall not be increased for amounts chargeable to capital
account for additions or improvements after the amorti-
zation period has begun.

“(2) The depreciation deduction provided by sec-
tion 167 shall, notwithstanding subsection (¢), be al-
lowed with respect to the portion of the adjusted basis
which is not taken into account in applying this section.
“{e) ELEcTION OF AMORTIZATION.—The election of

the taxpayer to take the amortization deduction, and the
election to begin the 60-month period with the month follow-
ing the month in which the qualified energy use property is
placed in service or with the taxable year succeeding the tax-
able vear in which such property is placed in service, shall be
made by filing with the Secretary or his delegate, in such
manner, in such form, and within such time as the Secretary
or his delegate may by regulations prescribe, a statement of

such election,
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“(f) TERMINATION OF ELECTib:.——

“(1) BY THE TAXPAYER.—A taxpayer which has
elected under subsection (e) to take the amortization
deduction with respect to any qualified cnergy use
property may, at any time after making such elec-
tion, discontinue the amortization deduction with respect
to the remainder of the amortization period, such discon-
tinuance to begin as of the beginning of any month spe-
cified by the taxpayver in a notice in writing filed with the
Secretary or his delegate before the beginning of such
month. The depreciation deduction provided under sec-
tion 167 shall be allowed, beginning with the first month
as to which the amortization deduction dees not apply,
and the taxpayer shall not be entitled to any further
amortization deduction under ‘this section with respect
to such property.

“(2) CONSTRUCTIVE TERMINATION.—If at any
time during the amortization period any qualified en-
ergy use property ceases to meet the requirements
of subsection (b) or becomes property with respect to
which an amortization deduction under this section is
not allowable by reason of subsection (g), the taxpayer
shall be deemed to have terminated under paragraph (1)
his election under this section. Such termination shall

be effective beginning with the month in which such
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cessation occurs or in which a lease exists which causes

disallowance under subsection (g).

“(g) NoNCcORPORATE LESSORS.—No amortization de-
duction shall be allowed under this section with respect to
any property of which a person which is not a corporation is
the lessor. In the case of property of which a partnership is
the lessor, the amortization deduction otherwise allowable
under this section with respect to such property to any part-
ner which is a corporation shall be allowed notwithstanding
the preceding sentence and subsection (f) (2). For purposes
of this subsection, an electing small business corporation (as
defined in section 1371) shall be treated as a person which
is not a corporation.

“(h) Lirc TENXANT AND REMAINDERMAN.—In the
case of any qualified energy use property held by one per-
son for life with remainder to another person, the deduction
under this section shall be computed as if the life tenant
were the absolute owner of the property and shall be allow-
able to the life tenant.

“(1) APPLICATION OF SECTION.—

“(1) IN GENERAL.—Except as provided in para-
graph (2), the amortization deduction provided by this
section shall apply to that portion of the basis which is
attributable to construction, reconstruction, or erection

after March 17, 1975, with respect to property which is
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placed in service after such date and before January 1,
1981.

“(2) Pre-1981 PORTION.—In the case of property
constructed, reconstructed, or erected by the taxpayer,
or for the taxpayer pursuant to a contract which is bind-
ing on the taxpayer on January 1, 1981, and at all
times thereafter, which is placed in service on or after
January 1, 1981, the amortization deduction provided
by this section shall apply to that portion of the basis
which is attributable to construction, reconstruction, or
crection before January 1, 1981.

“(j) Cross REFERENCE.—

“For treatment of certain gain derived from the dispo-
sition of property the adjusted basis of which is deter-
mined with regard to this section, see section 1245.”

SEC. 422. AMORTIZATION OF QUALIFIED RAILROAD EQUIP-
MENT.

Part VI of subchapter B of chapter 1 (relating to item-
ized deductions of individuals and corporations) is amended
by adding at the end thereof the following new section:
“SEC. 190. AMORTIZATION OF QUALIFIED RAILROAD

‘SQUIPMENT.

“{a) ALLOWANCE OF DEpUCTION.—Every person, at
his election, shall be entitled to a deduction with respect to
the amortization of any qualified railroad equipment (as

defined in subsection (b))}, based on a period of 60 months.
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“{b) QUALIFIED RAILROAD LQUIPMENT DEFINED.—
“(1) In GENERAL—For purposes of this section.
the term ‘qualified railroad equipment’ means equipment
described in paragraph (2) of this subsection used by a
common carrier engaged in the furnishing or sale of
transportation by railroad and subject to the jurisdic-
tion of the Interstate Commerce Commission if—
“(A) such equipment is—
“(i) used by a domestic common carrier
by railroad, or
‘“(it) owned and used by a car line com-
pany or a switching or terminal company at
least 95 percent of whose stock is owned
by one or more domestic common carriers by
railroad, and
“(B) the original use of such equipment com-
mences with the taxpaver after December 31, 1974,
“(2) EQuirMeNT.—The equipment referred to in
paragraph (1) of this subsection is tangible property
which is of a character subject to the allowance for
depreciation provided in section 167 (not including a
building or its structural components) if such property—
“(A) iz used as an integral part of—
“(i} a communications, signal. or traffic

control svstem:
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“(ii) a rolling stock classification yard;
or
‘“(iii) a facility for loading and unload-
ing trailers and containers on and from railroad
flatcars; or
*(B) is an improvement or betterment in track
account.

“(¢)  AMoUNT or DepvcrtoN.—The amartuzanon
deduction- for any quaditied railroad eqaiprent <hall he an
amonnt, with respeci to each mwonth of the 60-month period
within the taxabie vear. equal to the adpsted hasis of the
qualified railroad equipment ar the aud of seelonmonth divided
by the number of month~ (ineludine the month for whicls the
deduction i~ computed)  remaining inoche peried. Sach
adjusted hasis at the end of the month <hadl he cannpnted
withoat regard to the amortization deduction for snelr month,
The amortizaton deduction provided by this seetion withy re-
pect toany qualitied rilrond equipment for any menth shali
be in en of the devreciation deduction with respect to sneh
cquipment for such mon 5o provided Dnvseetion 167, The 60-
month period <hall begtn, as to any qualified railroad cqaip-
ment. at the election of the taxpayver. with the month
following the nenth i which ~acli equipment was plived n
cervice ar with the suceeeding tavable vear.

“(d) SpEC1aL Rvnes—
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“(1) ADJUSTED BASIS.—

“(A) For purposes of this section, the adjusted
basis of any qualified railroad equipment with
respect to which an election has been made under
subsection (e) shall not be increased for amounts
chargeable to capital account for additions or
improvements after the amortization period has
‘H‘,‘_’llll.

“(B) Costz incurred in connection with a used
anit of railroad  equipment which are properly
chargeable to a capital acconnt shall be treated as a
separate unit of railroad cquipment for purposes of
this section.

C) The depreciation deduetion provided by
cection 167 shalll netwithaanding subsection (¢},
be allowed with respect to the portion of the wd-
jasted basis which s net wken into acconnt in apply-
iy this section.

“(2) METHOD O ACCOUNTING T'OR DATE PLACED
IN SERVICE.—For purposer of subsections (a) and (e)
i the case of qualitied railroad equipient placed in serv-
ice after Decaber 510 19740 wnd before Tanuary 1.
19=0, the taxpaver may dect to begin the 60-nionth
period with the dute when such equipment is treated

as having been placed in ~ervice under a method of
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accounting for acquisitions and retirements of property
which—
“(A) prescribes a date when property is
placed in service, and
“(B) is consistently followed by the taxpayer.
‘““(e) ErLeECcTION OF AMORTIZATION.—The election of
the taxpayer to take the amortization deduction, and the elec-
tion to begin the 60-month period with the month following
the month in which the qualified railroad equipment is placed
mm service or with the taxable year succeeding the taxable
vear in which such equipment is placed in service, shall be
made by filing with the Secretary or his delegate, in such
manner, in such form, and within such time as the Secretary
or his delegate may by regulations preseribe, a statement of
such election.
“(f) TERMINATION OF LELECTION.—

“(1) BY THE TAXPAYER.—A taxpayer which has
elected under subsection (e) to take the amortization
deduction with respect to any qualified railroad equip-
ment may, at any time after making such election,
discontinue the amortization deduction with respect to
the remainder of the amortization period, such discon-
tinuance to begin as of the beginning of any month
specified by the taxpayer in a notice in writing filed

with the Secretary or his delegate before the beginning
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of such month. The depreciation deduction provided
under section 167 shall be allowed, beginning with the
first month as to which the amortization deduction does
not apply, and the taxpayer shall not be entitled to any
further amortization deduction under this section with
respect to such equipment.

“(2) CONSTRUCTIVE TERMINATION.—If ai any
time during the amortization period any qualified rail-
road cquipment ceases to meet the requirements of
subsection (d) (1) or becomes property with respeet
to which an amortization deduction under this section
is not allowable by rcason of subsection (g), the tax-
payer shall be deemed to have terminated under para-
graph (1) his election under this scction, Such
termination shall be effective beginning with the month
in which such cessation oceurs or in which the lease exists
which causes disallowance.

“(g) NoNCORPORATE Li:ssors.—No amortization de-
duction shall be allowed under this section with respect to
any property of which a person which is not a corporation
is the lessor. In the case of property of which a partuership
is the lessor, the amortization deduction otherwise allowable
under this section with respect to such property to any
partner which is a corporation shall be allowed notwithstand-

ing the preceding sentence and subsection (f) (2). For pur-
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poses of this subsection, an electing small business corporation
(as defined in section 1371) shall be treated as a person
which is not a corporation.

“(h) Lire TENANT AND REMAINDERMAN.—In the
case of any qualified railroad equipment held by one person
for life with remainder to another person, the deduction un-
der this section shall be computed as if the life tenant were
the absolute owner of the equipment and shall he allowable
to the life tenant.

“(i) ArrrLiCATION OF SECTION.—This section shall
apply to qualified railroad equipment placed in service after
December 31, 1974, and before January 1, 1980.

“(j) Cross REFERENCE.—

“For treatment of certain gain derived from the dispo-
sition of property the adjusted basis of which is deter-
mined with regard to this section, see section 1245.”

SEC. 423. AMENDMENTS RELATING TO AMORTIZATION OF
CERTAIN RAILROAD ROLLING STOCK.

(a) ExTENsioN oF Prriop During Wuicn Rarr-
ROAD RorLrLiNg SToCk MAY QUALIFY FOR 5-YEAR
AMORTIZATION.—Section 184 (e) (relating to amortization
of railroad rolling stock) is amended—

(1) by striking out “1976” in paragraph (1) and
inserting in lieu thereof “1980”, and

(2) Dby striking out “January 1, 1976” in paragraph
(7) and inserting in lieu thereof “January 1, 1980”.
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1 (b) CER\’I‘AIN CoAL CArs AND RAILROAD FERRY VES-
2 SEL8.—Subsection (d) of section 184 (defining qualified
3 railroad rolling stock) is amended to read as follows:
4 “(d) QuALIFIED Ra1LkoAp ROLLING STocKk.—Except
5 as provided in subsection (e) (4), the term ‘qualified rail-
6 road rolling stock’ means, for purposes of this section—
7 “(1) rolling stock of the type used by a common
8 carrier engaged in the furnishing or sale of transporta-
9 tion by railroad and subject to the jurisdiction of the
10 Interstate Commerce Commission if—
11 ““(A) such rolling stock is—
12 ““(i} used by a domestic common carrier by
13 railroad on a full-time basis, or on a part-time
14 basis if its only additional use is an incidental
15 use by a Canadian or Mexican common carrier
16 by railroad on a per diem basis, or
17 “(ii) owned and used by a switching or
18 terminal company all of whose stock is owned
19 by one or more domestic common carriers by
20 railroad, and
21 “(B) the original use of such rolling stock com-
22 mences with the taxpayer after December 31, 1968;
23 “(2) any railroad rolling stock not described in
24 paragraph (1)—
25 “(A) which is a car used by the taxpayer pre-
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dominantly in the hauling within the United States
of coal which is used (other than for resale) by the
taxpayer in bis trade or business, and

“(B) the original use of which commences with
the taxpayer after May 7, 1975; and
“(3) any vessel—

““(A) which is used predominantly by the tax-
payer in hauling railroad rolling stock between ter-
minals located within the United States, and

“(B) the original use of which commences with

the taxpayer after May 7, 1975.”

(¢} DENIAL OF AMORTIZATION TO NONCORPORATE
LEssors.—

(1) IN GENERAL.—Section 184 is amended by re-
designating subsection (g) as subsection (h) and by in-
serting after subsection (f) the following new subsec-
tion:

“(g) NoNCOrPORATE LESSORS.—No amortization de-
duction shall be allowed under this section with respect to
any property of which a person which is not a corporation is
the lessor. In the case of property of which a partnership is
the lessor, the amortization deduction otherwise allowable
under this section with respect to such property to any part-
ner which is a corporation shall he allowed notwithstanding

the preceding scntence and subsection (e) (6). For pur-

55-583 (Pt, 1) O - 75 -8
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1 poses of this subsection, an electing small business corpora-
2 tion (as defined in section 1371) shall be treated as a person
3 which is not a corporation.”

(2) CONSTRUCTIVE TERMINATION.—Paragraph
(6) of section 184 (e) is amended by striking out “sub-
section (d) (1) and inserting in lieu thereof “subsce-
tion (d) or becomes property with respect to which an

amortization deduction under this section is not allow-

© W a2 & v

able by reason of subsection (g)”’.

10 (d) ErrecTIVE DATE.—The amendments made by
11 this section shall apply to property placed in service by the
12 taxpayer after May 7, 1975.

13 SEC. 424. TECHNICAL AND CONFORMING AMENDMENTS.

14 (a) CoorDINATION WITH INVESTMENT CREDIT.—

15 (1) In GENERAL.—Pa;agraph (3) of section 48
16 (a) (defining section 38 property) is amended by
17 striking out “184,”, and hy inserting at the eud thereof
18 the following new sentence: “Qualified solar encrgy
19 equipment with respect to which an election under sec-
20 tion 189 applies shall not be treated as section 38
21 property.”

22 (2) UseruL LIFE.—The second sentence of section

23 46(c) (2) (defining applicable percentage for purposes
24 of determining qualified investment) is amended by

25 striking out the period at the end thereof and inserting
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in lieu thercof “ {or, if the taxpayer has elected an amor-
tization deduction with respect to the property, the
amortization period).”

__(3) ErrecTivE DATE.—The amendments made by
this subsection shall apply to property placed in service
after March 17, 1975.

(b) CONFORMING AMENDMENTS.—

(1) Scction 642 (f) (relating to amortization de-
duction for estates and trusts) is amended by striking
out “and 188" and inserting in licu thereof “188, 189,
and 190”.

(2} Section 1082 (a) (2) (B) (relating to basis in
certain cxchanges) is amended by striking out “or 188"
and inserting in lieu thereof “188, 189, or 190”.

(3) Section 1245 (a) (relating to gain from dis-
positions of certain depreciable property) is amended by
striking out “or 188" each place it appears in paragraph
(2) and inserting in licu thercof “188, or 189",

(c) CrLeErIicAL AMENDMENTS.—The table of sections

for part VI of subchapter B of chapter 1 is amended by
adding at the end thereof the following:

“Sec. 189. Amortization of qualified energy use property.
“Sec. 100. Amortization of qualified railroad equipment.”
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PART 11I—-TAX CREDIT CHANGES RELATING
TO ENERGY CONSERVATION
SEC. 431. CHANGES IN INVESTMENT CREDIT RELATING
TO INSULATION, SOLAR ENERGY, AND AIR
CONDITIONING.

(a) IxstrLaTION AXD SOLAR ENERGY.—Section 48
(relating to definitions and special rnlex for purposes of the
investment eredit) is amended by redesignating subsection
(k) as subsection (1) and by adding after subsection (j)
the following new subsection:

“(k) TEMPORARY RULES FOrR INSULATION AND
SoLar EXERGY.—

“(1) TREATMENT OF SECTION 38 PROPERTY.—

Any—

“(A) insulation installed (other than pursuant
to a reconstruction of the building) after March 17,
1975, and before January 1, 1978, in a structure
which was in existence on March 17, 1975, and was
used on such date in a trade or business (or held
for the production of income) or

“(B) solar energy equipment installed after
March 17, 1975, and before January 1, 1981,

shall be treated as section 38 property.
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“(2) LopgING RULE NoT TO APPLY.—For pur-
poses of this subsection, paragraph (3) of subsection
(a) (relating to property used for lodging) shau not
apply.

“(3) DerixiTIONS.—For purposes of this subsec-
tion—

“{A) INnsurnarioN.—The term ‘insulation’ has
the meaniug given to such term by seetion 4+4A (¢)
(2).

“(B) Sorar ENERGY EQUIPMENT.—The term
‘solar energy (»-qnipmcnt’ means equipment—

“(i) which, when installed in or on a build-
ing, uses solar energy to heat or cool such build-
ing or provide hot water for use within such
building and meets such criteria as the Secretary
or his delegate shall by rogvl.llations prescribe;

“(ii) the original use of which commences
with the taxpayer; and

“(ii1) which has a useful life of at least
3 fixed ycars.

The Sceretary or his delegate shall initially pre-

seribe regulations under clause (i) not later than

2 years after the date of the enactment of this section.

“(4) TeErMINATION.—This subsection shall not

apply to —
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“(A) amounts paid or incurred with respect to
insulation after December 31, 1977, or

“(B) amounts paid or incurred with respect
to solar energy equipment after December 31,
1980.” _

(b) Am CoNDITIONING, SPACE HEATERS, ETC.—Sub-
paragraph (A) of section 48 (a) (1) (defining section 38
property) is amended to read as follows:

“(A) tangible personal property (other than
an air conditioning or heating unit), or”.

(¢) EFFECTIVE DATES.—

(1) The amendments made by subsection (a) shall

apply to amounts paid or incurred after March 17, 1975.

(2) The amendment made by subscction (b) shall
apply to property placed in service after the date of the
enactment of this Act.

SEC. 432. GENERATING FACILITIES POWERED BY PETRO-
LEUM AND PETROLEUM PRODUCTS.

(a) IN GENERAL.—Paragraph (1) of section 48 (a)
(defining section 38 property) is amended by adding at the
end thereof the following new sentence: “Such term does
not include any electrical generating property fueled by
petroleum or petroleum products (including natural gas).”

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendment made by sub-
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section (a) shall apply to property which is placed in
service after April 17, 1975.

(2) Binpixeg cONTRACTS.—The amendment made
by subsection (a) shall not apply to property which is
coustructed, reconstructed, crected, or acquired pur-
suant to a contract which was, on April 17, 1975, and
at all times thereafter, binding on the taxpayer.

(3) PLANT FACILITY RULE.—

(A) GENERAL RULE.—I{—

(1) pursnant to a plan of the taxpayer in
existence on April 17, 1975 (which plan was
not substantially modified at any time after such
date and before the taxpayer placed the plant
facility in service), the taxpayer has con-
structed, reconstructed, or erected a plant facil-
ity, and either

(i) the construction, reconstruction, or
erection of such plant facility was commenced
by the taxpayer before April 18, 1975: or

(iii) more than 50 percent of the aggregate
adjusted basis of all the property of a character
subject to the allowance for depreciation making
up such plant facility is attributable to either
property the construction, reconstruction, or

erection of which was begun by the taxpayer
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before April 18, 1975, or property the acqui-

sition of which by the taxpayer occurred before

such date,
then the amendment made by subsection (a) shall
not apply to all property comprising such plant
facility. For purposes of clause (iii) of the preced-
ing sentence, the rules of paragraphs (2) and (4)
shall be applied.

(B) PLANT FACILITY DEFINED.—For purposes
of this paragraph, the term “plant facility” means
a facility which does not include any building (or of
which buildings constitute an insignificant portion)
and which is—

(1) a sclf-contained, single operating unit
or processing operation,

(i1) located on a single site, and

(iii) identified, on April 17, 1975, in the
purchasing and internal financial plans of the
taxpayer as a single unitary project.

(C) COMMENCEMENT OF CONSTRUCTION.—
For purposes of subparagraph (A) (ii), the con-
struction, reconstruction, or erection of a plant facil-
ity shall not be considered to have commenced until
construction, reconstruction, or erection has com-

menced at the site of such plant facility. The pre-
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ceding sentence shall not apply if the site of such

plunt facility is not located on land.

(4) MACHINERY OR EQUIPMENT RULE.—The
amendnient made by subsection (a) shall not apply to
any picce of machinery or equipment—

(A) more than 50 percent of the parts and
components of which (determined on the basis of
cost) were held by the taxpayer on April 17, 1975,
or arc acquired by the taxpaver pursuant to a bind-
ing contract which was in effect on such date (and
all times thereafter), for inclusion or use in such
piece of machinery or equipment, and

(B) the cost of the parts and components of
which is not an insignificant portion of the total
cost.

(D) CERTAIN LEASE-BACK TRANSACTIONS, ETC —
Where per-on who s a Party tooda Mxnﬁng coniract
deseribed in ]t;ll';r;_'l‘:l]»]l (2) tran~fers rights i o<ich
contract (or in the property to whicle such conrraet
relates) to another person but a party to such contract
retains a right to use the property under a lease with
such other peron. then to the extent of the transferred
vights sucli other person shall. for parposes of para-
graph (2). succeed to the position of the trausferor

with respect to such hinding contract and such property.
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The preceding sentence shall apply, in any caxe in which

the lessor does not make an eleotion under section 42 (d)

of the Interual Revenue Code of 1954, only if a party

to such contract retains a right to u<e the property nnder
the long-term leasc.

(¢) QUALIFIED PrOGRESS EXPENDITURES.—Nothing
in the amendment made by subsection (a) shall be construed
to deny any investment credit for qualified progress expendi-
tures described in section 46(d) of the Internal Revenue
(‘ode of 1954 for any taxable year beginuing before April
17, 1975.

Pussed the House of Representatives Jane 19, 1975,

Attest: W. PAT JENNINGS,
Clerk.
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STATEMENT OF ELLIOTT M. ESTES, PRESIDENT AND CHIEF OP-
ERATING OFFICER, GENERAL MOTORS CORP., ACCOMPANIED BY
DR. HENRY L. DUNCOMBE, JR., VICE PRESIDENT AND CHIEF
ECONOMIST, GENERAL MOTORS CORP.

Mr. Estes. Thank you very much, Mr. Chairman,

T am Elliott M. Estes, president of General Motors Corp. With me
today is Mr. IHenry L. Duncombe, Jr., vice president and chief econ-
omist of GM. We are pleased to have the opportunity to testify on
H.R. 6860, and particularly on title II. part I, that promises to have
a profoundly adverse effect on the automobile buyers and the na-
tional economy.

In the interest of conserving time, I will read a summary of our
full statement, and I request that the full statement appear in the
record.*

The American consumer is just now beginning to see some signs of
hope of economy recovery, and consumer confidence, as measured by
national surveys, is beginning to increase. Yet the public remains
cautious in two major respects: home buying and auto purchases. One
contributing factor is the confusion about energy availability, energy
prices, and national energy policy. For example, there have been con-
flicting news stories about whether or not people are going to be able
to buy gasoline this summer. Also. there has been a wide range of
figures quoted for future prices of gasoline. Obviously, people are not
gﬁ)ing to buy new cars if they are.not sure they will be able to drive
them.

Both the home building and automobile industries play important
roles in national economic recovery and both industries are heavily
influenced by consumer uncertainty. An additional reason for com-
paring them is that H.R. 6860 applies two quite different energy
policy philosophies for these two industries. That is, while consumers
use about 22 percent of the national energy in their residential struc-
tures, H.R. 6860 provides tax incentives for home insulation and storm
windows. It does not impose an arbitrary or punitive limit on the
size or fuel consumption of new homes, nor should it. In contrast,
while consumers use about 13 percent of national energy for auto-
motive transportation, FI.R. 6860 establishes fuel economy standards
that will, by 1981, result in substantial arbitrary restrictions on the
types of cars that can be made available to the public.

The turmoil in the energy situation is bringing about drastic
changes in the importance that people attach to fuel economy in auto-
mobiles. In order to meet the fuel economy demands of the public,
GM has embarked on the most ambitious and costly new-design pro-
gram in our industry’s peacetime history. In all, General Motors plans
to spend billions of dollars to provide the highest practicable fuel
cconomy in cars of all sizes in the next fow years.

Since the oil embargo ended some 14 months ago we have intro-
duced six new smaller models, which, taken together, average better
than 21 miles per gallon, sales weighted, on the EPA composite
urban/highway test.

The 1975 model program is only the first stage in our efforts to
meet, the fuel economy demands of our customers. In the 1976 model

*See p. 172,
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years, we will introduce America’s smallest, most fuel efficient car.
Still to come are programs to reduce the exterior size and weight of
our larger cars while maintaining present levels of roominess and of
comfort.

One result of our programs to provide consumers with improved
fuel efficiency will be a major change in the weight classes of cars wo
will be offering in 1976 and later model years. Only about 20 percent
of our current products are in inertia weight classes of 3.500 pounds
and under, that is, a curb weight of about 3,000 pounds; by 1980, we
expect these classes to account for more than 70 percent of our sales.

Looking at our full-size cars, about one-third of our total produc-
tion in 1975 is in inertia weight classes of 5,000 pounds and up. By
1980 we expect cars of this weight class to represent a negligible per-
centage of our sales. We are taking weight out of virtually every car
we build—at least 700 pounds from our full-size cars.

This drastic shift in the weight class of the cars we are building,
along with changes in engines, reduced size engines, drivetrains and
axles, improved aerodynamics and other fuel economy measures will,
because of market demands, enable us to keep our commitment to the
Federal Government to meet or exceed 53-percent improvement in
the fuel economy of our cars between 1974 and 1980.

As a result of these fuel economy improvements, made in response
to consumer demands brought about by higher gasoline prices, total
gasoline consumption for all cars on the road will decline between now
and 1980. The projected savings in oil, as estimated by the Federal
Energy Administration, is 587,000 barrels per day by 1980. There is
no other energy consuming sector of our economy that is approach-
ing this negative energy growth. If there were, our country would be
well on its way to solving its energy problems.

Why then do some people feel it is necessary to establish fuel econ-
omy standards for automobiles? Because of several misconceptions
about the automobile market and automotive technology.

One of these misconceptions is that there is some magic new tech-
nology that we could use, if only we would, to achieve fuel economy
improvements of 50 percent or more in a given car. I assure you, this
is not the case.

Another aspect of the misconception about technological solutions
is that European and Japanese manufacturers rely on superior tech-
nology to achieve fuel economy that is generally better than the fuel
economy of the American cars. This is simply not true.

The high miles-per-gallon figures associated with some of the foreign
cars result from the simple fact that they are smaller and lighter
than any currently built American car. One needs only to examine
the 1975 EPA fuel economy ratings and make a comparison between
GM models and comparable imports to see that our technology is as
good as any in the world. Note that in charts A, B. and C, which make
up the last pages of this statement, in every weight class in which we
compete, a domestic General Motors car ranks either at the top or
near the top for fuel economy.

Our analysis of this legislation has indicated that it could cause a
substantial loss of sales and jobs as early as the 1980 model year. Much
more drastic consequences could be expected in post-1980 model years
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as the standards jump an average of 1.5 miles per gallon per year to
reach 28 miles per gallon in 1985,

The idea that General Motors can build the kinds of cars it wants
to build. then use its advertising power to somehow make the American
public want to buy those cars 1s a myth. This point was amply proven
by the experience in car sales in the 1974 and 1975 model years. On
the contrary. we try to put the kinds of cars on the market that the
American people have indicated they want to buy. If we are required
to meet standards that force us to build cars that do not conform with
what the American people want to buy, they simply will not be sold
and the entire economy will sutter.

H.R. 6860 mandates 20.5 miles per gallon for 1980, which represents
a 68-percent improvement over General Motors' 1974 level of fuel
cconomy—=28 miles per gallon mandated for 1985 represents an im-
provement in fuel ecconomy of 130 percent for (M. There is no evidence
that such stringent fuel economy-standards as called for in this legis-
lation for the 1981-8&5 model years can be achieved without serious
disruptions of the national economy and intolerable unemployment
consequences.

The 1985, 28 miles per gallon, standard cannot be achieved through
techological developments alone. It must be achieved by restrictions
on the size and weight of cars that can be built. Beginning this fall
General Motors, as I said, will offer a small, light. relatively low-
powered vehicle that is smaller than the smallest subcompact car now
being produced in the United States.

If we were required to meet a 28-miles-per-gallon standard for our
entire production, the vast majority of our cars would have to be the
size of the Vega and our new minicar or smaller.

If the American public cannot purchase vehicles that will be suited
to their needs, many owners of larger cars are likely to keep them
rather than trading them in on new. more fuel efficient cars: Thus,
rather than conserving fuel, standards in the area of 28 miles per
gallon would have the effect of perpetuating the use of less fuel efficient
cars, and this would result in increased gasoline consumption, contrary
to the purpose of the bill. :

Mr. Chairman, I would like to turn now to comments directed
specifically to the legislation before this committee, H.R. 6860. The
Senate Commerce Committee also has reported out a bill, S. 1883, that
would mandate stringent fuel economy standards. Most of our com-
ments apply to that bill as well.

We believe it is a serious mistake for Congress to set standards by
legislation, and the problems encountered with the Clean Air Act
bear this out. There is widespread agreement that the automotive
standard for NOy in the \\ct was established in error. is not necessary
to achieve air quality goals and blocks the introduction of alternate
power plants. Yet Congress has not yet changed that requirement,
despite the urging to do so by the Environmental Protection Agency
nearly 2 years ago.

Section 212(c) (1) of-the bill, as passed by the House, gives the
Secretary authority to determine if an emission standards penalty
exists for any model year compared to the fuel economy that would
have resulted if the cars were required only to meet 1975 emission



122

standards. This section correctly recognizes that there is likely to be
a fuel economy penalty associated with meeting future emission
standards that are more stringent than current standards. This section
fails to locogmze, however, that emissions requirements on auto
manufacturers are made more stringent not only by lowering the
numerical standards but also by changes in test procedures and other
regulations pmnmlrrated by the admlmst rative agency.

