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SUBJECT:

%
Bill declares legislative findings relating to energy resources, It establishe% the State
Energy Resources Conservation and Development Commission in the Resources Agency. The Commis~
sion, which is to be a salaried commission, consists of five members from specified backgrounds:
appointed for five-year terms by the Governer with the approval of the Assembly and the Senate.
In addition, the Secretary of the Resources Agency and the Chairman of the Public Utilities
Commigsion are ex officio. non-voting members of the Commission,

- The bill provides for forecasting and assessment of energy demands and supplies, and for

. conservation of energy resources by designated methods. Provides for a program of power plant
| siting and certification of power facilities by the Commission. Certain facilities presently
in the planning stage are exempted. Requires the Commission to carry on a program of research
and development of energy resources, and provides for limiting the use of electrical and other
forms of energy under designated emergency conditions. The bill further requires that environ-
mental impact reports include a statement of measure to reduce wasteful, inefficient, and
unnecessary consuption of energy. The bill also provides a comprehensive program for energy
shortage contingency planning concerned with all types of energy and fuel resources,

The ‘program outlined under the bill is to be funded through the State Energy Resources Conser-
vation and Development Special Account in the General Fund which is created in the bill,
Principal revenue in the account is derived from a surcharge of one-tenth of a mill per kilowat!
hour to the cost of electric power sold to consumers in the state. I1f necessary to support the
program after January 1, 1976, this amount may be increased to two-tenths of a mill. Adjustment
of the rate to be charged will be based on an action by the State Board of Egualization, - The
surcharge rate 1s to be sufficient to provide the revenue necessary to fund expenditures from
the account appropriated by the Legisliature in the Budget Act for the 1575-70 fiscal year and
each fiscal year thereafter, The surcharge ig to be collected by the utility and quarterly
payment will be made to the State Board of Equalization starting April 1, 1975.

HISTORY, SPONSORSHIP, AND RELATED BILLS
None
ANALYSIS

A. Specific Findings
This bill creates the State Energy Resources Conservation and Development Commission teo be
SUMMARY OF REASONS FOR SLGNATURE/Wse&

This bill will initiate a comprehensive program to enable the State to develop a
long-range energy policy. The bill proposes development of information and research
on all facets of the power problem. . The program is self-financed and annual review
of expenditures is provided. '
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Public Utilities Commission and other energy related agencies and would not supplant

‘such bodies, The bill represents a major policy bill as it is concerned with the

identification of emerging trends relating to energy supply, demand, conservatlon,
public health and safety, and air and water quality standards.

The bill defines a comprehensive program of power plant siting and power facility
certification with au elaborate system of reports and public hearings. Certain
facilities presently in the planning stage are:exempted. 1In addition, the program
provides for an elaborate system of research and information collection related to

all forms of energy resources including fossil fuels and nuclear, solar, and geothermal
sources., The Commigssion is also to be responsible for a program of energy shortage
contingency planning which*will” require each electric utility, gas utility, and fuel

‘wholesaler or manufacturer in the State to prepare and submit to the Commission a

proposed emergency load curtailment plan or emergency energy distribution plan. The
latter material will be used as the basis for public¢ hearings to develop statew1de
plans.

Fiscal Effect

This bill would provide its own financing through a surcharge of one-tenth of a mill
per kilowatt hour to the cost of electric power sold to consumers in the State. It
is reported that in 1969 there were 109 billion kilowatt hours sold, and in 1970 this
figure was 115 billion kilowatt hours. This would place revenue at $10.9 million in
1969 and $11.5 million in 1970, Current estimates place return from the surcharge at
$15 million to $16 willion. Under the certification of electric generating faecility
capacity, fees for certification range from $1,000 to $25,000 based on net electric
production capacity. These resources all flow into a special account in the General
Fund.

No budget information is available at this time on which to base an accurate cost
estimate. Research costs could be substantial and the direct cost of the Commission

and staff will probably exceed $1 million., In addition, the State Board of Equalization
will incur unidentified costs in collecting the surcharge.
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Shtate of California
ENERGY PLANNING COUNCIL

ELEVENTH AND L. BUILDING, ROoOM 704
1127 ELEVENTH STREEY
SACRAMENTO 55814

RONALD REAGAN
GOVERNOR ~ T April 22, 1974

SUGGESTED OPENING STATEMENT FOR GOVERNOR
@ 4/23/74 PRESS CONFERENCE

I want to emphasize that the energy shortage is still with us; Increased oil.

. imports are reducing its severity Eut not eliminating the’basic problem,
Denand has simply outgrowuyour ability to supply and process energy. Petroleum
/ reflnlng capac1ty has’not yet caught up with the 31gn1f1cant new demand fork
_fuel 01l created by the need to replace our drastlcally reduced natural gas
supplies.v Where 50% of our electr1c1ty ‘was generated by natural gas and only

7% by fuel 011 just a short time ago, those percentages have now very nearly

reversed.

jThie means.that less oil can be made into gasoline-lcalifornians must continue’
to observe the 55 mile per hour speed limit and to hold down unnecessary dr1v1ngf
- lt also means that’we must continue to conserve natural gas and electricity in
our homes, shops and factories;, The less natural gas and electricity we use as

consumers the less oil the utilities will have to burn to generate electricity.

California has been fortunate in that this_past'winter was warm and wet. ' Hydro~
electric generation has been very high and we needed to burn less oil than
expected in the generation of electricity. We can't count on that happening

again next winter. The utilities will need all the oil they can store going

into next'winter to assure an adequate supply of electricity.

I therefore urge all Californians to keep up theireenergy conservation efforts.

‘There will be enough gasoline, electricity, and natural gas for everyone's

needs but only if we use them carefully.









- Execotive Degarement | e a
State of California

REGULATIONS FOR CALIFORNIA'S GASOLINE EMERGENCY

In light of the state of emergency now existing in the counties

of Los Angeles, COrange, Alamesda, Contra Costa, Solano, San Mateo,
Riverside, Santa Clara and' Ventura, and pursuant to the authority
vested in me to promulgate, issue and enforce rules, requlations |
and oxders, I deem the following amended rules and regulations necps-—
sary for the protection of life and property:

l. At the retall level, gasoline may be dispensed into
vehicles with a license plate whose last (or only)
digit is an odd number (1, 3, 5, 7 and 9) only on
cdd numbered days of the month, that is, on the
first, third, f£ifth, seventh and so on. Eanviron-
mental license plates that contain letters only
will be equivalent to the digit 1. Examples of
odd number plates are as follows:

SAM 123

' 123 saM

’ MARTHA
KAM 2345

123453

Jg12345

2, At the retail level, gasoline may be dispensed into
vehicles with a license plate whoss last (or only)
digit is an even number (0, 2, 4, 6 and 8) only on
even numbered days of the month, that is, on the
second, fourth, sixth, sighth, tenth and so on.
Examples of even number plates are as follows:

SAM 132
132 saM
DAVE 2

2 MARY
KMA 3456
012343
J01234
W6ABC

3. For any calendar month in which there are 31 days,
sales may be made on the thirty-first day of the
month without regard to the regilstration plates
of the wotor wvehicle.

4. Gasoline shall not be sold to any vehicle that
has more than one-half tankful of gascline. When
requested by the gasoline attendant, the customer
shall permit inspecticn of the fuel gauge with
the ignition key in the "on® position.

Brinied s CALIFPORNIL OFFICE OF 3TATE PLINTING



FEyecutive Department |
State of California | ' i

5.

6.

8.

When dispensing gasoline to the generxal public,
gasoline retailers shall not refuse to sell gaso-
line to anyone, on appropriate cdd or even days,
excspt to refuse to sell gasoline to wvehicles
with more than cne-half a tankful of fuel.

No general hours or days of operation are required
by these regulations. However, each gasocline
retailer ehall clearly post bv gigns legible from
off the premiges his anticipated minimum business
days and nours of operaticn for dispensing gasoline.

COMMENT:

Individual retailers are the best judges
of the business days and hours that satisfy
their customers' needs, and are encouraged
to work out staggered hours of operation
in common marketing areas. All gasoline
suppliers are urged to refrain from estab-
~1lishing additional retail stations, and
are urcgad not to reduce the gasoline sup-
plies available to existing stations in
order to supply unnecessary new stations.

‘Each gasoline retailer shall manage his monthly fuel

allocation so that it will last through the month.
COMMENT:

The need for maximunm and minimum purchase linits

BDDSATE NO LONNEr ASCRIEATY,  CaIolins retailors
are CASCcOUragsd Irem e3taADlisnlng maxiing or manie
EUM DUXCAAS® LINATE; nowever il Linlts are zoooied
the rotailer snould clearyivy inaicace taase linats
by sicns legible from Orf the preniies,.

