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94rm ConGrEsS - | SENATE | { RierorT
13t Session : No. 94-179

AUTOMOBILE FUEL ECONOMY AND RESEARCH
~ AND DEVELOPMENT ACT OF 1975 3

JUNE 5, 1975 —Ordered to be printed

Mr. MacNuson, from the Committee on Commerce,
submitted the following

REPORT

together with ‘
ADDITIONAL VIEWS
[To accempanyfs. 188371

The Committee on Commerce, having considered on original bill
(S. 1883) to comnserve gasoline by directing the Secretary of Trans-
portation to establish and enforce mandatory fuel economy perform-
ance standards for new automobiles and new light duty trucks, to
establish a research and development program leading to advanced
automobile. prototypes, and for other, purposes, reports favorably
thereon and recommends that the bill as reported do'pass. =~ =

Summary aNp PURPOSE

The bill amends the Motor Vehicle Information and Cost Savings
Act by adding two new titles as describéd below: - I

1. The new title V of the Motor Vehicle Information and Cost
Savings Act would establish a mandatory fuel economy standards
program within the Department of Transportation. The 1980 goal
of the program would be to increase by 50 percent over 1974 models
the average fuel economy of new passenger automobiles manufactured
for sale in, or imported into, this country. A 100-percent improvement
would be the goal for model year 1985. The Secretary of Transporta-
tion would be authorized, with the consent of Congress, to adjust the
1980 and 1985 goals up or down to the maximum feasible levels. A
mandatory fuel economy standards program would also be estab-
lished for light duty trucks, but light duty trucks would not be subject
to the 50- and 100-percent improvement goals for model years 1980
and 1985. Standards for these vehicles would be set by the Secretary
of Transportation at maximum feasible levels.

38-010 1
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The standards would apply to a manufacturer’s average annual
prothiction, leaving the manufacturer maximum flexibility to meét
the standards. Civil penalties would be imposed on manufacturers who
fail to achieve these standards, but these penalties could be waived
or modified. A fuel economy labeling program for new cars and new
light duty trucks would also be required.

2. The new title VI of the Motor Vehicle Information and Cost
Savings Act would create an automotive research and development
program within the Department of Transportation (coordinated with
the Energy Research and Development Administration (ERDA))
to develop production prototypes of advanced automobiles which
would have high fuel efficiency while complying with Federal
requirements with respect to emissions, safety, and any other require-
ments. This program is designed to develop from the ground up auto-
mobiles that meet all government requirements in the most economic
way. The present approach of government performance regulation
and industry patchwork response would be replaced by a systems
approach to the development of a car of the future.

BAackeroUND AND NEED

The United States is a Ndtion that relies heavily on petrolenm, con-
suming more than 17 million barrels a day, or more than 6 billion bar-
rels a yvear. At presemt, more than one-third of this oil is imported,
representing an annual.outflow of more than $25 billion. A significant
fraction of these imports, roughly 20 to 25 percent, is from the Arab
nations of the Middle East. Increasing our dependence on the Middle
East for oil, which. seems inevitable if current consumption patterns
persist. is an open invitation to use that oil as a political weapon. We
bave already experienced one embargo, and not-so-veiled threats of a
second embargo have recently been raised by some Arab spokesmen.
- Of .equal concérn is the fiscal drain on the American economy
created by high-priced oil imports and the resulting outflow of U.S,
dollars. This drain has contributed to the highest rate of inflation in
decades, helped tip us into the present recession, and is now interfer-
ing with the recovery from that recession. These pressures are felt by
many other nations as well. T : -

.- 'While the débate over many aspects of national energv policy con-
tinues, there is agreement that energy conservation must be a key ele-
ment of that policy. The issue is, thus, not whether to save energy, but
how best to-do it: - et o o

' The automobile stands out as the single largest end user of petro-
leum, accounting for nearly 40 percent of present consumption. This
amounts to. approximately 6.5 million barrels a day, equal to the
amount of oil we are presently importing from other countries. His-
torically, gasoline consumption by automobiles has grown at an aver-
age annual rate of 4.9 percent, corresponding to a doubling of gaso-
line demand every 14 years. The improvements in fuel economy called
for in S. 1883 will lead to an overall reduction in gasoline demand
and, within a few years, save consumers billions of dollars in gasoline
costs. L : ~
Clearly, the automobile has been a major influence on 20th century

-
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America. The mobility it offers has shaped our economy, determined
where and how we live, and it has become almost a necessity for most
Americans. At present, there are more than 100 million automobiles
registered in the United States. ‘ ‘ ‘

Not only is the automobile the prime user of petroleum, it is also
a major contributor to accidental death, air pollution, and resource
depletion. While no one doubts- that automobiles will remain an
mmportant element in our national life for many years to come, it is
also clear that significant changes must occur in the way Americans
use energy, and no area requires more careful attention than the
automobile. Mr. John R. Quarles, Deputy Administrator of the En-
vironmental Protection Agency, described the situation very well
when he stated: “If we are unwilling to face up to the problem of
the automobile, we might as well forget about the goal of energy
conservation.” o , ”

Facing up to the problem of the automobile means, at the very least,
providing the technological base now for mass producing of cleaner,
safer, and more fuel efficient cars in the 1980s and beyond. In this
context it 1s important to note that the President recommended only
$10 million for automobile research and development in fiscal vear 1976
within ERDA. This contrasts sharply with-the $38 million budgeted
for NASA to reduce the fuel consumption of aircraft. Aiveraft pres-
ently use less than one seventh of the amount of our liquid fuels that
automobiles.do. .- o —— ;

The President’s recommendation glso stands in sharp contrast to
the Congressional Energy Program’s cal] for A intensive research
and development effort designed to develop production prototypes of
low-polluting, energy-efficient automobiles. that meet required safety
and emission standards. The Congressional Program would be funded
at a level of several hundred million dollars over the next few years.