Thus, unless section 212(c) provides for adjustment in the fuel
economy standards for changes in emission regulations and pr ocedures
that adversely affect fuel economy as well as for changes in the emission
standards. it will not be fully effective,

If this legislation is passed. there is likely to be conflict between
the EPA and the auto manufacturers over determining the magnitude
of the fuel economy penalty. Since the punitive penalty for a manu-
facturer of 4 million cars would be %20 million for cach one-tenth
mile per gallon below the standards. an accurate determination of the
emission standards penalty could be of vital concern.

It is extremely important that this committee understand the rela-
tionship between legislation mandating fuel economy standards and
legislation being cons1dm ed by other committees of ( “ongress that will
establish the emission standards that the automobile companies will
be required to meet in future model years. We have urged the Congress
not to proceed with fuel economy standards until such time as con-
gressional decisions on emission standards have been made.

There are a number of other specific provisions in the automotive
standards section of H.R. 6860 on which General Motors would like
to comment. In the interest of conserving time, however., I will not
cover these in my oral testimony today.

In concluslon General Motors eurrently is working as hard as it
can to improve the fuel economy of its cars. and we phn to continue
that effort on which we are spending billions of dollars.

A 53-percent improvement in the fuel economy of our cars in 5
model years, which we have committed to achieve under the volun-
tary program, represents a dramatic and unprecedented contribution
to achieving the energy goals of the Nation, Automobiles account for
only 13 pmcont of total energy use. and if similar improvements were
made in other energy consuming areas that account for 87 percent of
energy use, the energy crisis would soon end.

We recognize. of course, that it is not reasonable to expect as much
consenatlon in other encrgy consuming sectors as will be achieved
in the automotive sector. That is why our Nation’s energy policy must
include measures to increase production of energy as well as steps to
conserve energy. We in General Motors, urge that the followi ing steps
be taken in addition to the voluntary passenger car fuel economy im-
provement program:

One, decontrol energy prices to encourage production and reduce
consumption. Two, if free market actions are insufficient, impose a
tariff on imported oil for the limited time needed to oﬁ'ect greater
conservation. Three. impose a tax on gasoline and other motm' fuels
if price decontrol and import tariff are madequate Four, legislatively
enact a program to monitor the automobile industry’s progress toward
meeting the 1980 fuel economy improvement goal and require periodie
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reports to Congress. And five, continue the present 49-State vehicle
emission standards thr ough the 1981 model vear.

We believe these measures represent a sound, well-balanced program
that would make a significant contribution to achievement of the
Nation’s energy goals. \\ e urge Congress to direct its attention to these
arcas rather than to fuel economy standards that could have a drastic
negative effect on the well-being of \mericans.

The Crramyray. I am going to ask, in order that we might receive
this in the proper context. and beeause we have full attendance at
this moment, that we hear the statement in chief from the other three
automobile manufacturers and that then we can direct questions at all
three at the same time. I think that will expedite the procedure. So I
will ask now that Mr. Fred Secrest. exccutive vice president of the
Ford Motor Co. present the Ford statement. and then T will ask for the
Chrysler statement. and then we will ask all three of you gentlemen
to take the witness stand and field the questions.

STATEMENT OF F. G. SECREST, EXECUTIVE VICE PRESIDENT, OP-
ERATIONS STAFFS, FORD MOTOR CO.

Mr. Srcrest. Mr. Chairman, and members of the Senate Finance
Committee, I am Fred Secrest, executive vice president.of Iford
Motors.

I have filed with the committee an 8-page statement and in the
interest of time. T will read a condensed version.

The CitamraaN. Insofar as your statement merely repeats what Mr.
Estes said, you could indicate that he has spoken for the two of you, and
insofar as vou have a different opinion, I think you ought to stress
that part of it.

Mr. Secrest. T will try to do that, My, Chairman, although I just
read Mr. Estes’ statement a few minutes ago. so I am not certain that
I can isolate for you the areas of difference if any, between our posi-
tion and that of General Motors.

The Cramyax. Well, you have got an old expert in testifying be-
fore the committee sitting behind you there, in Mr, Mark. If he would
help, I think you can concentrate on the defS where you might be at
odds with Mr. Estes.

Mr. Srcrest. The bill before the committee, H.R. 6860, requires
that motor vehicle manufacturers meet fuel cconomy standards be-
ginning in model year 1978 at levels 32 percent higher than 1974
models. Tt provides severe fines for manufacturers “whose average
vehicle production does not meet these standards. It establishes even
tighter standards for future years, culminating in a 28-mile-per-galion
average by 1985,

It is Ford Motor Company’s conviction that fuel economy improve-
ment is one area where there is no need for regulation. With gasoline at
5T cents a gallon in June. increases just last w ek of 3o 5 cents a aallon,
and pntentlall\ much higher prices, consumers do not need a Taw to
force them to look for. tho best fuel economy. Compacts and subcom-
pacts are currently running 57 percent of Ford’s sales. compared with
41 percent in 1973,
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Nor does the manufacturer need a law to force him to provide what
consumers are demanding. A few weeks ago, Ford introduced eight
new so-called MPG cars giving the customer a choice of several models
that deliver 27 miles per gallon in the EPA combined metro/highway
test, or 34 miles per gallon on the highway test alone. During the past
5 years, we have spent nearly $2 billion to develop new small cars and
to expand our small car capacity. By 1980, we expect to spend an ad-
ditional $2 billion on more efficient car designs and better fuel economy,
through engine and drivetrain improvements and product downsizing.
We expect Iford’s 1976 model average fuel economy to be 3 miles per
gallon, or more than 20 percent, better than this year. These changes
are expensive, but we are making them because we must respond to the
demands of the marketplace. The cost of mandating and deadlining
these changes by Government regulation is likely to be very high, for
several reasons.

First, conversion of facilities and redesign and engineering pro-
grams to meet the timetables indicated in this bill would be enormously
expensive and disruptive. In the 6 months ending March 31, 1975, Ford
had before-tax losses of over $200 million. As a result we have had to
increase our borrowing substantially. While ive, of course, anticipate a
recovery from the present automotive depression, the losses will have
a significant effect on our investment capability. Our present plans for
fuel economy improvement, the $2 billion I mentioned, represent the
maximum we can afford, and some other manufacturers may well prove
unable to do this much.

Even with no limit on thie capital available for investment, there
would be a serious risk that a manufacturer might fail to achieve some
of the standards under the rigid timetable prescribed in the bill. The
risks include unpredictable variability of test results, wide variations
in new car sales mix in response to consumers demands, which would
change a manufacturers average car fuel economy, and the potential in-
ability of the manufacturers to put together on the stated date all of
the individual technical improvements that may be required to achieve
the overall target. IFailure. even briefly, or to a very minor extent, to
meet the target for any of these reasons. would mean massive financial
penalties. The consumer would pay the extra cost inherent in rush pro-
grams aimed at meeting arbitrary deadlines. And he would also pay
at least some portion of any penalties.

Perhaps most importantly, the standards may discourage actions
aimed at the real objective of the legislation, that is, continuing im-
provements in fuel efliciency for the entire car fleet. Changes made dur-
ing a model year might not count at all for the purpose of measuring
the average results. The introduction of high-risk advanced technology
would be slowed because the penalty for failure would be so much
greater than in a free market. Under a mandated standard, manufac-
turers would have to place their limited financial and technical re-
sources almost entirely on sure things. Finally. the 28 miles per gallon
standard could rule out efforts to improve the fuel economy of larger
cars. forcing those owners who believe they have a genuine need for
family sedans or station wagons to retain. as long as possible. their less
efficient older models.

We believe that mandatory fuel economy legislation is unnecessary,
that it could prove costly to consumers and that it would impose an
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dustry. If Congress nevertheless believes that mandating fuel economy
is essential, we would hope that any bill would have three important
objectives: First, to accomplish the goal with the least possible inter-
ference in the marketplace and with minimum disruption to employ-
ment; second, to set standards that are technologically and financially
achievable; and third, to assure the availability of vehicles adequate
to meet the transportation needs of the people.

Iturther, the automotive fuel conservation goals should be consistent
with whatever conservation actions may be mandated for other energy
uses, Accordingly, it such legislation is deemed necessary, we strongly
urge the following modtifications to H.R. 6860.

IPirst, delete the 28 miles per gallon standard for 1985, It seems prob-
able that a 25 mile per gallon average cannot be achieved by 1985 across
the range of vehictes presently demanded and needed by a large seg-
ment or the U.S. market. Only 10 of the 320 passenger cars listed in the
1975 EI'A Buyer's Guide achieve a Metro/highway average of 28 miles
per gatlon or better. All 10 of these are imports and all except the
Peugeot diesel are in the 2,500 pound weight class or lighter. A manu-
facturer could hardly make long-term investments in more eflicient
tull-sized vehieles, because even with improvement of 50 percent or
more, they stiil may not come close to the 1985 standard. The six-pas-
senger sedan and the station wagon would disappear from the new-car
market. Such a standard would require a total restructuring of the
industry, including the writeoftf of billions of dollars worth of facili-
ties. Major unemployment would be unavoidable during the long tran-
sition period. Ifurther, domestic vehicle prices would have to reflect
the enornious cost of this facility conversion ; while most foreign manu-
facturers, who are already building 2,500-pound cars for their home
markets, would have considerably less task and cost.

We believe, therefore, that a standard at this level would turn over a
further large shave of the market to the imports, with, of course, severe
eftects on ULS. jobs and the balance of payments.

The flexibility given to the Secretary of Transportation to modify
the 23 miles per gallon goal would not resolve this problem. Product
and tfacility plans would have to be based on the statutory standard
until a determination of modification was made in 1979 or later. Any
modifications would probably come only at the last minute.

There 1s no doubt that continued improvement in automotive fuel
economy 1is necessary and possible after 1980. We believe that this
improvenent will occur as a result of market forces, and that by 1980
it will become obvious that a costly regulatory structure is not needed
to achieve the goal. If Congress wishes to assume a continuing need for
reguiation, however, it should authorize the administering agency to
sct post-1450 fuel economy standards only after careful assessment of
technological and financial feasibility; a thorough analysis of con-
sutner needs: analysis of the impact on safety; and reassessment of
the Nations energy requirements and supplies. There is simply no
basis today for mandating a standard of 28 miles per gallon or any
other number for a period that is 10 years away. Second, we believe
the penaltics must be modified. The level of penalties in H.R. 6860 is
exorbitant and could be considered confiscatory.

53-30" =Th—-pt. 1——9
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If Ford should achieve an average fuel economy of 19 miles per
gallon in 1980, the shortfall of 1.5 miles per gallon or only 8 percent
Trom the proposed statutory standard would result in a civil penalty
of about $225 million, equivalent to before-tax profits of $450 million.
Owr dividend payments, at an annual rate, are $225 million a vear
today. Fines of this magnitude would deprive manufacturers of
needed funds to make heavy investments in conversions and fuel econ-
omy technology. In fact, such huge contingent liahilities would, in our
judgment, seriously jeopardize our company’s ability to raise the capi-
tal funds needed to attain major fuel economy improvements. In view
of our concern about the effect of these provisions on how investors
and lenders would evaluate the industry’s securities, we suggest that
the committee might wish to seek testimony from Government and
private experts on the subject.

There are & number of ways in which the penalties could be mod-
erated, such as use of the production-weighted average application of
the penalty only to those cars not meeting the standard, which T think
is essentially the suggestion made by Mr. Estes; reduction of the
dollar amount of the penalty; provision that the maximum penalty
should not exceed some stated percentage, perhaps 10 to 25 percent
of a manufacturer’s profit ; or making the penalty tax deductible. Such
changes could still result in potential penaltics that would assure
maximum cffort to avoid them, without the shattering consequences.
of shortfall under the schedule set forth in 6860.

Third, we believe that any requirements for truck fuel economy
standards should be deleted. The lowest operating cost is a prime
objective for truck operators, and fuel economy is therefore an espe-
cially important purchasing criterion for trucks. Trucks are designed
primarily to haul goods. A reduction in truck size which might he
required to meet fuel economy standards would not necessarily resnlt
in an overall reduction in fuel consumption, if more trips would be
needed to carry the same amount of goors) .

Further. today there are no EPA data indicating the average fuel
economy of the Nation’s new truck fleet, because EPA’s testing meth-
ods for many trucks do not yield meaningful fuel economy figures.
The wide variety of truck usage patterns, loading conditions and ve-
hicle configurations have dictated engine only rather than veliele
testing. B

And fourth, permit inclusion of cars presently imported by the
manufacturer in overall fuel economy average. As initially proposed
in the House by Representative Sharp, each manufacturer would have
determined an import base equal to his imports in 1973 or 1974 as a
percentage of the total vehicles sold by him in those years. This import
base would be included in determining the manufacturer's aver: oe
fuel economy in future years. The House, however, accepted a substi-
tute provision requiring that all imports, except from Canada, be
excluded in determining a manufacturer's basic fleet-average fuel
economy. .

The provision as originally proposed would clearly prohibit a man-
ufacturer from initiating so-called runaway-1:lant actions in order to
achieve the fuel economy standard. We think this original provision
seemed to be a reasonable safeguard, and we urge its incorporation. -
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We are gratified that the House, in H.R. 6860, has recognized that
there must be adjustments for the fact that, for any given vehicle
and powertrain, tighter emission controls means a loss in fuel cconomy.

And finally, we want to emphasize that the singlemost helptul thing
that Congress could do to improve automotive fuel economy would be
to act to defer any fwrther tightening of emission standards and retain
the already-stringent present standards for 5 additional years. The
I’resident has recently recommended such a deferral, based on an
analysis indicating substantial fuel cconomy degradation in moving to
the 1978 statutory levels. I must stress that as an ubsolute prerequisite
for the degree of fuel cconomy improvement envisaged by this bill be-
tween now and 1980 is a freeze in emission standarvds at or near today’s
levels.

Mr. Chairman, we are preparing a copy of H.R. G860 with specifie
amendments to accommodate these suggestions we have made today
that would, in our judgment, remedy the scrious problems I have
discussed and clarify and improve the bill with respeet to amumber
ol technical details.

We have also included some additional suggested minor amend-
ments, together with their rationale that time restraints have not per-
mitted me to cover today. I request permission to file his document
for the record.

Senator Taryavce [presidine]. Without objection. it is so ordered.*
Mr. Secrest, if you will file those suggested amendments, the com-
mittee will give it consideration.

Thank you sir.

The next witness is Mr. A. G. Loofbourrow, vice president of engi-
neering, the Chrysler Corp.

STATEMENT OF ALAN G. LOOFBOURROW, VICE PRESIDENT,
ENGINEERING, CHRYSLER CORP.

Mr. Loorsorkrow. Thank vou, Mr. Chairman. Because of the limited
time available to me. I would like to state our position briefly, and to
submit for the record a more complete statement describing the engi-
neering considerations involved in improving gasoline mileage. and
the drawbacks to legislative solutions to the problem.

Senator Tararance. You may submit vour full statement for the
record. We would be delighted to have it, sir.

Mr. Loorsourrow, Thank you, sir.

In our view. this legislation is unnceessary. Tt poses a serious threat
to the economic health of the automobile industry. its thousands of
supplier industries, and to many thousands of their employees.

Tt imposes unnecessary and arbitrary restrictions on the freedom of
choice that, has been a critieal force in the success of the free market
system. Discriminatory legislation that effectively outlaws larger
cars wonld unfairly penalize individuals and families who reauire
these vehicles. and would limit the size and number of motor vehicles
mannfacturing operations in this country.

Sueh drastic measures in the name of fuel conservation wonkl
apvear to be obviated by the fact that Chrysler and other manufac-

*Sce p. 189.
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turers have already pledged to improve fuel economy of their fleets by
40 percent by the year 1980.

'That represents a savings of more than 487 million barrels of crude
oil a year by 1980. A comparable improvement by all other users of
petrolenm products would result in savings of additional hundreds
of millions of barrels of erude oil annually.

In recognition of these facts, the President of the United States
has recommended that Congress hold automotive emissions standarvds
at their present very strict levels, since any additional tightening of
those standards must inevitably impede our efforts for greater fuel
cconomy.

Chrysler vehicles meeting today’s California standards. for exam-
ple. incur a 12 percent penalty compared with comparable vehicles
meeting Federal standards. More stringent standards necessarily pro-
duee larger penalties. No law, no tax or civil penalty program, and no
crash research development project can change that basic engincering
fact of life.

Despite the technical problems posed by today’s stringent. emissions
standards, we have improved the fuel economy of our 1975 flect by
15 percent over 1974,

This industry does not need standards or taxes or any other arti-
ficial incentive to provide better gasoline mileage. We already have
the strongest incentive a free economy produces—the demand of our
customers. We do not need a law to echo what we hear in the maurket-
place.

At Chrysler we are now developing ways to meet today’s strincent
enmissions standards while at the same time improving fuel cconomy
through precise electronic control of the engine’s operation.

As a result of technological improvements and the shift in mix to
small cars we_are confident we can reach the goal of a 40 percent
imnrovement in fuel economy on a sales-weichted basis by 1980,

Our mutual objective—reduced fuel consumption—might hetter
e met by revising existing laws, rather than writing new ones.

The automobile industry is inundated with contradictory, mutually
exclusive standards that work against improved fuel economv. A\
multitude of safety standards that have practically no identifiable
henefit add hundreds of pounds to a car's weight and seriously pena-
lize gasoline mileace. Proposed emissions standards could lead to fuel-
cconomy penalties of 30 percent. Proposed noise and damageahility
standards could eause additional penalities.

[ think we all know from experience in both government and in-
dustyy that vou cannot legislate a technical breakthrough or solve a
problem by simply throwing money at it.

Teehnological progress usnally requires careful and painstakine
work, There are rarely dramatic solutions to our problems. To heln
reach the President’s 40 percent goal, we are taking a number of
actions in addition to developing electronie controls for engine tim-
ing. fuel distribution, and other eneine operations,

These modifications include redueing vehicle weight, improving
aeradynamies, lowerine axle ratios. improving transmissions, redneinge
hrale drag. lowering idle speeds. and reducing rolline vesistance, None
of these sonnd vory exeiting by themselves, but taken tocether they ean
produce significant improvements in gasoline mileage. We are also
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planning new lines of smaller, lighter, more fuel efficient cars over the
next few years. The first of these new cars will be available this fall,
and will sell alongside our present line of compacts.

New laws in the form of fuel economy standards won’t get us back
the mileage we have already lost, and won’t prevent additional losses
if safety and emissions standards are necdlessly tightened.

We urge this committee not only to reject additional and unneces-
sary fuel-economy standards. but also to recommend a 3-year freeze on
present standards so that we can attain our promised 40 percent im-
provement by 1980.

As T have said, the industry is still ' doing what it always has done-—
responding to the demands of the marketplace, and the requirements
of our national objectives.

And 1 believe that we can continue to advance toward the objectives
of better fuel economy, environmental protection, and safe and eco-
nomical transportation.

All we ask 1s that Government establish clearly ordered priorities on
the basis of the engineering realities of technological feasibility and the
cconomic realities of cost-benefit studies.

Thank you.

Senator Tavyapce. Thank you very much, sir.

Now. Mr. Estes, if vou and Mr. Secrest will join Mr. Loofbourrow
at the witness table, we will propound questions to any of vou. .\nd
without objection, we will restrict the round of interrogations to 10
minutes ver Senator. If any Senator desires more time than that. we
will provide a second and if need be a third and fourth round. as many
rounds as necessary. Is that agreeable to the cornmittee? Without ob-
jeetion, it is so ordered.

Senator Curris. Mr. Chairman.

Senator Tavaanae. Senator Curtis.

Senator Coerris. T would like unanimous congent to insert an opening
statement in the record following the statement made by the
Chairman.

Senator Taraancr, Without objection, so ordered.?

Gentlemen, as all of you know, we have a crisis in imported petro-
leum. Domestie reserves are decreasing and the OPLC nations have
quadrupled the prices for imported petrolenm. And last year we paid
about $25 billion for imported petrolenm. There is just no way on Iearth
that we ean earn the foreign exchange to do that.

Now. the I’resident has suggested making fuel so expensive that the
price will ration the product itself. And that seems to be the thrust of
M. Istes paper that he submitted. as T saw it. ‘

But T think Congress is unwilling to buy that. If vou take for ex-
ample. the community where I'live, 25 miles south of Atlanta, Virtually
all of my neighbors work in Atlanta, That means a 50-mile round trip
daily for gainful employment. A lot of them work in the IFord plant.
some in the General Motors assembly plant, Delta Air Lines, Iiastern
Airlines, things of that nature. ‘They all are working people. And it
they have to pay 75, 80 cents or a dollar a gallon for gasoline, it will
place an intolerable burden on those people. They would probably have
to move back to town, dispose of their homes, or something of that
nature,

1 8ee p. 1.
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And you have some similar situations throughout the country. Ours
is pretty much a mobile society today. And since you gentiemen are
manufacturers of principle automotive products in this country, you
know it better than I. Our people are addicted to antomotive
transportation,

So some action is going to be necessary to limit the imports of pe-
troleum and to convert to coal and other resources that we have in this
country in great abundance.

As T reeally about 17 million barrels of petrolenm is used daily in
America. Is that abont right.

Mr. Estes. Something like that,

Senator Taraancr. How much of that goes into gasoline or antomo-
tive transportation?

Mr. Estrs. About 13 percent.

Senator Tararance. Only 13 pereent of petroleum? Now, yvou stated
133 percent in the energy needs. '

Mr. Estes. Thirteen percent of total cnergy, about 30 percent of
petroleum.

Senator Tararancr. Thirty percent of petroleum goes into produe-
tion of gasoline or automotive transportation.

Mr. Estes. Right.,

Senator Tarvance. So we are talking roughly about what? Iive
million barrels of petroleum daily ?

My Fstes. Five orsix. -

Senator Tararanor. Automotive propulsion on that orvder——

Mr. Esres. Five tosix, that is right.

Nenator Taryrance. Five to six million harrels daily.

Now, T think you make good arguments in yvour paper about trying
to enforee technology by law. T doubt that that is possible.

How does your product compare with sonie of the best enginecered
German produets, I guess a Cadillac and a Mereedes and what do they
call it, Bavarian Motor Works over there in Germany, they are all
about

My, Esrrs. BMW,

Senator Tararavcr. They ave about equivalent aren’t they?

Now I believe you got some good mileage on your new Cadillac
Seville. What do you get per mile. per gallon on it ?

Mr. Estes. It is 17.2 on a weighted average between the two EPA
runs. 35 percent city. 45 percent highway that the EPA has deter-
mined, 17.2. It happens to be the highest fuel economy of any foreign
or domestic 4,500 pound car being sold in the United States today,
according to EPA numbers,

Senator Tarmaoar. What does Mercedes get ?

Mr. I8srrs, Merveedes on a comparable basis is about 13,

Senator TaLmance., In other words, you are doing better than the
Germans are in that regard.

Mr. Estes. By a considerable amount. Now, Mercedes has a diesel
engine. And to be fair to the committee, the diesel engine, I think
on the same basis, gets about 24. But, their gasoline engines are con-
siderably poorer in fuel economy than our Seville. ’

In fact, as I said in my statement, if yon will examine the EPA
in any weight class in which Gencral Motors compotes, and we do
not compete helow 2.750 pound weight class this year—we are going to
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next year—in any weight class, we are getting the highest fuel economy
in the General Motors cars of any cars in those weight classes, inelud-
ing the foreign vehicles,

Senator Tararapce. What about the Bavarian Motor Works?

Mr. Estes. 1 cannot tell yvou specifically. We can checi it. But we
are leading in every single weight class.

Senator Tarmapce. Do you have yvour tables that give the Bavarian
Motor Works. Someone told me they got excellent mileage.

Mr. Tstes. We will have to check. BMW gets 19 in the city and 30
on the highway and one of their jobs, 14 and 21. But we need to
get the composite nnher that we are talking about. But, in any given
weight class. we will beat a BMW at the same weight.

Senator Tararanci, T got the thrust from all of your testimony that
without technological breakthroughs the principle way yon could get
better gasoline mileage would be to reduce the size and weight of vour
automobile. All of vou agree on that.

Mr. Esres. Really. 1 think the committee should know that there
are a number of ways of improving fuel cconomy. But when we talk
about improved technology in engines and transmissions and axles. we
are talking about tenths of a mile per gallon from our current levels
with any known technologyv.

Omn the other hand. when we reduce the weight of a vehiele by 1.000
pounds, we save 20 percent in fuel economy. When we reduce the per-
formance of a vehicle. and let us say that our average vehicle in the
United States today has a performance level zero to 60 of 15 seconds,
1f we reduce that to 20 seconds—that happens to be the minimum—as
far as fuel consumption is concerned, we only gain 6 percent.

So our program to reduce weight in all of onr vehicles is the most
eflicient way to improve fuel economy and the fastest. T would like
to tuke this opportunity. however, to tell the committee that maybe
the most important thing, since our vehicles may be the nost post-
ponable product in the market today. that we have got to he sure that
whatever that car is. each new model, it adequately and move effectively
serves the transportation needs of our customer. or he will keep his
current car. And that has been demonstrated in the last 2 years, I think
very, very effectively.

Senator Taryapcr. You have touched on a point that I mysclf have
had some experience in. Mr. Estes. When we had the Arab boycott
I decided to get real patriotic, and I have beeun a faithful customer
of Gencral Motors there in Atlanta for many, many years. Specifically
John Mitchell’s Oldsmobile dealership.

Mr. EstEs. We want to keep it that way. Mr. Chairman.

Senator Taryance. Thank you, sir. I had been driving an Olds 98
so I got the smallest C'utlass T could find. My 98 was 6 vears old.
It had relatively no trade in value. )

I have to o home quite frequently. So I took my 98 home and had
it fixed up to where it would run. And it does still perform mag-
nificently, T may say. But I get 15 miles to the gallon on my 98 that
is now 714 vears old and T get 12 miles to the gallon on my Cutlass
that is 114 years old. Now what caused that drastic reduction in
mileage cven for newer and much smaller and lighter weight
automobiles. '
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My, Estes. Unfortunately the technology that was available to our
mdustry to improve emission levels and reduce the cmission levels
to statutory standards through the last years and specifically between
1969 and 1974, and I assume vour Cutlass was a 1974, because if it
had been a 1975 vou would be beating that 1969 job. During that
period, we lost, as an industry average, or at least in (General Motors
sales \\omhted about 16 pm(ont in fuel economy with the technology
we were using to meet the emission standards during that period.

In 1975, due to what we feel is the real accomplmhnmnt-—thqt is
the development of what I call garbage disposal for emissions: the

catalytic converter—we were able to go back and retune the engines
to improve and get back that 16, 17 percent that we lost, plus a little
bit more fuel economy.
"~ Ro, now, if you will just trade that Cutlass in for a 1975 Cutlass,
vou will beat the 1969 job. And you will get anxious to buy a 1975
Oldsmobile 98 at the same time,

Senator Taryrapcre. Are you saying that Congress is responsible for
that reduction in mileage now by emission standards that we imposed
onyou?

Mr. Estes. Well, I guess, maybe you have to assume some of the
responsibility. May be we have to assume some of the responsibility for
not developing the catalytic converter earlier to prevent that decrease
in fuel economy during that period.

But we have made a dramatic nnprovemont In the General Motors

case, according to EPA numbers we are 25 percent better in 1975
than we were in 1974, sales weighted.

It is a dramatic 1mp10vomont Our concern, I guess, now, is that we
do not want to lose that with some further tightening of the stand-
ards until some new technology comes along that is going to give us
another improvement of that t) pe.

Senator Taraance. Thank you. My time has expired. Mr. Iistes,
And following Senator Long’s carly bird rule. I believe Sepator Ilas-
lkell is the next to inter mgato the witnesses.

Senator IHaskell is recognized.

Senator ITaskrrr. Thank vou, Mr. Chairman.

All of you gentlemen seem to coneur with the President’s 40 pereent
voluntary improvement. To what hase does the 40 percent apph ?

Mr. Estes?

Mr. Estes. T am sorry.

Senator HaskeLL. You apparently concurred with President Pord’s
voluntary 40 percent improvement. All of you testified that it was
satisfactory. T am just curious as to what figure that 40 percent is
applied.

Mr. Estrs. That figure is applied to the sales weighted 1974 in-
dustry number. that was developed on a basis

Senator Haskern. What is the industry number ?

My, Estes. The industry number was 14 and the industry 40 pereent
nnplovomont is 19.6. Our General Motors number on the same hasis
was 12.2 in 1974, We go to 18.7, the General Motors portion of that
improvement is 53 pm‘oent

Senator TTaskent. You have testified. Mr. istes, that vour new
Cadillac wets 17. Yon also testified you are bringing out a line of cars.
six models T believe von said, that obtain 21 miles per gallon.
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Mr, Estes. They are alveady on the street, Mr, Senator.

Senator Ilaskrenn. You folks can do it. And yet, at the saine time,
Mr. Estes, you said that it would be a dreadful thing to force you by
statute to arrive at a certain level because it would have an adverse
impact on sales. Where would those sales disappear to? Would Ford
get them? Would Chrysler get them? Would the Mercedes get them?
What would happen to them?

Mr. Estes. Senator, I think I stated a while ago and I think our
history backs us up, that we are selling a postponable product. Our
average buyer has a 214-year-old car. The life of the car is 10 years.

S0, he has no incentive rather than a better product or hetter serving
his need to buy a new car this year, he can wait till next year, he can
wait 2 years, he can wait 3 years, he can wait 4 years. And the poor
person that gets hurt in this is the very person we do not want to be
hurt. And that is the person that is buying a used car.

Last year there were 34 million cars sold in the United States. The
last 2 years of the life of the car, that is great tiansportation sold for
hetween $400 and $800 currently. And the poor individual that we are
worrving about most. the Jow-income buyer, is the person that is aoing
to got hwrt in this. Not the buyer of the new car, he can drive it £ more
vears withont any problem.

Senator Hasxern, If this is the case, if it would postpone the pur-
chase of new cars from General Motors when they begin making only
lightweight, better mileage cars, how do you account for the dramatic
increase in sales of imported cars?