Each serxvice station shall clearly indicate its gaso-
line supply and service situation by a sign or flag,
easgsily visible from off the premises., If the flag
system is used, the following will apply: Green
flag~-gasoline available for the general public (on
appropriate days for apvropriate license plates);
vellow flag--gasoline available for emergency vehicles
only; red flag--cut of gasoline and/or closed., If
the sign system is us=d, it should state the fol-
lowing, or eguivalent information: Gasoline avail-
sgble--emergancy vehicles only--out of gasoline

and/or closed,

The follewing vehicles are exempt from the-previstons
goctions 1 and 2 of these orders:
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Fxeentive Department
State of California

0.

ay PBrergeney wehieles as defined in Beckien 265
of the €nltifernin Vahieie Cedexr

a) Public transportation vehlecles reqularly used
to trznsport vossencers walch are buses, taxis
and vehicles rented for less Than 30 Caays.,

b}y Buses wesuiariy used e Lranspest pasgengersy
ps defined in Geeckien 233 of the Californinm
Yehiele Ceoder

b) Vehicles used for commerclal ourposes in the
suderent of the gasoline retailer (see attach-~
ment A).

ey Vehieles uped fovr commeyeied pursosss in the

sudgrent ef the gasekine reipiiers

c¢) Vehicles with out-of-state license plates.

d) U.S. Postal Sexvice vehicles,

e) Vehicles operated by handicaoped persons, w&o
hava no practicad ai%arﬁatﬁvq 0 ZUTO TXans
portation, as cosicnhated oy the iollowing
licenze plate iletters:

DPW 000 - 989 000 ~ 999 DPY
DPX 000 ~ 999 000 - 959 o3
bpY 000 - 953 VET 000 = 859
DPZ QGO - 299 VN (00 - 993
000 - 898 D0 VIR 000 = 8993
000 ~ 555 D®X 00 = 3355 VET

Vehieles with ount-ef-stnte iicense piakes are exempk
frem the edbsvnede doy ban on grpookine pureskasesn bubk
ret £yrom the ompe-hazxd bank ﬁﬂf@b&ﬁ@ preyiotens
Operators of the zbove exempt vehicles are urged to
purchase gasoline oniy on appropriate alternate days
whenever possible.,

The following vehicles are exempt from the provisions

11.

of these crusrs:

&) Erergencv vehicles ag defined in Section 165 of
tha Calizoynia veniclie Cu‘“‘{ 20 STTACATENT B) .
b) Obhor emercency repalr and servicee vajicles,
wnathoy puolic or PEIVITE, UHEH IO ITUnOTLOns
diregtly velated to the wrﬁﬁaﬁnleﬂ OL L1228, DTODe
erty or DUDLLIZ A2alin. C©) Y2niclss oDerated 1l
in an utnusual ensrgency sLbuntion in tag judonent
Of Lho CAaS0LinG FCLALLET .

At the retail level, gasocline may be dispensed into
gseparate contalners only when necessary in the Jjudg-




Fyeeutive Deportment
State of California

SECTION 165, DIVISIOW 1., STATE VEHICLE CODE

165, An authorized emsrgency vehicle is:

(a) Any publicly owned ambulance, lifeguard or lifesaving
equipment or any privately owned ambulance used to respond to
erergency calla and coperated under a license issued by the
Commissioner of tha California Highway Patrol.

{b) Any publicly owned vehicle operated by the following
persons, agencies or organizations:

(1) Any forestry or fire department of any public agency or
fire department orxrganized as provided in the Health and Safety
Code.

(2) Any police department, including those cof the University
of Californla and the California State University and Colleges,
sherlff's department, or the California Highway Patrol.

(3)" The district attorney of any county or any district
attorney investigator.

(4) 2ny constable or deputy constable engaged in law
enforcemaent work.

(5) Peace officer personnel of the Department of Justice.

(6) Peace officer personnel of the state park system
appointed pursuant to Secticn 5008 of the Public Resources Code.

(7) Peace cofficer perscnnel employed and compensated as
menbers of a security patrol of a school d;strict while carrying
out the duties of their employment.

{(c) 2ny wvehicle owned by the state, or any bridge and
highway district, and ecquipped and used either for fichting
fires, or towing or servicing other vehicles, caring for
injured persons, or repairing damaged lighting or electrical
equipment.

fire, rescus or communications calls and orerated either by
the Cffice of Emergency Services or by any public agsncy or
industrial fire department to which the Cffice of Emergency
Services has assigned such wvehicle.

(e) Any state-owned vehicle operated by a fish and game
warden.

(£) any wehicle owned or operated by any department or
agency of the United States government:

(1) WwWhen such department or agency is engaged primarily
in law enforcemsnt work and the wvehicle is used in responding
to emargency calls, ox

{2) Vhen such wvehicle is used in responding to emergency
fire, awbulance or lifesaving calls.

(g) Any vehicle for which an authorized emergency vehicle
permit has been isgsued by the Commissioner of the California
Highway Patrol.

(d) Any state-owned vehicle used in responding to emergency




1.

2.

4.

Exeoutive Departiment
State of California

OES RELEASE £7353
(anended)

On behalf of the Energy Planning Council, the 0ffice of Emergency
Services anncunces the following clarifications of the Emergency
Gasoline Marketing Plan.

Vebicles uwsed for commerclal purrvoses: These guidelines were
igsued today Zor use by vewailers in determining whether a
vehicle is used for commercial purpeses.

A. Vehiclez which by their design, size, or recognizable
company identification are obviously being used for
commercial purposes.

B. Vehicles which are owned and operated as part of a company

, vehicle flest as may be determined by company marking or
the vehicle's reglstration.

C. Individually owned wehicles used for commercial purposes,
as evidenced by the presence of specialized equipment,
instroments, toels of the trade or profession, supplies
cr other material which cannot be readily carried by the
vehicle oparator on public transportation, or any other
evidence that it is necessary to use the vehicle for
comercial purposes.

Dogtors and Nurses: No blanket exemption is rmade for doctors
and nurpes. dowsver, when they are using thelr vehicles for
professional purposes (such as special calls) their vehicles
should be congidered as those being used for commercial
purpogses and when using their vehicles for enercency calls
they giouid D considered cﬁﬁxcercv veniclag, Paysiclansg
&nd nurses are expected ©O GO tne 2ame pianning in fueling
their vehicles for vrivate use as are other citizens. In
extreme emergency sitlations, they can call upon taxis,
ambulances, or the local law enforcement agency,

Avpointments: "Sales by appointment only constitute discrim-
ination uncer SBSection 210.62 of the Federal Petroleum
Allocation and Price Regulations, unless he (the retailex)
conducted his business by appointment only prior to

January 15, 1972 in so far as he cantinnﬁs his pre-

existing practice.”

FEO regulations also prohibit stations from selling exclu-
sively to commercial wvehicles.
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Eyecutive Deparoment
State of California

Date: Marxch 15, 1974

ment of the gasoline retailer. Such sales shall
be in the smallest practical guantity.

COMMERT:

Storage of gasoline in segsrate containers
in the trunk of automobiles is an extremely
dangerous practice.

Pursuant to the authority of Section 8665 of the Govern-
ment Code, any vioclation of these orders or regulations
is & misdemeanor and upon convicticn, shall be punish- |
able by a fine of not to exceed five hundred dollars
($500) or by imprisonment not to exceed six months or
by both such fine and inprisonment.

Governor o1 Caliscrnia

Attest:

ecretary of State é/’“\

ﬁkw @WMQ\

Deputy %ﬁcretarv of State
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OFPFICE OF GOVERNOR RONALb REAGAN RELEASE: Immediate
Sacramento, California 95814
.Clyde Walthall, Press Secretary A
916-445-4571 2-27-74 #131

Governor Ronald Reagan today announced a mandatory marketing plan
for the sale of gasoline in California counties reqguesting him to
declare a state of emergency in their areas because of the problems
caused by the shortage of fuel.

The plan goes into effect March 1 in those counties that will have
‘reQuested it by 5 p.m. Thursday. (Counties that have made the regquest
up to now will be announced at today's press conference,)

“I would like to emphasize that this plan is only a temporary
measure,"” Governor Reagan said. "I am taking this action at the request
of a number of local government officials and gasoline retailers,

"The plan is designed to eliminate the long lines waiting for
service at gasoline stations and to protect the general public and
station attendants., k

"There has been some violence and disruption of traffic at
scattered locations. I am hopeful that this marketing plan will
alleviate the problems caused by the shortage of fuel for both drivers
and station attendants.”

The plan provides that service stations in the affected counties
will sell gasoline on even numbered days of the month only to customers
whose vehicle license plates end in even numbers. Customers whose
ticense plates end in odd numbers could purchase gasoline only on odd
numbered days of the month.

Personalized license plates that have no numbers will be considered
as odd numbers under the plan.

The plan will be enforced by local law enforcement officials.
Violations would be a misdemeanor upon conviction with a maximum fine
of 8500 or six mohths in jail, or both, Citations would be issued to
violators.

Service stations will be required to clearly indicate their supply
of gasoline either by a sign or flag. If the flag system is used, a
green flag will indicate gasoline is available for the general public
(according to their license plates); yellow flags will indicate that
gasoline is availabkle for emergency vehicles only, and red flags will

show that the stations are out of gasoline or closed.

-1~



#131

‘The plan permits individual retailers to set their own hours for
business and the days of operation. However, they will be required to
manage their monthly fuel allocations so they will last throughout the
month.

Emergency vehicles, buses and vehicles used for commercial purposes
are exempted from the plan. Vehicles with out-of-state license plates
are also exempted from the alternate day ban, but not from the half
tank provisions.

The plan urges all gasoline suppliers to refrain from establishing
additional retail stations and not to reducé existing supplies to open
any unnecessary new stations.

Governor Reagan offered the plan to the requesting counties under

the authority of the California Emergency Services Act.