- Finally, while both the President and the Democratic Policy Com-
mittees of the House and Senate have called for fuel economy gains
by 1980, the President’s program wounld rely on voluntary sction by
the auto industry to achieve a 40-percent.improvement over 1974 levels.
The Congressional Energy Program recommends a mandatory fuel
economy improvement program, with its much greater certainty of
fuel savings, and calls for at least a 50-percent fuel economy improve-
ment-by 1980. ‘ B B

¥

| Descrreriox .
~ TITLE I—AUTOMOBILE FUEL ECONOMY
1. FUEL ECONOMY STANDARDS

.T}le ;Secret@ry of Transportation is directed to establish yearly
minimum national. fuel economy performance standards, applicable
to each manufacturer’s average production of new automobiles or
new light duty trucks, as appropriate. The standards would apply to
model vears 1977 through 1985. , ' ; T

Standards for automobiles would be set to achieve at least a 50-per-
cent improvement in the industrywide new. car fuel economy average
by model year 1980 relative to 1974 models '(i.e., at least 21 miles per
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gallon, based on the 1974 new car fuel economy average of 14 miles
per gallon), and at least a 100-percent improvement by model year
1985 (i.e., at least 28 miles per gallon). If the Secretary of Transpor-
tation finds that these goals should be modified because they cannot
reasonably be attained, or could reasonably be made more stringent,
the Secretary is authorized to modify these goals. Such modified goals
would take effect 60 days after notification of the Congress, subject
only to a resolution of disapproval by either House. B ‘

Light duty trucks would not be subject to the 50- and 100-percent
improvement goals, but would be subject' to minimum average fuel
economy performance standards set for each model year at the maxi-
mum feasible level by the Secretary. 3 )

Each manufacturer (including an importer) is requireéd to produce
automobiles or light duty trucks, as appropriate, which on the average
conform to or exceed the applicable fuel economy performance stand-
ard specified for each model year. Each indjvidual automobile or light
doty truck would not be required to meet the standards, ’only the
average of all automobiles, or light duty trucks, as appropriate, pro-
duced by the manufactuyrer. Thus, automobile manufacturers would
be given maximum flexibility to vary the mix of small and large cars
and introduce technjcal improvements in order to measure up to
the  standards, h v

If a manufacturer failed to meet the required average fnel economy
standard, the manufacturer would be liable for civil penalties of from
850 to $100 per automobile or lght duty truck, as appropriate, for
each mile per gallon, or fraction thereof, by which the average fuel
economy of automobiles or light dutvy trucks manufactured or im-
ported fell short of the applicablestandard. .

The Secretary could waive or modify a civil penalty (a) to the ex-
tent necessary te. prevent inselvency or bankruptcy of a manufacturer;
(b) when acts ‘c&f God, fires, or strikés prevent the attainment of an
applicable fuel geononiy standard; (¢) to prevent the substantial
Jessening of comipetition within the automobile or light duty truck
industries: (d) when a manufacturer demonstrates to the Secretary.
that if such & nenalty were paid the manufacturer woiild lack sufficient
capital and the abilitv to attract sufficient capital to manufacture
automobiles or light duty trucks, as appropriate, that would meet
future fuel economy standards at compatitive prices; and (e) ‘when
a. manufacturer demonstrates to the Secretary that despite a good
faith effort, the manufacturer failed to meet the apvlicable fuel
economy standard by reason of an unanticipated sales mix.

2. FUEL ECONOMY LABELING AND ADVERTISING

Tach manufacturer would be reanired to affix in a prominent place
on each new automobile or new light duty truck, as appropriate, a
sticker indiceting the fuél economy which a purchaser could expect
from such automobile or light duty truck, and the estimated average
annual fuel costs associated with the operation of such vehicle, Infor-
mation regarding fuel economy and average annual fuel cost would
have to be eontained in designated types of advertising by direction of
the Federal Trade Commission.

-
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3. RELATIONSHIP TO STATE LAWS

States or political subdivisions could not adopt standards for fuel
economy or fuel economy labeling and advertising which are incon-
sistent with the provisions of this Act. '

4. REPORT ON 55 MPH SPEED LIMIT

The Secretary is directed to prepare a report on the 55 mph national
maximum speed limit now in effect. The report, to be completed within
180 days of the enactment of this Act, would include an examination
of the extent of compliance, potential gasoline savings, and the
feasibility of requiring the installation of speed-limiting devices on
all new automobiles, new light duty trucks, and other new motor
vehicles. R *

* 5. REPORT ON MILES-PER-GALLON METERS ,
- The Secretary is required to report within 180 days on the feasi-
bility of a requirement that each new automobile and 11 ht duty truck
be equipped with a fuel flow instrument reading direct%y in miles per
gallon to make it possible for the cost-conscious motorist to modify
his or her driving patterns to get better fuel economy. ' :

TITLE II—AUTOMOBILE RESEARCH AND
S DEVELOPMENT -

1. ADVANCED -AUTOMOBILE PROTOTYPES

Title II contains an automotive research and development program
similar to that included in the National Fuels and Energy Conserva-
tion Act passed by the Senate in the 93d Congress. It would establish
within the Department of Transportation, in coordination with
ERDA, a program to develop production prototypes of advanced auto-
mobiles which represent.the maximum practicable fuel efficiency at-
tainable, consistent with environmental, safety, and damageability
requirements. Under this program, the Secretary of Transportation
would be authorized to provide up to $175 million for DOT in-house
programs and contract funds, and to guarantee loans (up to $175 mil-
lion total indebtedness) to support research and development pro-
grams likely to contribute to the development of advanced automobiles,