Mr. Estes. First, I would like to say that our program contemplates
a big improvement in fuel economy and what we think is a maximum
reduction in weight and size of our vehicles and still keep the buyer
interested, because there is not any question that energy is going to
be more expensive in the future. It has to be, and we have to conserve.
We think our program

Scnator Hasxrrn, What troubles me, Mr. Estes, is you say that com-
ing up to these standards is going to hurt your sales. Yet, at the same
time, over the past 5 years the foreign cars have made a tremendous
imbaet and have cornered 20 percent of the U.S. market,

Mr. Estes. Let me respond to that in a moment. In actual numbers,
the foreign car sales have not increased that much. T think this year
forelan ears are being sold at an annual rate about 1.4, 1.5 million, and
that is not abnormal. |

The problem is that our buyers have been postponing the purchase
of our cars and the domestic market has gone down so that the per-
centage has gone up. But, in actual numbers, their volume is not a
great deal higher than it wasin the past. '

Senator Hasxewrw. But, their volume is holding up and yours is not.

My Esres. That is vight. it is holding even, that is true: 56 nercent
of the foreign cars being sold today we do not compete with. They are
lighter, they are 2,000 pounds curb weight or lighter. That is the reason
we are responding in 1976 with a car that hits them right square where
they hurt the most and that is right in the fuel economy area.

Senator Haskerr. T guess, Mr. Estes, my question is, why did you
not vou do this earlier? I cannot quite get it through by head why
making a lighter, more fuel-efficient car is going to ruin sales, It may
postpone, I guess, a few sales.
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I cannot see your logic. I feel the way the chairman does. You
cannot ration by price and be fair to people in this country. So, we must
do something.

General Motors has gone a long way, I gather, perhaps a little
further than Ford and Chrysler. "But I cannot see the reason for
delaying what you can already do technologically. You can bring it up
to 21 miles a gallon. You have shown that.

Mr. Estes. No question about it and we can bring it to 28 miles to
the gallon, and we are going to do that next year. It is going to be a
four-passenger vehicle with limited luggage space. It weights 2,000
pounds. We can do that. This is all a matter of degree. We are going to
reduce the size and the weight of every single one of our vehicles but we
are going to maintain the transportation characteristics of that car as
far as six passengers, a load of luggage, a dog and cat, to go on a
vacation.

So this poor fellow that can only afford one car and does not want
to take two cars to the airport to get his family, we ave still going to
maintain that vehicle but we are going to take up to 1,000 pounds out
of that vehicle to improve his fuel economy and get our 18.7 average.
We are still going to satisfy the customer. We are going to have a car
that meets the 28 miles to the gallon next year. But we are guessing.
and we may he wrong, that we can sell 225,000 of those vehicles next
vear against the imports.

The total market

Senator Haskrrr. I think that is just great.

Mr. Esres. The total market of a 28-mile-per-gallon vehicle, I think
Mr. Secrest mentioned, there are 16 models today. There are really only
about three that have any volume. The total volume today is about
600,000 to 700,000 of the 28-mile-per-gallon vehicle. We are going after
that market—with 225,000 vehicles.

But to try to sell 4 million of those we think would be an impossi-
bility in 1976. If the market will support that. I will assure you we will
move as fast as we can to do it, but it is going to take a tremendous
expenditure.

Actually, right now, we have more capacity for small cars than we
can sell and we are doing everything possible to sell them. If anybody
on the committee has any ideas how we can sell more fuel-efficient cars
’{oday, I assure you we will build them. We will build them in a helluva

murry.

Senator HaskeLL. I think that is just great, Mr. Estes. but T still
cannot understand why you folks object to these levels. I may have
some questions next time around, Mr. Chairman.

Mr, Estes, Did I not answer your question adequatelv?

Senator ITasxery. You sure dxl. vou sure did. ves. sir. you did. But
vou have proved to me that von folks can get these levels,

Mr, Estes. We can build them but we cannot sell them. Now, you
tell us how to sell them.

Senator Hasrerr. How do the foreigners sell them ¢

Mr. Estrs. They only sell 700,000. we are trving to sell 4 million
vehicles to keep our people working. We can build those small cars in
two plants. We have 26 plants we are trying to keep running—26—
and all we say is we think we have got to move as far as we can in the
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area of fuel efficiency and still be able to satisfy the needs of that
customer or he will keep that car another 5 years.

And if he does, we are going to have massive unemployment, even
twice as bad as we have had in the past year due to postponing of
buying. I think this is the point we are really trying to explain; that
it 1s a characteristic of our business, right or wrong, good or bad.

Senator Hasxerr. You really feel that somebody could postpone
buying a car 5 years?

Mr, IEsrrs. During the war they postponed 5 years, everyone got
where they wanied to go. We were talking about it this morning, I
vuess the serappage rate was negative.

You know, they pulled cars out of the junk heap, put wheels en
them. and used them for transportation.

But I a reasonable sence, our vehicles. the average life of our
vehicele ig 10, 11 years and the poor felow that geis hiart is the fellow
{rving to buy transportation fer $300. And we do not know how to
furnish him transportation any other way except throngh our current
process that has been developed over the years of the new buyer giving
him a better product so that he in turn buys it,

There is an average of three and a half sales per vehicle during its
lifo,

Senator ITaskurr., Mr, Scerest, do you bave something to add to
that?

Mr. seerrsr. T wanted o see if it would help Senator TTaskell to
make this observation. [ think we share your view, I do: that the
market forces are operating in snch a way as to make it probabls that
people who offer fuel-efficient cars will sell well and people who fail
to do so will not sell well.

Our internal target at Ford ealls for by 1980, a prodaction weighted
or sales weighted, fleet average Tuel economy that is substantially
better than that of today—in the range of 45 to 50 percent, reasenably
consistent with levels sugeested in this bill,

My concern is that the bill takes a voluntary commitment hy an
industiy and says. well. if vou say you can do it and if we all agree
it is a wood thing, we will write a law and if you miss by say. S percent,
we will fine you 8225 mithon. It is that that concerns me, T think that
a potential contingent liability of anvwhere near that magnitude
would serionsly hamper the ability of Ford. at Texst, to carry out the
kind of program we are planning beeause T think that with that sort
of punitive fine hanging over vour head for a shertfall that could
he due to any one of four or five factors that would not have to he very
great, it would be diflicult to sustain the capital investment progrom
to carry out onr plan.

And that is what I see as a penalty. That is embodied in an insistence
to do by law what the market onght to be foreing usto do.

Senator Haskern, My time is up. Mr. Chairman,

Senator Tararanae, Senator Packwood ?

Senator Packwoon. In a normal year. how niany new cars ave sold
in Furope?

Mur. Fsres, About 8 million.

Senator Pacxwoop. And T assuine most of those are smaller cars
by our definition?

Mr. EstEes. Yes.
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Senator Packwoon, I am curious, in each of your statements you
have referred to the needs or what the average citizen requires in this
country. HHow do you needs difier from what the average European
needs? L .

Mr. Estes. Well. the major difference. [ think. is distance, Distances
in Europe are considerably shorter, roads arce smaller, 1t 1s much more
diffienlt with regard to back roads and so on. And then, of course, the
other thing you have to remember is that the price of fuel in Europe
for vears has been in the direction of improved fuel cconomy : whereas
in the United States. T guess you would have to say that we have had
artificially lower fuel costs which obviously is not an incentive to buy a
smaller. morve efficient car,

Senator Packwoon, But for the moment, T do not want to get on to
wants, hecanse mayvbe if Europeans had 25 cents a gallon gasoline and
big roads, they would want big cars.

Is theve any reason an American needs a big ear? Tsn't a 28-mile
per gallon station wagon sufficient for me and my wife and my dog and
kids to get around?

Mr. Estes. A 28-mile-per-gallon station wagon? It would be michty
ticht—von and vour wife and a dog. We have 23 pereent of our fami-
lies in the United States, maybe 30 percent, T am talking about mainly
automotive customers. that have five people or more in their family.

Senator Packwoon, But how big a car do they need?

Mr. Esres, They need a car that will earry five, mayhe six people.
crandmother wants to go, six people and some Inggage to go on a
vacation.

Senator Packwoon, And there are no 28-mile per gallon sedans that
wonld do that?

Mr. Estes. No, siv, foreign or domestic—diesel. ves.

Senator Packwonn. T understand. T meant gasoline,

My, Tstes. T think here in our context, we have to exclude the diesel.
The Mereedes diesel on the basis that we are talking about is between
26 and 27 miles per gallon, and it is a 3.500-pound car, That is the car
vou are talking about. 3.790 pounds. But that same car with a gasoline
engine is in the 17 to 1S area. and our cars are in the 22 area on the same
basis.

Senator Pacxwoon. Last weck when my family went home to
Oregon, T went with them during the recess. ITere we dvive two fairly
large cars. There we were living in my wife's hrother's house, ITe left
us a Volkswaeen which is a two-door car which we ot around in
adequatelv. T find that T had not forgotten how to shift. and T conld
indeed make the car go forward and backward,

M. Esrrs. You did not need air-conditionine?

Senator Packwoon, Tt did not have air-conditioning.

M. Esrrs, You did not need it ?

Senator Packwoon, T did not need it. T got along.

Mr. Estes. Did you bring it back?

Senator Pacwwaon. T left it there so iny wife would have something
to drive. And T am curious, if you were translating needs into wants. T
like air-conditioning, T like an automatic shift, but T do not need it.
And if we ave really serious ahout fuel savings. mayhe we are over-
estimating our needs,
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" Mr, Tosis. 1 do not think there is any question that in an evolution-
ary way we can niove families such as yours into smaller, more fuel-
oflicient cars. But | think we have got to be very. very careful today
about putting a Volkswagen-sized car in, let us say, a Buick dealership
and have the Buick owner come in with his air-conditioned car that is
a reasonable size and comfortable and hope to sell him that car this
year,

Now, T think we have got to do this in an evolutionary way, Mr.
Senator. We are doing our Lest to move just as far as we can. You know
there may be a judgment factor here on how far and how fast we can
1ove.

Senator Packwoon, BBut 10 years is a fair evolutionary period. If we
sav to vou by 1985 you must produce cars that will get on a weighted
snles average basis. 28 miles to the galion, my hunch is you will pro-
dnee them and the imports will have to matceh you beeause the big cars
are not there.

T agree with Senator Taskell, T do not think suddenly all the people
are going to keep all of their big old cars forever. You may have a
drop in sales for a vear or two, but when the Buick owner finally

M. Istes. That conld be very, very serious. We have had a serions
problem this year as far as unemployment is concerned. So we want to
avoid even a vear or two if we ean help it, you know,

Senator Packwoon, We are going to give vou a 10-year lead, and
when the Buick owner finally comes in and he only has a choice of
buying cars that will get 28 miles to the gallon. my hunch is he will
buyv one.

Mr. Tsres. Iither that or he will talk to you when vou come home
about it.

Senator Packwoob. TTe talks to me all the time when I go home. But
I think von are unduly pessimistie, one, about the sales potential.

My, Esres, That is possible.

Senator Packwoon, Two. T think vou are translating wants into
needs that are not needs.

Mr. Duxcomsi, Of course. it is wants that are W to motivate
people to buy a car. You and T might have quite simiTar coneepts about
what the basie car is that would serve fundamental transportation
needs, and you and T might agrec on this perfectly.

Bt Jolhn Doce comes in to buy a car may say, well. whatever vou and
I think. T want this ear over here. That is the thing that inspires him
to buy. It is not your judgment or my judgment, and T think this is one
reason why the antomobile industry has such a variety of cars out
there. What vou think is important and what I think is important may
be quite diflerent serving all of these varieties of wants. '

Senator Packwoon, That is exactly what you are cayving. those wants.
not those needs. '

Mre. Dexcoyei. Bat, vou know our society is hased on that,

Scenator Packwoon, That is correet. k

Mre. Du~cosee. And if you and T hegin to impose our iudosments on
what the American people should have. we are makine a very funda-
mental change in the wav we have operated in this cconomy of ours.

Senator Packwoon., That may be true. but if we arve going to get
substantial reductions in oil imports and conservation woe are going to
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have to start in a number of places. I thought all of your statements
were excellent stating that the auto industry is not the only place to
start. '

But we are going to have to do « number of things if we are going to
exercise the leadership that this Congress ought to. The people are not
vet prepared to accept these measures, they do not want them., If we
are going to cop out in Congress because they do not want them we ave
going to pass a bill similar to the llouse passed one which was
1madequate.

Mr. Duxcomse. I would suggest in that connection that the pro-
posals we have made—you know the greatest inconsistency we have
today is controlling the price of 40 percent of our petroleum, and at
the same time, exhorting people to conserve. The cconomie approach
to this is to decontrol the price of oil and yon will get people volun-
tarily making new judgments on how they want to spend their money s
and that is basic to our thinking.

Mr, Esres. And we will be happy to build that size ear at that time.
But we think there ought to be incentives for the customer to want to
buy them rather than to force us into a possible

Senator Packwoon. I want to come to the cmplovment and the con-
version part, also. Assuming that the sales will not drop dramatieally,
or if they do they will drop for a vear or two and finally pick up,
where is the problem on employment?

Isn’t 10 vears a long enough time to convert yvour facilities without
daramatic economic dislocation?

Mr. Estes. We ave makine a tremendous step in that regard in the
next 8 vears, as T have deseribed.

Senator Packwoon, - Where is the cconomiie disruption if yon know
10 vears down the road what vou have to achieve?

Mr. Fsres. The economie disruption is_p fact that if during this
period the customer does not get oriented to trading in the larger car
with the air eonditioning for that smaller car at that time. And let us
sayv that in the interim we have moved instead of 30 percent of our
ears being 3500 pounds. which is a relatively small ear in the standards
of today. we have got 80 percent of them, and if by that time he is
moving in that dircction, that is fine. We will be able to do this grad-
ually. But. we think it is unnecessary that you pass legislation so that
come 1985, and let us say we arve still selling even 30 pereent. of our
cars at 3.500 pounds or 40 percent. and all of a sudden we have got to
start building all 2,000 pound vehicles. it may be. it could be very dis-
rupting at that time. '

This is not all a matter of economics.

Senator Packwoon. Is this disruption that you are talking about
from a loss of sales?

Mur. Estrs. That is true.

Senator Packwoon. All right, but assuming no loss of sales, there is
no problem of converting yvour plant. You could convert apparently
in 9 months during World War II to making tanks and trucks.

Mr. Estrs. We are building today about—we have a capacity to
build—25,000 V-8's a day and there are no V-8’s in that 2,800 pound
vehicle. So we have got to convert facilities and we have got to do it.
We cannot do it on an if-come bastis, we cannot afford to.

Senator Packwoon. T understand that.,
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- Mr. Estrs. So we have got to do it with the market each year. If
we were sure we are going to move to four-cylinder engines each year,
a certain percentage that can be done, no question. What we cannot
stund is an immediate. overnight shift from V-8's or small V-8’s even
to +'s.

Senator Packwoon. Nobody is talking about an immediate, over-
night shift, this is not a standard imposed in 1977 and you have to
all tnrn out. four evlinder. two-door cars without air conditioning next
vear. Where is the immediacy in what we are talking about ?

’ Mr. Estes. The immediacy is going to be when it gets to be manda-
- tory rather than on the basis of the customer wanting it. That is our
problem.
Senator Pacxwoop. My time is up.
Senator Tararapcr. Senator Roth?
Senator Rorir. All of you gentlemen discussed at some length that
it is better to permit these changes to be brought about in the market-
place. And vet it seems to me that there is some desirability in target
dates. All of us have a tendency, even big business, to procrastinate.
I think even internally yvou set a certain target.

One of vou indicated that perhaps the automobile industry in it-
self had not done as mneh as it should in the area of emission stand-
ards until 1973-1974. T think, Mr. Estes. you made that statement.

Mr. Estes. I did not say that we should, T said that our technological
advancements mavbe were not as fast as we would like to have them.
I gness they never are. We were doing everything we knew how to do.

And let me say this, we developed a catalvtic converter in what
we consider record time. even faster than the Government did.

Senator Ror, But, was that not after the Government set certain
targets?

Mr. Estes. Emission standards, sure, emissions and safety, we are
going to have some kind of regulations. We hope they are reasonable
regulations but we have to have them because those two items unfor-
tunately are not saleable to the customer.

Senator Rori. The only point T am raising. I wonder if there is
not some desirability in attempting to set certain targets. whether
theyv should be penalties or not is another question. But, I am not

» certain that the industry itself has moved as fast as it can due to the
pressure of the marketplace.

But he that as it may, what would be the position of industry if
we took another tack, say instead of a penalty, we offered some kind of
incentive. For example, we created certain targets and proposed that
if a company met these targets that there might be some kind of tax
incentive, either to the industry itself or possibly to the consumer.

What would be the attitude of the industry toward that approach?
__Mr. Estrs. Well, obviously we do no want any handouts, we do not

~ want any taxes. and we do not want any regulations. That is prob-
ably an overstatement and you all probably recognize we do not like
that sort of thing.

On the other hand, we think it is important that the customer
realize that the energy situation is difficult and it is going to be from
now-on. We are-not in just a phase here with regard to the energy
shortage and the difficulties in this area. And consequently, I guess,
we would say that anything you can do, and we think that deregula-
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tion is one of the ways to convince the customer, our customers, that
this is a problem. -

Senator Rorn. This is not the question I am asking, though, Mr.
Estes. I am saying that: -

Mpr. Estes. I assume you are asking about giving an incentive? For
instance, I guess there is something in the bill with regard to electric
cars which supposedly would benefit the customer if he bought a more
fuel efficient car. |

Senator Rori. Let me elaborate, if T may. Let us assume that we
had a standard set, something along the House lines, maybe others.
but the same approach. and we said to industry, to a company that
if you reach these standards each year perhaps there would be a 1-
or 2-percent tax advantage in your corporate tax. I am just thinking
out loud.

Would this create any incentive without the handicaps of a penalty
to the industry ¢ T wonder if any of the other gentlemen from Chrysler
or Ford care to comment?

Mr. Secrest. Well, Senator, I guess there would be no doubt that
my concern about the impact of this legislation on ability to raise
capital would be different 1f the propesal were such that success would
bring a reward from the Government instead of failure bringing a
fine.

I have looked at a number of alternative legislative possibilities
which try to assist the market in doing what we think it will do.
I do not believe that in this case an incentive of the kind you have
described is necessary to get the job done.

I think in contrast to the emission control situation, there is such
a force in the market encouraging purchase of fuel economy cars that
T would think that the sort of incentive you discussed would be better
applied to. for example. the development and production of new ferms
of cnergy from sources that apparently cannot or will not be developed
under present economics.

However, if you offered me the choice between penalties and incen-
tives I would opt for incentives.

Mr. Loorpourrow, I think I would agree with the Ford position in
that matter. There is one aspect in this whole matter which I think
has led to a pretty broad misunderstanding on the part of the public.
And that is that 40-percent fuel economy to which the industry is
committed to. I am sure there are many people who are driving a
1974 New Yorker that figures in 1980 thev will have that <ame
equivalent automobile, same size, same weight et cetera. that he is
accustomed to but they will be 40 percent more fuel efficient. And this.
of course, is just not the case.

I think we have lost sight of the fact that as Mr. Estes pointed out
the most important item for improved fuel economy is weight reduc-
tion and to accomplish the necessary weight reduction you have to go
to smaller vehicles. I do not believe that these relationships are firmly
implanted in the minds of the people who are talking about fuel
economy.

Senator Rorn, Could I ask a question there that is somewhat
relevant ?

We have a national speed limit of 55 miles an hour now on the
highways. Why do cars have to be able to go a 100 miles an hour or
faster? If you kept that lower would that make any difference?
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Mr. Loorsourrow. Limiting top speed by reducing power really
would not make much difference on fuel economy. If you carry it too
far, you begin to lose in fuel economy; if you underpower the vehicle
too much. The activity in the car is really related to a safety aspect
of the vehicle and the environment in which it lives. And if you have
the necessary activity for safe operation at low speeds, youn automati-
cally get the capability at the top end. The high-speed capability of
cars in recent years has been coming down since the horsepower race
of a few years ago. The first reason for it was the tightening of emis-
sion requirements, and then the fuel crunch which caused tradeofls
for fuel economy. High-speed capability is deminishing, but it is a
bygroduct, if you will, of a basically sound automaobile which is safe
to drive.

My, Esrrs. May T add something to that ¢

Senator Rotit. Yes; please do.

Mr. Estes. Part of the savings, the 20-percent savings we are
talking about in the 1,000 pounds of weighted vehicle is in the
smaller engine that is provided. The engine automatically gets
smaller, even at the same performance level.

Now, as I stated a moment ago, we are also looking at what is the
optimum fuel economy level for performance, as Mr. Loofbourrow
mentioned. And to put it in context, as I said a while ago, our cur-
rent cars are somewhat in the 0 to 60 15-second area; hotrods are
10 seconds; and the average automobile is about 15 seconds. We are
finding that by dropping that performance level down to 20 seconds,

we are gaining fuel economy—not a great deal. but it is 5 or 6 percent.

So what you are going to see in these new vehicles we are talking
about, and to accomplish the 40 percent we are talking about, all of
our engines are going to get smaller in displacement; there is no
question about that,

Senator Rorir. One question that concerns me very much: Having
two plants in Delaware—General Motors and Chrysler—is what
would be the impact of the House standards on employment? We have
had a lot of general statements, but has an actual study been made
as to what would happen if these proposals became, in fact, law—on
the employment picture?

Mr. Duncomne. We have already taken some preliminary cuts. As
you might guess, it is a very difficult question to quantify and it could
be illusory. I will say this: Just on the basis of what we have been
doing, we have already lowered our estimate of the sales volume for
1980, relative to what we had before, by about a million units. In
other words, we are now thinking in terms of sales in 1980 of a million
units less than we had projected easlier.

Senator Rorir. What had you projected earlier?

Mr. Du~xcomse. We had projected a total volume of 17 million cars
and trucks. We have lowered that to 16 millions cars and trucks. And
it is about a million less on the passenger car level, and trucks are
about the same.

My guess is, and this a rough guess, that we can expect a loss in sales
of at least a million units a year. In other words. we would be down at
another lower plateau. We are doing more work on this, and as we
do more work on it, I would be glad to give you whatever we come
up with. But it has got to be a very, very substantial factor if, even
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on the bhasis of the voluntary program, we see a loss of a million units
a year.

Mr. Estes. T guess you are talking about the 20.5-mile-per-gallon
level in 19807 20.5 miles? :

Senator Roru. Yes.

Mr. Duxcosie. To get the 20.5 miles will mean a very important
further shift down in the type of car that we can produce.

Mr. Estes. And some postponements, which accounts for the mil-
lion loss. :

Senator Rorir. Mr. Chairman, I wonder, do we have a representa-
tive of UAW testifying on this matter before us at some time?

Senator Taraance, We will have, before the hearing is over; yes.

Senator RotH. Thank you, Mr. Chairman.

Scnator TarLMApGE. Senator Ribicoff.

Senator Risicorr. Thank you, Mr. Chairman,

Mr. Estes, I am intrigued by your statement on page 5: “We try
to put the kinds of cars on the market that the American people have
indicated they want to buy.”

And then vou say that foreign imports have remained steady. but
vonr sales hve gone down, They represent about 21 pereent, T under-
stand. of the market today. '

Now. you alco mentioned the type of cars Americans want, that have
five passengers and vou can put a lot of lugguage in and take the trip
and maybe saeeze in grandma. '

T am looking at your charts that you left with us, and I notice that
a Mercedes 300-]) gets about 27 miles per gallon. That is a diesel.

I have a friend who sells Mercedes in Hartford, Conn.. who tells me
that he has got a waiting list of at least 9 months for Mercedes. He
could sell all Lie could get.

I am enrion=: why have none of you made a diesel? What is there
about a diescl that gives that extra mileage ? And diesel fuel is cheaper.
Why is it that not a single one of you giants have made a diesel
automohile ?

Mr. Iostes, Tt 1s easy to answer.,

Senator Rimcorr. I would like that. I think the American people
would like that.

My, Estis. The very best that anyone knows how to make in the way
of emissionz—uand I am talking about the NOx standards—it is one
of the three constituents that is legislated currently at 0.41. The lowest
anyone knov< how to get a diesel, as far as NOx is concerned, is 1.5.
We might be able to get to 1. So. until we have some assurance that
we do not have to meet the legislated emissions standards in 1977 or
1973 or whenever—it would be ridiculous for us to spend a lot of
money to tool a diesel.

Let me tell vou this. Scnator, we are looking seriously at the diesel
now. on thie premise that possibly the emissions standards in the
future will be straightened out to permit this.

Senator Rigcorr. T am puzzled. Under the laws of this country.
do the imports not have to comply with our emissions standards? Does
the diesel—the 300-D—not have to live up to the standards set by
IEPA as well as your automobiles?

Mr. sres. My, Senator, I am sure that Mercedes would have never
tooled that diescl on the baxis of the American market.

Senator Rmicorr. But they have been in the——
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Mr. Estrs. They only tooled it on the basis of the European market,
and they are bringing it in here. They will have to stop bringing in
the diesel the day the standards go below, let us say, 1. 1.5,

Sgrmtor twicorr. They are living up to the standards now, are they
not ¢ .

Mv. Estes, Sure; the standards are well above that at the current
level, The current standard is 3.1, for instance; so the diesel fits into
that fine. In the future. we are going down to 0.41, unless Congress does
something about relaxing that.

Senator Risicorr. I bet dollars to donats, as the standards go up.
Mercedes-Benz will come up with those standards and still sell the
automobiles. Now. this is what puzzles me, that there is not the genius
and the technology within the three of you, your companies, to mnake
a dicsel. I think this is a grave question on the minds of every Ameri-
can. Why can you not make a diesel automobile ?

Mr. Estrs. We are building lots of diesel engines right now, and as
I say, they just do not meet the standard that Congress says we have
2ot to meet. as of today. in 1977. And Mercedes—you can ask Mercedes
when they come in—I am sure they do not know how to get 0.41 NOx
at the current time.

Senator Risicorr. In other words, are you saying that the Mercedes
today is not meeting the standards required by ]awé"

Mr. Esres. Senator Ribicoff, you do not understand. Today’s stand-
ards in this constituent ave 3.1,

Senator Risicorr. A1l right.

Mr. Esrrs. It is very casy to mgke a diesel meet 3.1. But in 1977
or 1978, when we get to the legislated statutory levels. that 3.1 goes to
0.4 ond there is no way to do it. Now, we cannot afford to tool a diesel
engine for a passenger car, without considerable risk. on the basis of 2
or 33 vears’ production. And this. as I said in my statement, and I
think we all agree. that the low level of NOx in the statutory emission
standavds is one of the reasons that is inhibiting alternate technology,
as far as alternate engines ave concerned right today.

Senator Riptcorr, Let us take the emissions standards—this is pres-
ently. Mercedes has heen making diesels for vears. You never have
heen. None of vou have ever made a diesel.

Mr. Exres. We are making diesels in Europe right now. We are
selling them every dav.

Senator Risrcorr, Well, why are you not making them in the United
States?

Mr. Esres. The reason we are not making them in the United States.
M. Ribicotl. is the fact that we are not going to invest millions of
JdoHars on an engine that may be outlawed in a couple of years, It does
not make sense,

Nenator Riprcorr. But Mercedes has got a waiting list of 9 months
todav, and you are making them in Kurope. Why are vou not im-
porting vour diesels from Europe into the United States? They comply
with the Inw now,

Mr. Esrrs. We have considered that, and if you look at the total
voluime of Mercedes—-I do not know if you realize what vou are talking
about--but it is very. very low, relatively. You know. they will sell
40,000 ictal vehicles in the United States. and the diesel is running.
what. 20 percent of that: so they are talking about very, very few
vehicies in the United States.
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Senator Rmicorr, But when you say we try to put the kinds of ears
on the market the American people have indicated they want to buv.
and if each and every one of you is making a diesel automobile and you
could advertise it, you could sell those cars in the United States of
Ameriea, but you have never chosen to do so.

Mr. Estes. Why do vou not say we have not chosen tc bring in our
diesel, our Opel. into the Tnited States because. vou have to agree, it
is not reasonable to put a great investment in an engine that is going
to be outlawed in 2 vears.

Senator Risicorr. T do not think it will be outlawed in 2 years. T
am just curious. if there is somebody from Mercedes here to say that
they are not going to sell the Mercedes in this country 10 vears from
now, -

Mr. Iistrs. As soon as Congress settles on the future emissions stund-
ards, that will get serious consideration.

Senator Rinsrcorr. Well, to me it is a lack of all of you to be up to
date of what the American people want. The heavier the car, the more
money you make, and you have been interested in selling heavy ears
with low mileage because you make a lot of money on it—-a lot more

than the small ones. ) _
Mr. Estes. T would like to remind you of a little history. if vou

would not mind.

In 1961, we took 200 pounds out of our regular sized cars. We
introduced a brand new small aluminum V-8, a small V-6, a Buick.
an Oldsmobile, a brand new four-cyelinder engine in a Pontiac. and
we increased the volume of 4’s and 6’s in Chevrolet : and 1965, in order
to get adequate capacity of big V-8's to satis{y the market, because
we could not sell the little ones. we sold the equipment on the V-8 to
Rover; we sold the V-6 to Willy; we moved the four cvlinder to
Mexico—and incidentally, we just brought it back again the other
day becanse it is doing a great job for us today. But we did not do all
of that because of any other rcason except that the customer had
decided in 1965 he wanted V-8's.

Senator Risrcorr. You are a leading exceutive of a large company,
but this shows exactly what is wrong with it. hecause vou lost the
market ; so vou.got out of the market of small cars and the Europeans
came in and grabbed the market and you were indifferent to it and
now vou wake up with egg on your face.

M, Fsrtes. No, no, no: no. no.

Senator Risrcorr. And now you are going back to the small ones
after having turned the market over to the Kuropean countries he-
can<e of your indifference.

Mr..Fstes. We have not turned any market over to the foreigners.