* O# #

Walthall



.~ OFFICE OF GOVERNOR RONALD REAGAN RELEASE: Immediate
Sacramento, California 95814

Clyde Walthall, Press Secretary

916-445-4571 2-25-74 #126

Governor Ronald Reagan today announced in Los Angeles that he
has directed Herkert Temple Jr., director‘of the Office of Emergency
Services in Sacramento, to immediately send the following telegram to
the boards of supervisors in the state's 58 counties (please note that
the governor's reference\is to a "marketing system" as opposed to
rationing).

Text of the telegram:

"Governor Reagan will entertain formal requests from county
governments to proclaim a ‘'state of emergency' for that county in
order to exercise his emergency powers under the provisions of the

Emergency Services Act to establish a marketing system for more orderly

consumer purchasing of gasoline at the retail level.

"Upon receipt of the formal reguest from the county, the governor
will proclaim a 'state of emergency' implementing the plan generally
outlined below.

"The plan will become effective March 1, 1974 and will consist
of the following general provisions:

"(1) It will be mandatory;

"(2) It Will be based on alternate days of the month and odd and
even license plate numbers;

"{3) Gasoline will not ke sold to vehicles whose fuel tanks are
more than half full, The details of this plan will be provided
tomorrow, February 26.

"It is requested that within 24 hcurs afier receipt of this
telegram the local counties will either:

"(1) Declare their local emergency and request proclamation of

a 'state of emergency,' or;
"(2) Transmit to the director of the California Office of

Emergency Services their decision unot to declare a local emergency.
"It is planned that local state teams will be established to
monitor the conduct of this prcgramn to incliude such functions ass

"(1) Provide assistarce in resolving local government gasoline
retail and consumer issues which can be resolved at the local level:

"(2) Identify problems related to the plan itself for transmission
to the California Office of Emergency Services to identify and
investigate distribution inequities within their counties;

-1



#126

"{3) Coordinate a program of voluntarily staggered business
hours for retail service stations.

"It will be necessary that each county establish a control center
to provide for this monitoring of the program,

"A telephone number for this control center should be announced
and manned by competent persons to insure that citizens and the
private businesses concerned have a continuous source of information
and assistance. At the state level the emergency monitoring location

will be the Office of Emergency Services."

walthall



OFFICE OF GOVERNOR RONALD REAGAN RELEASE: 12 NOON FRIDAY

Sacramento, California 95814 FEBRUARY 15, 1974
Clyde Walthall, Press Secretary
916-445-4571 2=15~74 PLEASE GUARD AGAINST PREMATURE
' RELEASE
#102

Governor Ronald Reagan today issued the following statement:

"I know I won't be'telling you something new or unusual when I
say we haven't as much gasoline as we've been used to having in the
past. V

"But our situation here in California through the next few months
is not an emergency. With a little care and consideration, we'll have
enough for all our necessary driving.

"Everyone can have about 80 percent of the gasoline we had before
the energy shortage. This means we each only have to hold down our
driving by 20 percent.

"Eliminating some unnecessary errands, doubling up now and then,
holding down speed should do it.

"There is no need for panic or panic buying with the long lines
we've seen on television. May I suggest not buying until you have less
than half a tank.

"We have a contingency plan but we'd rather not have to use it,
and we won't, if we all just eliminate one mile out of five. There

will be an adequate supply for everyone.”

# # # H# HFH

Walthall



OFFICE OF GOVERNOR RONALD REAGAN ~ RELEASE: Immediate
Sacramento, California 95814

Clyde Walthall, Press Secretary

916~445=-4571 12~12-73 #597

Governor Ronald Reagan today announced that the following bill
has been signed: /

AB 1969 ~ Moretti Reduces the maximum speed limit for all vehicles in
Chapter 1218 California to 55 miles per hour, effective January
l, 1974,

# o #FH

Garcia
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IN LIGHT CF CONTINUING DIFFICULTIES MANY PEOPLE ARE HAVING
X CETAINING GASCLINE I AM ASKING THE OlL COMPANIES Tojk
(CLUNTARILY CPEN THEIR COMPANY OWNSD AND OPERATED STATIONS
N SUNDAYS. SEVERAL HAVE ALREADY AGREED. I HOPE YOU WILL

JOIN THEM, PLEASL ALDVISE ME WHETHER YOU ARE ABLE TO DO -

RONALD REAGAN
GOVERNOR




Fred L. Hartley, President and Chairman of the Board
Union Oil Company  _—
P.0. Box 7600
ﬂ%uunind&\ggymfi , L E
Los Angéfbg?\Qg}ifornia~ 90051

b/;. James E. Lee, President
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3. R. F. Tucker, President i
Mobil 011 Company
150 East 4Znd
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Exxon 0il Company
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D. J. McNutt, President
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Arco - Qil Company
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H. J. Haynes, Chairman of the Board
Standard Cil Company
225 Bush Street H
San Francisco, California 94104
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Harry Bridges, President
Shell 0il Company
P,0. Box 2105 M
Houston, Texas - 77001 :

Ray Abendroth, President
Time 0il Company

2737 West Commodore

Seattle, Washington

V. -H. bDolan

American 0Qil Company

P.0. Box 1099 | "
Kansas City, Missouri 64141 '
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STATEMENT OF CALIFORNIA GOVERNOR RONALD REAGAN
BEFORE PEDERAL ENERGY OFFICE
WASHINGTON, D. C.

MARCH 13, 1974

The State of California appreciates this opportunity to
appear today to present its views on the recent action of the
Federal Energy Office in revoking the state and local government
exemption from crude o0il price ceilings.

This statement speaks primarily to the fiscal impact on
California of the FEO action. State Controller Houston Flournoy,
who is Chairman of the California State Lands Commisgsion, will
present details on the restrictive effects on crude oil production
this amendment has had.

(Economic Impact on California)

Underneath the California tidelands exists a wealth of
0il which belongs to all the people of the state. Under car-
fully devised legislation, this is being exploited in two forms:
(1) o0il and gas leases issued by the State Lands Commission in
which the state receives a royalty percentage - in money or in o0il;
and (2) the net profits contracts system in the Long Beach tide-
lands in which the state and the City of Long Beach share the
profits of production with the operating oil companies.,

In simplified terms, under present leases and contracts,
the State Treasury is entitled to the value of roughly 135,000
barrels of 0il each day.

As everybody knows, the fair market price for domestic
crude o0il right now is $5.00 per barrel above the FEO imposed

ceiling price. 1In California, and particularly on tidelands,



where gravities generally are lower than in the mid-continent,
this ceiling price is in the range bf $4.25 and $4.75 per barrel.
Thus, the fair market value of California crude, as shown by the
exempt price, is currently over twice the ceiling price imposed
by FEO.

Applying this $5.00 per barrel differential to the daily
production from which California receives payment, it amounts to
approximately $650,000 per day or $230,000,000 per year.

Put more bluntly: The FEO action revoking the state's
exemption is costing the people of the State of California $650,000
a day - $230,000,000 a year.

Another vice of the FEO action is its retroactive effect -
not only is the exemption lost, but it was back-dated to October
25. This action alone wiped out over $55 million due the State
Treasury, and has put the State in the position of being re-
quired to pay back some money - claims so far of $1.3 million.

(California's Use of Tideland 0il Revenue)

Now the question has been asked, what would California
do with all this money? Two points are important:

First - the tidelands oil is a public asset - owned by
the people of Califbrnia, and this o0il is a depleting asset.
Once a barrel of o0il is out of the ground it is gone for good.
Californians are entitled to receive fair market value for that
0oil. The FEO ceiling price order depiives the people of Cali-

fornia of over half of that value, and at a time when California

(2)



tidelands oil production has reached its peak. A federal rule
which allows over half the value of 0il to be kept by purchasers
cannot be considered in the public-interesﬁ.

Secondly ~ since the creation of the State Lands Commission
in 1938, the California Legislature has recognized that tidelands
oil is a capital asset and has directed that oil revenue be
devoted to public capital projects. 1Initially this was the
acquisition of State park lands. 1In the late 1950's and the
1960's a large portion of this revenue was devoted to California's
outstanding Central Valley Water Project. $25 million of this
revenue is still used annually for this purpose. The balance
currently is devoted for capital outlay for California's
University and College systems. The City of Long Beach's share
of tideland ¢il has, of course, been used to help create a
modern and thriving port. |

There have been suggestions that this new money be devoted
to energy related uses, such as rapid transit facilities as urged
by State Controller Houston I. Flournoy and the California
Legislature, This matter is currently under serious study and
revenue derived from a scarce and valuable public asset will be
used only for,long-termkand statewide public benefit.

(Roll-backs and the Consumer)

It has been suggested that to restrict California'a
0il revenue to ceiling prices would result in lower gasoline
prices at the pump. 'Thié requires two assumptions, neither

of which will hold up:

(3)



First, that the California public-interest oil is a
significant factor in the gasoline market. It is not. The
135,000 daily barréls of oil is virtually nothing against the
9 million plus barrels per day of crude oil production in the
United States, or the 17 million plus barrels of daily demand
in this country, or the 5 million plus barrels of imported crude
oil and products free from price controls. At least 40 percent
of all oil used in this country is not subject to price ceilings.
California's share is miniscule.

The second assumption is that any savings resulting from
an artificially restricted price impound on California's crude
0il will be passed on to the consumer at the pump.