2. VEHICLE CERTIFICATION BOARD

The Low-Emission Vehicle Certification Board would be authorized
to issue or deny certification of demonstration vehicles. The Board, in
conjunction with the General Services Administration, would estab-
lish a system of guidelines for Federal Agency procurement and use
of automobiles so certified. ,

: 3. PATENTS

The patent section is essentially identical to that in the Federal Non-
Nuclear Energy Research and Development Act of 1974, except for
the addition of mandatory licensing of background necessary to im-
plement the technology developed under this Act.

8. Rept. 179, 9412
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AxaLnysis oF THE IsSUES
A, I8 THERE A NEED FOR MANDATCORY FUEL ECONOMY STANDARDS ?

The goal of this legislation is to make available to the American
public the most fuel efficient new-car fleets compatible with safety,
damageability, and emission standards. Mandatory standards for aver-
age new car fuel ‘economy will provide a far greater degree of cer-
tainty with tegard to fuel savings than fuel taxes, taxes on cars, or
any other policy currently being assessed: At a time when U.S, oil im-
ports are approaching 40 percent of consumption, such certainty must
be considered essential: Calculations by DOT of the likely impact of
the fuel économy standards mandated by S. 1883 indicate that 225.-
000 barrels per day of petroleum could be saved in 1977 relative to
1975. These savingswould increase to 780,000 barrels per day by 1980,
and to more than 2,000,000 barrels per day by 1985, This latter figure
is roughly ohe-third of éitrrent imports and representsian annual siv-
ings of over $8 billion at current prices. It also represents approxi-
mately the entire flow 6f oil expetted from the Alaska Pipeline. These
fuel‘shvings would intrease even more in the period beyend 1985, and
would be considerably greater if historic growth patterns for gasoline
consumption persist. | L ’ R

The fuel economy standards approach adopted in this legislation
leaves maximum flexibility to the mannfacturer to meet the standards.
This should result in a more diverse product mix and wide consumer
choice. In meeting the fuel economy standard applicable to any given
model year, one manufacturer could choose new technology, another
could choose to shift more rapidly to lighter weight vehicles, and still
another coyld chopse some combination of the two. N

" A qiestion raised” at the hearings ‘was whether the fuel economy
improvements required by the bill could be achieved -via voluntary
action By the automobile industry. The President has called: for such
a voluntary fuel economy itnhprovement program. Unfortunately, the
President’s program has several deficiencies : ’ i

“(a) Tt calls for only a 40-percent fuel economy improvement in
model year 1980 relative to 1974; reducing the firel savings that could
be attainetl through S. : This reduction would amount to 55 mil-
Jion barrels in 1980 and to at least 100 million barrels in 1985. (b) The
President’s program would unnecessarily freeze automobile emission
standards for the next 5 years at current California standards for
hydrocarbons and élirbon monoxide; and at the current 49-state stand-
ard for nitrogen oxides. This freeze would ostensibly be imposed in
order to meet the fuel economy improvement target. Technical data
available to the Committee clearly refutes the need for such a freeze.*
(¢) The so-called agreements provided to the President by the auto-
‘makers ate highly qualified, and legally tnenforceable. -~

The voluntary approach thus offers at best a lower level of fuel sav-

ings in exchange for a higher level of pollution. In fact, there is no

_1Ree, e.g, Potentiol for Motoy Vehicle Fuel Economy Improvements: Report to the
Congress, U.S. Department of Transportation and the U.8, Environmental Protection
Agency, October 24, 1974: Potentiel New Car Fuel Economy, U.S. Federal Energy Ad-
mintstration, November 1874 ; Hearings before the Committee on Commerce, SRerial No, 93~
128, pn. 77-100, 830-352 ; Hearings before the Committee on Commerce, Serial No. 94-8,

v, 304—308;
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basis for believing Congress will freeze automobile emission standards,
and therefore the voluntary approach does not represent any commit-
ment at all by the industry. ,

Despite the overwhelming need to achieve maximum energy savings,
there is no certainty that the voluntary actions of the auto industry
will achieve the required goals. Some examples of past auto industry
performance might serve to explain why the Committee has thought
1t unwise to follow President Ford’s voluntary approach in this crucial
energy conservation area.

1. During 1972 and 1973, the Environmental Protection Agency
initiated proceedings to determine if relief was to be granted to the
automobile manafacturers from the original statutory emission stand-
ards for 1975 automobiles. Without exception, each of the major auto-
makers characterized the catalytic converter (the device chosen to meet
the standards) as deplorable technology. In fact, in April 1973, Gen-
eral Motors testified that “the prospeet of an unreasonable risk of
business catastrophe and massive difficulties with these vehicles in
the hands of the public must be faced.” GM warned that conceivably
a complete stoppage of the entire produetion could occur with a “dis-
tinct possibility of varying degrees-of interruption with sizable dis-
locations.” : S e L

Yet, after EPA had made its decision to require catalytic converters
in 1975 in large numbets, GM made what appears to be a complete
about-face. In testimony. before the, Senate Public Works Commit-
tee on November 5, 1973, Edward Cole, then president of GM, urgedﬁ
the Committee to retain emission standards s_uﬁi@ent 10 | réqitire
catalytic converters in substantial dégree. GM’s sudden enthusiasm for
catalytic converters apparently was justified as 1975 model automobiles
now get some 14 percent better fuej economy than 1974 models, with
increased emission control as well. -