Senator Ristcorr. You sure did, because they came in while vou
were making the big ones: they came under the barrviers with the small
ones, And now they have 20 percent of the market.

Mr. Estes. Senator, they were here at that fimne.

Senator Risicorr. But they were not going full guns as they are
now,

Mur. Estes. They have not increased at all.

Senator Risicorr. As Senator Nelson points out to me, 400.000 cars
imported in 1963 and 2.5 million cars today. That is a pretty good
market that I think you lost. )
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Mr. Esres. 2.52 That will be a great year when they bring in 2.5
million.

Mr. Du~NcoMse. It is nowhere near 2.5 million, Senator.

Mr, EstEs. It is 1.4 million.

Senator Risicory. Before my time is up, one more question.

1f the President succeeds in decontrol{ing oil, I understand that will
vaise the price of gasoline about 8.5 cents per gallon. What will that
do to the sale of your automobiles, if gasoline goes up by September 1,
8.5 cents above what it is now ¢

Mr. Duxcomsei, T think the primary impact on that would be in a
further shift of the mix. Currently, about 50 percent of the sales of
cars arve small cars. By that, I mean cars comparable to our Nova
or smaller—ineluding the imports, And our feeling is that if the price
of old oil were decontrolled and you got this, let us say, 8.5 cents—
I have heard figures. incidentally, from about 5 to 8 cents——what you

“would do primarily is provide an incentive to buyers to go toward
smaller, more fuecl-eflicient cars. And we believe that this is the right
way to go about this problem, not only because of its impact on the
new ear sales, but I think the thing you must remember, Senator, is
that there ave 100 million cars on the road, and if the price of gasoline
were permitted to reach—were decontrolled—it would have an impact
on the way all of us use our cars. I think it would encourage car pool-
ing: I think it would encourage the discontinuance of what might be
considered frivolous driving: it might discourage the sort of driving
that the teenager docs on a Saturday around town. And I think that
in vour thinking about this entire energy problem. it is important
to keep in mind that these prposals such as you have here relate to
only the fringe of the total car market; that is, the new car market.
And our goal ought to be to encourage conservation in the use of our
transportation facilities—and that is 100 million cars that ave cur-
rently on the road.

Tt would have an impact. It would shift the mix down. And I think
that to that extent, it would contribunte to our long-range energy goals.
But even more important than that. it would contribute immediately
to the conservation effort which. in our company, we believe is impor-
tant today.

Nenator Risicorr. Thank you. Mr, Chairman. .

Senator Tanyancr. Senator Hansen.

Serator TLanseN, Was Senator Brock not here first. Mr. Chairman?

senator TarMange. T donot have it so recorded.

Senator Hansen, All right, fine.

There have been a lot of questions asked of yvou gentlemen about
legislation and whether we should face up to our responsibilities. They
are very interesting.

I am going to ask some of my questions to vou. Mr. Secrest. because
between the panel and Ralph Nader, I think GM has gotten more
attention than it really deserves at this moment, and I say that because
I am adriver of a Buick and a Chevy.

Is it not a fact if we wanted to do something about safety. Ralph
Nader and the Congress of the United States. had we said we were
coing to pass a tough drivers law that would revoke permanently
the driver’s license of anyone who was caught driving under the
influence of alcohol. we would have taken a very dramatic step that
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would have reduced more than any other single thing that could have
been done legislatively ¢

I ask that of you, Mr. Secrest. i

Mr. Secrest. Well, I think there is no doubt that all of the students
and analysts of the vehicle safety issue agree that if we could find
some way, through legislation or something. to reduce the use of
alecohol by individuals operating motor vehicles, it would have the
effect you suggest ; no doubt about it.

Senator HaxsEx. One way to reduce it is to pass a law that says
if a guy is caught driving while he is drunk, he loses his license. he
cannot ever get it back. Now, if we want to face up to some tough
decisions, I suggest there is a good place to start. ’

I used to be chairman of the National Governors Conference on
IHighway Safety, and at that time, it is my recollection that more
than half of the fatalities on American highways werce the result of
someone driving while he was drunk.

My, Secrrst. I think there are some very useful statistics bearing
on that, from the experience of some of the overseas countries, par-
ticularly Sweden. I believe some of the other Scandinavian nations
also have what appears to be an absolutelv iron-clad propositien in-
volving jail terms if you are driving with alcohol in vour blood beyond
a certain point on the measuring device. And I think it has been very
cffective. :

Senator Haxsen. My purpose in asking the question is to say that
1 think we are overreacting in our response to a very serious energy
situation. I think it is serious, but I think it has to be approached in
two ways. One is to take all such steps as seem indicated that will
bring about conservation of energy, on the one hand. And the other
is to take simultancous steps that will do something about increasing
supply. And T gather from the testimony that I have heard here
this morning, that opinion is shared by vou panelists. I am not certain.
Did you address that point, too, Mr. Loofbourrow?

Mr. LoorBourrow. It was not in my prepared statements, hut T
certainly conear with that approach.

Senator Haxsex. It is a matter of fact that without any legislation
in Europe they have gone to using smaller cars, probably for two
reasons : One, the shorter distances that they drive and secondly. the
high cost of gasoline.

Is that opinion shared by you, gentlemen?

Mr. Secrist. Yes. T think there is no doubt of that.

Senator Haxsky. ITas there been any legislation by any of the
Enropean countries as to the size and weight of vehicles that you know
of ?

N r. SecresT. No. no country.

Mr. Estiis. France and Ttaly.

Mr. SEcresT. There have heen some tax provisions in variois coun-
tries that relate the amount of tax that a car nwner pays. either each
vear or when he buys a car, which apply to the engine size, or some-
thing like that. Most of the economic impetus to the development of
the characteristics of cars overseas, has been related to the cost of fnel.
This is particularly pertinent in relation to the real incomes of the
neople. In most countries, real incomes are lower than in the United
States, but fuel prices have always been higher. And this has created
incentives.
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Senator Ribicoff is no longer here to pursue the diesel analogy, but
the Mercedes diesel is priced in the United States at $16,000. It is a
wonderful ear, but it is not cheap.

Senator HanseN. That was my next question. You said the cost of a
Mercedes diesel is $16,000?

Mr. Skcrist. Yes, it is a fine car. But it was not in great demand
until the price of gasoline in the United States moved off the platean
of around 35 cents, where it stayed for several years, and began to
spiral at the time of the oil embargo. Gasoline is now at 57 cents or
more, and surely going higher regardless of which set of options is
chosen by the Congress. A diesel car is a heavy, expensive and costly
unit and which therefore had no market in the United States as long
as gasoline was cheap. Now however, there is a market for such a car.
Even at a high price.

Senator ITaxsex. When we speak about steps that might be taken
legislatively to induce greater conservation of energy, I am impressed.
as I know the chairman is. You do not have to drive very far to observe
the number of automobiles around schools—not colleges exclusively.
but high schools as well, and even grade schools.

What would happen in yvour opinion if the Congress were to put the
minimum age of drivers, excepting those employed in industry, up to,
sav. 18 years?

Senator Haskerr. If the Senator would vield, I think you might
have a mother's revolution.

Senator Ctrris. You would save more gas if vou would make it
28 vears. : '

Senator Haxsex, Well, the fact is—it scems to me to he a fact—that
T notice that the insurance companies recognize a male under 21 or 24
as being the most hazardous of all persons to insure.

Mr. Estrs. Unmarried, too.

Senator HanseN. I should think if we want to get at the root cause
of the problem and not take the car away from the working man, and
he may be only 18 years, but to keep it out of the hands of youngsters
who do not need to drive—we could save a lot of energy. I am not
recommending this, T have five grandkids and some of them are driv-
ing, but the point is that it is awfully easy to attack the industry and to
criticize it. And T am not one who thinks it is without bhlame, by any
means. But, I think sometimes, as 1t seems to me we did in safety de- .
vices and appliances, we went completely overboard. We added to the
cost of cars. We added to the weight of cars; we increased the consuump-
tion of energy bv cars to strike at one thing: Fatalities on highways.

"And if we had really wanted to Jook at the big problem here. T still
say: Do something about drunk drivers. But. vou know. every 2 vears,
or everv 6 years. we start thinking ahout getting reelected. And T think
that is whv we do not take Senator Haskell’s approach: That we move
the driver’s age up. ‘

T gather from what you sav that vou do not think that the steps that
have been indicated here to do the things that vou believe are going to
come about as a consequence of the operation of the economy are in the
publie interest. You do not think we should legislate these standards
that have been proposed and are hefore us now.

Would vou respond to that. Mr. T.oofhourrow?

Mr. Loorrotrrrow. We conenr with that viewpoint completelv, he-
cause, as has heen mentioned before. fuel economy with the increasine
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price of fuel is becoming an extremely marketable characteristic in -
automobiles. But there will remain a requirement for automobiles of all
sizes, because of the needs of people who buy them.

And, as has been pointed out, it is not necessarily the new car buyer

. who is going to be Aw one who bears the burden of the elimination of
large cars. The fellow who is below average income—a medium-class
laborer with a fumily of six—he is waiting for that 4-year-old station
wagon which he can buy on the used car lot.

If the regulations make it impossible to put that new station wagon
in the market 4 years before, that car is never going to get to him. So
he is going to be the one that gets hurt.

Senator Haxsex. What about SO.? I am told that when we started
legislating on these emission standards. we apparently did not discern
the significance of 8O, in the air. Now there secms to be great concern,
particularly in a eity like Washington. that people who have respira-
tory problems could be seriously afilicted by that.

Would someone respond to that ?

Mur. Loorsotrrow. SQO. is really not a meaningful item in antomobile
exhausts. ITowever, SO, is one of the measured pollutants in the air. In
cities where they have an air quality measurement, which is recorded
daily. they measure one or two pollutants.

One of them is particulates which is always part, if not all, of such
measurements. Many cities also measure SQO.. But the SO, primarily
comes from fixed sources. And of course. the particulates are not part
of the automobile’s emissions. So the things that are used to measure
the quality of the air are non-automotive associated.

My, Estrs. T would just like to add that automobiles, as far as sulfur
emissions are coneerned, only are responsible for about 1 percent of
the total in urban areas.

The concern that has been expressed, is that the catalytic convertor,
m doing its job on the regular emissions, also converts SQ. into sul-
phates that might be harmful.

There are only about five labs in the country that can measure it, it is
30 low at the current level. There is some concern about 10 years hence
when all cars have catalytic converters that someone standing near a
crowded highway. with, T think, the parameter or the software that
was used in determining this was a 10-lane highway for automobiles
traveling at 60 miles an hour and a pedestrian standing about 10 feet
away might be exposed to a severe problem.

We do not question that this might happen. And. in view of that—
we have coming this fall what we call a big experiment.

We are going to fill our proving ground full of cars with eatalytic
converters. We are going to measure the sulphate cimnissions at the
roadside undey all kinds of atmospherie conditions.

Incidentallyv. the TPA. and I think some of our competitors, have
agreed to observe these tests. in order to get some facts in this case.
And that is a]l we need. And if it is a problem, I can assure you we
will step up to it.

Right now at least. it is no problem. And it may not even be a prob-
lem in the future, but there is a conversion in the catalytic converter
from the SO..

Now, this all comes. of course from sulfur in the fuel. But there is
a conversion from. let us say, less harmful sulfur compounds into
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possibly more harmful sulfur compounds, in going through the cata-
lytic converter. That is what started it.

Senator Haxsex. My time is up, Mr. Chairman,

Senator Taryange. Senator Dole.

Senator DoLe. I think it is interesting that there is basic agreement
among all three or four witnesses at the table. Is that correct, insofar
as the House-passed bill is concerned ?

Mr. Secrest. There appears to be; yes.

Senator DoLe. Are there any disagreements?

Mr. EsTes. With our position?

Senator DorE. Right.

Mr, Estes. I stated our position-——

Myr. Secrest. As far as I can see, Senator Dole. T believe we are in
general agreement. I have not had a chance to read through the details
of the longer statements of my associates. And they have probably
not read ours, but certainly, in general, we are in agreement,

Mr. EsTtes. It seems to me from our verbal statements, we are in
agreement.

Senator Doirk. T think in your statement, Mr. Estes yvou indicated
there was more energy conswmed for residential purposes. But no
one has recommended we be limited to five-room homes.

Mr. EsTEs. Or two-room homes, maybe.

If we are going to be comparable to the 28 miles to the gallon, maybe
it is even smaller than a 5-room home.

Senator Dore. I think you make a good point : if we are really going
to look at the problem, we have to know the problem and we have to
single out the

Mr. Estes. Yes; we just ask that whatever incentives we have for
conservation, let us be sure that they apply te all uses of euvergy,
rather than just gasoline.

Senator Dore. Do you have other examples, besides the residential
use of energv?

Mr. Estes. Well. industrial uses. T do not think there is any ques-
tion that in our industry and in all industries. we are using gas today.
natural gas today, where we should be using oil." T think that oueht
to be looked at by all of us. ) '

And you say, well, why would you do a thing like that, when we
have such a shortage of natural gas today. And the reason we did it
1s from an economic point of view. and our industry is highly com-
petitive, from an economic point of view from an emissions point of
view, natural gas was the right way to go except for the fact that
probably it was artificially priced too low and we are looking at the
wrong economics when we use natural gas for certain operations.

I am talking about electrical generation. for instance, in heating
and generation of steam in our plants. And on the other hand there
are certain operations, where, with current technologv, we do not
know how to use any other type of energy. We say it should be con-
served now for the operations where we know no other way. But let
us look at everything. That is all we are saying. )

We are trying in our industry, in General Motors, at least to do
everything possible we can to conserve all kinds of energy and to
move as fast as possible, within economic constraints, to coal. And of
course, we encourage the use of nucleai, because in both of these cases,




we conserve two real critical situations we have: that is petroleum
aned natural gas.

Senator Dorr. A general question that might be propounded to all
three witnesses would be the state of the emplovment now in the auto
industry, and what do your forecasts say in the next 6 months? Is
there a reason for optimism?

I might just start with you, Mr. Estes. then go to Ford and
Chrysler.

Mr. Estrs. Of course. as you know, I think, we publicly expressed
optimism in the future. We have said all along that we thought that
our industry, at least General Motors, had bottomed out in January
or February.

Senator Dork. IHow many are out of work now? -

Mr. Estes. At the peak we had 225,000 on a temporary basis, in-
cluding indefinite as well as temporary layoffs. Currently we have
about 80,000 still on indefinite layoff. We hope that in August that
will be down to T0 to 72.000. somewhere in that area. And hopefully
hy the end of the year, we will have those hack to work.

Right now our plans are to be at about a 70 to 75,000 level of in-
definite layofls by the start of the model year 1976.

Senator DoLe. So there has been a rather dramatic shift?

Mr. Esrrs, We are improving the situation day by day.

Senator Dore. What about Ford?

Mr. Secrest. Well, our situation, Senator Dole, is somewhat similar.
Our peak months for layoffs were January and February. Counting
indefinite layoffs and temporary layoffs, that is people off for a week
or more but still on the rolls, we had around 65,000 of our hourly
workers on layoffs. This was in the range of 35 or 40 percent out of
work in those months. In addition perhaps 8 percent of our salaried
workers were unemployed.

Now that 65.000 number is down to around 23,000 or around 13 per-
cent. T think that through the remainder of this year, uncmployment
rates in our company will still be in the range of 10 percent to 15
percent. I do not see husiness recovering to the point where the problem
18 going to go completely away.

We are forecasting a relatively slow recovery and not a dramatic
turnaround.

Senator DorLe. The same with Chrysler?

Mr. Loornourrow. We believe we are seeing the turn cccur. We are
presently at 30,000 Javoffs. And the max figure was about twice that
at the first of the year. So this is the lowest we have reached since
the first of the year. We have added a second shift in two of our op-
crating plants. So we belicve that things are now headed upward,
as has been said, it is not a dramatic change, but it certainly is in the
right direction.

Senator Dore. I think Senator Packwood, Senator Haskell ear-
lier. touched on another point. But if we assume by 1985 that laws
are passed and we have to reach 28 miles per gallon, it would cause
quite a change in your operation. Maybe it is too early to have any
figures on what it might do to employment.

I think you talked about units. But could you translate that into
jobs. What would it mean, job-wise, if we mandate something that
1s going to mean smaller cars?
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Mr. DuxcomBe. Well that million car drop translates into about
250,000 jobe.

Mr. Esres. It is about one for four,

My, DuxcoMnr. That is the direct emplovment effect of a million
automobiles.

Senator Dore. Is that shared by Ford and Chrysler? It may be too
carlv to pinpoint it.

Mr. Secrest. I think the relationship between jobs lost to units of
sales lost is about the same. We have not really done a projection of how
much smaller, if any, the market would be under the presumed 1985
conditions, We seem to be considering here the assumption that all
cars would be the size of a Volkswagen Beetle or smaller. I am not
sure I can give you a valid estimate as to how serious a change that
would be.

I think it is impoitant to keep in mind that the option we are sug-
westing 1s that we do not choose between forcing people to drive cars
the size of today’s cars with the fuel economy of today’s cars versus
Vollkswagen Beetles. We think that it should be possible to save very.
very substantial amounts of fuel and improve the fuel efficiency of
today’s so-called big cars by 50 percent or more, and still have vehicles
that will be 1,000 pounds or more lighter than today’s vehicles. Thev
will do for the public what today’s big cars do. I do not think that we
have to go all the way to Volkswagens in order to reach an acceptable
energy goal. ‘

Now, 28 miles per gallon fleet average is another thing. And if we do
o rhat far, I think we ought to make clear what choice people are
being asked to make and how much difference in petroleum consump-
tion wouid come from the two possible options. We cannot compare 28
miles per gallon with today’s conditions because fuel economy in 1985
will be far better.

Senator Dore. T wanted to ask one more question before my tim:
expired—do vou have generally the saine view ?

Mr. Loorrotvrrow. I think it is imperative that the public be advised
as to what will be the consequences of these kinds of bills. I am sure
that 90 percent of them out there are saying, great for you, Congress;
vou are going to get us better fuel economy. But they do not realize the
rest of the things that go with it,

Senator Dore. T think you are right. I think what the House tried
to do is to give the public at least the appearance that we were going
to have energy independence at no cost. No one had to sacrifice, no one
had to «uffer. But we are not going to have energy independence by
simply imposing quotas.

Finally, do you all favor decontrol of natural gas and oil?

Mr. Esrrs, Natural gas is very serious.

Senator Dorr. T think many of us feel that way in Congress, but I
am not certain that over half of us feel that way in the Congress.

T would like permission to make my statement part of the vecord
following the statement of Senator Curtis.

Senator TaLamance. Without objection, so ordered.!

At the hour of 11:30, this meeting will officially adjourn. Informally
and unofficially, we will continue to seck the advice of the witnesses.

Senator Nelson?

1 &ee p, 2.
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Senator NerLsoN. Gentlemen, I have a copy here of a magazine that
I wonder if you happen to be familiar with, This issue is entitled, ».\
Lighter Car,” published by Pittsburgh Plate Glass Industries, a recent
number, and it includes an article on auto-emission standards.

Have any of vou seen that article?

Mr. Estes. We are familiar, I think, with everything Pittsburgh is
doing but I have not seen that particular publication.

Senator NeLsoN. They do a lot of work with the auto industry?

Mr. EstEs. Absolutely; we work very closely with them, particularly
in the area of plastics and lighter materials.

Senator NeLsoN. It is a very brief article and it shows some Pitts-
burgh Plate Glass findings on their newly developed exhaust trap.

But, let me read just a few sentences from it:

Tests of a new auto-enmissions control system. an alternative to the catalytic
converter, give promise that tough 1978 Federal emission limits can be met.

In December, the California Air Resources Board reported on six series of
tests on a modified 1974 Ford Pinto station wagon owned by Pittsburgh Plate
Glass Industries. In every test, as reported in the chart on the opposite page,
the Pinto met the stringent-1978 limits with no reduction in fuel economy.

Elsewhere in the article they state that they think that it will last
for 50,000 miles. It says that Pittsburgh Plate Glass has spent 5 years
developing and testing the particulate trap which replaces the stand-
ard mufiler. Then they go on to say that this filter unit adds about
$12 to the manufacturing costs. Life expectancy for the trap is
50,000 miles.

Only the future holds answers to some questions, will Congress postpone the
1978 emissfon control limits, will auto companies adopt an emission control sys.
tem or a new type of engine that permits use of high compression ratios, leaded
zasoline, and particulate trap?

But, one question already is answered—the technology exists in experimental
systems to meet the 1978 limits with good fuel economy and with promise for
controlling sulfate emissions.

Then they show the six tests that were done with the 1974 Ford
Pinto. Now. as you all know, the current standard is 15 grams per
mile for carbon monoxide. The tough 1978 standard is 3.4 grams. The
Ford Pinto on six tests was not just at 3.4 grams per mile but at 2.99
in one test and at 2.24, 2.48, 2.26, 2.03 and 2.65 grams in the others.

So, on all these tests, the Ford Pinto with this equipment was well
below the tough 1978 standards for carbon monoxide.

Now, for hydrocarbons the current standard is 1.5 grams per mile
while the 1978 standard is 0.41. The Ford Pinto with this new equip-
ment tested out at 0.17, 0.11, 0.11, 0.10, 0.11. and 0.13 grams per mile
of hydrocarbons, well below 50 percent of the tough 1978 standard,
and at less than one-fourth of the standard in one of the tests.

On nitrogen oxide, the standard for 1978 is 0.4. In the tests, the
Ford Pinto did 0.26, 0.23, 0.27, 0.22, 0.23, 0.26. I am wondering, I
thought you might be familiar with the equipment that Pittsburgh
Plate Glass has been dealing with.

Is anybody familiar with it?

Mr. Skcrest. I believe that the system referred to there, and I am
relying on one of my engineering colleagues who handed me a note
on it, is the system developed by Questor, another company that sup-
. plies components to the auto industry and I presume is working with
Pittsburgh on this,
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Senator NeLsox. That is correct.

Mr. Secrest. Ford is doing a lot of work with Questor and we have
submitted for the record in the EPA suspension hearings, a great
deal of information evaluating not only that device but dozens of
others. .

"The law, of course, requires us to meet certain standards by 1978,
hut that report youn read uses the words, “on an experimental basis;”
dicl T hear that read in there?

Senator NeLsox. Yes.

Mr. Secrest. With each of the experimental devices to date the facts
are, as we sec them. they are not ready for production. That despite the
fact that we would be delighted to find some way to resolve this prob-
lem. and it is of no benefit for us to continue this long struggle to try to
design systems that will meet the law unless such systems are produc-
tion fundable.

We are spending millions and millions of dollars on an attempt to
work out every conceivable alternative that might yvield a technical
zolution.

At the present time. as shown in our sworn testimony on the EP.A
suspension hearings. we have been unable to find a device that is proven
in any sort of production basis to deliver the results necessary to meet
the standards. In the particular case of the Questor device, we are
concerned that the tests that have been run to date show very serious
fuel economy penalties.

Senator NeLson. In here they say not.

Mr. Secrest. I think it would be appropriate for us to submit for
the record the information we have given the EPA on that particular
one.

I notice that in the press conference held a couple of weeks ago at
which Mr. Zarb and others talked about the recommendation of the
President for an extension of the current standards. Mr. Zarb was
asked about new technology for the future which could get improved
fne]]_ecionomy while meeting more stringent emission standards. He
replied :

I cun just play the ball from where it is at the moment. No one has produeed
those techbnology improvements, no one has shown them to us and if they are
hidden in the hasement of somebody and they come out at some later date then
we ought to take a whole new look,

This is our view, we are sometimes painted as wishing that anyone
who has an idea would stay away so we could not make any contribu-
tion to solving the problem. The law requires us to solveit, the law
requires a good faith effort on our part to solve it and if we do not
make a good faith effort to deal with anyone.

(Questor is ene such company, Gould is another. At the last hearing.
a leading executive of the Gould Co., another supplier firm, appeared
hefore one of the Senate Committees and said in effect that the auto
companies were not testing his product seriously enough. They just
were not giving him the kind of cooperation that he ought to have and

that'ledto a very, very extensive interchange of every telephone call

and every visit and every possible contact that had ever been made be-

tw?lon this supplier and the Ford Company=I suppose the others as
well.

And T think the record will show, certainly we are willing to stand
on it, that we are doing everything we possibly can to investigate
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every ldea both from our own shops and from outside supplicers to
see if we can resolve the problem.

Mr. Esrrs. Senator Nelson, I did not recognize Questor as PPG.

Senator Nrusox. This is not, they are working with them.

Mr. Estes. Is there a fuel economy number in that?

Senator Nevsox. Noj what they say on fuel economy. the sentence
I read earlier, the last sentence was. “the technology exists in exper-
imental systems to meet the 1978 limits with good fuel economy and
with promise for controlling sulfate emissions.” And I do not know
what they mean by, “good fuel economy.”

Mr. Estes. That may be the problem because our Pontiae division
for 5 years worked very closely with Questor and prior to the impor-
tance of fuel economy, 1t looked like that might have a chanee of doing
the job. And the principle on which it works is a considerably richer
carburetor in which it keeps the fire burning in the reactor to get
rid of the emissions and it is kind of a dual setup. There was another
reason for dropping it in our case and that was that the durability,
we were never able to get the durability bevond about 20,000 miles
and we did not think that was adequate.

But the basic reason, as Mr. Secrest has said, is that it may he
what they consider to be adequate fuel economy. It is not what we
consider in the concept of today. adequate fuel economy.

Senator NrLsox. They do not give the dates of the test. it 1s a recent
publication, but it is a California test,

Mr. Estes. I can assure that we will donblecheck and make sure
we are up to date. They may be comparing it with their 1974 Pinto
von know: and that is not very good.

Mr. Secrest. Oh, I would not say that.

[General laughter.]

Mr, Looreorrrow. Senator Nelson, I would like to say that Chrvsler
is also familiar with the Questor system and onr results and expe-
rtences have been almost identical to what Mr. Estes has veported.

The CuamryMAx [presiding]. Senator Brock?

Senator Brock. (Gentlemen. I have been most interested in yvour
testimony. I am not familiar with the device mentioned by the gentle-
man from Wisconsin, but I think yon mayv be facing the dilemma
hetween environmental and conservation objectives.

I think the point was made about manadating a 28-mile-per-gallon
fleet average is something that conld be met, if we were willing to
compromise in other areas. size, weight, environmental standards, and
the like. The point is, we cannot by statute mandate technology in all
areas. T think that is the essence of your testimony.

We are discussing today not just automobiles, we are discussing
the whole energy nroblem and hopefully the Senate will do a com-
petent ioh. The House has not. And T think we have to establish
responsibility in this area.

T would like to point out. I think it was the statement of Mr. Estes.
that vou were using natural gas becavse it was a cheap energy source
and it was cheap because we had mandated a low price. Now the same
is true of gasoline. We are holding the price helow the market by
law and as long as that happens. market forces eannot be bronght
to bear to correct the problem. And this is the most fundamental thing
we need to do: To restore the market to its functioning plane by the
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deregulation of gas so that at least the market forees will be sup-
portive of Government policy.

Mr. Estes. It will support us, too.

Senator Brock. And of course the industry as well,

I might say I am a little bit weary of the discrimination against
those of us who constitute the 28 percent of the families who have
more than two children. I have four children. a beagle, and a half-
beagle, and we have no idea what the other half is.

We do have a problem when we want to travel. We have a 1970
Buick station wagon, Mr. Estes. It cost me a considerable amount of
money yesterday to get back into operating condition. the transmis-
sion went out. But I cannot afford to drive a Nova or a Pinto becanse

that would require me to buy two cars and my wife would drive one
with two children and the beagle and I would dvive the other two
children and the half-beagle.

We would use more gasoline than we are using now and I would
use more energy and have less of a family in the proeess. That is
what bothers me about ns saying that vou cannot accommodate the
needs, the disparate needs of the American people, get that is what
we are beginning to reach toward when we say vou have got to have
a 28-mile-per-gallon average. because. I tell vou something, in 1983
T still will want a car that will carry six people because that is the
size of my family and T like to travel with them.

If you cannot put them in a Vega wagon or a Pinto wagon. T am
not going to be happy and I am not going to buy your product and
T will keep this doggone Buick floating as long as I can; just because
that is a personal requirement of mine, it is not a matter of needs or
wants. It is a matter of physical necessity for me to keep my family
togrether.,

T think that is why I raised some question about the mandation
of these standards that are not in the real world. The Senator from
Oregon is blessed with two children. and they are beautiful. He was

“smart. I am not as good at family planning as he is. :

I have got a different problem. I am just doggone weary of the
Congress asserting its ultimate wisdom on some of these questions.
General Motors and Ford and Chrysler have to face the market every
day. every week, every year and you are getting the consnmer’s judg-
ment. The Congress faces it every 6 years and we are getting ours.
Frankly you are doing better than we ave.

T question whether we should trv—would it not be hetter to tnle the
tack that Mr. Roth nroposed, gentlemen? T.et me ask von a differvent
kind of a question. He proposed incentives as opposed to penalties.
Mav I suggest a different appro ch entirely from that. Would it
net he more feasible to nenalize potlutic n on the hasis of its real cost
{o the American peoplt - Would we not. L:e hetter to have a tax on the
prercentage of excess emissions. noxious emissions, than it wonld he
to have some set standard that mav not be within techniceal feasibility 2

Would you like to comment on that ?

Mr. Tistes. Certainly, Senator Brock. vou have the pergpective that
we tried to put across: and, as T said, there is not any auestion that
emission controls on vehicles and safety in some areas is not salable

and, consequently, we need some Government regulation.
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We have «aid many times, and I will just say it again, that all we
ask in those areas is that we arve sure that whatever regulatiens there
are, are health cftective. safety effective, and now, energy etfective.
And if we examine all of the regulations in that context we have no
argument at all. We just say let us be sure of the facts, let us investi-
gate our current vehicles in the field and see if evervthing we have
done in the past several years which has increased the weight of our
vehicles and onr fuel economy, let us make sure that all of those regula-
tions are health effective, cost effective, and energy effective.