As the President said in his message on vetoing'the
Emergency Energy Act, roll backs on crude o0il prices would result
in "minimal, if any, reduction in gasoline prices". If this
system created by the FEO worked perfectly, perhaps we could
have that result. We all know the system is not working perfectly,
and the FEO does not have the staff to make it perfect. As a
recent newspaper article pointed out, FEO has the use of 300 IRS
agents to check on the 225,000 service stations in this country,
and in checks on 20,000 of them, found 25% were overcharging.
There is no way of‘checking on whether this roll-back on State
crude oil prices would be passed through to the consumer at the
pump. If FEO could guaranteé'that result, California might re-~

consider its position. California can guarantee you that the

(4)



$230,000}000, if received by the State, would be expended for
the public, the same people who are supposed to benefit by re-
duced prices.
(Federal - State Relationships)

Last September Governor Reagan created in California an
Energy Planning Council to cope with the energy crisis. This is
the agency that handles state functions under the Emergency Petro-
leum Allocation Act of 1973 enacted by Congress. The Energy
Planning Council and its staff have cooperated fully with its
Federal counterparts. The state has tried to work with the FEO
so that we can all do a job that must be done.

Despite this, we have ssen the FEO divert gasoline supplies
£o other stateé, saddle us with an excessive share of military
0il products demands, particularly when the military
could produce its demand from Elk Hills, and now this - cutting
off our revenue. Actions such -as this, which was takeh without
public notice and without public hearing, place an intolerable‘
strain on our system of federalism. California believes an action
of the Federal government which will have such an adverse effect on
staete government and will override well established state policy,
deserves far greater consideration and public airing than was
given in this case. Fair treatment for the 20 million people of
the State of California requires that thekFEo action of February
21, 1974 be immediately repealed and the state and local government
exemption be restored.

Thank you for this chance to express our grest concern over

the action taken by the Federal Energy Office.

(5)



To: Governor Ronald Reagan : : ' Date: December 17, 1973
From: Public Utilities Commission ; No.: PUCk73~12
Signed | L Originated
By o ; : By VERNON L, STURG&ON
’ President

Snould the Governor evok nted nim by the
mergency Services ”Cu to decla e electrical-energy
energency and to order tempor qrf feldxet on of gtate air poLLLLﬁon
standards to allow the burning of hlgber sulphur fuel oil solely
for the generatlon of electrical energy.
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FACTS ¢ It is estabWished that several muniCLDali ~owned electrical
utilities serving significant poquatlon ce:rltars-——~ are faced with
oil supply shortageo by the middle of January 1974 which will force
curtailment of electrical generation by as much as 80%. Curtail-
ment of this magnitude would produce dire health, safety and
econocmic consequences for those affected. It is also established)
howevar, that these utilities have prospects for obtaining
significant quantities of conventional fuel oil (up to one year's
supoly for one) which are not useable under current air Dollbtlon
restrictions regarding sulphur content. :

Relaxation of the state alr-quality restrictions which
0il for electric generation to .5% sulphur content is

T8y able to reqguiring other utilities to give up some of

the inadequa*c supplies of scarce low-sulphur oil, bhecauge

the vould, in effect, increase the total supplies

ava rather than further reducing the already

dim of the other utilities. It appears also that
Ans leﬁu time e\iSES to allow the normal variance procedures of
the to run their course and allow this result prior to the dates
projected for curtailment.

RECOMMENDATION: That the Governor take action by executive order
accomplishing the purposes discussed herein. A form of executive
order 1s attached for further reference. :

1/ Cities of Burbank, Glendale and Pasadena.



GOVERNOR'S OFPICE
State of California

~ EXECUTIVE ORDER NO.

WHEREAS, it has been established that several electrical
utilities serving significant population centers in this state are
faced with the prospect of maJor curtailment of electric generatlon
by the middle of January 1974 as a result of inadequate supplies of
fuel oil meeting the applicable air quality restrictions imposead by
this state through order, regulation or otherwise: and

WHEREASJ curtailment of electzicﬁgeneration in:the magnitudes
projected would constitute a condition of disaster and of extreme
peril to the safety of pefsons and property in the areas affected;
and

WHEREAS, ‘such utilities have specific prospects for obtaining
additional quantltlcs of fuel oil which could prolong significantly
the date at which such curtailment would otherwise occur, but which
because of its sulphur content is not usable under current air
quaT ity restrictions imposed by this state; and

- WHEREAS ,- the normal administrative procedures for obtaining
permission to utll»z" such supplies of fuel 0il for electric
gEPCfathP may not be sufficiently expeditious to enable the swift
conZirmation and utilization of such supplies; and

WHEREAS, supplies of fuel oil available to other utilities
in this state which meet the applicable air-gquality standards
regarcing sulphur content are also wnadequate to -meet the mlnlmum
requirements OL such utilities; and ; :

WHEREAS, I am empowered under Article 3 of Chapter 7 of the
Government Code (California Emergency Services Act) to amend or
rescind all orders and regulations necessary to carry out the
provisions of that Act; :

; NOW, THEREFORE, IT IS HEREBY ORDERED that any restrictions,
limitations or other regulations or orders imposed by any state or
local agency regarding the permissibie sulphur content of fuel oil
suitable for the generation of elesctricity are hereby suspended for
a period of ninety (90) days or until such time as lcnglaETOﬂ is
adopted which would allow a continuation of such suspension for the
duration of an energy emergency as defined in such legislation.

Date: December s 1973.

RONATD REAGAN
Gorwoﬂ OF CALIFORNIA
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TO: HERADS OF AGENCIES, DEPARTMENTS,
MAJOR UNITS AND OTHER KTEY PERSONNEL

SUBJECT: Information Coordinator for Energy Planning Council

Proposals for news releases regarding FEnergy Planning Council
activities or proposals not yet approved by them should be
coordinated with the chairman (Lt. Governor Reinecke).

Mr. Robert Hardgrove has been temporarily assigned to the

Lt. Governor's Office to coordinate information releases for
the Energy Planning Council and with the Governor's Office.

Departments proposing news releases should recommend whether
the release should be issued by the Energy Planning Council
Chairman (L ieutenant Govefﬁor), Governor, Agency, or
Department.

Media calls for information on energy-related matters approved

by the Council should be huundled by the cognizant 2gency or
Department.

}I / / /,{/-”%’, o s R ’/("

ED LEINECKE
Acting Governor



MF 73=19
Noverber 27, 1973

28 a result of “xecutive Orders R 45-73 and R 46-73 being
issued earlier this week, enclosed are two Governor's
Memos 73-1 and 73-2 1mp1ementing the neceSSary action by

your department

Please review carefully and make every effort to see
that the action necessary to carry out the intent of
the Governor's directives is strictly observed in your
department. :

BY D;BEC?;OQ OF THE GOVERNOR;3:

—t
- & (:/\' g ’?//Z* £ _,6 //’/"

EDWIN MFESE 11T
Executive pssistant
to the Governor |

Attachmegts



State of Californin

Memorandum

o

From

: HEADS OF AGENCIES, DEPARTMENTS, Date : November 26, 1973

MAJOR UNITS AND OTHER KEY PERSONNEL

Subject: putomobile Speed Limits

73-1

: Governor's Office

As you know the country is facing a very real energy shortage
this winter, and it behooves each of us to do everything possible
to assure that enough fuel is available for our true needs in the
coming months, We in State Government must set an example for
all citizens of California , therefore, I have today signed
Executive Order R 45-73. As a result, the State of California
will voluntarily reduce the maximum speed of State vehicles to

50 miles per hour. Only vehicles driven by law enforcement
personnel or those being operated in an emergency situation may
exceed this limit. ’

The State had in service last year approximately 16,000 units
traveling a total of 398,457,000 miles. Using this experience
as a base for analysis, by reducing vehicle speed to a maximum
of 50 miles per hour we can reduce the State's consumption of
gasoline 10 percent.

Local government is being advised of our action for continuing
fuel conservation and I am encouraging them to adopt the above
guidelines.

I request each of you as administrators to advise your employees
of this action.

Q/Z/W%

Ed Reinecke
Acting Governor

DISTRIBUTION: A B C D E X F 8§ 6 H I J K L R M N O P MM



State of California

Me'morqndum

b

From

HEADS OF AGENCIES, DEPARTMENTS, Date : November 27, 1973
MAJOR UNITS AND OTHER KEY PERSONNEL

[

Subject: Gasoline Gallonage and
Mileage Restrictions

73-2

: Governor’'s Office

I have today signed Executive Order R 46-73, which mandates
each state agency will reduce the mileage driven on state

- business from that recorded in the 1972-73 fiscal year by 10%.

Mileage of both state—owned automotive pool passenger vehicles
and privately owned passenger vehicles shall be included. Our
statistics show that state employees now drive 398,457,000 miles
and use 26.5 million gallons of gasoline annually.

In addition, I request that a careful evaluation of need for
each trip be made to further conserve fuel. Only those trips
clearly to the benefit of the State which must be made by
vehicle are appropriate. I ask that you carefully plan your
trips to include a number of stops or meetings wherever possible
in preference to making a number of single purpose trips. Car
pools should be created whenever practical from a fuel stand-
point. I therefore, direct that each person carefully evaluate
any proposed trip.

Your assistance in helping to make a 10% reduction in mileage
driven during the 1973-74 fiscal year is greatly appreciated.