2. In the early 1960’ California had a law which stated that as'soon
as two emission control devices were certified, installation was manda-
tory in the next full model year. In 1964 two devices were certified,
but two of the major U.S. automakers told California they wouldn’t
be able to install such devices before model year 1967. California in-
sisted on compliance with its law and emission control devices were
successfully installed on model year 1966 cars. - = v

Another reason for rejecting the Administration approach isthat it
does not demand high enough levels.of conservation. A mumber of
studies, including those of A. D. Little, DOT/EPA. and the FEA
have all indicated that a 40 percent and more new car fuel economy im-
provement can occur by 1980 with little or no delay in implementation
of presently mandated environmental and safety. standards. The auto-
mobile industry’s position has been that it can make a 40 percent im-
provement by 1980, but only with a 5-year moratorium on environ-
mental and safety standards. - - SRR : Co

The same story can be told with regard to almost every other re-
quirement that has been placed on U.S.-made antomobiles. Clearly,
more can be done than the auto industry has been willing to agree
to do voluntarily or concedes can be mandated. o :

The auto industry may also perceive economic disincentives in pur-
suing a voluntary.program too diligently. This is because, historically,
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the biggest and least fuel efficient cars have been associated with the
largest profits. The situation was summarized as follows in an article
which appeared in the Consumer Guide 1974 Car Preview:

Like the other auto makers, Ford is anxious to keep sales
of its big cars at peak levels. Big cars are where the money is
made. Estimates indicate that an auto manufacturer makes a
profit of from $200 to $250 on each big car sold. As the size
of the car, and its sales price gets smaller, the profits shrink
too. Small cars such as the Pintos and Mavericks bring in an
income of about $100 to $150 per unit. With this spread in
profitability, it is no wonder that the auto companies continue
to boost their big cars in the face of the small-car revolution.
‘Ford has done a better-than-average job in keeping a favor-
able balance between the big and small cars it sells. While
it has been making news with the introduction of the Pinto,
Maverick, and Mustang, Ford’s LTD’s, Marquis, and Mark
IV’s have been strong in the sales rankings too. This is in
contrast to Chrysler and American Motors, where the smaller
“cars have taken a much larger shars of company output, and
a8 a result decreased profits these companies might *Eaveex-
perienced had bigger products been pushed harder.

Thus, while there hag been some movement toward better mileage,
whether it will be given a high eﬁpuigh priority year after year, lies
at the heart of the need for this legislation. This concern was cited by
several witnesses before the Committee, including people with intimate
knowledge of the automobile industry, such as Leonard Woodcock,
president of the United Auto Workers. In his March 13, 1975 pres-

entation to the Comniittee he stated: .

For too many years the UAW has pointed out that the
big three auto companies have followed a marketing strategy
based on cars that are too large, too expensive, and that use

‘toomuch fuel, We urged that policy bechanged. S

-‘However, these manufacturers preferred to pursue short-
term: profit’ maximization, and paid little attention to the
real needs of the American publie, including environmental
and conservation considerations. QOccasionally, short-term
goals have resulted in greater emphasis on fuel economy,
especially by producing smaller cars, and the present concern
over gas consumption may have precipitated such a period.

In the past, such activities have been short-lived—the
“small” cars get progressively bigger and heavier, the only
reduction is in fuel economy, so that now we cannot rely upon .
mere assurances, or voluntary commitments, from these com-
panies, Federal fuel economy requirements are meeded in
order to assure that national fuel conservation goals will be
met. (Emphasis added.) '

Another person with intimate knowledgs of the industry, Dr. Peter
Huntley, vice president of Orshansky Transmission Corporation,
stated in a written submission to the Committee :

Our close contact with the automobile industry over a num-
ber of years has brought us to the conclusion that a significant

9

reduction in gasoline demand can only be attained by means
of legislation.
In addition, market forces to which the industry says it is responding
may not be strong enough to bring about the necessary fuel conserva-

tion which a national energy policy demands. Experience has shown.

that public reaction to higher gasoline prices has not been sufficiently
strong to persuade the auto industry to make an all-out effort to mar-
ket fuel-efficient automobiles. Although data is sketchy, DOT has
estimated that a 24-cent increase in gasoline prices by 1980 will increase
the fuel economy of new cars by only 0.3 miles per gallon in that model
year. Thus the cross elasticity between gasoline prices and the fuel
economy of new cars is very low, and confirms the fact that lifetime fuel
costs still have too little effect on consumer automobile purchasing
decisions.

Finally, it seems clear that in the absence of alternatives, people will
continue driving their cars, and the time to achieve gasoline savings is
when the ear 'is%uilt, Without mandatory fuel economy standards the
United States will become more vulnerable in the future than in the
past as U.S. oil resources peak out and decline in annual production.
The establishment of fuel economy standards for the next 10 years cre-
ates the necessary climate for investment in automotive technology
leading to substantial energy conservation. ' " ‘

B. IS THE FUEL ECONOMY GOAL FOR MODEL YEAR 1980 REASONABLE?

Automakers frequently point out that “emission control reduces fuel

economy.” However, as EEA points out in their February 1975 report

entitled “Automobile Emission Control—The Technical Status and

Outlook As of December 1974.”: .
Acceptance of such a cliche ag an indisputable fact could

- lead to erroneous conclusions about the capability to simul-
taneously achieve improvements in emissions and economy..