And if you look at the emission problem, as you have suggested, we
would have no objection to that. I think it would be a good idea.

Senator Brock. One of the problems I have with testimony from
people such as yourselves is that, generally speaking. we get a state-
ment that this is ov is not technically feasible. But too rarvely are we
able to pin down the true cost of various policy alternatives. We do
not have the mechanism in this Government for evaluation of our
programs. You do but we donot.

Is it not. possible for you to quantify your testimony in terms of jobs.
in terms of price per car, in terms of price to the ultimate consnmer
on the various alternatives that we are facing you with so we can
have some tangible things that we can see, and sense, and touch ?

Mr. Esrrs, In some areas we can and in other arveas it is very dif-
fieult. But that is the reason I brought Dr. Duncombe along,.

Senator Brock. To the extent that you can. I would very much
appreciate vour responding to some of the questions that have been
asked, as I say, to the degree you can in a quantified fashion. What
does it mean. what do these various alternatives. in terms of the con-
sumer, cost ?

I think Mr. Secrest mentioned that an 8-percent shortfall in this
mileage figure would cost him a fine of $225 million. What does that
translate into the consumer cost in terms of cars, what does it translate
into in terms of consumer costs in reduced technology, the ability to
invest in new and better techniques? Can we quantify that a little
bhit ¢

Mr. Du~coyge. In this whole area of emissions and safety we have
stated publicly a number of times essentially two factors. Now. one
is that the consumer is currently paying about $600 per car for the
safety and emission equipment that has been put on since those
programs

The Cramryax. Would you mind speaking into the microphone?
I cannot hear the answer,

Mr. Dou~coyse. I was saying that on the basis of General Motors®
costs, the buyver of a new car today has a cost, an added cost of about
8600 per vehicele for the safety and emission equipment that is on it—-
of that, $3&5 is safetv.

And as we look ahead to meeting the standards that are now on the
books, on the basis of our current cost estimates, it will be approxi-
mately another $600 of cost. In other words, this is over and above the
current $600 of cost. So that if we were to go ahead with these stand-
ards as they are now on the books, we are talking in the arca of $1,000
per vehicle when all of those standards are met.

Those costs do not take account of some of the other penalties.
that is, the fuel penalties that may be associated with meeting the
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weight or the emission standards on the cars in the future. And there
may be other costs.

Now those figures, I think, we have made public but, I think, there
are other costs involved in this and I agree with you. One of the things
I would like to see is a much fuller accounting.

Senator Brock. My time has expired, Mr. Chairman, but if T might
ask for the record so you could supply it at your convenience, would
you give me a breakdown, by company, each of you, a listing of the
mandated costs current and already cnacted but not being appﬁied yet
and those which are proposed by type?

How much does the 5-mile-per-hour bumper cost, not just in terms
of the conswner, gentlemen, if you could give me a little clearer esti-
mate of what it costs in increased repair bills because my son is not
smart enough to wreck at less than 5 miles an hour and that is a
genetic defect he has to live with. We have that problem too.

I would like to be able to spell out the exact cost by item, not
individual, part by part, but by the major system item. 1f you could
give me that I would be very thankful.

Mr. Esres, The other thing, Mr. Senator, we have tried to do in this,
and it is a little more difficult, and that is to rate the cost bonefit in cach
of these. But that is reallv what you are talking about—-is the 5-mile-
per-hour bumper worth it? We have testified many times that the
214 is but the 5 is not. But that is the kind of information we will try
to get for you.

*enator Brocxk. Thank you very much.*

The CrrarryaN, Mr, Curtis?

Nenator C'orrrs. Thank vou, Mr. Chairman.

Personally, T happen to believe that our present trend in our legisla-
tion here, what has been proposed are a b%ueprint for a continuation
of unemployment and recession. Now. we can eliminate some drivers
whether we raise the age limit or not. We can do some other things, we
an close some filling stations, we can go to the very, very small car. But
1 am concerned about what that means in the way of jobs and I do
not think we have to do those things.

T would like to ask. how many man-hours are involved in making
vonr smallest car? I will ask Chrysler first, or is it a trade sceret?

Mr. TLoorsourrow. I do not have that specific information at my
fingertips at the moment, and this would have to go clear back to the
vaw materials as thev lie in the ground, if you want to really get the
total man-hoursinvolved.

Senator Crrrnis. T will come to that, but T think we ought to know if
it 1s 2 trade seceret exactlv how many man-hours—I wonld like to
know something between the difference over the man-hours that goes
into one of these smaller cars and one of these full-size cars,

Mr. Leorsorrrow, Within our plant, there is a substantial difference.

Senator Corrrs. How much?

M. Loorsernrow, T will get that information.

Senator Curris. Do you not have a guess?

Doces it take twice as many people to make a full-sized car than one
of these little bitty ones? Because. if that is the answer, we can all go
to motorcycles or these three-wheel things or rickshaw carts.

*The information referred to was not avallable at presstime. In order to exnedite the
grln{lng of these hearings, the information requested will appear in appendix I3 of these
earings.
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Iow about the Ford situation ?

Mr, Secrest. In answer to your specific question, Senator Curtis, I
would estimate—and I do not have detailed information on the subject
with me—that the man-hour content of a Pinto, in the Ford system, is
about 15 percent less than the manpower content of one of our larger
cars.

You might think it is a great deal wider difference than that, but
the fact is that the Pinto will perform many of the functions that a
large car will perform, and we cannot find smaller people to build
the smaller cars.

Senator Ctrris. You can put some of those small people into politics,
though.

About 15 percent ¢

Mr. SrcresT. Yes.

Senator C'trris, What is your comment on that?

Mr. Estes. Well, I do not have the numbers here. but it is not 50 per-
cent, I will say that. I do not think Mr. Secrest is far off—it really
depends on where yvou start. If you start at the assembly plant, that is
one thing; you go on to the engines. the axles, and so on, back to the
raw materials, you can go all the way through.

Senator C'urtis. I mean the whole business.

Mr. Estes. I think 15. 20 percent is probably a good figure.

Senator Cortis. Now, if vou went clear back to the raw materials, all
the raw materials that go into a car, how much employment do we lose
by going to these tiny cars, as compared to what most of us think of asa
full-sized car?

Mr. Secrest. I think one way to get at that would be to consider some
of the optional equipment features that are now available in most cases
on either small or large cars, Some of them. like air conditioning, are
alleged to have—you know, there is a whole industry that could be dis-
employed. T assume it would involve not only automotive air condition-
ing, but air conditioning for buildings and Senate hearing chambers
- and everything else. And if we have to do that someday, I assume we
will do it.

Senator Curtis. I do not think my question is difficult. Does it take
more %)eople to build a full-sized car or a small one, and if so, how much
more

Mr. Estes. It is a good question. I think we should consider it and
try to get some kind of an answer on a percentage basis. I do not think
we have—I know we do not have the information here to give you the
kind of answer you want. I think the thrust of our testimony, however,
though, Mr. Senator, was that in addition to the factor you are talking
about, there is a possibility of postponement for an indefinite period,
maybe up to 5 years, of buying intentions on the part of the public,
which is going to be tremendously severe in the way of unemployment
in the interim.

Senator Currrs. That is exactly what I am getting at. What will the
effect on the industry be on employment if we force you to go to a 28-
mile-per-gallon average?

Mr. Estes. Weare talking about 2,000-pound cars.

Senator Crrms. What is it going to do to employment ? -

Mr. Estrs. It is going to have a drastic effect, as Mr. Duncombe said.
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We say that even in 1980—and that is not the 28 miles per gallon, that
is the 20.5—we are looking at probably a million less vehicles in the
industry. sales, in 1980, because of the 20.5 number.

Mr. DuncoyBe. And that is about 250——

Senator Currtis. That is the sales of cars.

Mr. Du~coxse. That is 250,000 people.

Senator Curris. That is 250,000 people, but how much is going to

the smaller cars? ] '
Senator Brock. Excuse me, that is 250,000 direct; and what would

be the indirect

Mr. Duxcomse. The indirect in various—-

Mr. Iostes. That is 1 to 4, and it gets up to the point where it is
almost 1.5 to 1; so you almost can double 250.000 if you are talking
about supplier industry and the whole thing. The 250,000 is just Gen-
eral Motors.

Senator Cortis. What I would like to know is, in the whole ball of
wax, I think the Congress ought to know, how many man-hours it
takes—or if it is a trade secret, put it in some other way—to make a
small car and how much to make a full-sized car, clear from scratch.
I think we ought to know that.

1 think we also ought to know whether or not you could pull a boat
or a trailer with these little cars, and who is buying the boats and the
trailers. I do not think the wealthy people. I am serious; I think this
movement has got the seeds of making our recession and unemploy-
ment permanent. I do not think there is any question that we have got
to turn our attention to the production of more petroleum and natural
gas in this country, and our conservation should be turned to a ques-
tion of those industries where there is a substitute.

Now, if they did all the things they have talked about under these
schedules here, would it save as much petroleum as we would save by
using coal instead of petroleum to produce our electricity in the
country ? It is my understanding we use about—that 40 percent of the
electricity is made by burning petroleum. It is not necessary at all;
coal is cheaper. Now, what would be the comparison if we did all of
these things that they want to do, which I am convinced means con-
tinued recession and unemployment, because our industry, our whole
industry is built around the motor vehicle.

There is another thing we have not touched here and that is trucks
and the like. If you make them smaller, you cannot haul very much.

Would we save as much petroleum if we eliminated petroleum as a
meails %f manufacturing electricity? Does anybody have an answer
on that?

Mr. Estes. We have looked at this. I do not have the numbers at
my fingertips.

Senator Curtis. I would be glad to have it supplied for the record.
I do not mean any harsh criticism of not having these ready answers,
but I believe you have been too defensive. You have been steppin
backwards as we in the Congress have imposed this manage
cconomy—and that is what it amounts to. Congress business should
be to see that we produce more petroleum and also a full utilization
of substitute fuels.
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Mr. Duxcomsr. T was just going to suggest in connection with this
that the motorcar is taking about 30 percent of the petroleum. Now, a
proposal such as we have been discussing today would affect only new
cais. And let us say for a moment that it did not affect the sales
volume. We have 100 million cars on the road, so that what this legis-
lation would be doing would be affecting; let us say, 10 percent; that
is. the first year’s production would be 10 percent of the total. So that,
of the 30 percent of fuel, we would be affecting 3 percent. Now, of
that 3 percent, we might be making a 5-percent improvement, so that
we are talking now about a first-year improvement in conservation of

5 percent of 3 percent of the total petrolenm usged in the United States.
" What we are talking about here is a proposal which will have a
major effect on the automobile industry and a minimal effect on our
national effort to conserve encergy. That is one way of looking at it.

Senator Curris. Well, now, we use 30 percent of our petroleum to
drive motor vehicles. And how much do we use, or what percent of our
petroleum do we use for electricity ¢

Mr. Estes, Nine percent.

Senator Ctrris. ITow much?

Mr. Estis. Nine percent,

Senator Crrris. Nine percent.

My, Fsres, I{ you eliminated all of that, it ‘Wwould be a 30-percent
improvement.

Senator Curris. If you eliminated all of that you would conserve 9
percent of your petroleum.

Mr. Estes. About one-third of what we are currently using for
automobiles.

Senator Cerris. And if we put vou through the mill on this thing
and change our whole economy, because I do not think it takes an ex-
pert to figure out that these little cars cannot pull boats. If vou cannot
pull them. they are not going to buy them, There is an industry. The
same thing is true with trailers. I think it is our middie class people
that ave using those things. The boat industry has been one of the
most. rapid growing ones. But by producing electricity with coal. we
could save 9 percent of our total petroleum usage. And by all of these
things in the automobile industry we would save 8 percent.

Mr. Duxcoyse. Less than 3 percent.

Senator Curris. Less than 3 pereent.

Do vou think that if 5 or 10 years from now there is a massive move
to very small cars, if it is accomplished by then, that you will be em-
ploying as many people as you would Le if you were still selling full-
sized cars? )

Mr. Estrs. No: no question about that,

Senator Corris. I amn sure that every where yvou follow alone, that
the ipsnranve industry is cut down proportionately, the financing of
cars is cut down proportionately, and all of the component parts, as
well as its effect upon these other things. And T just believe we are
facing too grave a situation in reference to our cnergy supplics to
waste time talking about these things, that when it is all said and
done, we do not change the picture very much. And this energy crisis
has been with us now for almost 2 years and the Congress has not
done anything to increase the producticn of petroleum by a single
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point. As a matter of fact, they have gone the other way. The produc-

tion of oil has gone entirely down. .
I will not take any more time. I do have some questions here that

I would like to submit for the record along this line that I have been
asking, and that will give you a little more time, relating to the em-
ployment situation. I would like to have that supplied to each one of
the witnesses.

Thank you, Mr. Chairman.

The CrzatrmanN. Without objection, that is agreed.

[The response of General Motors follows. The responses of the other
two witnesses had not been received at presstime. In order to expedite
the printing of the hearings the information requested will appear in
appendix B of these hearings.]

QUESTIONS ASKED BY SENATOR CURTIS TO GENERAL MOTORS

Question. If the House bill becomes law, what effect would it have on employ-
ment in the auto industry?

énswer. Establishing mandatory fuel economy standards, even as high as
20.5 mpg which H.R. 6860 mandates for 1980, could have substantial adverse
effects on auto sales and employment in the auto industry and throughout the
economy. This would happen because, even at the 20 mpg level the kinds of cars
automobile manufacturers would be able to build in response to consumer
demand would be restricted.

H.R. 6860 would require standards as high as 28 mpg in 1985. It is difficult
at this time to speculate over what kind of cars could be produced in 1985 to
get a 28 mpg average. No car presently being built in the U.S. achieves 28 mpg
on the composite EPA cycle. It is certain that there would have to be very many
small, very light-weight cars sold. If half a manufacturer's fleet consisted of
cars averaging 24 mpg (the best mileage for a low performance 1975, 3,000 1b.
car) the other half of the fleet would have to average about 34 mpg. It is impor-
tant to recognize that no car, domestic or foreign, (even the lowest performance
manual transmission cars) presently being sold in the U.S. achieves fuel economy
as high as 34 mpg on the composite cycle. )

While cars that can attain fuel economies in the range of 28 mpg can be de-
signed and built, there is no assurance that they can be sold in sufficient numbers
to avoid substantial disruption and unemployment in the automobile industry.

At this time it is not realistic to speculate on the magnitude of the unemploy-
ment that would be generated by any particular standard a decade in the future.
One thing, however, is certain. If the American people demand 28 mpg cars, it is
in the hest interest of the automobile companies to meet that demand. If they
do not demand cars of the kind but the auto companies are forced to limit their
production to such cars, the effect on the economy could be catastrophic.

Question. What impact will current emission standards have on your ability
to meet the fuel economy standards in the House bill?

Answer. GM has indicated that we can achieve a 539 improvement in auto
fuel economy between 1974 and 1980, provided there are no additional fuel
economy penalties imposed by emission standards and safety standards more
stringent than those applicable to the 19756 model year vehicles. Any more
stringent emission standards would make that goal extremely difficult, if not
impossible to reach.

GM has informed EI'A and California officials that we will attempt to meet
that state’s standards in 1977 and ‘“we intend to market 1977 models in Cali-
fornia in as many size and weight categories as we can under the regulations,
recognizing that some current engine/transmission combinations now being
offered in California may have to be dropped.”

GM has added further that we expect fuel economy penalties of approximately
20 to 25% to result from meeting California’s 1977 emission standards.

Present levels of emission standards currently required by law for the 1978
model year nationwide are more stringent than the 1977 California standards.
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Neither GM nor, to our knowledge, any other manufacturer has the technology
in hand to meet these 1978 emission standards. Until the technology is developed,
we can not reasonably estimate the fuel economy penalties.

Question, If there are fuel economy standards, should they be applied to an
entire car fleet, or should penalties be applied only to the low mileage cars?

Answer. Proposals bave been advanced before the Senate Finance Committee
to apply penalties only to low mileage cars rather than to a manufacturer's
entire fleet. One approach would be to tax curs at a rate based on the fuel
economy they achieve in relationship to the industry-wide sales-weighted average
for that model year as determined by the Environmental Protection Agency

in its certification tests.
While a tax on low fuel economy cars is unnecessary because of the voluntary

efforts being made by the auto manufacturers to improve the fuel economy
of their cars, this system would be much more fair than the penalties under

H.R. 6860. . i‘
Question. Is it “too early” to tell what fuel economy standard can be met in

1985 and whether any standard will in fact be needed?

Answer. We believe it is a serious mistake for Congress to set standards by
legislation. It is particularly inadvisable for standards to be set as far as
10 years in the future when conditions, economic forces and the state of the
technology can not be foreseen. It is apparent that the post-1980 standards in
H.R. 6860 are arbitrary and unsupported by analysis of the way in which they
will affect energy consumption or the American consumer.

As a result of fuel economy improvements now being made in rcsponse to
consumer demands brought about by higher gasoline prices, total gasoline con-
sumption for all cars on the road will decline between now and 1980. There is no
other energy consuming sector of our economy that is approaching this “negative
energy growth,” If there were, our country would be well on its way to solving

its energy problems.
Certainly there is no justification for these entirely arbitrary standards pres-

ently written in H.R. 6860.

The Cuamrman. I apologize for my absence. I had to leave this meet-
ing briefly to attend the Democratic caucus which is meeting on
various and sundry matters.

Senator Cuorris. Did they cut down our supply of oil any this time?

The Crairman. My purpose for attending was to try to protect the
right of this committee to recommend a bill in line with whatever
the evidence and the good judgment of its members would dictate.

Senator Gravel has made available to us a recent summary of the
Harris Poll which indicates that a 46-to-31 percent plurality of the
American people now favor “deregulation of the prices of all oil and
natural gas produced here.” And that was a reversal of a previous

oll taken July of last year, when 42 to 28 percent opposed
eregulation.

Over the last 10 years, has the price of oil gone up much more
relative to the price of the automobile ?

Mr. Estes. These increases have been sporadic, so I do not know
if I know the answer.

Mr. DuxcoMBe. The real price of oil went down, as vou know,
pretty regularly up until the time of the embargo. The big change
in the oil prices comes since then. I think that gasoline and oil products
in the United States, without a doubt, up until the time of the em-
bargo, were one of the Nation’s biggest bargains. We had them
underpriced.

The Criairyax. I think that the evidence before this committee is
going to show that you cannot replace the existing oil and gas at the
price that the producers are being made to sell it for. In other words,
the producer who is selling his oil for $5.25, in due course will be
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made to buy energy from a source, be it oil or coal or whatever, and
he will be paying at least twice that when he buys for his own needs
in the future, because the replacement cost of energy just greatly
exceeds the regulated prices.

Now, it looks like the American public now understands something
that a lot of our fellows have not quite realized. The public knows

> it is not within our power to deliver them cheap energy indefinitely
without taxing their eyeballs off of them to pay for it with tax sub-
sides. An overwhelming majority is now tired of being misled by
politicians who believe they can buy energy cheap indefinitely. There
1s some cheap energy now, energy which was found when it was
much cheaper to produce it. But from here on, you are going to have
to pay what it costs to produce the energy. And when you pay what
it costs to produce it, you will find a lot of people who are ready to
go produce it, providing that they can make the profit that they
would expect that they would if they invested their money in some-
thing else.

Now, few people are greatly upset that they have to pay a great
deal more to buy an automobile than he had to pay 10 years ago.

But I do think in the long run the public would like to decide for
itself whether it wants to buy a big automobile, a small automobile,
an air-conditioned automobile, or one that is not air-conditioned, as
the case may be. And they would sort of like to decide for themselves
whether to drive the automobile 65 or 70 miles an hour on interstate
highways or whether to be held down to 50 miles an hour or 55.

And I take it, basically what you gentlemen are testifying for is
that you ought to let the free enterprise system work.

Mr. SEcresT. Precisely.

Mr. Estes. Right, and it will do it, too.

The Cmamerman. And in the last analysis, no matter what we poli-
ticians promise the public, we are not going to be able to provide the
public with energy much cheaper than it costs to produce it, are we?

Mr. Estes. That is right.

The Cramryax. I have no further questions. I may want to submit
some, and I would appreciate it if you would respond to them.

Any further questions, gentlemen? - -

Senator ITaskeLr. I have just one, Mr. Chairman.

Mr. Secrest, you mentioned that it took about 15 percent more
manpower to manufacture a big car as opposed to a Pinto. Can you
give a rule of thumb relating to the material costs?

Mr. Secrest. Well, I think in materials. Senator Haskell, kind of
thinking off the top of my head. you will find

I guess I would have to say if a 5,000-pound car were reduced to 2,500
pounds, either due to the pressure of the market or to the law

Senator HaskerLr. No. I meant your present line. In other words,
yvour Pinto. What is the material cost of your Pinto as opposed to the
material cost of your Ford suburban station wagon?

Mr. Secresr. I think the material cost is going to be very, very pro-
portional to the weight of the car. A Ford car today will probably
weigh 4,000 pounds or more—+4,000 to 4,500 pounds. It will weigh
much less than that in the future. A 2.500- or 3,0000-pound car will
have a basic material cost that I think will be roughly proportional
to the difference in weiglht. '
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Senator HaskELL. So, your Pinto is what? 2,500 pounds now?

Mr. Secrest. Well, today’s Pinto is closer to 3,000 pounds.

Senator HaskEerL, 3,000 pounds.

And just to take the top of the line, your Lincoln Continental is
what ¢

Mr. Secresr. It is 5,000,

Senator HAsgELL. So it is a ratio problem.

Mr. Secrest. Sixty percent of the weight and probably 60 percent
of the underlying basic material cost—so there would be & very sig-
nificant difference in material, labor.

Senator HaskerL. So, if you had a 5,000-pound car versus 2,500,
t}xe m&terial cost would be twice as great? Is that roughly a rule of
thumb?

Mr. SecrEst. I think that is right.

Mr. Loorpourrow, It is probably slightly biased upward for the
larger car.

Senator Haskerr., Roughly in relationship, if you have twice as
heavy a car, your material cost is twice as much ? -

Mr. Secrest. I think to take the weight out, you have to take ont
material. I think you would come out close to that, not necessarily
exactly.

Senator Haskerr. That is all.

The Crramryian. Are there further questions?

Gentlemen

Senator Taryapce. I would like to ask one or two, if T may, Mr.
Chairman.

Senator Ribicoff, as you recall, asked you some questions about diesel
automobiles. T believe the efficiency of the diesel engine is almost twice
as good as the gasoline engine, is 1t not?

Mr. EstEs. No. On the basis of Btu value, Senator Talmadge. the
difference gets down to about 10 parcent, because the Btu or the encrgy
value of diesel fuel is higher than that of gasoline. So, if vou look at
it on a Btu basis, energy unit basis, the diesel is only about 12- or 13-
percent better. On a miles-per-gallon basis, it is about 20- to 23-percent
better. I am talking about everything else being comparable.

Senator Taratance. Is it possible to produce a diesel automobile with-
in the purchasing power of the average American?

Mu. EstEs. So far, there is a penalty—if we look at the marke{place,
there is a penalty for the diesel engine over the gasoline engine some-
where in the area of $100 to $200, $25C, depending on the size.

Senator TarLMADpGE. In other words, if you put all diesels in vour
General Motors cars, it would cost you about $150 to $200 more per
automobile?

Mr. Estrs. Per car; right.

Senator Taramance. Suppose Congress passed a law and said. ¢ive
yvou enough leadtime to do it and gear up for it, that all automobiles
had to be powered by diesel engines. Flow much petroleum could be
saved?

My, Estes, I guess we would need to do a little figuring. You are
replacing about a 10th of the vehicles each year, so that has to be put
into the formula. I think we rcally ought to take a look at answering,
Senator Talmadge.
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My, Loorsourrow. The yield of fuel oil from crude is such that if you
have all of the automobiles as diesels, there simply is not enough crude
oil to supply them with diesel fuel, and you would have gasoline as a
leftover byproduct that you would not know what to do with.

Senator 1'aLmapce. In other words, you would have to have gasoline
mado in order to make the diesel fuel?

Mr. Loorsovrrow. That is right. -

Mr. Estes. We asked all of the oil companies individually, recently,
how do we get the most transportation, the highest number of miles out
of a barrel of crude. I think that is what we are talking about. -

Senator Taryanae. That is correct.

Mr. EstEs. And we have had various answers, and I think there are
various answers depending on the refining capability and the refining
capacity of the industry, spread between the various suppliers. We have
had answers all the way from the fact that our current mix is about the
optimum, up to the point where it would be better to have, let us say,
a multifuel engine, Now, that is kind of a simplistic and easy answer to
the question. If you have a multifuel engine which will burn any kind
of fuel, obviously as the mix changes in the various refineries, we get
s little more. But in an optinum basis, I think we have a possibility,
maybe, of picking up 10 percent in this area by gearing our engines
to the current capacity and the current heat value of the crude oil.

Senator Taryapce. Do any of you gentlemen have any idea how
much petroleum and gasoline we could save if we vigorously enforced
the 53-mile-an-hour speed limit?

Mr. EstEs. I think we said, when the 55-mile-an-hour limit camne in,
if it were enforced, as compared to a 70-mile-an-hour limit, I guecss,
that was general at that time, we were talking about a 15- to 20-percent
fuel savings. .

Senator Taryance. That is about what I get on my own automobile.

So if we save 15 to 20 percent of 5 to 6 million barrels a day, that
would be a considerable savings, would it not ?

Mr. EstEs. I think maybe—Mr. Duncombe reminds me—that that is
while driving at 70 or 55, and when we look at the overall picture, since
a lot of the miles are driven in city operation and maybe only 15 or 20
percent out on the highway, that that figure probably comes down in
the area of 2 to 5, maybe. I think that would be a better figure.

There is a savings on the highway when you are driving 70 versus
55 of maybe 20 percent.

Scnator Tarmance. Would you give us the best guess that you could,
and supply it for the record, if we vigorously enforced the 55-mile-an-
honr speed limit, how much we would save ¢

Mr. Estrs. I would like to give you that later. I would rather do it a
little more arccurately than inst to take it off the top of my head.*

Senator Tarmapce. All right.

And let me give vou another thought. It seems to me if we canceled
courtesy cards, there would be an enormous savings on gasoline. What
is vour feeling on that.? )

AMr. Estres. T guess T have to have a definition of a courtesy card.

Senator Tararanee. Credit cards.

A, Ferrs. T do nat know. That is an economic question.

Mpr. Duxcomsr. That is a petrolenm economic question.

*The {nformatinn refarre? to wasr not” avatlahle at presstime, In order to exredlte the
{)rin:inc of these hearings, the {nformation requested will appear in appendix B of these
mearinee,
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Senator Tarmance. I know if you go on the high school campuses
and the college campuses you find acres and acres and acres of auto-
mobiles. Young man or woman usually has a credit card that the parent
pays for on a monthly basis. I believe if they had to pay for it out of
their allowances, we would find those automobiles operating less.
Would you agree with that?

Mr. DuxcoMmee. I can confirm that by personal experiment.

Senator. Tarymapce. I have had lots of interesting experiences along
the same line, I may say.

Then how much could we save if we closed the filling stations on
Sundays or weekends?

Mr. SecresT. We got some evidence on that, I think, during the
embargo, and also in some of the European countries, where they in
the past followed Sunday closings and so on. It-is a feasible method,
although in my judgment it is a method more suited to dealing with
temporary supply emergencies than as a long term.

Senator TarLmance. Would you supply that for the record?

Mr. SECrrsT, Yeos, sir.*

‘Senator TALMADGE. It secems to me we must mandate some vigorous
conservation methods, and it seems to me that the easiest and sim-
plest would be to enforce the 55-mile speed limit, close filling stations
on Sundays, cancel credit cards; and I believe that would have less
effect on unemployment than most any program we could adopt, I
believe it would work because it is simple, it is practical. The people
would understand it. And if you closed filling stations on weekends.
it would make the people realize that we are in an emergency, and I
think they would react in other conservation methods accordingly. As
long as they can drive up to a gas tank and buy all of the gas they
want, as long as the money holds out, there is no sense of emergency
or crisis whatever, as I see it.

Mr. Secrest. Of course, there is another advantage to moves of that
kind. They can be instituted almost immediately with very little lead
time, and if they do not work, they can be eliminated without any
enormous capital waste; whereas some of the other remedies that we
are grappling with, if they turn out not to work, if we have con-
verted the whole industry to build, let us say, the Questor car or one
* of these other propositions and it does not work, we cannot go back,
because we have used all of our money to try the first alternative.

Senator Tarmapge. That is correct.

I have no further questions, Mr. Chairman.

The CramrMaN. Senator Packwood.

Senator Brock. Gentlemen, I ask the Senator to yield because I have .
to leave for a few minutes, and I will try to get back.

I want to say how much I appreciate your testimony. I would like
to ask you one question that you might speculate on for me for the
record, and that goes back to another personal problem with my kids
and dogs. Driving this full sized wagon back and forth to Tennessee
or whenever we want to go on a trip, if I am required to cut that
vehicle back to a 2,500-pound car, what is it going to do with my
safety problem? '

*The informatfon referred to was not avallahle at presstime. In order tn exnedite the
printing of these hearings, the Information requested will appear in appendix B of these

hearings.
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Mr. Estes. Well, I guess there is nothing we can do about the
physics book, and the physics book says you are going to have more
difficulty with the 2.500-pound car against a 5,000-pound car.

Senator Brock. Can you meet our emissions standards and our gaso-
line consumption requirements for 1985 with a 2,500-pound car that
will seat six adults and give them safety? '

Mr. Estes. I think we have said that with current technology it is
next to impossible to do the first part of that, to carry six people
comfortably.

Senator NeLsoN. I might say that I have looked at the EPA stand-
ards, and here you have got the Volkswagen bus which will hold Sen-
ator Brock, his two dogs, his wife, his two kids and Senator Pack-
wood’s family, too. And that one gets 18 miles per gallon in the city
~ _ and 25 miles on the road.

————Senator Brocr. But it does not do 28 miles, Senator.