Sincerely,

EA Reinecke

Acting Governor

DISTRIBUTION: A B C D E X F 8§ ¢ H I J K L R M N O P MM
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ENERGY POLICY ISSUES

Agriculture and Services Agency

Issues

a~l

a-2

a-3

Shall air conditioning be prohlblted in l;
new cars?

2.
Utilize advanced communication techniques
to reduce travel, where feasible. 1.
2.
Revision of State policy for leasing 1.

buildings to include establishment of
minimum energy efficiency standards to be

~met before a building can be leased by

the State.

Replace gas-fired pllot lights with electrlcal ‘1.

starting devices.

Action taken by Cabinet

Agriculture and Services shall review the State's
policies on purchasing State vehicles with air
conditioners. The review shall include outlinin

the geographical areas of the State where vehicles

are purchased with air conditioners and what effect
would result if the State discontinued these policies.

yrAgriculture shall determine to what extent the State

can influence manufacturers into developing mcre
efficient air conditioners.

Agriculture\and Services is to investigate the
facilities available in order to expand conference
calls on the ATSS telephone lines.

Agriculture and Services is to develop additicnal
information on the feasibility of utilizing closad
circuit television between Sacramerito, San Francisco

and Los Angeles. This study would include summarizing
the state-of-the-art for using closed circuit TV tOda{,
costs involved, availability of equipment, and if it is '
not available now, when it will be available for us=s.

Agriculture and Services is to write a Cabinet issue
which accepts the recommended policy. :

Public Utilities Commission 1s to give the results cf its
energy hearings to Agriculture and Services for review.
After its review, Agriculture and Services shall write

a Cabinet issue for discussion on this matter.

R U



a-6

a-8

Reduce packaging to conservevenergy

Set minimum energy performance
specifications on all buildings in the
State as a condition for granting building
permits.

Initiate a massive public educational

program to encourage lower thermostat settings
in the winter and higher thermostat settings
in the summer.

Prohibit the use of electricity for
resistive space and hot water heating
on new installations.

i S v e o s N e e i s st oS s e b

Resources Agency will work with the Department of
Agriculture, Consumer Affairs and Public Health to
compile additional information on this subject in
order to prepare a report to Cabinet. (no deadline
set for presenting this report)

The Office of Planning and Research will work with
Agriculture and Services in preparing a Cabinet issue
which supports Senators' Alquist and Gregario's

bill number SB 144.

Agriculture and Services is to prepare a Cabinet
issue which implements this recommendation.

Agriculture and Services, working with the Department
of Public Health, is to investigate lowering the
lighting standards for State buildings.

Agriculture and Services is to prepare a Cabinet :
issue which would establish minimum performance stancards
in all new air condition units except those installed

in motor vehicles.



Business and Transportation Agency

Issues

b-1

Limit the maximum speed to 50 MPH
on highways.

Encourage voluntary car pooling.

Expanding the bus systems.

Establish bicycle lanes and paths.

Develop taxes and other incentives

designed to reduce the weight of the
automobile.

Use gasoline tax funds for rapid transit.

Establishment of a ceiling on per Caplta
transportation.

Action taken by Cabinet

Business and Transportation is to gather additicnal
information on reducing the speed limit; in particular,
obtain input from private sectors such as trucking
industry on potential energy savings v. costs.

Business and Transportation is to implement the
recommended policy, wherever possible. (no mention
of Business and Transportation preparing a Cabinet
issue)

Business and Transportation is to continue its
present efforts on this matter and to prepare a
progress report summarizing its efforts for the
Cabinet's review.

Business and Transportation is to continue its
present departmental policies for non-motorlzed

- facilities for bicycle use.

Business and Transportation is also to prepare

a progress report summarizing its efforts on this
matter. {(no mention of deadline for presenting
this report to Cabinet)

Business and Transportation is to compile additional
information for further discussion of this issue by
the Cabinet.

Cabinet accepted the recommendation which deferred
any action until September, 1973.

Cabinet agreed to delete this iésue by requesting
no further study be conducted nor any recommendations
be proposed.



Resources
Issues

r-1 In view of large potential reserves and
recent advances in drilling technology and
safety equipment, should the offshore
petroleum reserves be developed?

.

r-2 Should California accomodate the vastly
higher level of necessary imported petroleum
by construction of deep water ports and, if so,
where?

r-3 It has been estimated that through primary,
secondary and tertiary recovery techniques
the State has a potential onshore oil and gas
reserve of 16 billion equivalent barrels.

How can the State encourage full development
of this reserve?

Summary of Cabinet actions prepared
by the Office of Science and Technology.

Action taken by Cabinet

" Resources Agency 1is to modify the recommendations

presented so that safety factors are included and
additional information on the four recommendaticns
is provided.

After the recommendations have been modified to
include the suggestions just listed, Resources Agency
is to prepare a Cabinet issue.

The Division of 0il and Gas is currently coordinating
all comments submitted to them. .

This report will be available for Resources Agericy's
review not later than August 10, 1973. At that time
the development of a Cabinet issue on this subject
should be considered by the Resources Agency.

Resources Agency needs to change the recommendation
reading "increase the depletion allowance" to
"continue present depletion allowance".

Additionai infermation on the other recommerdaticns

presented needs to be gathered by the Resources Agency

and presented to the Cabinet for further discussion.
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l. Lt. Governor Ed Reinecke , éggr
State Capitol :Rm.209 ‘/@
phone 445-9533 y 5/
2. Ed Meese

Executive Assitant to Governor Reagan
State Capitol , First floor
phone 445-2841

Vernon Sturgeon

President of the Public Utilities Commission
350 McAlliister Street

San Francisco, Cal. 94102

557-2440

James Stearns

Secretary of the Agriculture and Services Agency
1220 N St.

Phone 445-1935

Earl Brian

Secretary of Health and Welfare
915 Capitol Mall Rm. 200

phone 445-6951

Verne Orr

Secretary of the Department of Finance
State Capitol Rm. 1145

phone 445-4141

Horman B. Livermore
Secretary of the Department of Resources
1416 9th St.

phone 445-5656

10.

1l.

Frank J. Walton

- Secretary of the Business and Transportation Agency

1120 N. St.
phone 445-1332

Earl Davis

Coordinator of the Commission of Science and Technology
1416 9th St. Rm. 1311

phone 445-4422

Robert DeMonte L3

Director of the Office of Planning and Research
1400 10th st.

phone 322-2318 .

Wesley Bruer

Coordinator for the state Energy Planning Council
1416 9th St. Rm. 1310

phone 4#2-3600
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BRIEF ANSUERS TO CEITICAL GUESTIONS O THr CURRENT PETROLELRM SEORTAGE

QUES : VWhy is there a shortase of petroleum pfoducts? g
ANS: The two largest Arab exporting countries, Saudi Arabia and Kuwait,

have reduced production and in conjunction with their Arab neighbors
barred exports directly znd/or indirectly to the U.S.

3

QUES: How great is the present shortage?

AS: We estimate that the supplies availzble ave gbout 100,000,000 gallons
: per day (12-13%) below thae “ormal demard level.

QUES: Vhy is the shortage greater in certain areas of {the country?

AND:- There is no single reason. The Federal Energy Cffice has directed the
companies to supply gasoline based upon 1972 sales, and in ma.n.;
instances tae 1872 sales do not reflect the presenu needs of that
Sectlon of the counury.

QUES: = Will the gasoline shortage get worse?

ANS: Probebly. Increased driving normally cceurs in spring and swmer and .
will cause supplies of gasoline to become even tighter.

QUES: Will ample supplies be availeble when the Arab embargo ends?
ARS: - The current supply crunch will ease, but we do not foresee & return

t0 the virtually limitless supplies of the past. When the Arab
embargo ends, it will be at least 6 weeks before the crude will reach
U.S. distribution levels. ' :

QUES: Why heve the prices of oil ané gasoline risen?

ARS: The primary one is the increased cost of bolh foreign and domestic

: crude. :
QUES : Are the major oil companies forcing the independents out of business?
AllS 3 MOBIL has not and is not. The Federal Energy Office reguires MOBIL to

supply petroleun to all customers it serviced in 1972.

QUFS Are gas stations closing?

ALS: ~ Tes, lsarginel operaticns alsvorically fail or are closed.



9) QUES: Why ere the independent oil companies' prices for heating oil so
much higher than those of the major o0il companies?
& : L &

AXS: The majcr cil companies have relied primerily on domestie product,
vhereas, many of the independents have relied primarily on foreign
imports. 1In order to compensate for the enormous increase in
foreign costs, the independents have been forced to raise -their prices.

«

10) QUES: Why have oil company profits risen in the past year?
AllS: MOBIL's increase was attributed primarily to its opera.’cibns outside
11) QUES: Why did the energy crisis hit us 2ll at once?

ARS T The shortage of petroleum has been ‘;;uilding for a number of years,
: but it was the Arab embargo that suddenly brought it to an acute state.

-

12) QUES: Are their enough refineries in the U.S. to meet requirements?’

A¥S: k No.‘

13) QUES: What is the long-range outlook for the U.S.?
ANS: " The long lead time required for the development of enerzy resources

vhether they be nuclear, coal or petroieum makes it doubtful thet
this country will achieve energy self-sufficiency even by 1985.

1}) Ques: Does MOBIL favor gasoline or "end-use" rationing?