EPA further statesthat: ‘ ' IR I

At a fixed emission level fuel economy is a function of the R

- usage of fuel efficient control technology. -

‘ and concludes that:

- = “There is no inherent relationship between exhaust emission
- .. standardsand fuel economy. . . . .

- 'Fhe éssential point is, given an adequate commitment on the part of
- the automobile industry, thé 21 mile per gallon industrywide average
- set-as a goal for model year 1980 (50-percent improvement. over 1974 )
can be iachidved with any of the hydrocarbon and carbon;menoxide
‘emission standards currently under discussion, and at most; with.only

slight relaXation ¢f the statutory nitvegen oxide.standard. Whether
any relaxation is necessary is far from clear, a3 was poiritéd out in'a

- Federal Energy Administration study prepared-for -the Committee

this past fall. This study considered the potential for medel-year

. 1980, fyel "economy improyements under ‘the ‘assumption ‘that full

1

_statutory emission standards will be implemented in 1978, Tt specifical-

1y considered two sales mix scenarios for 1975 through 1980 current

=
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production split maintained (case 1), and small car production at
current maximum capacity (case2).

The study concluded that up to 21 miles per gallon could be achieved
as a new car fuel economy average in 1980 under case 1 assumptions,
and up to 22 miles per gallon under case 2 assumptions.

Also, Gould, Inc., a catalyst manufacturer, has stated in a written
submission to the Committee that its nitrogen oxide catalyst

. . . does not in itself affect fuel economy.

Gould also presented fuel economy and emissions data for a 1975
Vega both in stock condition and equipped with Gould’s dual-catalyst
system, and reported that the Gould-equipped vehicles met the statu-
tory standards with no fuel economy penalty.

In addition, a DOT/EPA. report ? estimated that up to a 63-percent
improvement in new car fuel economy could be achieved by 1980.
This 63-percent gain was based upon maximum technological improve-
ment through 1980 (weight reduction, aerodynamic drag reduction,
transmission improvement, engine resizing and optimization) and a
moderate shift in sales mix to 35 percent large and intermediate cars,
and 65 percent compact and subcompact cars. Such a shift is within
the curretit capability of the auto industry.® By calling for a 50-per-
cent improvemeént, this legislation provides ample cushion for unfore-
seen contingencies.

The critical questions then become: (1) is the capital available to
the automobile manufacturers to finance the necessary improvements,
and (2) what will be the consumer purchase costs for the improved
vehicles, and are such purchase costs reasonable in exchange for the
fuel economy, clean air, and other long term benefits that would be
achieved ?

The first question is explicitly addressed in Panel Report No. 5
(Ecpnomics Panel Report), prepared in support of the joint DOT/
EPA Report to the Congress. This regort considered four specific fuel
economy improvement scenarios, and produced estimates of the re-
quired industrywide annual investment costs. These estimates, and the
associated fuel economy improvements are listed below :

Perchgxt gain in MPG (1980 versus 1974) :

$10, 000, 000
33 ’ = 3 204, 000, 000
43 L i n 175, 000, 000

The reported bill calls for a 50-percent gain by 1980, and should
therefore'involve an annual investment somewhere between $200 and
$400 million. A reasonable estimate would be $325 million. This num-
ber should be compared with motor vehicle industry capital expendi-
tures which have been running at approximately $2.5 billion per year.
Also, General Motors and Ford Motor Company have recently an-
nounced their intentions to spend $3 billion and $2 billion, respec-
tively, within the next 8 years to produce lighter, more fuel efficient
vehicles, while Chrysler is expected to spend $500 million. The situation

2 Potential for Moter Vehicle Fuel Economy Improvement: Report to the Congress, U.S.
})ge’?:.rtment of Trensportation and U.S. Environmental Protection Agency, Oz:tobér 24,

2 Potential New Car Fuel Hconomy, U.8. Federal Energy Administration, November 1974.

-

-
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is perhaps best summed up by the following paragraph from page 25
of the Economics Panel Report:

Since the investments shown in Table 10 amount to only a
small fraction of the industry’s total planned spending for
plant and equipment, it is certainly possible that tHe motor
vehicle industry will be able to implement fuel ecanomy im-
provements without encpuntering significant finaneial pyob-
lems. However, it must be racognized that individual firms
could have problems in raising investment funds (for any
purpose) if sales were to decline and remain law for a pro-
tracted period. Investment problems would be mgst severe
for the weaker members of the industry, particularly Ameri-
can Motors and €hrysler. Still, if long term sales meet the
forecasts of modest growth, it is likely that fuel economy
related investments can be funded as substitutes for, rather
than as additions to, the capital spehding projects contem-
plated before the energy crisis, especially in place of expendi-
tures intended to expand produsction of larger cars.

The ‘question of first cost was also addressed by the a#bo¥e méntioned
Ecotiomics Pihel Report. It conclided that :

Consumers will generally expesience savings on fuel and
maintenance expenditures which more than offset the increase
in car prices due to the fuel economy improvements.

In fact, the Economics Panel Report has estimated the net dollar
savings that the purchaser of a more fuel efficient car tould expect
to achieve over the 10-year life of the car, for several fuel economy
improvement scenarios. These figures are reproduced below for the
case closest to that proposed in this bill, { See Table 4 in the Economics
Panel Report.)