Senator NeLson. No, but that is much bigger than you need. You
do not have to take Packwood’s family with you every time you are
traveling. = '

Nowyou have got the Dasher wagon, which does 23 in the city and
35 on the road. Now I drove the Dasher wagon last weekend——

Senator Brock. It does not seat six; Senator.

Senator NELsoN. Yes. It would take your children, your dogs, every-
thing else. I drove it last week. Now 1if you take out the bucket scats
and had a straight seat across, it sits six easily. As a matter of fact,
all this talk about the space inside, the spacc inside a Fiat is about
the size of a Seville. Just take the leg stays——

Senator Brock. I do not have a Seville and I have got growing
children. They still eat.

Senator NeLsoN. What is all this nonsense that none of this can be
done without having a huge monster on the road? It is just plain
nonsense and I think we are dealing with bandaides on a very im-
portant problem.

Senator Pacewoop. Mr. Chairman, I have some more questions of
these witnesses and I have read the other statements. What is your
plan? Are you going to go right straight through? Or are you going
to come back? :

The CuaAIRMAN. We have other witnesses to be heard and T would

“hope that all Senators would ask the questions that they feel must be
answered, here at this time, and then that those that could be sub-
mitted, that they would be willing to submit that.

Senator Packwoopn. Is it your plan to take the other witnesses
straight on through? Are you going to break?

The Cramrman. I am planning to hear every witness we have sched-
uled to hear today. .

Senator Packwoop. Now ¢

The Cramrman. Not right now, but before the day is out.

Senator Packwoop. That is what T am trying to get at. Are we go-
éx)lg 2tg break for lunch or anything? Are you going to go to 1:30?

r 2?

The Crrairmax. I think we ought to conclude the questions we are
going to ask these witnesses in their testimony here today, and then
1f you want to go ahead proceed with others go right on ahead.

-~
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Senator PAcewoop. I sensed, when you were responding to Senator
Curtis’ question about employment and his effort to say how man
people would be unemployed 1f we make smaller cars, that is not real-
1y a significant factor in your thinking? I judged that from your
answers, :

In 1985, if you are mandated to have a 28-mile-per-gallon standard,
then vou are making nothing but 2,500-pound cars. You will not have
significantly fewer people than we have now employed, assuming
sales hold up % Is that correct

Mr. Du~ncomse. If we accepted that 15 percent, rough ballpark fig-
ure, 15 percent unemployment rate would be almost unprecedented.
We are concerned today about unemployment rates that run in the
area of 6 to 7 to 8 percent, and here if we are talking about unemploy-
ing 15 percent of this given segment, I think you and I would both
agree that this is a-significant number. '

Senator Packwoob. I just want to know if that is what you are
saying, that in 1985 if you have 28-mile standards and a 2.500-pound
car, and sales are running fine, you will employ about 15 percent
fewer people ? .

Mr. Du~comse. That was a horseback figure, I believe, was it not,
Mr. Secrest ?

Mr. SecresT. Yes. I do not want to say that 15 percent is the answer
to that question, Senator Packwood.

Senator Packwoop. What I am getting at is that it does not seem to
be a factor so large in your thinking that it is of a major concern?

Mr. Duncomse. It is dwarfed by the other considerations of the
volume impacts.

Senator Packxwoon. OK, because in all of the answers about the
effect, you have always premised this—you have brought your esti-
mates down from 17 to 16 million, It is always premised on the fact
that people are going to postpone or they are not going to buy. It is a
sales answer that you relate to employment, not a production answer?

Mr. Duncovne: That is true.

Mr. EstEs. That is true. -

Mr. Du~ncomBe. They are both in there. As I say, the market
aspects of this problem in our minds have dwarfed the other aspects
of the problem.

Senator Packwoop, In response to Senator Long’s comment awhile
ago, he said we ought to let the market take care of this. Mr. Estes,
you responded, “that’s right, and it will”.

And yet in your answer just a few moments ago, or about an hour
ago now, you said, “as far as safety and emissions were concerned,
the market would not take care of themselves.” They were not “salable
items”. If they were not mandated, you would not put them on.

Mr. Estes. The word “mandated” is kind of strong, but we think
we need regulation in the areas—we have taken this position continu-
ously, that if the regulations in the area of safety and emissions are
health-effective, cost-effective, and energy-effective now, sure, that is
the way it should be done.

We have proven this in the past——

Senator Packwoop, As I understand, you tried seatbelts at one
time—it was not you, it was Ford—in the 1950’s and they would not
sell, and you took them off ¢
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Ar. Estrs. That is rioht. Tt was a long time ago.

Senator Packwoon. But, I mean it did not work.

Mr. Estrs. We are offering the air bags today, passive restraints.

Senator PAckwoop. And very few people buy it.

Mr. Estes. We have only been able to sell in a year and a half
about 6,000.

Senator Pacgwoob. I agree with you and I understand you have to
mandate it, and you just mentioned energy now. This is what I am
curious about. -

Mr. Estrs. To be sure they are “energy-effective,” T said, Whatever
" these regulations are, we have always said “health-effective” and we
have always said “cost-effective.” And now we think more important
than ever before, “energy-effective” should also be included. And that
gets into the weight of the vehicle and the energy consumed by the
emissions system and so on. All of these things have to be balanced.
It is a difficult balance we are trying to reach and X guess all we are
asking Congress to do is to take a good look at it in this respect, to try
some of these things on a trial basis to make sure that we do not go
way overboard and to do everything possible to get all of the field and
‘engineering information we can on these things. Do they work? Is it
acromplishing what you want to accomplish ¢ . }

We are all trying to get to the same place, with regard to all three
of these factors. We are all trying to get there. Tt is a method of how
we get there.

Senator Packwoon. Assuming. as a matter of policy, we wanted to
gi*t to?a 28-mile-per-gallon cay, Would we get there with market forces
alone :

Mr. Estrs. Well, it would have to be—we think it would have to be
evolutionary, if that is the word that is required. We think market
forces can move us in that direction, but it is going to take some time.
We are going to have to take a good look. technically, at how we ac-
complish the transportation needs of Senator Brock and others in that
category, as well as yvou, Senator Packwood.

You have a different requirement than Senator Brock. We have got
thousands and millions of customers out there, all with a different re-
quirement, and we are going to try to meet it,

Senator PAckwoon. I come down on Senator Nelcon’s side on this.
I do not think I am counting myself, and I do not mean to count the
public. I realize there is a tradeoff. T am not going to get in a Dasher
what I get in a Buick, and I am going to pay less monev for it and I
will get better mileage and it is not as comfortable. Maybe it does not
have air-conditioning.

But, as a matter of policy, if this Congress thinks that that is the
way this country must move, will we get there in 10 years, by market
forces? Or must it be mandated in order to get us there?

Mr. Estes. We say the market forces are going to get us there. What
you are talking about, really, are your constituents and what thev want
and what they need and how well they recognize the problem and how
do we convince them.

Senator Packwoon. We never convinced them to have seatbelts
until we finally mandated it.

Mr. Estes. Well, seatbelts and fuel economy are two completely diff-
erent animals here. There is not any question but that the economic
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forces ave telling us and the customer is telling us that fuel cconomy
is a salable item, I said that in the beginning. It is almost the exact
opposite, with safety and emissions standards, as far as our average
customer is concerned.

Senator acxwoon, But your answer to the question is, if we want
this 23 mile fleet average as a policy to be achieved by 1985, you say
that it will be achieved by market forces and you will make it and
that is what the market will demand in 19857

Mr. Estes. Well, if it is really required, and the constituency and
the country and everybody agrees an({ our energy situation is such that
it has to be, we will get there in a normal way, yes, sir. -

Senator Pacxwoon. I have no other questions.

Mr. Loorsourrow. Senator Packwood, may I address myself to that
thought for just a moment? Y thinz the important thing, basically, is
the matter of the conviction of the public and what they believe to be
necessary for this country. _

If thev believe that the 28-miles-per-gallon is absolutely necessary
for this country, then the free markst will sce that we get there.

Senator Packwoon. If they do not believe that it is necessary, then
what?

Mr. Loorsourrow. If they do not believe it, and the industry tools
up for 28-miles-per-gallon automobiles, you have a disaster on your
hands.

Senator Pacxwoon. Right, but if the public does not believe it, we
are not going to get there by market forces.

Myr. Loorsourrow. If they do not believe it, you are not going to
get there by regulation either.

Senator Pacxwoon. Why ?

Mr. Loorsotrrow. Because they will not buy the product and vou
end up with a chaotie condition in the industry.

Senator Packwoon. That is where we disagree. You are saying that
if we mandate it and they do not like it. when 1985 comes they are not
going to buy any cars or they are not going to buyvery many cars,

Mr. Looreotrrow. That is vight.

Mr. Estes. We will have another interlock.

Senator Packwoon. And they will stop buying cars for years?

Mr. Loorpourrow. Is the Congress of this country going to force
these people to buy these automobiles?

Senator Paciwoon. We forced them to buy them with seat belts,

AMr. Loorsurrow. You did not force them to use them. You force
them to buy them. It is a relatively small purchase price; but you do
not force them to use them.

Senator Paciiwoon. We are foreing them to use the emission devices.

My, Loorsourrow. That is right, They have no choice in the emission

deviees and they cannot avoid the fuel economy they cannot get because
of the controls. When they buy fuel economy, they are buying some-
thing that they cannot avoid using and they will buy something they
think fits their particular requirements,
_ If you ean convinee the public that this whole country has to be rid-
ing around in 28-miles-per-gallon automobiles, and really convince
them, they will buy them. But Congress had better make sure that they
have got them convinced
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Mpr. IsTes. Senator, I do not want to be facetious, but the interlock is
a typical example of what we arve talking about.

Scnator NewsoxN [presiding.] The what?

Mr. Estes. The “interlock.” Congress went home for recess, and bang
it was gone. It cost us 200 million in the industry, at least in General
Motors, to find out that the customer would not accept it. It was a great
safety device. The customer had to buckle his seat belt before he started
the car.

Senator NrersoN. Do not blame Congress for all of that. That was
the exccutive branch., We did not write in the statute that you had to
have an interlock, and there was not a single word of debate in either
House of the Congress suggesting it was so.

Muy. Iistes. T have not heard @ word about it since.

Senator Nr1LsoN. No, no. Congress did not like what the bureaucracy
did. If you read the statute, and the debate on the floor of the Senate,
you won’t find a single Member of Congress who ever thought that the
regulatory agency was going to say you have to have an interlock. So
we passed the statutory requirement that you could not have it.

Mr, Du~conse. We just want the Congress to avoid making the same
mistake the administration made.

Senator NELsoN. I must say, I realize that, of course, it is not the auto’
industry’s primary function, or any other business’ primary function,
to make social policy. But what interests me is that all of the conversa-
tion I hear, and all of the debate on this that I hear, both talking
individually and listening to testimony at hearings, is that the public
and industry and business and all the editorial writers all over this
country, the New York Tiraes, the Washington Post, the Washington
Star, my Milwaukee Journal, all over the country they are saying
you have got to do something about the energy crisis.

And every single industry that comes before Congress says, “fine, but
don’t mandate anything for us.” And then all of our constituents say.,
“*do something and do it fast, you stupid jerks, or go home: but, don’t
inconvenience us, and don’t increase the price of anything.”

S0, we have got a situation where evervbody says, “do something to
mect this terrible crisis, you fellows down there, but don’t do anything
to inconvenience us.” Now I understand your position, but the fact of
the matter is, and this is what dismays me, that this is not a crisis, it is
a disaster. And what dismays me more and that what amazes me
even more, is one of the Scnators here referring to this “recent crisis.”
This erisis has been here right along with ears. Twenty-five years ago,
men like Harrison Brown and Julian Huxley, were predicting it. In-
dustry paid no attention. Government paid no attention. No President
ever gave a specch on it., A handful of people talked about it; and now
it is here. )

It is not a crisis that you are going to solve in 5 or 10 years. It is a
matter of at least 20 years. And the automobile is a significant part. I
think it is perfectly clear that vou can build a car as big as Senator
Brock wants and you can still get the mileage, In fact, you could double
the average mileage of ail of our automobiles.

But you are not going to do it without mgndating it. Now the idea
that the public wonld not buy it is nonsense ; if that is all there is. that
is what people will buy. And, if somebody happened to be a buyer of
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big cars all his life and now he has got to have a new ear, and all there
is is the high-mileage, lighter car, that is what he will buy.

Now in none of these areas is the public, the Congress, or anybody
else, it scems to me, addressing himself to it in any significant and dra-
matic wav. Qur automobiles are just part of the problem. but if all the
automobiles in this country got twice the average mileage we now get;
if the whole mix of cars got twice the average we now get. that would
be a saving of almost 40 billion gallons a year. We are using about 7814
to 79. so it would amount to almost 40 billion gallons a year. That.
would be equivalent to 1145 Alaska pipelines forever. -

Now that is dramatic. That is significant. You are not going to get it
by this play in the marketplace stuff. That is all there is to it. So T
think you are going to have to bite the bullet and be tough about it.

And that does not only apply to automobiles, it applies across the
board to activities in the conservation, the utilization of energy. Now
this is a very important problem. It may be one that we cannot resolve.

And yet it is not as tough as what is coming vight next. on its heels,
aud that is shortage in metals, fibers, and proteins, and we are doing
nothing about them either.

So all I hear is testimony from people who want us to use some
Band-Aids and not disturb their way of life, or the way they act.
All I say is. it ain’t going to work. It just ain’t going to work.

Now you in the anto industyy may prevail, as T suspect vou will this
time, because I think that is what most of the public thinks and what
most of the leadership of the country thinks, but it just ain’t going to
work. We are going to be in one hell of a mess, worse than this,
10 vears from now, and that is all there is to it.

We will adjourn until 2 o’clock, unless vou want to comment.
[General laughter.]

Mr. Esres. That is the last thing we need to comment on.

Mr. Looreotrrow. T would like to make one comment. One thing
that has never been mentioned in any of these bills. that involves fuel
economy. The name of the game is conservation, right? And there is
nothing in these bills that would cause the foreign mannfacturer mak-
ing that small car to make any improvements in his vehicle, And this
is a very important factor.

Senator NELsoN, You mean improvements in his mileage?

Mr. Loorsourrow. In the efficiency of his automobile.

Senator Nersox. Well, if he meets the standards set by statute

Mr. LoorBourrow. The assumption that the foreign builder is more
technically astute than we are is a fiction. Ifwe can make technieal im-
provements in our cars, and we are planning to do this, the bill chonld
he such that it requires the foreign manufacturer to do the same thing.
They should produce their share of the improvements.

Senator NeLsox. I would agree with that.

Mr. Loorrourrow. None of the bills do that.

[The prepared statements of Messrs, Fstes, Seervest. and Loof-
bourrow with attachments follow. Oral testimony continues on p. 203, !

STATEMENT OF GENFRAL MOTORS C'ORPORATION, PRESENTED RY ELLIOTT M. JSTES,
PRESIDENT

Good morning, Mr. Chairman, I am Elliott M. Iistes, president, of General
Motors Corporation. With me today is Dr. Henry L. Duncombe, Jr., vice president
and chief economist of GM. We are pleased to have the opportunity to testify on
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H.R. 6860, and particularly on Title IT, part I, that promises to have a profoundly
adverse effect on the automobile buyers and the national economy.

The American consumer is just now beginning to see more signs of hope of
economy recovery, and consumer confidence, as measured by national surveys, is
beginning to increase. Yet the public remains cautious in two major respects—
home-buying and auto purchases. As a consequence of continued consumer reluc-
tance to make “big-ticket” purchuse decisions, economic and unemployment
recovery is being delayed.

One contributing factor—though certainly not the only one—to the continued
reluctance of the American public to purchase homes and new cars is the con-
fusion about energy availability, energy prices and national energy poliey, which,
in turn, leads to lack of consumer confidence.

For example, there have been contlicting news stories nbout whether or not
people are going to be able to buy gasoline this sumimer. Also, there has been a
wide range of figures quoted for future prices of gasoline. Obviously, people are
not going to buy new cars if they are not sure they will be uable to drive them.
Likewise, their purchase decisions can be influenced by whether gasoline prices
are expected to be 70¢ a gallon—or go to §1 a gallon, or drop to some other price,

Both the home building and automobile industries play important roles in
national economic recovery and both industries are heavily influenced by con-
sumer uncertainty. An additional reasen for comparing them is that ILR. 6560
applies two quite different energy policy philosophics for these two industries,
That is, while consumers use about 229, of the national energy in their resi-
dential structures, ILR. 6860 provides tax incentives for home insulation and
storm windows. It does not impose an arbitrary or punitive limit on the size or
fuel consumption of new homes—nor should it. In contrast, while consumers use
about 13% of national energy for automotive transportation, H.R. 6860 cstab-
lishes fuel economy standards that will, by 1981, result in substantial arbitrary
restrictions on the types of cars that can be made available to the public.

Unfortunately, neither of these provisions in H.R. 6860 is supported by a
thoughtful analysis of the ways in which they will affect the American con-
sumer—nor the way in which they will affect energy consumption !

While we are not opposed to the home insulation tax provisions of H.R. 6860,
we do think that this provision—along with the fuel economy standards—is based
on an erroneous assumption abont the economie wisdom of the American public.
'fhat is, these provisions assume that the car buyer does not respond to the fact of
higher energy costs and will not ndjust to market realities by conserving energy.
If the experience of the past two years teaches us nothing else, it is that the con-
sumer does respond.

The turmoil in the energy situation is bringing about drastic chaoges in the
fraportance that people attach to fuel economy in gutomobiles—changes to which
GM must respond if we are to be suceessful fn businsss. In order to meet the fuel
economy demnnds of the public, GM has embarked on the most ambitious and
costly new-design program in our industry’s peace-tinme history. In all, General
Motors plans to spend billions of dollars to provide the highest practicable fuel
economy in cars of all sizes in the next few years.

The first stages in this new design program are already in evidence. Since the
oil embargo ended some 14 months ago we have introduced six new smaller
models, which, taken together, average better than 21 mpg, sales weighted, on the
ISPA urban/highway test. We also restyled our 1975 conipact models, and we are
offering new smaller V-6 and V-8 engines.

The 1975 model program is only the first stage in our efforts to meet the fuel
economy demands of our customers. In the 1976 model year, we will introduce
America’s smallest, most fuel efficient car. Still to come are programs to reduce
the exterior size of our larger cars while maintaining present levels of roominess
and of comfort.

We are developing new, more eflicient transmissions. We are working to improve
the efficiency, and therefore, the power requirements of air conditioners and
other accessorles. And for the same reason, we are improving the aerodynamic
design of our cars,

One result of our programs to provide consumers with improved fuel efficlency
will be a major change in the weight classes of ears we will be offering in 1876
and later raodel years. Only about 20% of onr current products are in inertia
weight classes of 3,507 pounds and under; by 1950, we expect these classes to ac-
count for more than 709 of our sales.

55-5683—75—pt. 1

12




174

Looking at our full-size cars, about 14 of our total production in 1975 is in
inertia weight classes of 5,000 pounds and up. By 1980 we expect cars of this
weight class to represent a negligible percentage of our sales. We are taking
weight out of virtually every car we build—at least 700 pounds from our full-size
cars.

This drastic shift in the weight class of the cars we are building, along with
changes in engines, drivetrains and axles, improved aerodynamics und other fuel
economy measures will—because of market demands—enable us to keep our
commmitment to the federal government to meet or exceed 53% improvement in the
fuel economy of our cars between 1974 and 1980—from a sales weighted 12.2 miles
per gallon in 1974 to a sales weighted 18.7 mpg in 1980,

An important factor in our improvements in fuel economy is that we are
planning new entries in the 2,230 and 2,500 pound weight classes that we do not
have in 1975. Our goal is to provide cars—of all sizes—that are suited to the new
and changed needs and demands of the American people, in terms of passenger
and luggage carrying capacity, and other attributes to meet family needs. These
cars, however, will be substantially lighter, and therefore more fuel efficient,
than our current models.

It should be understood that achieveing the 18.7 mpg goal in 1980 assumes that
the public will buy the cars we will be offering and that the 1975 emission stand-
ards will be carried over through 1980. A requirement to meet any more stringent
emission standards would result in a loss of fuel economy, and the goal of
achieving a 53% improvement in fuel economy would be much more difficult, if
not out of reach. More stringent standards would make cars more costly to con-
sumers, as well,

The reason for this brief description of GM's product plans is to stress that we
are working as hard as we can to improve the fuel economy of our cars, and we
plan to continue that effort—and to invest the billions of dollars this entails—
because it is the only way in which we can sell enough cars to earn a profit.

As a result of these fuel economy improvements—made in response to consumer
demands brought about by higher gasoline prices—total gasoline consumption for
all cars on the road will decline between now and 1980. That is, the gasoline
consumed by all cars on the road in 1980 will be below the amount used in 1973!
The projected savings in oil—as estimated by the Federal Energy Administra-
tion—is 587,000 barrels per day by 1980, There is no other energy consuming sector
of our economy that is approaching this “negative energy growth.” 1f there were,
our country would be well on its way to solving its energy problems.

Why then, do some people feel it is necessary to establish fuel economy stand-
ards for automobiles—a product that presently uses only 139 of total energy and
is showing declining rates of consumption? Because of several misconceptions
atout the automobile market and automotive technology.

One of these misconceptions is that there is some “magic” new technoloay that
we could use—if only we would—to achieve fuel economy improvements of 50%
or more in a given car. I assure you, this is not the case, and such a misconception
is not supported by engineering studies. The changes I mentioned earlier, such
as lowering performance and improving aerodynamics, can, in sone cases, giva
us improvements in fuel economy. For the most part, however, these technological
changes yield results measured in fractions of miles per gallon.,

Another aspect of the misconception about technological solutions is that
Furopean and Japanese manufacturers rely on superior technology to ach}eve
fuel economy that is generally better than the fuel economy of the American
cars. This is simply not true.

The high mpg figures associated with many of the foreign cars result from
the simple fact that they are smaller and lighter than most American cars. One
needs only to examine the 1975 EPA fuel economy ratings and make a comparison
between GM models and comparable imports to see that our technology is as
good as any in the world. Note that in Charts A, B and C, which make up the
last pages of this statement, in every weight class in which we compete, a
domestic GM car ranks either at the top or near the top for fuel economy. These
charts—which summarize the EPA filel economy results on the combined urban/
highway cyecle for cars with automatic transmissions—illnstrate that fuei econ-
omy gains come mainly from swailer sizes and lighter weight. This is the reason
our product programs are empha®izing weight reduction of our existing com-
pact, intermediate, and full-size cars, and we are planning to bring out new cars
that are much smaller,
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As we have indicated, meeting the fuel economy objectives of the voluntary
program—18,7 miles per gallon by 1980—will require major changes in the
kinds of products we offer, and especially in the size and weight of the cars we
will put on the market. H.R. 6860 calls for 20.5 mpg—almost 2 mpg more than
the-voluntary program of 18.7 mpg on a sales-weighted average basis.

Establishing mandatory fuel economy standards, even as high as 20.3 mypg.
is likely to have substantial adverse effects on auto sales and employment in the
auto industry and throughout the economy, because consumers will not Le able
to buy the kinds of cars they want. Evolution in car design dictated by con-
sumer demand, not legislative fiat, will, overall, give us the desired results
without market disruption.

Our analyses of this legislation has indicated that it could cause a substantial
loss of sales and jobs as early as the 1980 model year. Much more drastic con-
sequences could be expected in post-1980 model years as the standards jump
an average of 1.5 mpg per year to reach 28 mpg in 1985. Equally important, sales
losses of this magnitude would result in retention of older, less fuel cfficient
cars, Gasoline consumption could increase above the levels that would be
achieved without this legislation.

Consumers today are demanding more fuel efficient cars, and we predict that
the frend toward lighter, higher mpg cars will continue in the future. That is
why we are committing billions of dollars to new model programs to build more
fuel eflicient cars. I want to assure members of this Committee that we are
nutting the full efforts of the Corporation behind making our new smaller cars
a success in the marketplace.

"The idea that GM can build the kinds of cars it wants to build, then use its
advertising power to somehow make the American public want to buy those
cars is a myth. This point was amply proven by the experience in car sales in
the 1974 and 1975 model years. On the contrary, we try to put the kinds of cars
on the market that the American people have indicated they want to buy. If
we are required to meet standards that force us to build cars that do not con-
form with what the American people want to buy, they will not be sold and
the entire economy will suffer.

If, as we have indicated, the 20.5 mpg standard in 1980 could result in adverse
cffects on the domestic automobile industry, the standards required for 1981
to 1985 could have consequences that are beyond anything even imagined so
far by Congress. 20.5 mpg, which H.R. 6860 mandates for 1980, represents a
68% improvement over General Motors' 1974 level of fuel economy. 28 mpg
mandated for 1985 represents an improvement in fuel economy of 1309, for
GM. There is no evidence that such stringent fuel economy standards as called
for in this legislation for the 1981-1985 model years can be achicved without

~xerious disruptions of the national economy and intolerable unemployment

consequences, Consumer demand for cars has never changed as rapidly in the
past as this legistation would require it to change in the future to avoeid a
negative impaect on sales,

The standards called for in the bill, insofar as we can determine, were
established on an arbitrary basis without considering energy consequences or
the negative impact on the car buying public. No other segment of consumer
energy consumption has bheen singled out for such a drastic action as the auto-
mobile, which accounts for only 13% of total energy use but is an important
part of the work, family, business and recreational life of America.

The 1985, 28 mpg standard cannot be achieved through technological develop-
ments—it ean be achieved only by restrictions on the size of cars that can be
offered. It is important that Congress have a very clear understanding of what
these product restrictions are likely to mean for the car-buying public. Begin-
ning this fall GM will offer a small, light, relatively low powered vehicle that
is smaller than the smallest subcompact car now being produced in the United
States. We hope that we can certify this car with the Environmental Irotec-
tion Agency to meet current emission standards and with fuel economy in the
area of 28 mpg, at the top of all cars sold in this country.

Note, however, that if we were required to meet a 28 mpg standard-for our
entire production, the vast majority of our cars would have to be the size of the
Vega and our new mini car or smaller. This 28 mpg standard would require the
production of extremely small two or four-passenger vehicles that do not have
adequate interior or trunk space to meet the needs of large numbers of American
families. If the American public cannot purchase vehicles that will be suited to
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their needs, many owners of full-size cars are likely to keep them rather than
trading them in on new, more fuel efficient cars. 'Thus, rather than conserving
fuel, standards in the area of 28 mpg would have the effect of perpetuating the
use of less fuel efficient cars, and this would result in inereased gasoline consump-
tion, contrary to the purpose of the bill,

Comments on H.R. 6860

Mr. Chairman, I would like to turn now to comments directed specifically to
the legislation before this Committee, H.R. 6860. The Senate Commerce Com-
mittee also has reported out a bill, 8. 1883, that would mandate stringent fuel
economy standards, Although the Commerce Committee bill differs in its approach,
._ the effect it would have on the consuiner and the economy is similar, Most of our

comments, therefore, apply to that bill as well.

Section 212 of H.R. 6860 would establish minimum production weighted fuel
economy standards of 18.5 mpg in 1978, 19.5 mpg in 1979 and 20.5 mpg in 1980.
The Secretary of Transportation would be required to establish the standards for
the years 1981 through 1984 at the “maximum feasible” level and 28 miles per
gallon would be required in 19835,

We believe it i8 a serious mistake for Congress to set standards by legislation,
and the problems encountered with the Clean Air Act bear this out. There is
widespread agreement that the automotive standard for NOx in the Act was
established in error, is not nccessary to achieve air quality goals and blocks the
introduction of alternate power plants. Yet Congress has not yet changed that
requirement, despite the urging to do so by the Environmental Protection Agency
nearly two years ago. Several other government, academic and scientific organiza-
tions have made similar recommendations.

Section 212(c) (1) of the bill, as passed by the House, gives the Secretary
authority to determine if an “emission standards penalty” exists for any model
vear compared to the fuel economy that would have resulted if the cars were
required only to meet 1975 emission standards. In the event a penalty is deter-
mined, the fuel economy standards for that model year would be adjusted by the
amount of the penalty.

This Section correctly recognizes that there are likely to be fuel economy
penalties associated with meeting future emission standards that are more
stringent than current standards. This Section fails to recognize, however, that
emissions requirements on auto manufacturers are made more stringent not only
by lowering the numerical standards but also by changes in test procedures and
other regulations promulgated by the Administrative agency. Changes in test
procedure or enforcement regulations, such as the proposed Selective Enforcement
Audit procedure, have the same result as a drastic reduction in the numerical
standards, insofar as the manufacturer is concerned. These more stringent
regulations require the manufacturer to lower his production line emission targets
to be sure of meeting all the requirements. Thus, unless Section 212(c) provides
for adjustment in the fuel economny standards for changes in emission regula-
tions and procedures that adversely affect fuel economy as well as for changes in
the emission standards, it will not be fully effective.

Furthermore, EPA, as the agency responsible for promulgating and enforeing
the emission standards and regulations, would be inclined to minimize any esti-
mates of fuel economy penalties associated with the emission standards and
regulations. If this legislation is passed there is likely to be conflict hetween
EPA and the auto manufacturers over determining the magnitude of the fuel
economy penalty. Since the punitive penalty for a manufacturer of four million
cars would be $20 million for each 1/10 mile per gallon below the standards, an
accurate determination of the emission standards penalty could be of vital
concern,

I have gone into considerable detail in discussing the emission penalty section
because it is extremely important that this Committee understand the relation-
ship between legislation mandating fuel economy standards and legislation being
considered by other committees of Congress that will establish the emission
standards that the automobile companies will be required to meet in future model
yvears. We have urged the Congress not to proceed with fuel economy standards
until such time as Congressional decisions on emission standards have been
made.

Aside from the merit of any argument against or in favor of fuel economy
standards, it seems clear that any proposal to mandate such standards before
future emission requirements are established would be premature,
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There are a number of other specific provisions in the automotive standards
section of H.R, 6860 on which General Motors would like to comment. In the
interest of conserving time, however, I will not cover these in my oral testimony
today. Attached as Appendix A are GM’s detailed comments on Title II, part I.