ANS: | The problems faced by the public in some areas of the country
have reached intolerable levels. MOBIL believes that if the

v, problems increase, there will be a need to implement federal .
gasoline rationing. ’ -
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QUESTIONS AND AISWERS CCHCERNING THE ENBRGY SITUATION

These ques%ions have been develaoped by Mobil in an effort’to highlight

issues most frequently raised by the media, government officials and the

publie,

‘The answers are based upon the most current data end information aveileble

to Mobil end will undoubtedly require review znd revision soon after

" publication.

l) Why is there a shortage?

7 In:x.tlaJ_'Ly the shoitage was the result of the Arab oil embargo super-
imposed on an elready tight and‘ tightening supply situation. Sa.udi‘ Axabia
end Kuwalt have barred exports directly and indirectly to the United States
and certain other countries.  In mid-October, these two countries reduced
their production bjr 25% (later reia:{ed to & 15% cﬁtba.ck.) The reduction
was made ‘a.t a time vhen the world demand was entering the peak demend
winter season. These production cutbacks ’have limited supplies to the
great majority of importirg countries worldwide, whether embargoed or not.

The result was a desperate rush for crude by major consuming countries

L J
L4 .

Although the embargo commenced in October, the full impact was not felt ..

in the United States until Jamuary because of supplies in transit.

Since early February, the crude allocation progrem adopted by the Federal
.Energy Office may be.contributing significantly to the U.S. crude oil
shortage. This program provides e disincentive to U.8. refingrs, both spall

‘and lerge, to seek overseas crude for imnort into the U.S. This results



because ﬁndgr the program refiners who have elected to feduce imports of high
priced crude to give them below average crude aVa{lability are permitted to puy
lower priééd crude domestiéally. One company has insfitgfed é court challenge to
the ﬁrdgram. FMobil, on its part, is continuing its efforts to make iﬁported crude
available, in spite of the requirement to sell nearly 2,000,000 gallons daily of
crude to other companies. This is nearly 6% of our total availability of c¢crude

for our refineries.

2) Vhat is the:extent of the current shortege of petroleum products?

.

On the basis of projeﬁtions beforé.the exbargo began, we estimated that
the countrykwouid be consuming about 800 million gellons éf 2ll petroleum
products every Cay this winter. ?e estimate that the supplies available are . .“
only 700 million gallons -- sbout 100 million gallons afdéy‘(about 12-13%)
below the normel demend level. The reduction in petroleum supplies is enéirely
from imports -- a oqgfthird reduction in the total U,S. imports that would
havelbeeh,required. This import shortfall covers both crude oil énd finished .

products.

3) vhy are some greas shorter of gasoline than other areas?
B

There is no single answer to this question., The Federal Energy Oifice
reguired oil companies to supply azricultural users with their full reguire-
ments. Certain other classes of customers such as emergency and transportation

services receive preferential allocstions. The major portion of the shortage

is borne by service stations.

The preferential allocation to egricuvltural users is clearly essentisl to

- maintain food production, end has probably tempered the shortage in rurel
. . <
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areas. Furthermore, less long distance driving has probably reducéd the

demand by transients in the rural asreas.

-

M

Conversély, the suburban end urban areaé have géne:aliy been much tighter in
supplies. Shortages ha&e been‘papticularly severe in areas of fast p9pulation
growth,‘_sinceuthese aress do not receive any ﬁigher relative allocation than
sreas of more modest growth. Speed limits are ﬁormally low in more densely

populated areas, therefore, savings in gasoline ponsumption resulting from the

55 rph speed -1imit would also be less in these areas.

There are many other reasons. Iess vacation driving has resulted in less

demend in some locations on vacation routes. In some areas of the country,
withdrawal from marketing by some éompanies has élearly intensified locel
shortages. In suburban areas there is probably a virtually irreducible

ninimum requirement to meet established living and commuting patterns.

. When this level is reached, service station run-outs become widespread.

The Eederal‘Enérgy Office has the obligation to allocate products'be£ween
states. The FEO has moved to inﬁrease allocationskto the most critically
short areas.k This is being done by inventory drawdowns which are at
relati&ely low ievels and this will reduce future availabilities for the

higher driving spring end sumer periods.

%) Will the gasoline shortage get worse?

. We expect that as the peak driving months approach the supplies of‘gasoline

will hecome tighter. Historically, gasoline consumption has been zbout 4%

" higher in March than in Februery -- gradually increasing to about 15%

higher in July and August than in Febiuary.
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Refineries were maximizing heating oil in thé fall and winter to insure no

one went cold. With the help of a warm winter, this has been achieved.

r
In February, Mobil moved to maximum gasoline production. We believe most
other companies have. However, estimated industry crude supply availsbility
to refineries as reported by the Federal Energy Office for allocations are

only T6% of refinery capacity for the February through April period. Even

‘with every effort to maximize production, there vmay not be enough gasoline

" to go around.

If the gasoline supply situation continues to worsen, rationing would seem

a preferable solution to the increased disruptions now occurring.

-

5) What gasoline volumes will Mobil supply to California in March?

Mobil's crude runs have been limited to 76% of capacity by the FEO
allocations. On the‘basié of the allocaticn regulations Mobil had planned
to supply 67.5 million gallons of gasoline to California in March, fhis
would be equal to 94% of our March gasoline sales in 1972 and 91% of our. March

gasoline seles in California in 1973, and is based on an ellocation fraction

of 87% for gasolines. We ere now reviewing our supply program in light of

the récent 104 supplemental gasoline allocation given by the FEO to 28 states
in late February to determine if it will be possible to continue allocations
et the 87% level throughout March. Howefer, we will be able to supply diesel

fuels and heating oil on the basis of a 100% allocation fraction.
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6) Will emple suppl.es be available when the erbargo ends?

Mobil“is not in a positién to forecast the timing of the end of the

embargo, However, even at the end of the exbargo, the necessary tanker

voyagés will meen perhaps six weeks or more before crude can reach the
United States from the Persian Gulf and another week or longer before it

can be refined and moved to consumers.

.- We do“not know at what level the Kuwait and Saudi Arzbia Governments will

set future production levels. There are reasons to believe they will not

1allow production to increase to the levels required to sustain the growth

in oil demend that the world expeéiegced the past few yearé. These
countriés, and many of the other c;ude exportigg coﬁntries, may be unzble
to:spend the iﬁcome they would be receiving. ‘;urthermore,‘they nay waﬁt to
preserve some of their petroleum reserves for their income in future
generations, Kuwait; withvan average»?er capita income approaching that

in the United States, is reported to be considering a further production

cutback. o : .

With an end to the embargo, the current supply crunch will ease, but we do

‘not foresee a return to the virtually limitless supplies of the.past.

»

7) “Why have prices of oil risen?

s

The oil industry is subject to rigid price controls.
. ) L3

formulas, oil refiners are only permitted to pass on the increased costs of

domestic and foreign crude oils and to pass on cost increases on imported

products. Larger increases are not pernmitted.

Uhaer these control



P

The increazed cosfs o erude 65.1 are the primary. reason for the increased'
costs of p;‘-o_clucts; For exanmple, dwring 3.973 a typn.ca.l Pefsian.Gulf crude
increased from about $2.32/bbl to $4.83/bb1 by December. Further increesses
in 1974 of at least another $4/bbl have already occurred. U.S. crude oil |
production has also increased in price, ﬁndef price control formulas the
maximum pricé of nearly three-fourths of U.S. crudé- production is
established end now averages sbout $5.25/bbl. Tais level is about $1.00/bbl

higher than the level last summet.

In an effort to stimalate edditional production, some crude oil was freed

from price control by the Congréss and by the Federal price control

suthorities. This crude includes oil from very low production wells
(called stripper wells), oil from new oil fields, and oil from fields where

production has been increased.

- The demand for crude much exceeded supialy, and by December the oil vhich - -

was exempted from price controls increased to $l0.00/bbl or more. Congress

now has under consideration the roll back of exempted crude prices.,

In late 1973, the worldwide shortage of imported product led to even more
repid increases in the free market price of product than of crude. For

gxample » last summer heating oil cost 2U4¢/gellon in Rotterdam; by late

- Novenber the price had increased to over 70¢/ge11lon,

8) Are the major oil ccmpznies foreing the independents out of business?

Mobil has not and is not forcing eny independent out of business. Under

the sllocation procedures of the Federal Energy Office, Mobil is required to



sell’to 211 customers we supplicd in 1972. Moreover, while Mobil sells some

product dikect to customers, the grest majority of HMobil sales are through
' : L 4

independent distributors and service station dealers who are independent

businessmen in every sense of the vord.

9) Why has lobil closed down service stations?

Over the years, it has been iMobil's policy to close down seﬁice _'

‘stations that were no longer viable. For example, chénging traffic patterns

~or the construction of competitive stations made these stations unattractive.

*

In developing suburban areas and along new traffic arteries Mobil has

constructed new stations. In 1973 Hobil sold nearly T% more automotive

gasoline in the United States then we sold in 1972. R .

“*10) VWhy have the 0il company profits risen so in the past year?

Mobil can onJ.y si)ea.‘c for its own profits. In 1973, Mobil’s ‘profits did

increase by 47%, but the increase cceurred primarily from our operations

outside of the United States. Meny foraign.currencies increased in value. '
in 1973 and thus when expressed in dollars these earnings contributed

*significantly to Mobil's improved profit.