ESTIMATED 1980 IMPACTS OF FUEL ECONOMY IMPROVEMENTS UNDER SCENARIO C (43 PERCENT IMPROVEMENT

OVER 1974)

Increasé in Present value Present value
initial price _of fuel of mainte- Net
Type (per car) savings nance savings savings
Subcompact il - aaaiitaat aeta s $242 $335 $213 $306
CEE T e e wtuniny i gL i, 0 249 688 308 747

Intermediate anbdbi it FRRT O TVENE 249 937 308
T IR R S R S gL 296 1,397 389 1,490
R i S s TR A 296 1, 465 389 1,558

C. OTHER ISSUES

The Economics Panel Report also addressed several other questions
that ‘were raised during Committee consideration of fuel economy
legistation :

I1.‘ \??Vhat will be the effect of fuel economy standards on automobile
sales?

The effect of the potential fuel economy improvements
would likely be to increase sales to levels shghtly above the
basie trend, or at worst leave the trend essentially unchanged:
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It is not expected that industry sales will decline because of
mandated fuel economy improvements, based on cost estimates
used in this Report. (From page 1 of the Economics Panel
Report).

2. What will be the effect of such standards on employment ¢

There is no evidence to suggest that improvements in fuel
economy of automobiles would have a significant long-term
[negative] effect on employment in the auto industry because
of the favorable sales effects noted above. (From page 32 of
the Economics Panel Report).

3. What will be the effect of such standards on U.S, foreign trade?

. . . Two foreign trade consequences of U.S. automobile
fuel economy improvements are identifiable. First, there
would be reductions in U.8. oil imports that could dramatical-
ly alter the U.S. balance of trade and provide further funds
for domestic investment and consumption. Secondly, fuel
economy improvements in U.S. autos could improve their
competitive position relative to foreign imports and thereby
bring a further reduction in U.S. imports. (From page 32 of
the Economics Panel Report.)

D. I§ THE FUEL ECONOMY GOAL FOR MODEL YEAR 1985 REASONABLE?

Dr. Sorrel Wildhorn of the Rand Gor%ora,tion stated in a written
submission to the committee this past fall:

Our work indicates that a 50 -parcent improvement in
average new car fuel econdmy by 1980, over the 1974 figure of
14 miles per gallon appears feasible.

After 1980, much higher new car fuel economy appears
feasible, if new technology is pursued vigorously; and R. & D.
is successful. For example, fuel economy standards over 30
m(ffle:a gmr gallon méght..be possible by 1985. (Emphasis
a ey

Setting a 1985 goal provides a necessary focus for industry ef-
forts, buf it is also recognizéd that any fuel economy standard for
1985 must be somewhat speculative at this point, The reported bill
takes this into account by authorizing the Secretary of Transporta-
tion, with Congressional eonsent, to adjust-the 1985 goal as late as
1982. This schedule provides adequate time for further study of the
28 mile per gallon figure, and & Fedetal task force to study this ques-
_tion is glrgady funciioning under the direetion of the DOT.

E. HOW DOES THE EMISSION OF SULFATES AND SULFURIC ACID MIST BY
CATALYTIC CONVERTER-EQUIPPED CARS AFFECT THE FEASIBILITY OF THE
PROPOSED 1980 AND 1985 FUEL ECONOMY GOALS?

If catalytic converters cannat be used for emission cont¥ol, fuel
economy ocould be adversely affected. .

TEkig past Jamdary an ERA report disclosed that 1975 model cars
equipped with oxidation catalysts emit sulfuric acid mist. The prob-

-
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lem arises from the oxidation of $Q,, formed during the combustion
process, ta 90, which then mixes with water vapor in the exhaust to
form a fine sulfuric acid ‘aerosol (H,SO.). The sulfur necessary to
begin this chemical chain is naturally present in trace amounts in
gasoline.

The January report was the stated basis for EPA Administrator
Train’s decision on March 5 to grant a further 1-year suspension of
the statutory hydrocarbon and carbon monoxide emission standards
and to recommend to the Congress a further 5-yéar delay before achiev-
ing full statutory standards.

This decision has been called into questiornt bﬁ, the California Air
Resources Board which, on March 18, rejected the EPA analysis and
imposed more stringent 1977 mhodel year emission standards than the
EI?A had recommended. Tt has also been sharply questioned in a pri-
vate study reledsed jointly on April 24 by Energy and Environment
Analysis of Arlington, Virginia, and by Avram Cempany of Falls
Church, Virginia. Energy and Environmental Analysis is headed: by
Dr. Robert §: Sansom, former Assistant Administrator of EPA, and
Avram Compeny is headed by Dr. Steven G. Miller, a former EPA
scientist. Their study concluded that EPA’s January report:

Significantly overestimated sulfate exposure levels result-
ing from automobiles equipped with oxidation catalysts.

and that:

There is no scientific evidence to supi)ort the predicted
health risks in the EPA risk/benefit analysis . . .

Tt goes on to further state that :

If further work determines that antomotive sulfates could
play a role in causing air pollution damages, theré are a
variety of control strategies that can substantially reduce
catalyst sulfate emission without jeopardizing furthef prog-
resstoward Clean Air Act emission standards.

These control strategies fall into two categories: (a) technology-
based options which would reduce sulfate emissions through changes
in vehicle design parameters (e.o., catalyst reformulation, use of sul-
fur traps), and (b) methods for limiting sulfate emissions hy reducing
the sulfur content of the unleaded gasoline pool (e.g., gasoline desul-
furization, selective blending of gasoline components).

On April 8, 1975, EPA released a second set of estimates on the
likely sulfuric acid problem resulting from catalyst-equipped cars.
This revised EPA analysis, which does not yet represent EPA’s
official position, lowered the anticipated exposures to between 10 and
60 percent of those estimated by the earlier EPA report. EPA hopes
to resolve any uncertainties within the next few months.