In conclusion, General Motors currently is working as hard as it can to
improve the fuel economy of its cars, and we plan to continue that effort on
which we are spending billions of dollars. As a result of the fuel economy
improvements that we are making in response to the demand of the car pur-
chasers, total gasoline consumption by all GM cars on the road is going down,
and will continue to go down as our new fuel efficient cars make up a larger share
of the total car population.

A 539, improvement in the fuel economy of our cars in five model years, which
we have committed to achieve under the voluntary program, represents a dra-
matic and unprecedented-contribution to achieving the energy goals of the nation.
Automobiles account for only 13¢, of total energy use, and if similar improve-
ments were made in other energy consuming areas that account for 879, of
energy use, the energy “ecrisis” would soon end.

We recognize, of course, that it is not reasonable to expect as much con-
servation in other energy consuming sectors as will be achieved in the auto-
motive sector. That is why our nation’s energy policy must include measures
to increase production of energy as well as steps to conserve energy. The Motor
Vehicle Manufacturers Association, including General Motors, urges that the
following steps be taken in addition to the voluntary passenger car fuel economy
improvement "program: - T

1. Decontrol energy prices to encourage production and reduce consumption.

2. If free market actions are insufficient, impose a tariff on imported oil for
the limited time needed to effect greater conservation.

3. Impose a tax on gasoline and other motor fuels if price decontrol and import
{arifl are not adequate,

‘4, Legislatively enact a program to monitor the automobile industry’s prog-
ress toward meeting the 1980 fuel economy improvement goal’and require
periodic reports to Congress.

d. Continue the present 49-state vehicle emission standards through the 1981
model year to provide the maximum potential for achieving the goal of the
passenger car fuel economy improvement program, while avoiding unneeded .
additional costs to consumers. i

We believe these measures represent a sound, well-balanced program that
would make a significant contribution to achievement of the nation’s energy
goals. We urge Congress to direct its attention to these areas rather than to
fuel economy standards that could have a drastic negative effect on the well-

being of Americans.
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ANALYSIS OF AND COMMENTS ON MAJOR SECTIONS oF TITLE II, PART I oF H.RR. 6860
APPENDIX TO GENERAL MOTORS STATEMENT—JULY 10, 1975

(These comments are offered to assist the Committee in identifying defects in
the bill. As indicated in our statement to the Senate Finance Committee, Gen-
eral Motors believes passage of legisiation mandating automobile fuel economy
standards is neither necessary nor in the public interest and adoption of these
suggestions would not eliminate GM's opposition to H.R. 6860.)

Section 211 provides that in calculating ‘“average fuel economy,” the total
number of automobiles produced by a manufacturer in a given' model year
(excluding those exported in the model year) shall be defined by a “sum of
{erms, each term of which is a fraction created by dividing (i) the number of
passenger automobiles of a given model type manufactured in such model year
by (ii) the fuel economy measured for such model type rounded to the nearest
mile per gallon as determined by the EPA Administrator.”

Amendment of Section 211 (a) (5) (i) to read as follows would provide for
greater accuracy in fuel economy calculations: (inserting underlined portion):
“(ii) the fuel economy measured for such model type rounded- to the nearest
1/10 mile per gallon as determined by the EPA Administrator.”
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EPA fuel economy measurements are calculated to the nearest 1/10 mpg, and
when a number of different measurements are to be added together, the frac-
tional calculation should be used. This procedure will result in a more accurate

———calenlation than the procedure of rounding each niiinber off to the nearest mile
per galion.

Section 211(b) 1 & 2 requires that the fuel economy for “domestically pro-
duced” cars be calculated separately from imported cars in determining
compliance.

A car is considered to be “domestically produced” if T59% of the cost to
manufacture is attributable to value added in the United States or Canada. If
manufacture is completed in Canada, however, the car must be imported into
the U.S. prior to 30 days after the end of the model year to qualify as “domesti-
cally produced.”

Cars produced in the U.S. but exported are excluded from the fuel economy
calculations.

The separation of domestic and foreign-produced cars would tend to benefit

— foreign-producers, at least temporarily, if the demand for less fuel efficient cars
exceeds the quantity the domestic manufacturers will be permitted to produce
under the standards. Certainly, they are in a relatively better position to import
some larger cars, whereas the domestic manufacturers would not be permitted
to use small-size imports to balance the larger, less fuel efficient domestic cars.

Domestiec manufacturers would have to make the management decision whether
to cut back production of full-size cars toward the end of the model year to adjust
the fuel economy average to meet the standard or to pay the fines. Production
adjustments could result in a shortage of larger cars at the end of the model
vear and a quasi black market in this product segment,

SECTION 2312—MINIMUM FUEL ECONOMY PERFORMANCE STANDARDS

The proposed bill would set into law specific fuel economy standards for
passenger automobiles for model years 1978, 1979, 1980 and 1985 and allow the
Secretary to set standards by rule for 1981-1984. Then, under Section 302(b) (3)
(B), the 1985 level can be raised or lowered to the maximum feasible average
fuel economy by the Secretary if either Iouse of Congress does not object. To
avold the experience of standards set by statute in the Clean Air Act, any
fuel economy legislation should leave the specific standards to administrative
agency rulemaking,

The passenger automobile standards the Secretary sets for 1981-1984 must
be at the maximum feasible level and must provide for steady progress toward
the 1985 statutory standard of 28 mpg.

Beginning on January 1, 1978, and continuing each calendar vear thereafter.
the Secretary shall review the standards and may make amendments to those
he has set by rule if at least 18 months lead time is given to the manufacturers.

Section 212(b) relates to establishment of average fuel cconomy standards for
1981-1984, amendment of 1981-1984 standards and modifieation of the 1985
passenger automobile standard. Section 212(b) (4) requires the Secretary to
consider “technologlcal feasibility, economic practicability, relationship to other
federal standards and the purposes of this bill.” This language also should he
included in Section 212(a)(4) relating to establishment of light duty truck
and multipurpose passenger vehicle standards, —

It is salutory that the Committee chose to require the Secretary to consider
“technological feasibility, economic practicability, relationship to other federal
standards and the purposes of this bill” in setting standards. HHowever. this
requirement may have little practical effect in providing relief to the industry,
for the following reasons:

1. “Technological feasibility” of standards as high as 28 mpg has heen demon-
strated since there are some cars now being sold in the U.S. which achieve fuel
economies in this range.

2. Our experience with the Congress to date indicates it is probahle that
“economic practicability” cannot be convincingly refuted until the damage has
heen done to consumers and the economy by reducing sales and increasing
unemployment.

8. As stated elsewhere in this paper, EPA is committed to minimizing the
fuel economy penalties associated with emission sfARidards. “Relationship to
other stendard<” does not provide any clear language on what is meant and
would not provide much relief.
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4. “Purposes of this Act” (H.R. 6860) are to conserve oil. There is little
relief promised by this provision other than the argument that stringent stand-
ards may cause potential new car buyers to retain their full-size cars that are
more nearly suited to their needs. This probably cannot be convincingly argued
until the sales fail to miterialize.

Section 212(b) (3) (B) states that a modification to the 1985 fuel economy
level by the Secretary can be disapproved by either House of Congress within
60 days of transmittal to Congress or after 15 days of continuous session of
Congress, whichever is the longer period. This is an improvement over the
Dingell bill which just had the 60 day period whether Congress was in session
or not.

The Secretary is given authority in Section 212(e) (1) to determine if an
“emission standard penalty” exists for any model year and to adjust the fuel
economy standard for that model year by “subtracting a number of miles per
gallon . . . equal to the amount of such penalty.” This penalty is the difference
between the average fuel economy of all automobiles sold in the model year,
assuming the 1975 federal emission standards applied in that year, compared
to the average fuel economy the automobiles are likely to achieve under the
emission standards that are actually applicable to automobiles in that later
model year. A manufacturer may file a petition with DOT for a determination
that an “emissions standard penalty” exists and the DOT must decide the issue
within 60 days.

This emissions standards penalty provision does not go far enough. It should
allow consideration of the effect of regulationsg like Selective Enforcement Audit,
changes in test procedures and high altitude requirements to be considered by
DOT, not just the absolute 1975 emission numbers themselves. Moreover, this
section mixes apples and oranges since it uses the defined word “automobiles”
(covering both cars and trucks up to 10,000 GVW), but references just the light
duty (under 6,000 lbs. GVW) emission standards. There should be separate
means of computing the emission standard penalty to accord with the grouping
of vehicles under the Clean Air Act. To accomplish this, 212(c) (2) (B) should
be expanded to include other rules and regulations that affect emissions and
212(c) (4) should be deleted.

Section 212(c) (3) regarding petitions by manufacturers to have the Secretary
determine an emissions standard penalty imposes an unrealistic time period for
filing such a petition. This type of petition can only be filed *. . . within the
18-month period preceding the beginning of the model year to which it relates.”
That restricted period was not part of the Dingell bill. This is obviously more of
the feet-to-the-fire syndrome that will cause useless waste of resources, time
and money within the automobile industry. A more reasonable time period
should be specified, or there should be none at all.

The concept of a “emissions standard penalty” is certainly desirable. Inclu-
sion of such a provision in the bill recognizes that there is a relationship be-
tween more stringent emission standards and reduced fuel economy, However,
it will be very difficult to implement, and as a practical matter, may not provide
any relief at all to the auto manufacturers from the fuel economy consequences
of more stringent emission standards, There are a number of reasons why this
provision would be impracticable to implement:

1. The only way to obtain an accurate measurement of the fuel economy
penalty of emission standards in a given year compared to what the fuel economy
would be if cars in that model year were required only to meet 1975 standards
would be to run two certification fleets, one calibrated to the 1975 standards and
the other fleet meeting those applicable to the year in question. Even this very
costly and impracticable pFocess would be open to criticism since the baseline
cars tested would not be produced, and, therefore, would never be subject to
cend-of-line tests and fleld surveillance. Thus, in the mock certification processes
they could be set closer to the standards and would obtain better fuel economy
than they wonld if they were actually going to be produced.

2. EPA has consistently argued that there is no inherent relationship hetween
tighter emissions and lower fuel economy. In an attempt to justify their regula-
tions, EPA has consistently minimized any fuel economy penalties. It appears
that the emission standard penalty provision will ensure that there will be
additional conflict between EPA and the auto manufacturers. Since the punitive
penalty for a manufacturer of four million cars would be $20 million per 0.1
mpg below the amount of the standards, “emissions standards penalty” will be
of great—if not vital—concern to the automobile manufacturers. -
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3. The concept of an “average penalty” is inherently inequitable to some
manufacturers since the actual penalty will be different for different model cars
and all manufacturers have different model mixes.

Section 212(d) (2) provides that compliance with the fuel economy standard
is achieved for each year by coming within .50 miles per gallon of the standard.
The manufacturer is allowed to carry back or carry forward any amount of
fuel economy performance greater than .50 mpg above the applicable standard.
The amount carried back or carried forward reduces any civil penalty which
the manufacturer may be otherwise subject to for the preceding or subsequent
model year. This is a desirable provision which recognizes, to some extent, that
manufacturers do not “‘control” customer demand. It does not go far encugh in
providing flexibility.

This Section 212 is a classic example of establishing moving targets for the
automobile industry. The difficulty of meeting such moving targets is com-
pounded by the fact that the test procedures to establish manufacturer com-
pliance are not definite and are subject to constant revision by the Adminis-
trator of EPA. While it is clear that this bill would require a fuel economy
test such as conducted by EPA in connection with emissions 'testing and the
driving cycles of 55% urban and 45% highway used for 1975 certification, the
EPA can use instead “procedures which yield comparable results.” It seems
abundantly clear that it is arbitrary and unreasonable to establish minimum
fuel economy standards without a corresponding definite test procedure since
the outcome of meeting such standards is so dependent upon the test procedure
used. (}\ompliance with minimum fuel economy standards is to be determined
by EPA.

As mnoted above, the Secretary of DOT has the authority to establish the
standards. It seems obvious that the automobile industry under this proposed
legislation wcald be caught in an administrative agency cross-fire since one
agency (DOT) has the authority to create unreasonable standards, while another
agency (EPA) is given broad enforcement powers.

The reporting provisions of Section 212(f) are onerous. Under these provi-
sions, the DOT could get almost any information a manufacturer had relating
to its product plans. Moreover, most of this information would be proprietary,
and if it must be furnished, -should clearly be required to be held in confidence
by the DOT and EPA. Hence, Section 213(c¢) (1) should delete the last four
lines and, in that event, Section 213(¢) (2) is unnecessary.

Section 212(f) also requires manufacturers to submit ‘“plans” describing the
steps they intend to take to comply with standards. While this section does nnt
specifically give the government the authority to involve itself in individual com-
pany pricing and marketing plans, it is a step in that direction.

This section should be deleted. Auto companies are required to comply or face
enormous consequences. Nothing can be gained by requiring needless paperwork.

While this proposed legislation gives any person the right to obtain judicial
review of any ‘“rule” promulgated under the Act, the vehicle manufacturer is
not afforded any rights to request an administrative hearing to protest or other-
wise question such rules. This seems to be in eclear violation of the Admin-
istrative Procedures Act and other due process requirements. The vehicle manu-
facturer should be given the right to request a hearing, and the administrative
agency should be required to support its rules with appropriate findings based
upon substantial evidence. Failure to provide these fundamental rights to a
vehicle manufacturer in the Act certainly ignores established legal precedent
in administrative law cases. Such omission could cause technical disagreements,
which could be resolved at the administrative level, to wind up in court cases.

SECTION 213—DUTIES AND POWERS OF THE SECRETARY AND ADMINISTRATOR

The agencies have the broad powers to hold hearings, subpoena witnesses,
require information, reports, documents and materials from manutacturers and
to inspect vehicles. There is authority Tor agencies to obtain a subpoena for
any information covered by Section 213(a) (1) that the manufacturer refuses
to furnish as well as to obtain a court order to facilitate authorized inspec-
tions, Nowhere is there any indication that the vehicle manufacturer has any
right to request a hearing if he Lelleves that he is being prejudiced by unrvea-
sonable administrative agency action.

In addition, giving both EPA and DOT authority to exercise these broad
powers could easily result in administrative chaos that could bog down the



184

regulatory functioné of these administrative agenciés. Also, see the last portion
of the comments regarding Section 212 for deficiencies of the confidentiality por-
tion of Section 213.

SECTION 214—LABELING AND ADVERTISING

This section requires a fuel economy label to be placed on each new automo-
bile beginning 80 days after the Act is passed. This requirement could be effec-
tive long before the 1978 model year fuel economy standards.

The information required on the label is: (a) the fuel economy for that car
“which a prospective purchaser (could) expect; (b) representative average an-
nual fuel costs associated with the operatton of such automobile; (c) the range
of fuel economy performance of automobiles of similar size and weight; (d) a
statement that the fuel economy is less than applicable standard, if that is the
case; and (e) a statement that fuel economy of other automobiles is available
from the dealer, The form and context of the label, within the above constraints,
are set by EPA after consultation with the Federal Trade Ccuimission.

There are many serious problems with the labeling provision. Following are
some specific problems associated with such requirements:

1. Neither the manufacturer nor anyone else can indicate the fuel economy
“which a prospective purchaser can expect.” The ways in which cars are op-
erated vary so drastically as to make it virtually impossible for a manufac-
turer to present a single number representing ‘“what a prospective purchaser
can expect.” Manufacturers can and do label their vehicles with fuel economy
numbers obtained on specified driving cycles. Ideally, these indicated fuel econ-
omies are expressed in two numbers representing the extremes within which most
drivers can expect their experience to fall. The EPA dynamometer tests repre-
senting urban and highway cycles, while not ideal, do serve this purpose.

2. The language, as written, appears to require specific fuel economy data
gordeach car. The development of such information would be an impossible

urden.

3. The language does not recognize the lead time problems at the beginning’
of the model year. It would be impossible to provide the labels at the beginning
of the model year.

4. Average annual fuel cost information would be virtually meaningless. In
addition to the variations in mpg that different drivers will experience, new
cars will be driven varying numbers of miles by different drivers, and fuet costs
vary in different geographical areas and seasons. The EPA omitted fuel cost
information from its voluntary labeling program because the information was
not useful to consumers.

5. Any fuel economy labeling requirement should provide that the informa-
tion shown does not constitute a warranty. The bill as written does not have
that important provision. .

6. The requirement that the label contain information about the “range of
fuel economy performance of automobiles of similar size and weight” is not real-
istic. The range in most cases would be so wide as to be virtually meaningless,

7. It is not realistic to require the manufacturer to state that fuel economy
information on other makes of cars is available from the dealer. Since the
dealer is net under the manufacturer’s control, the manufacturer cannot re-
quire the dealer to make such information available.

This entire section should-be simplified to give EPA authority to require fuel
economy labeling by rule after consultation with the Federal Trade Commission
and the Secretary. The Commnitt~r Report should instruct the EPA that the
Committee intends that the mandatory program be fashioned on the current
voluntary labeling program.

Section 214 (b) requires that the fuel economy labeling information of Section
214(a) is to be included in the price sticker required by the 1938 Act. This is
a direct conflict with the last sentence of 214(a) which says the EPA and FTC
determine the form and content of the fuel economy sticker. The fuel economy
sticker must be separate and distinct from the price sticker Lecause consider-
able room is necessary to present the relevant explanations, qualifications and
warranty disclaimers that are fundamental to a fuel economy label require-
ment, Moreover, the information that goes on the price label is financially ori-
ented and may be developed at different times from other sources and on different
data processing equipment than the technically oriented fuel information. The



185

fuel economy information often is not available until start of production, thus
allowing no lead time to set up and print the required labels.

Like Section 212, this section also lacks a public hearing opportunity for
manufacturers and adequate due process procedures. There has been no effort
to comply with the minimum hearing requirements of the Administrative Pro-
cedures Act.

SECTION 215—PROHIBITIVE CONDUCT

This entire section is so vague that it is quite likely unenforceable. Substan-
tial penalties of up to $10,000 per violation, with each day a separate and con-
tinuing violation, could be assessed for failure to comply with “any provision
of this part (other than Section 212(a)) or any standard, rule, regulation, or
any order issued.” In order to make such violations enforceable, it seems evi-
dent the language must be more specific. Other prohibitive acts in this section
are also unreasonably broad.

SECTION 216—cCIVIL PENALTY

The civil penalties set forth in this provision for violation of fuel economy
standards are so enormous that they may well be considered punitive. The pen-
alty for the automobiles of a manufacturer falling below the applicable average
tuel economy standard during a model year would be $50 times all the auto-
mobiles the manufacturer buiit that model year times each mile per gallon by
which the average fuel economy standard is missed.

This section does not recognize added Section 212(d) which provides that
compliance is achieved if the standard is missed by up to .50 mpg, nor does it
recognize the carry back and carry forwerd features of 212(d) discussed above.
Fractional miles per gallon deviations (in units of one-tenth per mile) are like-
wise punishable at §5 per car per one-tenth a mile. In the event a manufacturer
produced two million vehicles and exceeded the average minimum fuel economy
standard by one mile per gallon, he would be penalized up to $100 million, assuin-
ing no carry over is available. This is clearly punitive for violating a law, particu-
larly since the manutfacturcr does not have complete control over the factors that
determine whether or not the manutacturer can comply. If a penalty is imposed,
it should be only on those cars thiat exceed the standard. Section 218 could result
in penalties being imposed even on some of the most fuel efficient cars.

As indicated above, the marketplace will determine the types and sizes and
fuel economies of vehicles produced during the model year. The rights of the
vehicie manutacturer to fundamental due process would be abused if the penal-
ties were imposed after the fact as proposed in this Lill, Incredibly, the Secretary
does not huve discretion to compromise or modify the civil penalties unless
necessary tn prevent insolvency or hankruptey of a manufacturer, or unless the
“manufacturer shows that noncompliance resulted from an act of God, a strike,
or a fire.” This would enable the governmmuent to nearly confiscate ind istry mem-
her assets.

At the very least, this section should he Lroadened to give the Secretary addi-
tional discretion in compromising civil penalties. There may Le many reasons
why a manufacturer may fail to achieve an average fuel ecconomy objective
through no fault of his own. For example, & curtailinent of natural gas at the
Wiliningten GMAD plant for an extended period (a very real possibility) could
seriously reduce production of ' cars needed to achicve a high production-
weighted average. GM would not only be penalized Ly lost sales, but would be
confronted witih having to choose between shutting down additicnal plants to
adjust the production-weighted average or paying enormous penalties.

Wlhile a maunfacturer may appeal a civil penalty in a particular U.S. Court
of -Appeals, a tfull adjudicatory hearing on the record under the Administrative
Praocedures Act is vital due to the massive civil penalties. The presentations of
data, views and arguments allowed the manfacturer in opposition to the penalty
by Sections 216(a) (1) and 216(b) (2) falls far short of the due process hearing
with full rights to cross-examination, of government personnel and to obtain
documents from the government that are necessary to test whether the penalty
is properly assessed. On review by a court, a full administrative hearing record
is vital. Its absence is a clear violation of basic due process. By contrast, under
the Safety Act. a presentation of views, ete., by the manufacturer to the Admin-
istrator is followed by a right to trial de novo on the issue of defect determination
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and that trial, at which a full adversary record is developed, may then be re-
viewed by the appellate court,

) SECTION 217—RELATIONSHIP TO STATE LAW

States are not preempted from establishing their own fuel economy standards,
labeling requirements or fuel economy advertising laws. However, any such
state law or regulation must be identical to a federal standard. Since this bill
does not contain any operative proviston regarding advertising, the states would
be left free to reguiate fuel economy advertising. It would he better to prohibit
all regulation of fuel economy advertising by states and political subdivisions
thereof, Note that states can have their own differing laws on any of these
subjects until the subject is covered by a standarad issued under this federal law
that has become effective. This provision shculd be amended to provide for pre-
emption on all areas covered by the Act whether standards have been issued or
are effective. Even for a short period, the automobile industry cannot live with
differing state standards requirements. Any individual state fuel economy stand-
ards, etc., woulill necessarily result in an unreasonable burden on commerce. The
automobile industry is a mass production industry which simply cannot accom-
modate diffcrent state standards, notwithstanding the State of California’s sepa-
rate emission standards. Finally, identical state standards and rules serve no
purpose other than to support duplicate bureaucracy and increase the costs of

business to the detriment of everyone.

STATEMENT BY F. G. SECREST. EXECUTIVE VICE PRESIDENT—OPERATIONS STAFFS,
: Forp MoTorR COMPANY

Mr. Chairmman and members of the Senate Finance Committee. I am Fred G.
Secrest, Executive Vice President—Operations Staffs, Ford Motor Company.

The bill before this committee, H.R. 6860, requires that motor vehicle manu-
facturers meet fuel economy standards beginning in model year 1978 at levels
329% higher than 1974 models. It provides severe fines for manufacturers whose -
average vehicle production does not meet these standards. It establishes even
tighter standards for future years, culminating in a 28-mpg average by 1985,

It is Ford Motor Company’s conviction that fuel economy improvement is one
area where there is no need for regulation. With gasoline at 57¢ a gallon in June,
increases last week of 3¢-5¢ a gallon and potentially much higher prices through
decontrol and import fees, consumers don’t need a law to force them to look for
the best fuel economy in a vehicle that meets their transportation needs. Con-
sumers have already responded by buying-a larger proportion of small cars—
compacts and subcompacts are currently running 57% of Ford's sales, compared
with 419 in 1973. Fuel economy now tops the list of buyer concerns.

Nor does the manufacturer need a law to force him to provide what con-
sumers are demanding. A few weeks ago, Ford introduced eight new “MPG”
cars giving the customer a choice of several models that deliver 27 mpg in the
EPA combined metro/highway test, or 3¢ mpg on the highway test alone. During
the past five years, we have spent nearly 22 billion to develop new small cars and
to expand our small-car capacity. By 1980, we expect to spend an additional
32 billion on more efficient car designs and better fuel economy, through engine
and drive-train improvements and product downsizing, We expect Ford’s 1976-
model average fuel economy to be three miles per gallon, or more than 209, better
than in 1975. These changes are expensive, but we are making them because it is
imperative that we respond to the demands of the marketplace.

The cost of mandating and deadlining these changes by Government regulations
is likely to be very high, for several reasons.

First, conversion of facilities and re-design and engineering programs to meet
the timetables indicated in this bill would be enormously expensive and disrup-
tive, In the six months ending March 31, 1975, Ford had before-tax losses of over
$200 million. As a result, we have had to increase our borrowing substantially.
While we anticipate a recovery from the present automotive depression, the
losses will have a significant effeci on our long-run investment capability.
Fresent plans for fuel economy improvement—the $2 billion T mentioned—repre-
sent the maximum we can afford—and some other manufacturers may well prove
unable to do this much. Indeed, Congress may eventually need to look at whether
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the fuel-economy improvements demanded by the market can be financed in full
without some form of Governinent guarantee or incentive.

Even with no limit on the capital available for investment, there would be
a serious risk that a manufacturer might fail to achieve some of the standards
under the rigid timetable prescribed in H.R. G860. The risks include: (1)
variability of test results (fuel economy tests are far from exact, and in this
bill millions of dollars will be riding on .1 mpg); (2) the mix of cars, which
can vary widely in response to consumers’ demand thus changing the average
fuel cconomy of the manufacturer; (3) the ability of the manufacturers to put
together, on the stated date, all of the individual technical improvements that
may be required to achieve the overall target. Failure, even briefly or to a minor
extent, to meect the targets for any of these reasons would mean massive financial
penalties. Although the bill describes these as fines or penalties falling on the
munufacturer, in practice the manufacturer would have to recover some or all
of them in the prices of his products. In addition, the consumer would pay the
extra costs inherent in rush programs aimed at meeting arbitrary deadlines.

Perhaps most importantly, the standards may discourage actions aimed at the
real objective of the legislation—i.e., continuing improvements in fuel efficiency
for the entire car fleet. Running changes—those made during a model year—
might not count at all for the purpose of measuring the average results. The
introduction of high-riskk advanced technology would be slowed because the
penalty for failure would be so much greater than in a free market—under a
mandated standard, manufacturers would have to place their limited financial
aud technical resources almost entirely on “sure” things. I'inally, the long-term
standard of 28 mpg in H.R, 6860 could substantially rule out efforts to improve
the fuel economy of largcr cars, forcing those owners who believe they have a
genuine need for family sedans or station wagons to retain, as long as possible,
their less-efficient older models—because manufacturers couldn’'t afford to develop
improved versions,

Consequently, we believe that mandatory fuel economy legislation is unneces-
sary, that it could prove costly to consumers and that it would impose an
unnecessary and unreasonable burden on the domestic automobile industry.

If Congress nevertheless believes that mandating fuel economy by legislation
is essential, we would hope that any bill would have three important objectives:
(1) to accomplish the goal with the least possible interference in the marketplace
and with minimum disruption to employment; (2) to set standards that are
found, after thorough study, to be technclogically and financially achievable;
and (3) to assure the availability of vehicles adequate to meet the transportation
needs of the people. Further, the automotive fuel conservation goals should be
reasonably commensurate with whatever conservation actions may be mandated
for other energy uses. Accordmgl), if such legisiation is deemed necessary, “e
strongly urge the following moditications to I.R. 6860.

1, Delete the 28 mpg standard in 1985

It seems probable that a 28 mpg average cannot be achieved by 1985 across
the range of vehicles presently demanded and needed by a large segment of the
U.S. market. Only 10 of the 320 passenger cars listed in the 1975 KPA Buyer's
Guide for 49-state vehicles achieve a metro/highway average of 28 mpg or better.
All ten of these are imports and all except the Peugeot diesel are in the 2500
pound vcexg‘bt class or lighter. A manufacturer could hardly make long-term
investments in improved engines or substantial weight reductions for full-sized
vehicles because of the risk that, even with improvements of 509, or more, the
vehicle would not come close to the 1985 standard. The six-passenger family
sedan and the station wagon would probably disappear from the new-car market.
(These cars now make up about half of the vehicle population.)

Such a standard would require a total restructuring of the industry, including
the writeoff of billions of dollars worth of facilities. Major unemployment would
be unavoidable during the long transition period. Further, domestic vehicle prices
would have to reflect the enormous cost of this facility conversion; while most
foreign manufacturers, who are already building 2500-pound cars for their home
markets, would have considerably less task and cost. We believe, therefore, that a
standard at this level would turn over a further large piece of the market to the
imports—with severe effects on U.S. jobs and the balanc2 of payments.

The flexibility given to the Secretary of Transportation to modify the 28 mpg
goal does not resolve this problem. Product and facility plans would have to be

-
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based on the statutory standard until a determination of modification was made
in 1979 or later. Any modifications would probably come only at the last minute,
after hundreds of millions of dollars had been spent, and after opportunitles to
improve larger-car efficiencies by 50% or more had been passed up.

There is no doubt that continued improvement in automotive fuel economy is
necessary and possible after 1980. We believe that this improvement will occur
as a result of market forces, and that by 1980 it will become obvions that a costly
regulating structure is not needed to achieve the goal. If Congress wishes to as-
sume a continuing need for regulation, however, it should authorize the admin-
istering agency to set post-1980 fuel economy standards only after (1) careful
assessment of technotogical and financial feasibility ; (2) a thorough analysis of
consunmer necds; (3) analysis of the impact on safety; and (4) reassessment
of the nation's energy requirements and supplies. Without such assessments,
there is no more basis for mandating a 28 mpg fleet average today for a perind
ten years away than there is today for mandating improvements of 1009, in the
efficiency of aireraft, home furnaces, power plants or c¢rop dryers.