We believe the fairest means of asnalyzing earnings is in relation to the
shareholders' investment. On this basis, Mobil's 1973 earnings in the U.S. )

did not reach the level achieved in 1958 through 1970 as is summarized belows:



Mobil Return on Shareholders' Investment -~ 5

S

u.s. Foreign v Total
1968 | 0. B C 108
1959 10.8 S 10.9 | -  10.9
1970 102 12.0 10.9 .
1971 9.3 k2 ’ S
1972 g | L% R 1.5
1973 (estimated)  10.0 21.3 | 15.5

-

Reports prepared by the Federal Trade Co:nmissiqn indicate thé.t ~petroleum
- refining has earned a lower re’cu.rn,b‘o:ﬁ average, than the total of all

- manufacturing industries in the United States during the past 10 yyears.v ,

11) Vhy did the energy crisis hit us all at once =-- who vas responsible?

The Arab embargd triggered the petroleum shortage -~ bubt it has been

developing for several years. -

The fault does not lie with petroleum 2lone. Other forms of eneré;y used 1n
the country have peaked out or even declined in the la.ét few years. Coal, our
most a‘oimdant natural resource, has dropped in use over ‘Ehe past few sreé.rs-é

. . ‘ s

partl:,r because of environmentazl restrictions, pa.rtlv because increased costs
no longer made it economie to produce from some_minés. Low natural gas prices
stimulated consumption and discouraged exploration. As a result, natural ga.s; :
production has peaked out. Environmental considerations delayeé. nucléar pover
plants. As the economy grew, oil was called upon ﬁo mée’c virtually the entire
grbwthyin energy, and is now required to meet nearly half of our couhtry*s energy
reguirements. Pollution abatcment controls were furtaer increasing petroléum’

consumption. e




At the same time, envirommental pressures delayed the Alasken pipeline.  If .
it had been started when initially proposed, it could noy be supplying volumes

equel to nearly one~half of our current Shortage.

loratoriwms in 1959 and. 1970 on offshore exploration .on our continentel shelves

denied the U,S. of further supplies vhich would now be coming on stream.

It seems to us clear that the blame cannot be placed in any single place. The
bil,industry'warned of somé of the dangefs, 5ut did not foresee‘the‘magnitude
or the timing of problems that would be forthcoming. We believe the most
impo}tant single failure of the natioq has béen the absence of any consistent

Federal policy to ensure the adequacy of all energy supplies.

12) Does the United States have enough refineries in the U.S. to process our

crude?

'In terms of the crude oil availsble right now during the embargo, the
answer is yes. However, we do not have enough refining capacity for all the

crude oil we produce here, plus what we norrally import.

Assuming the Arab embargo is lifted, we expect demend for petroleum prdducts'
in 197k and 1975 to grow faster than announcedyrefinefy additions. Ve will

have to supplement imported products -~- as we have in the past.’

However, by 1977, the U.S. can begin to reduce its reliance on imported prodﬁct,
if we have stability of government Import and price policies and better public
scceptance of the fact that our nation's own best intérests are served whenh ve

are permitted to locate refineries close to market areas.



The shortfzll in U.S. refinery capacity hes resulted primarily from past U.S.
government; policies. lany areas outside the U.S. have welcamed refineries.

. r :
Some also had natural deepwater ports or have encouraged the construction of

superports to accommodate tankers far larger than can be handled at a.ny U.5 .

port.

To some companies, the atiractions of building refineries zbroad to supply
‘U.S, markets has been very great. As for Mobil, we have chosen instead to
expand our. refiﬁery capacity here at home to meet U.S; demand. In 1973 ,’w{.;-.

completed a new 160,000 barrel/day refinery in Joliet, T1linois.

" The new US energy _'poiicy announced iast April_ encourages locating refineries.
in the U‘..S'. by meking it economically advanta.g'ec;us to import erude oil rather
than finished products. 1In résponse to the new I;rogram, the oil industry has
a.nnounéed more than 3 mi]liop barrels/&ay of refinézy expansions, Mobil has
annoiﬁéed the; intention to mcrev than double the size of our .Pauls{:oro,‘New

J’ ersey refinery.

13) What is the longer range outlook for the U.S.?

The long lead time required for the development of energy resources will,
L : -

we believe, preclude any quick achievement of energy self-sufficiency.
Increased use of nuclear pover and our sbundant coal resources will provide

one means of increasing self-sufficiency. However, it now takes us seven to

eight years from planning to completion of a nuclear plant. Coal mines take

three to five years to complete.

The develoument of an offshore oil field may take five years from.‘ initial ‘

exploration efforts -~ and we, &s & nation, nave not as yet agreed to proceed

. .
with offshore exploration in sreas with potential such as the Fastern Seabocard.



Recovery of oil from the shale-o0il deposits of the West and produc‘cion'of

" S

synthetic oil from cozal will take even longer. Research and small-scale

plant operg.tion mu‘s/t yet be cbmpletéd Sefzﬁ-e a cémmer,cial plant ca;—l ﬁe =
constructed. It is unlikely that these sources of energy can make a signj.ficari‘c
contribu{ion to our needs beforé the mid-;nine;beeﬁ eighties. .

In this situation, we believe obtaining energy self-sufficiency by 1930 is

‘unréa.listic. Bven by 1985 R seif~éuf;f‘iciency may weil prove to be optimistic.

‘Clearly, the United States urgently reguires‘an energy policy that establishes
our goals within the framework of other national priorities. The petroleum
and other energy industries must have a steble régulatory climate with clear

groundrules established if they are to provide the investments which will be

needed to provide the reguired energy resources.

L A R e
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T,  Mobil Market Popition: Casoline -~ 8.6% Ko. 2 H.0, - 1¢  (est.)
i : - ,
II. }Mobil Retail Outlets (As of 32/31./73): Company Oimed/Leased 1372 (1)
caler Cined/lcased 872
Distributor Swpmlied: 8
Total 2252 -

(1)0f which 51 are lobil Operabed on &
salary basis-

-

III.. DNo. Of Mobil Stations Closed ITn 1973: 92 Annual Volume: 17,404 ,oo'o
Iv. No. Of lMobil Stations Opened In 1873: | 19 Annual Volume: 14,750,000

Last 6 Mo. 1973: 10

V. No. Of Hew Station Ovenings Exvected In 197h: L

~
-

VI.  Gesoline Sales Volume Mix: = 0GL Distributors ~ Commercizl
R Agriculture

VII, How Do Ve lMarket Heating 011 In The Stats?
1 Distributor '
L6 Consignees

»
»

VITI. Severity Of Gescline Shortzzes On Motorist

A, AAA FTuel Gansze Renortis

VWeek Ending

_ 1/20/ 7k WAL 2/10/7k 2/ 1Tk

¢, 0T Outlebs Stete U.S. Stete U.S. Stete U.S. State U.S,
Open Mon.-Fri. After 7om 55 bk b5 43 18 3 25. 28
Open Sat. After Tom 56 L3 39 38 16 28 21 26
Open Sundey. | 30 1k 25 % 23 12 W1
Limiting Parchases 15 19 16 22 28 .28 24 29

Out Of Fuel , 1 3 3 6 8 10 5 10
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- @.  How is Mcbil reguired to allocate produch?

A. 1. Allocation of erulde is the first step in the Ivandatoz-y' Program. Crude -
supplies are adjusted through obligatory sales so that 2ll refiners
are o:p‘efating at nea.rly the same percentage of refiding capacity. For
February through April of this year, the indicated operating level
is about T6% of capacity, Because Mobil completed a new reflnery at

Joliet , I1linois, in 1973 5 Mobil crude runs for the four-month period

m.ll be about the same as in 1972,

2. The second step in the allocation process ié t?e’cerminatién of the pro-.
cluét mix which the refineries will préduce; The F.E.O. has nobt e;éercisea
this authroity: Mobil is now opei‘ating ‘on a maximm gasoline made.

3. The ’allbckationkof refined product availeble is calculatéd baged the

| priorities established by F.E.O. Agricultﬁral customers and theAmilitazy
are to be sunpl:.ed 100% of thier current requ:xremnn'bs. §:9 Sta’ce set~
aside of 3% (gasoline) - 4% (d:.stlllates) of supplies available is made

- each month. Other custormers (e.g. emergency services, energy production, .
sanitation, telecommunication, transportation, trucking) receive an
allocatioh based on current requirements. Other customers, 1nclud_1ng
service sta...lons, receive an allocation based on pu.rcha.ses for the corres-

ponding month in 1972.

ly,  The ajloca.tion fraction used to determine a‘ck:ustomers allocation is
arrived at by subtracting from the total available supply (1) total
wilitery requirements, (2) total agricultural requirements, and
(3) state setaside volumes. The net remaining supply total is divided
bir the total maximm volume subhorized by the FEO (less agriculture
and militery requirements). The resulting percentage is the allocation

: . vu e =
fraction used to calculabte & custeomers monthly 2lloecation ol iuel.



N

2.

An example of a service station calculation for March is provided

below:
Base :
Period Allocation Allocation Allocation Monthly
Product Volumes(l) x Level(2) = Requirements x Fraction(3) = Allocation.
Gasoline 20,000 - 1005 20,000 . 0.87 17,%00

(1) Base period = March 1972 ‘
(2) Set by FEO - : . ’
(3) Available supply divided by meximum volime auﬁhorized by FEO

-

-

‘ There are pi'ovisions lfor the 2llocation level to be adjusted if there are

wnusuzl growth or hardship cases.