The upshot is that while catalytic converters probably will be used
in the future, a small element of uncertainty does exist. A preclusion
of catalysts could affect the fuel economy improvements achievable
under some of the more stringent emission standard seenarios. Adjust-
ment of both the 1980 and 1985 fuel economy goals is provided to ac-
commodate any unforeseen technical difficuléies.

8. Rept. 179, 94-1——3
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F. WHAT WILL BE THE IMPACT OF FUEL ECONOMY STANDARDS ON THE
AVAILABILITY OF LARGE CARS REQUIRED BECAUSE OF FAMILY BSIZE OR
FOR TOWING PURPOSES?

Figures obtained from the Recreational Vehicle Industry Associa-
tion indicate that there will be approximately 2 million travel trailers
(homes-on-wheels) and 1.2 million camping trailers (fold-down types)
in the hands of the American public in 1976. There are also 3.2 million
families in the United States of 7 or more persons. If reasonable as:
sumptions are made about yearly growth in the number of trailer
auto fleet turnover rates, ete., a conservative estimate of the towing anc
large family demand for hig cars is something under 1 million -per
year over the next few years. Even if the most drastic sales mix shifts
necessary 4o meet the 1980 goal accur, there will still be at Jeast 1
million full size and luxury cars proguced, cleaxly a sufficient number
to meet the demand. Spe¢ial problems coyld arise in the 1980’ if the
automakers insist on sticking solely to the internal combustion engine
to meet the 1985 goal, However,iesel towing packages could be an
answer to this problem, with no sacrifice in fuel economy. Alsi),‘ light
duty trucks, which are Bot subject to the 1980 or 1985 goals could meet
a significapt portion of the towing demand.

G. IS THERE NEED FOR A STRONG FEDERAL ROLE IN AUTOMOTIVE RESEARCH
AND DEVELOPMENT?

Based upon studiés by the Advisdry Committee of the AAPS
(Alternative Automotive Power Systems) Program, the Atomic
Energy Commission (now the Energy Research and Development
Administration), the FEA, and the MIT Energy Laboratory, the
answer is clear. As the FEA said in its November 6, 1974 report
entitled The Federal Government Role in Automotive Research and
Development.

. .. the integration of the national objectives of energy efli-
ciency, alternatives to petroleum, and -minjmum environ-
mental impact into a coherent long-term, program in R. & D.
requires perspectives and responsibilifies well beyond those of

the private automobile companies, whose objectives are
rooted in the marketplace.

The MIT report, entitled The Role for Federal R. & D. on Alterna-
tive Automotive Power Systems, and also released this past November,
evaluated auto industry programs to develop alternative engines. It
condludes that while these programs are substantial, they:

... are concentrated on systems which will probably be able
to meet the legislated emission standards, be attractive to
automobile consumers, and not introduce any significant
new elements of risk into the industry’s dealings with the
regulatory process.

It further concludes that while new automotive developments may
hold promise of long term contributions to pollution abatement and
fuel savings, there is clearly:

. . . a divergence of industry and public interest.

-
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. This divergence is reflected in the fact that automobile company
investments into alternative powerplant R. & D. have been steadily
decreasing since 1970. For example, Ford Motor Company spent $32
million for thls_ purpose in 1978, and only $19 million in 1975.

The automobile companies themselves admit that there is a need
for Federal funding in this area. Fred Secrest, executive vice presi-
i\ifnt ﬁf Ford Motor Company, stated in the Committee hearings in

arch:

_ 'We are spending all of the money we can raise on R. & D.
for alternative engines. I have no objection to a government
research program ... I would support it, yes.

It therefore seems clear that a properly funded and carefully
executed Federal R. & D. program can contribute significantly to the
attainment of the fuel economy goals of title I of this bill, as well as
to the attainment of other long term national goals. It would provide
assurance that all reasonable automotive technologies will be ex-
plored, while providing the technical data necessary.for developing
long term regulatory and other policies. It would also introduce a
more orderly approach to the development of advanced automotive
techpology, réplacing today’s more haphazard approach.

Given the need for a strong Federal role in automotive R. & D.,
what is an appropriate level at which to fund it? Dr. David Ragone,
Dean of the University of Michigan Engineering School, and head
of the Advisory Committee to AAPS, in a recent Fetter to Dr. Russell
Peterson, Chairman of CEQ, called for an immediate expansion of
the AAPS budget to:

.. . $30 or 40 million or more if it can be effectively
administered.

He further stated that

. . . the Committee believes that a program expanding to
an annual level of $100 million is both desirable and possible
within the next 3 or 4 years.

. Dixy Lee Ray, past Chairman of the Atomic Ener, Commission,
in a report for President Nixon entitled the Nation’s Energy Future,
estimated that funding for advanced propulsion systems should be
$53 million in FY 1975 and a total of $300 million for FY’s 1975
through 1979.