2. Modify the Pcnalties

The level of financial penalties set forth in I1.R. 6860 is exorbitant and coutd
he considered confiscatory. If Ford should achieve an average fuel economy of
10 mpg in 1980, the shortfall of 1.5 mpg or anly S, from the statutory standard
would result in a civil penalty of about $225 million, equivalent to before-tax
profits of $430 million. (As a reference, the Company’s annual dividends at the
present rate total $224 million.) Fines of this magnitude, of course, would de-
prive manufacturers of needed funds to make heavy investments in conversions
and fuel economy technology—-thwarting their ability to make the necéssary
changes. In fact, such huge contingent liahilities would, in onr judgment. seriously
jeopardize the Company’s ability to raise the capital funds needed to attain major
fuel economy improvements. Payment of the penalties could of course jeopardize
dividends and interest payments on outstanding debt. In view of our concern
about the effect of these provisions on how investors and lenders would evaluate
the industry’s securities, we suggest that the Committee seek testimony from
Government and private experts on this pnint.

There are a number of ways in which the penaltics could be moderated. such
as (1) use production-weighted average but apply the penalty only to vehicles
not meeting the standard; (2) rednce the dollar amounnt of the penalty; (3) pro-
vide that the maximum penalty not exceed some stated percentage (perhaps 10~
25% ) of a manufacturer’s profits; and (4) make the penalty tax-deduetible. Such
changes could still result in potential penalties that would assiure maximum
effort to avoid them, without the shattering consequences of shortfall under the
ILR. 6860 schedule. We strongly urge that the Committee consider such
modifleations,

3. Dclete any requirement for truck fucl cconomy standards

Because the lowest possible operating cost is a prime objective for truck op-
eritors, fuel economy is already an especially important purchasing criterion for
trucks. Further, as trucks are designed primarily to haul goods, a reduction in
truck size which might be required to meet fuel economy standards would not
necessarily result in an overall reduction in fuel consuinption, if more trips would
be needed to carry the same amount of goods.

Further, as yet there is no accepted method for measuring truck fuel economy.
There are no PA data indicating the average fuel economy of the nation's new
truck fleet, because trucks rated more than 6000 gvw have only engine (not ve-
hicle) dynomometer testing. Such testing cannot be extrapolated into meaningful
fuel ecconomy figures. The wide variety of truck usage patterns, loading conditions
and vehicle configuration have dictated this engine-only testing.

Additionally, trucks presently have unique emission standards, and the entire
approach would have to be adjusted to this fact.

4. Permit inclusion of cars presently imported by the manufaciurer in overall
fuel economy average - -

As initially proposed by Representative Sharp, each manufacturer would have
determined an “import base” equal to his imports in 1973 or 1974 as a percentage
of the total vehicles sold by him in those years. This “import hase” would be in-
cluded - determining the manufacturer's average fuel economy in future years.
The ITouse, however, accepted a substitule provision requiring that all imports
{exeept from Canada) be excluded in determining a manufacturer's basic fleet-
average fuel economy.
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The provision as originally proposed would clearly prohibit a manufacturer
from initiating so-called “runaway-plant” actions in order to achieve the fuel
.cconomy standard. For measurement against the standard, he would be allowed
to count no niore than his percentage of imports in 1973 or 1974. This seems to
be a reasonable safeguard. To exclude from the standards base the cars presently
imported by a manufacturer is an undue burden. Present fuel economy averages -
include imports of the domestic manufacturers, and to rule them out would make
Ford's task up to .3 mpg greater than originally assumed.

We are gratified that the House, in H.R. 6860, has recognized that there must
be adjustments for the fact that, for any given vehicle and power-train, emission
control technology that may be available in the foreseeable future will almost
certainly exact fuel economy penalties if the standards are tightened beyond 1975
Ievels.

Finally, we want to emphasize that the single most helpful thing that Congress
could do to improve automotive fuel economy, and also to help the antomotive
industry recover from the current recession, would be to defer any further
tightening of emission standards and retain the present already-stringent stand-
ards for five additional years. The President has recently recommended such a
deferral, based on an analysis by the Energy Resources Council that indicates
substantial fuel economy degradation in moving to the 1978 statutory levels.
I must stress that an absolute prerequisite for the degree of fuel economy im-
provement envisaged by this bill between now and 1980 is a freeze in emission
standards at or near today's levels. o ; Co

We request permission to submit for the record a number of specific suggestions
for changes in H.R. 6860 that would, in our judgment (1) remedy the serious
probtems I have discussed today and (2) clarify and improve the bill with respect
to a number of technical details.

¥orp MoTOR COMPANY SUGGESTED AMENDMENTS To H.R. 6360

Sec. 211(a) (1)
No change.

Sec. 211(a)

(2) The definition of ‘“‘automobile” has been modified to include only passenger
vehicles under 6.000 1bs. gvw. This change excludes all trucks, busses and some
multipurpose vehicles from the requirements of the Act.

(3)—(4) The definitions of “passenger automobile” and “light duty truck and
multipurpose passenger vehicle” are no longer required and have been deleted.

(5) The definition of ‘“average fuel economy” has been renumbered (3),
deletions reflecting the exclusion of trucks and mpvs have been made where
appropriate, and a provision for greater accuracy in fuel economy calculations
has been added,

RATIONALE

Rationale for deleting truck fuel economy standards

Because lowest possible operating cost is prime objective for truck operators,
fuel economy is alrecady an important purchasing criterion for trucks.

Since trucks are designed primarily to haul goods, a reduction in truck size
which might be required to meet fuel economy standards would not necessarily
result in overall reduction in fuel consumption, if more trips would be needed to
© earry same amount of goods.

As yet there is no accepted method for measuring truck fuel economy. There
are no EPA data indicating average fuel economy of nation’s new truck fleet
because trucks rated more than 8,000 gvw are subject to only engine (not
vehicle) dynamometer testing, which cannot be extrapolated into meaningful
fuel economy figures.

Trucks presently have unique emission standards, and the entire approach
would have to he adjusted to this fact, ‘

Rationale for change in fuel economy calculations: EPA fuel economy meas-
urements are presently calculated to the nearest 1/10th mpg and when & number
of different measurements are to be added together, the fractional calculation
- results in a more accurate calculation which could be extremely important when
penalties are computed for each 1/10th mpg.

(8)-(12) These subsections have been redesiguated to reflect earlier deletions.

(13) Renumbered to reflect earlier deletions. , .

55-583—75—pt. 1——13
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Sec. 211 (b)

(1) Modified to reflect exclusion of trucks and mpvs.

(2) (new subsection) This is a mew subse¢Hon incorporating the original
provisions of the ‘Sharp amendment. It would aliow muanufacturets to include a
propotrtion of imported passenger cars equivalent to the presently imported
passenger cars, for putpoges of determining ovetfall fuel economy average.

RATIONALE

This provision would limit the inclusion of Imported vehicles in the manu-
facturet’s fuel etonomy average to the percetitage of vehicles currently imported.

‘Certainly this amendment is sufficient assurance that a manufhcturer will not
be able to import a larger percentage of vehicles in any given year to meet a fuel
economy standatrd,

EPA fuel economy avetageés presently include ithports; to exclude them would
make Ford’s task up to .8 mpg tougher,

{2) Renumbered to reflect the addition of new subisection (2).

Sec, 212(a)
(1) This subsection has been amended as foltows :

(a) A specific reference to the emission standards penalty provision of
§ 212(c) has been added to avold any question regarding its applicability
to all years and all fuel economy standards establishéd under the Act,

(b) Modified to reflect the exclasion of triucks and mpvs.

(c¢) All specific standards after the 1980 model year are to be established®
by the Secretary under § 212(b) of the Act.

RATIONALE

Rationale for administratively setting post-1980 standards

A 28 mpg standard in 1985 cannot be achieved by 1985 across the range of
vehicles presently demanded and needed by a large segment of the U.S. public.
If the American public cannot purchase vehicles suited to their needs, many
owners of full-sized vehicles are likely to keep them rather than trading them
in on hew mote fuel efficient cars (and cleaner ones), This wotld have an adverse
effect on auto sales, create enormous economic disruption anhd be contrary to the
purpose of the bill. Such a standard would require total restructuring of the
industty and major unemployment would be nunavoidable during the long transi-
tion period. Doimestic vehicles prices would have to reflect the enormous cost of
conversion while foreign manufacturers, who are already bulldihg 2500 pound
cars for their home markets could have little or no task or cost—this could turn
over a further large piece of market to imports with severe effects on U.S, jobs
and balance of payments, :

The nation would be better served by Congress authorizing DOT to admin-
istratively set post-1980 standards only after (1) careful assessment of tech-
nological and financial feasibility; (2) a thorough analysis of consumer needs;
(8) ‘analysis of impact on safety; and (4) reassessinent of the nation’s energy
requirements and supplies,

(2) No change. ‘

(3) Line 21—Modified to refiect elimination of the specific 1985 requirement..

(4) Deleted to reflect exclusion of trucks from the requirements of this Act.

Sec. 212(b)

(1) Amended to refiect the expanded authority of thé Secretary to establish
post-1980 standards and to more directly instruct the Sectetary to establish
standards based upon a real, demonstrable national need.

(2) No change.

(3) (A) Amended to direct the Secretary to consider national energy needs in
amending any standards established pursuant to the Act,

BATIONALE

Rationale for adding consideration of national encrgy needs to standards criterion

The automotive fuel economy goals must be considered and estabHshed in a
manner consistent with the nation’s energy conservation program. ¥Fotrd bélieves:
the goals set forth in H.R. 6860 séem to have beén established without con-
sidering the total context of the energy problem. Certainly, no other segment
of consumer consumption has been singled out for such drastic action. Consistency
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with other energy use policies and goals must be part of the criterion for estab-
lishing long-range standards, ‘

(3) (B) The authority of the Secretary to modify the 1985 standard would not
be required in light of earlier changes and has, therefore, been deleted.

(3) (C) Deleted for the reasons noted in connection with the deletion of § 212
(b) (3) (B) on page 28. .

(4) Amended to reflect earlier changes-and to specifically direct the Secrefary
to consider national energy conservation needs when establishing fuel ecoriomy
performance standards.

Sec. 212(c)

(1) No change in view of the recognition that in the short term, tighter emis-
sion standards will probably exact fuel economy penalties,
(2) (A) and (B)

(a) Amended in view of the exclusion of trucks and mpvs.

(b) Moditled to reflect the fact that changes in certification and other
test procedures beyond those applicable to 1975 vehicles such as require-
ments-for high altitude testing and testing of vehicles onr 4ssembly lines
may also create an emission standards penalty,

(2) (¢) No change.
RATIONALE

Rationale for cxpanding emissions standards penalty to includce test procedures

Ford has estimated, for example, that even if emission standards remain at
the 1975 levels, application of EPA's ptoposed Selective Enforcement Auditing
Procedure (SEA) [39 Fed Reg 45360 et. seq.], would significantly tighten the
emission control requirements and create fuel economy penalties up to 89,. (See
Section ITI, page 4 of Ford's Response to EPA’s Proposed SEA procedures April
17, 1975.)

(3) No change.

(4) Amended to reflect the addition of test procedures in §212(¢) ¢2) (A)
and (B).

Sec. 212(d) -

(1) Amended to reflect the exclusion of trucks and mpvs, Specific reference
should be made to section 206(a) of the Clean Air Act which contains the au-
thority for prototype certification testing conducted by EPA.

{2) No change.

RATIONALE

Section 208 refers to other EPA emission testing but in order to be feasible
and practicable, the development of fuel economy figures for labeling anad other
purposes must be associated with emission testing prior to the time that vehicles
are produced and offered for sale to the public.

Sec. 212(e)

(1) Amended to include administrative determinations in judicial review
process.
RAPIONALE

Modified to make it clear that important ndministrative determinations such
as those involved in establishing an emission standards penalty are appealable
along with other rulemaking actions to the appropriate United States Court of
Appeals. Such determinations would, of course, be appealable to a United States
District Court, under the general provisions of the Administrative Procedures
Act. Hlowever, there appears to be no reason to create such a diversity of review
procedures. In the interest of judicial eflciency it would seem desirable to have
appeals from all questions under the Act treated in the same fashion,

{2) No change.

(8) No change.

(4) No change.

Nec. 212(2) :
(1y and (%) The monitoring provisions appear to be superfinous in light of

the penalties for faflure to meet standards stated in objective, petforience
terms, and, therefore, Section 212(f) has been deleted, ‘
.
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RATIONALE

Rationale for dclcting monitoring

We believe this section is a carryover from a previous draft of the bill which
set up a fuel economy monitoring procedure with no penalties.

Since the bill provides after-the-fact assessment of average fuel economy over
.a model year subject to substantial penalties in the evert of noncompliance,
monitoring during a model year would be unnecessary.

The bill would require a lengthy process of reporting with possible attendent
disclosure of confidential future plans.

Sec. 213(a)
(1) No change.
(2) No change,
(3) No change.

Sec. 213(b)
(1) No change.
(2) No change,
Sec. 213(c)
(1) No change.
(2) No change.
‘Sec. 214 (a)

(1) Amended to reflect the fact that EPA fuel economy numbers will not neces-
sarily reflect what can be expected from each individual vehicle but rather the
performance of test vehicles selected to represent a range of vehicles including
the one that carries a particular label.

Amended to limit the information on the label to a presentation of the fuel
economy performance attributable to the vehicle carrying the label.

(2) No change.

Sec. 214(b)

No change

RATIONALE

Rationale for change in labelling provision

An overly-detailed and complex label will be confusing to the consumer and
therefore less effective,

Average anntal fuel costs are almost meaningless given the variability in
.miles driven, price of gasoline and driver habits (city or highway driving, ete.).
Sec. 215

(1) No change.

(2) Amended to delete the double jeopardy aspect of penalties under this Act
and the Automobile Information Disclosure Act for labelling failures.

(3) No change.

(4) No change.

(5) Deleted. See comments under (2) above,

Sec. 216(a)
(1) No change.
RATIONALE

Rationale for deleting doubdle jeopardy aspects of labclling penalties

Currently, H.R. 6860 amends the Automobile Tuformation Disclosure Act to
.require fuel economy labelling information on the retail price sticker and to sub-
ject fuel economy labelling failures by manufacturers and declers to penalties
under the Disclosure Act. In addition, however, present sections 215 and 216 of
H.R. 6860 would also subject such failures to civil penalties of up to $10,000
-per occurrence. Thus, a manufacturer or dealer could be subject to being fined
twice for the same action. This is unfair and Ford believes that H.R. 6860 should,
therefore. be modified to delete the double jeopardy aspect of penalties under this
-Act and-the Automobile Information Disclosure Act for labelling fatlures.

(2) No change. ‘ -
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Seec, 216(b)

(1) (A) Amended as follows:

(a) The civil penalty has been modified to provide for a penalty equal
to $5.00 for each % mpg shortfall. Other means of minimizing the import
of the massive potential penalties applicable to average fuel economy short-
falls, might include:

(i) A new section 216(b) (1) (C) providing fer tax deductability of
the fines; or

(i1) A new section 216(b) (1) (C) placing a ‘“cap’” on the total fine
that could be levied against a single manufacturer.

{b)A reference to the “deemed to meet"” provisions of § 212(d) (2) has
been added to clarify that the fine is to be applied only to the extent of the
shortfall from the adjusted level.

RATIONALE
Rationale for limiting penalty

The penalties in the bill are exorbitant. A manufacturer of four million cars
would pay $200 million for missing the standard by only one mpg—a shortfall
that could easily occur by an unforeseen change in consumer preference or a
less than acdequate adjustment for tightened emission levels.

Penalties of this magnitude, if incurred, would deprive manufacturers of
needed funds to make heavy investinent in plant conversions and fuel economy
technology—thwarting their ability to make the neccessary changes. Further,
just the contingent liability of that magnitude of penalty would jeopardize a
company’s ability to raise capital funds needed for conversions and technology.

(1) (B) No change.

(2) No change.

{3) Amended to authorize the Secretary to take action with respect to a civil
penalty that would otherwise be due where the manufacturer can show that
his failure to meet the requirements resulted in unanticipated consumer demand
which existed despite his efforts to influence the marketplace.

RATIONALE

S. 1883, as approved by the Senate Commerce Committee contains a provision
similar to this amendment proposed by Ford. Under H.R. 6860, a sudden mix
shift in the middle of the model year or in the event consumers simply do not
purchase the percentage of small cars planned for production, a manufacturer
would be faced with either producing vehicles he could not sell or the potential
of massive penalties.

Sec. 216(b) (3) (C)
See preceding comments,

See. 217

Amended to provide preempt all state fuel economy standards and enforce-
ment procedures.
BATIONALE
Rationale for preemption change

Energy is a national problem and there is no need for identical state stand-
ards. On the contrary, adoption of identical standards by a state would create
costs and administrative burdens associated with attempting to calculate fuel
economy averages by state. If purchases within a state constituted a different
sales mix than the national mix, a manufacturer could concelvably faceflnes,
even though the national average met the standard.

STATEMENT BY ALAN G. LooFBOURROW, VICE PRESIDENT—ENGINEERING
CHRYSLER CORPORATION

I am Alan Loofbourrow, Vice President of Engineering for Chrysler Corpora-
tion. I appreciate the opportunity to elaborate on my remarks before the Finance
Committee regarding proposed automotive fuel economy legislation.

As you may know, we testified before the Senate Commerce Committee last
December on the bill to mandate a 50 percent improvement in fuel economy by
1980. At that time, I discussed Chrysler's long standing commitment to better fuel
economy, described the engineering considerations involved in improving gasoline
mileage, and outlined drawbacks to legislative solutions to the problem. I would
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like to submit for the record a copy of that statement. I think it will be ‘belpful’
as you consider whether fuel economy standards are necessary and in the pest
interest of the country.

Since Decamber, there lias heen ope significapt development affecting auto-
motive fuel economy that J wowd Jike to discuss. Just last Mareh, the Admin-
istrator of the Environmental Protection Agency grantod us gn extension to
bresept standards for hydrecarbons amnd carhon wonoxide, and mrged Congress
to continue these standards through 1979. Since that time the P’resident has
recommended freezing hydrecarhon, carbon monoxide, aud oxides of nitro-
gen standards at today's levels—1.6 grams-per-mile hydrocarbeg, 15 grams-per-
mile carbon monoxide, and 3.1 grawms-per-yile oxides of nitrogen. If Congress will
act on this recommendation, freeze the hydrocarbon and carhon monoxide stand-
ards at their present levels, and also hold fast to the present oxides of nitrogen
standard of 3.1 grams-per-niile, we can signifieantly improve gasoline mileage over
the next few yeurs while continuing oyr pragress toward cleaner air.

I’ailure to carry over all these standards—especially the oxides of pitrogen
standard—will seriously hanjcap our efforts to improve fuel economy. No law, no
tax or incentive program, and no crash research and developmeut project can
change that basic engineeriug fact of life.

Let me explain that briefly. The air is composed primarily of two basic gaseous
elements : oxygen and nitrogen, which at about 3600° F., combine to make nitro-
gent oxides. Because an engine is more eficient and gets better gasoline mileage
whean it is run at higher combustion temperatures, we seek out ways to raise
that temperatare. Ilowever, to control oxiides of nitrogen, we lower tempera-
tures—and that means lower gasoline mileage. Like it or not, we can’t repeal the
laws of thermodynandes, That is why the oxides of nitrogen standard of 3.1 gras
per mile is so0 essential to improved fuel economy.

At Chrysler we are developing ways to meet today's stringent standard while
ifmproving fuel economy by precise electronic control of the engine's operation.
As & result of our engineering achievements, we have told the Administration
that with a 3.1 NOx standard, we believe we can reach the goal of a 49 percent
improvement in fuel economy on a sales-weighted basis by 1880, In making that
commitment we assuined that we could successfully develop sophisticated elec-
tronic controls for spark timing, fuel distribution. and other engine operations.

As you know, Chrysler pionecred the first major application of electronie
technology when it made the electronic ignition system standard on all engines
in the 1973 model year. We helieve the next major development will come jn the
1976 model year. We hope to introduce on several models an electronic spark
timing control wbich wil} make possible a new non-catalyst emission control
system.

“The electronic control adjusts spark timing very precisely for a number of
variables including engine temperature, throttle position, and engine speed. The
precision of this control permits us to modify our cngines to burn a wixture of
18 to 20 pounds of air to one of fuel, rathier than the present ratio of 16 to 1.

At ratios of about 15:1 and above the nitrogen oxidex drop off signiticantly.
While there is some fuel economy loss when an engine is run on a mixture this
lean, it is not as great as the loss from other methods used to control oxides of
nitrogen. If the development of this glectronic spark timing control and several
other engine modifications are successful, we believe we ean meet present emis-
sian standards withogt mest of the emission control devi(_-os on cars togday, includ-
ing the eatalytic coverter and the air pump. By using this system we ,nrﬁ
copfident we can get better fupl cconomy and driveability than on teday's 1975
aptomodiles. . . .

Because the engine rins on a lean nu.\'u}m of fue] to air we have been refpr_mgg
to thix approach as a lean burn system. Since fhe lean hurn_ sys'tem \‘;muld elimi-
nate the catalytic converter, we could use leaded gas \\:xth its lnp:hox_' octane
ratings, design our engines for higher compression ratios, and regain some
additional economy.

It is especially essential that Congress act to carry over the‘ox!des of nitrogen
standard. The recommendation by he administrator of the I'nvironmental Pro-
tection Agency to allow the oxides of nitrnggn smndar_d fo drop to 2.0 grams per
mile in 1977 seriously jeopardizes our conmmitment to improved fuel economy.

As vou know. the administrator's decision implicitly rqqnires us to develop
nnn-n:{talyst emission contrnl technology as quickly as possible. If the standards
remain at 1.5 grams per mile hydrocarbons, 15 grams per mile carbon monoxide,
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and 3.1 graws per mile oxides of nitrogen, we believe we can remove catalysts
from most——if not all—of our eagines. by the 1977 model year. And we can im-
prove fuel economy by introducing lower axle ratios, lock-up torque comverters,
and smaller epgines in more models,

However, these fuel-saving changes xeduce the car's: performance. ¥ the oxides
of nitrogen standand is 2.0: grams per mile in 1977, we may not be able to make
these chitnges at all because lowering the NOX standard will result in a signifi-
cant loss in driveability that could jeupardize the driver’s. safety. ven if we can
implement these changes, they would e less efective than we originally planned
because of the stringent NOx requirement.

Any reduction of oxides of nitrogen eipissionsg results in a fuel economy pen-
alty—regardless of the control system, We estimate that with, our preseng control
systems, the administrator's recommendation of 1.5 grams hydzocgrbons, 1H
grams carbon monoxide, and 2.0 grams oxides of nitrogen wonld produce a fuel
economy peualty of about seven percent from today's levels, Given time, we might
bhe able to reduce. that penalty-—but we can never overcome it entirely. through
engineering changes along. Accordingly, we urge Congress to hold to.the 3.1 grams
level for NOx through 1979 at least so that we can achieve our fuel economy
objectives by the eud of thix decade.

That standard is stringent enough to protect public health. Studies by the Na-
tional Acadeniy of Sciences and others show that even at that level, the rapid
trend to c¢lean air will continue.

"The industry is already working without benefit of any legislation to im-
prove fuel economy. As a result of technical improvements and the shift in mix
to small cars, we estimate that 1975 Chrysler models average 13 percent better
fuel economy than 1974 models.

Not only are fuel economy stapdards unnecessary, they may be unworkable
as well. They ignore all the other considerations that an engineer has to take
into account when designing a vehicle—including safety, emissions, performance,
and cost to. the consunier. The fact is the engineer will be completely ham-
strung if absolutely contradictory standayds are written into law. Yet this
could easily happei it Congress sels a fuel economy standard and at the same
ti&m- allows the statutory standards for oxides of nitrogen cmissions to come into
effect.

This industry does not need any artificial incentive to improve fuel economy.
We already have the strongest incentive a free economy produces—thge demand
of our customers.

We've answered the demand for energy-cfficient cars over the years. Even
when gasoline was selling at half of today's prices, Chrysler based successful
advertising arnd marketing campaigns on the fact that its cars delivered more
miles per gallon than the competition’s, Today, with gasoline mileage more in-
portant than ever, the demand is greater than ever. And we've responded to
that demand. We are improving the efiiciency of our vehicles. We have increased
our production capacity of small cars and smaller engines,

If we could get 20 to 30 percent better fuel economy than our competitors,

we would do so—and we would proecluim it as loudly and aggressively as we
could., That’s the way our free enterprise systemn works—and there’s no need
to tamper with it.
- 1 think we all know from experience in both government and industry that
vou can't legislate a technical breakthrough or solve a problem by simply throw-
ing money at it. T'echnological progress usually requires careful and painstaking
work. There are rarely dramatie solutions to our problems., To help reach the
President's 40 percent goal, we are taking a number of actions in addition to
developing electronic controls to fine tune our engines. These modificationx in-
clutle reducing vehicle welght, improving aerodynamics, lowering axle ratios,
improving transmissions, reducing brake drag, lowering idle speeds, and re-
dueing rolling resistance. None of these sound very exciting by themselves.
But taken together, they can produce significant improvemnents in gasoline mile-
age. We are also planning pew lines of smualler, lighter, more fuel-eflicient cars
over the next few years, The first of these new cars will be available late this
vear. and will sell alongside our present line of compactx,

The National Science Foundation has said nothing could provide a greater
incentive to better fuel economy than a freeze on today’s emissions standar-s
A stable outlook for emissions standards, an organized approach to determining
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new standards, and a realistic timetable for implementing those standards would

provide the greatest possible incentive for development of more fuel-eflicient
motor vehicles.

I hope that this committee will resist the temptation to find some easy legis-
lative solution to our energy problem. There is none. Rather, I urge you to
take the lead in doing the one thing will move us dramatically closer to
our fuel economy and energy conservation goals: freeze emissions standards
for hydrocarbons, .carbon monoxide, and oxides of nitrogen at today’s stringent
levels. This will assure better gasoline milecage—and clean air as well,

. STATEMENT BY ALAN G. LOOFBOURROW, VICE PRESIDENT—ENGINEFRING, CHRYSLER

CORPORATION, BEFORE THE SENATE COMMERCE COMMITTEE, WASHINGTON, D.C.,
DeceMBER 10, 1974

I am Alan Loofbourrow, Vice President of Engineering for Chrysler Corpora-
tion. With me today are Harold L. Welch, Chief Engineer—Engineering Pro-
gram Planning, and Victor C. Tomlinson, Senior Attorney—I.egal Staff. I ap-
preciate this opportunity to give you my views on the Energy Conservation Aet
of 1974 which would mandate a 50 percent improvement in fuel economy by 1950,

In light of the country’'s energy problems, I can understand why the govern-
ment would ask automotive engineers : what can you do to imnprove the fuel econ-
omy of your vehicles? Chrysler engineers have been answering that aquestion
for years. We have always believed that fuel economy is a marketable item—
and so we provided superior fuck economy long before it became a matter of
government concern,

Even when gasoline was selling at half of today's prices, Chrysler based
stceessful advertising and promotion campaigns on the fact that our cars de-
livered more miles per gallon than the competition’'s. And they do. As a result
of our continuing efforts, we have consistently led the Mobil and Pure Oil fuel
economy trials, not only with our small cars, but with our mid-size and full-
size cars as well. Today, with gasoline mileage more important than ever, EPA
tests show that 1975 Chrysler-built models offer better average fuel economy
than those of either of our major competitors.

I'd like to describe how we have improved engine efficiency over the years,
s0 that you can appreciate our technical problems in making improvements in
fuel economy.

{(Graph: Fuel Consuinption 1026-1968)
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This graph will give you some idea of our progress in improving the internal
combustion engine. It shows the amount of fuel a six-cylinder engine with its
throttle wide open requires at different engine speeds to produce one horsepower
for one hour. The lower the curve, the less fuel the engine needs. If you com-
pare the 224 cubic inch engine of 10268 at the top of the chart, with the 225
cubic inch engine of 1968 at the bottom, you can see that our engineers have
improved engine efficiency by about 40 percent in 40 years. In addition the maxi-
muin power of {he engine more than doubled.

I want to emphasize that this 40 percent was all technical improvement within
the engine—it does not take into account the trend to smaller cars or improve-
ments to the vehicle itself.

Improvements to the vehicle include reducing its size and weight, improving
its aerodynamics, reducing its rolling resistance, and modifying its drive train.

For example, because of the increase in engine power our engineers were able
to reduce axle ratios over the years from 4.61:1 in the 1920s to 2.78:1 in the
1960s. So fewer revolutions of the engine are required to drive the car each
mile down the road.

To help use fuel more efficiently, we improved our carburetors and redesigned
the combustion chamber. We developed the vacuum spark advance to vary igni-
tion timing according to throttle position and other factors. We halped the en-
gine breathe in air more efficiently by modifying the intake manifold, cylinder
head, valve timing and size. and exhaust system. We went from an L-head valve
arrangement to overhead valves.

And while we were redesigning the engine for Letter efficiency, the petroleum
industry was raising octane ratings for regular gasoline from about 53 in the
1920= to as much as 93 in the 1960, Because of this improvement in the fuel, and
our better control of the combustion process, we were able to increase the com-
pression ratio of our G-cylinder engine from 4.5:1 in 1926 to .4:1 in 1968. That
gained for us both hetter economy and better performance,

As a result of changes of this kind in all of our engines the 1968 engines were,
generally the most eflicient antomobile engines the industry ever offered. These
engines were about as eflicient as a comparable size diesel engine under some test
conditions, and more efficient than the Wankel or any other alternate engine we
might be able to consider for production. This is history and it is factual.

(Graph: Urbuan Fuel Economy 19658-1975)
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Unfortunately, the trend to better fuel economy was reversed in 1968, As this
chart shows, the average fuel economy for Chrysler Corporation vehicles in elty
driving drapped by nearly 19 percent hetween 1968 and 1975.

I’art of that loss—about 4 percent—results from weight added to our cars,
Much of the weight is requirad by federal safety and emissions mandates, For
example, detween 1968 and 1975 we had to add 275 pounds to a full size standarad
four-door sedan as a result of federal requirements, All our other product im-
provements added less than 200 pounds to the vehicle weight. There wete com-
parable weight increases for compact and mid-size cars.

The emissions control systems effectively mandated by the Clean Air Aet caused
a 15 percent penalty because the engine modifications available that fulfill its re-
quirements aiso reduce gasoline mileage.

Engineering involves a series of compromises. Wh