( R | | CALIFORIIA

.
| ATTOCATION FRACTION
CASOLTIE ~ HEATING OIL DIESEL
February - . S 87 ) 1004, . ‘ 95%
March ‘ ' 87 (1) 100 : 100
.. VOLUIES 1OBIL SUPPLIED TO THE STATE . .
030) R
| o  GASOLINE fEATTHG OTL DIESEL
February 1972 - | 66,294 551 13,811 -
‘February 1973 ' e : 64,334 , Lo - 7,343
Mereh 1972 Actual CoTL,T y9 13;405
¥erch 1973 Actual e Th,365 43 | 75525
March 1974 Allocetion - 67,465 500 12,453

[d

(1) Ve are now reviewing our supply progren in light of the recent 107 supplementel
gasoline 2llocetion given by the ¥EO to 28 states in late February to determine
if it will be possible to continue allocations &b the 875 level throughout March.

.

TR L e o s e e e, e S i,



.«t : - i

Eost of Pockies

In 1972, licbil sold 5.2 billion gallons of gasoline and 3.1 billion
.- ; . \ :
gallcens of éisbillatc. This inereasz2d in ;973 to 5.6 billion gallons of
gasoline and 3.2 billion gallons of distillate.

Mobil opzrates in all States ecast of the Rockies with‘minimal coverage
ih ¥Mississippl and Alabama. -
¥iobil supplies fhese areas irom refineries at Eeauéont, Faulszboro,

_ Buffalo, August and Joliet - Fast Chicago. Input to these’refineries
consisté of & combinaticn of crude delivered in from Canadian, south American,

African and }id-East sources plus domégtic United States crude and gas

liguid production. - ) )

Prodﬁct is moved from theée refineries in the largest econonmic bulk
shipuents possible to intermediate redistribution points yhere again
reshirments are made in the ldrgest quaﬁtities possible and so on to ninimize
“freight, handling costs and ihventery throughoubt the distribution systen.

Dxample:  Bezumont loads tankers of 10 million gallon capacity for
delivery to New York, Product is pumpéd ashore and reloaded into barges
of L l/h nillion gallon capacity and delivered to the Brooklyn terminal
uhere it is loaded into 3,000 gallon capaciiy trucks for delivery to Kew
Yprk City =ervice staticns, | |

The tronsportation Tacilities used consist of a fleet.of ownzd and
chartered tanlers and barges, tank cars, trucks and common carrier pipeline.

Iobil uses 217 lcading tranzshipment termiral sources of su

ply Bast

»
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Viobil's tankage facilities and reserves Tast of

follows:

Gross Tankage
Aveilable Tankage

1972 Sales
Annual Turnover

Peak Monbth Demand
Days ‘Reserve - Tankasz Full
- Tonkage 507 Full

(}Dbls)

Gasoline

17,211
15,490

3,809
8 Times

12,381 .-

37
18

the Rockies are as
L

(1Bbis)
h]utl11 te

26,722
24,050

73,809

3 Times

11,071
65
32 -

Distribution Facilities -
February 26, 1974



of VWashingbon, Oregon, Idaho, Calilorniz, Ne&ada, Utah; Ar;zona and
Alasia,

In 1972, iiobil sold 1209 million gallons of gasoline and 400 million
gallons of distillabe throughout the West Coast area, In 1973, the
gasqline ?olumc increased to 1253 million gallons and the disbillate
declined slightly to 360 million gallons.

| HMcbhbil supplies these demands from refineries at Torrance, California

»

and Ferndale, Washington. Inpubt to these refineries consists of a

conbination o foreign and domestic crude and gas liouid production.
Product is moved from these refireries primarily through common
carricr pipeline systems and soze chartered merine equipment. Redistribution

'y

from terminal sources is nmade by a combination of ovmed and hired truck.
lobil uses 34 loading/transshipment terminal sources of supply
in the Vest Coasbt area to :eceb these customer denands.

Mobil mainbtains the following tanhage and reserve position in the

WVest Coast area.

(1Bols) (1Tbls)
Gasoline Distillate
Gross. tankage : 3,561 1,552 -
Available tanxege 3,205 1,397
1972 West Coast sales 28,786 9,524
Annual Turnover @ tines T tines
Peak lonth Demand 2,579 1,200
Days Rescrve - tanlase full 33 days Wb gays ,
tankage 50% full 16 days 22 days /

Distribution Facilities
February 26, 1974
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CALIFORNIA

" Mobil's primary source of product to meet Califorﬁia demands
is the Torrance Refinery in the Los Angeles Basin.

'From‘Torrance, product is moved by Mobil, Southern Pacific and
San Diego Pipeline systems to terminals in Southern California and
into Arizoné.

The second main source for product is in Qakland area vhere

product is shipped via Southern Pacific Pipeline to terminals in

Central California and Vestern Nevada. froduct is also barged nortﬁward
to Eureka and Crescent City where itiis redistributed by’truck to
Rbrthern1California and Southern Oregon custoners.

Eakerfield and Fresno séurces supply customers in’the San Joaguin

Valley and into Vestern Hevada.



Crescent City

"LIGHT PRODUCTS DISTRIBUT]ON FLOW MAP

California

| So. Pac. P/L .
|t -~ o

@- Refinerles

Q Teminal Spurces

METHODS CF DELIVERY

s e Pipgline
SR Tanke[
l‘ll.lll Barge

Fresno v
’ | \\So.“ Pac. P/F.
i\
\
Qﬂﬁﬂ. Bakers'ﬁeld

0

© Las Yegas '

Sen Diego P/L \
\
Missien Volley ';...\:3

.
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CALIIORITL

(1iBols) ‘ (1Bbls)
‘Gasolins Distillate
¢ludirg; forrance. Tankarse
Grocs Tankage 1,021 - - 2ok
Available Tankage ‘ 219 _ 202
1972 Sales 20,713 , 3,919
CAnnual Turnover 23 times ' 19 tinme
FPeok lionth Demand : 2,074 78k
Days Reserve ’ 13

. 7

“

Including Torrance Tan-amsy

Gross 2,558 653
et 2,302 615
1972 1_ g ‘ 20,743 3,919
Annu al Turnover 9 times Y times

.

¥Torrance Befinery also delivers oproduct into Arizona and Kevada



EXCERPT FROM JACKSON, MISSISSIPPI, FUNDRAISER (11-15-73) Q and A

0O Locking at another side that California has led the field,

in September of 1972, the Rand Corporation published a report they
had prepared for the California State Assembly called "California's
Electricity Quandry...Slowing the Growth Rate”, a tax free series

on California’s Energy Problems. Contained therein was a series

of recommendations, such as revising utility rate schedules, provid-
ing minimum efficiency standards for appliances by virtue of state
law, shifting a greater part of the energy burden to solar, and
upgrading buildings, etc. First off, what has the legislature done
to implement those recommendations?

iy Well, I can't actually recount at this time, out of some 1,200
bills that were passed in the last session, 756 of them in the last
48 hours....

Q That’'s par for the CcOurse,...

A T don't know....administratively, we have been conscious of the
energy crisis for guite some time. I have to tell you that some of
our legislative leadership out there, up until just recently, were
not taking it seriously; they were out being a little demagogic,
making big statements that the whole thing was a phoney, devised

by the oil companies and so forth, and that there wasn't really a
crisis.

We've had briefings at governor's conferences before by experts
and we were convinced {I think most governors were) that the energy
crisis was for eal, and we know it's for real in California. We do
have some plans going forward, and we think that many of those
things that were proposed are long needed and long overdue, eg.,

better insulation of houses tc minimize heat waste,
-



If there's one thing in the energy crisis that we've learned,
it is that if vou had a bar this wide (demonstrated) going across a
chart, indicating how much of the natural rescurces it took to
produce, or how much electricity came out ©f those, you would find
that the bar would be this wide (demonstrated) in natural resources.
It would only be half that wide for the actual energy you’re getting;
the other half is waste~-~the waste of heat resources, etc. An
atomic power plant uses hundreds of millions of water a day for
cooling, and then that beoiling hot water is allowed to cool and go
to waste., Couldn't that heat energy be applied?

The most extreme example of what could be applied is a town in
Sweden near the Arctic Circle, Here is a town with an atomic power plant
in a cave underneath the town, which uses that hot water piped into
the homes and the business structures of the town. They don't have
to have furnaces and they don’t have to burn oil, ceoal or gas. They
heat themselves with the hot water that was used for cooling the
atomic energy plant.

Q Klamath Falls in Oregon uses geothermal energy in their schools
and apartments up there,

A Yes, we have experimented. We're producing power from gecthermal
sources in Czlifornia, and are exploring a whole new field down on the
desert (Imperial County).

Q Do you think the prospects are geood for completing that program
down there and bringing that electricity on up?

A Yesg, I am fascinated, also, with the development of solayr

energy. 1 think that that has been a long-neglected field,
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Q Do any of the state universities have any major programs to
move forward in that area?

A Yes, they're working in connection with us on that, on the
research end of it, It isn’'t all as easy as just simply finding a
hot spring, and saying this will work. For example, we find some
of our geothermal fields contain too many minerals in them. There
ris ne metal used today that would not create a problem of corrosion

in pipes, pumps, etc. It would be impossible to use them.