The FEA report also calls for greatly expanded Federal expendi-
tures in the area of automotive R. & D. It states that:

Some simple estimates suggest that in order to generate
the necessary new (automotive) technology, a national
R. & D. investment on the order of $150 million per year for
the next 25 years or so will be required. Private industry is
(prior to the current economic squeeze) investing on the order
of one-third of this amount. o

Finally, the MIT report concludes that:

. . . a two to five-fold increase above current alternative
powerplant funding—to between §15 million and $35 million
annually—would be required.
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The funding Jevels adopted in the bill approved by the Commit-
tee represent a middle ground between the dollar amounts recom-
mended above, and should be sufficient to achieve the goals of the

. & D. program. }

& I*‘%ollogvingrare very brief descriptions of several alternatives to the
conventional internal combustion, spark-ignition engine (ICE):

(a) Wankel spark-ignition engine.—The Wankel is an alternative
spark-ignition engine employing a triangular rotor in a single com-
bustion chamber shaped like a fat figure-8. It is being developed pri-
marily for its potential manufacturing cost reduction, arsmg from
its lightness, and few moving parts. Because its operating character-
istics are similar to the conventional ICE, it will require similar
emjssion contrels. , i

m.(lgsi Stratified charge e:gine.—This engine concept is not new, but
has recently been developed by Honda into an engine with low hydro-
carbon and carbon monoxide emissions, moderate nitrogen oxide emis-
sions, and equivalent fuel economy to the ICE. It is a modification of
a.conventional spark-ignition engine in which a fuel-rich mixture in
a small prechamber is ignited, which then ensures good ignition of a
lean mixture in the main chamber. This two-stage process permits en-
gine operatien at very lean overall air-fuel ratios, which is eonducive
£o Iow emissions, good fuel economy, and reduced sensitivity to fuel oc-
: rs. » -
tanec)mgni;b:d engine—Diesel engines differ from the gasoline ICE in
their method of combusting the fuel. In the ICE, the air-fuel mixture
is ignited by a spark at compression ratios of 8 or 9 to 1. In the diesel,
however, the air charge is compressed at a ratio on the order of 20
to 1, which generates high temperature. Fuel is ignited as it is in] ected
into this hot compressed air. Thus, diesel engines are referred to as
ion-ignited engines. .
mlélglgeesilge fl%gi can begflully burned with excess air, hydrocarbon and
carbor monoxide emissions are %ow.tEngltpe fuel economy is as good or
than any other potential automotive engime.

be%’iﬁblems a,szociatedpwith diesel-powered automobiles mclude re-
duced perfonng.nce, cold starting fldlﬂ'icul_tm@ noise, smoke, odor, and

i in reducing nitrogen oxide emissions.
dlfflg)ﬂ ga; turbine ea%gz’ne.—gl‘he gas turbine engine operates by draw-
ing air from the atmesphere through a compressor into a burner where
heating by combustion with the fuel occurs, and then expanding the
hot high pressure gases in a turbine. These processes eccar continu-
ously, in contrast to the intermittent operation of spark-ignition and
dl?[st’;esl ;g'geﬁisal advantages include good control of emissions, ability
to burn a wide range of fuels, and reduced maintenanee costs. The
major problem areas are fuel economy and high manufacturing costs.

(). Rankine cyele engine—The Rankine cycle engine is an external
combustion engine. Fuel is burned with atmo_sdpherlc pressure air in
a boiler to evaporate and heat the working fluid (water or an organic
fluid) to high pressure and temperature. The fluid is expanded to sup-
ply work to the shaft, then condensed and recirculated to the boiler.

The Rankine cycle engine’s clear advantage over the ICE is its
much lower emissions. It also has excellent fuel versatility. Potential

-
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disadvantages include higher cost duse to larger size and weight, more
components, and greater complexity, and uncertain fuel ecomonyy..

(f) Stirling cycle engine~—Stirling engines are external combustion,
closed-cycle piston-type engines that employ heat exchange with a
gaseous internal working fluid, usually hydrogen or helium.

Its potential advantages appear to be excellent perfermance char-
acteristics, excellent fuel versatility, fuel economy at least equal to
and perhaps better than any other contender including diesels, low
engine noise and vibration, long service life, and very low emissions.
Major problem areas include heat exchanger and seal design, higher
cost due to greater complexity and increased weight compared with
the ICE, and potentially higher maintenance costs.

(g) Battery-powered electric wehicle—This concept is as old as
the automobile industry itself. Electrically driven battery-powered
vehicles provide freedom from emissions and high energy conver-
sion losses at the vehicle, although these problems are transferred to the
location of the electrical generating plant. Current vehicles suffer
from high cost, limited range and performance, and have found only
limited applications to date. Advancement of the electric car has
especial attraction in conserving scarce petroleumn because such cars
could utilize coal, uranium, or other domestic fuels for generating
eleetricity.

- (h) Hybrid engine.—The hybrid concept recognizes that the aver-
age car is significantly overpowered to provide for rapid acceleration,
hill climbing, ete. The hybrid attempts to achieve the same drive-
ability characteristics by coupling a small ICE with an energy-stor-
age device (e.g., a battery or a flywheel). In principle, this combina-
tion allows the ICE to operate at constant speed and optimum condi-
tions at all times, Hybrid systems built to date have been complex
and heavy, with disappointingly high emissions and fuel consumption.

Lrcisuative HisTtorY

Fuel economy legislation had its genesis in the 93rd Congress, when
the Arab oil embargo focused attention on energy conservation.

On February 28, 1973, Senator Tunney introduced S. 1055, the
“Automotive %esearch and Development Act of 1973.” The Com-
mittee held 3 days of hearings on this bill in May 1973. On May 30
Senator Hollings introduced S. 1903, the “Motor Vehicle Fuel Econ-
omy Aet.” Hearings on S. 1055 and S. 1903 were held during 3 days
in June 1973.

On Au%ust 1, 1973 the Senate Committee on Interior and Insular
Affairs held hearings on S. 2176, the “National Fuels and Energy Con-

-servation Act of 1973.” This bill was reported by that Committee on

September 27, 1973, and referred jointly to the Committees on Com-
merce and Public Works.

Subsequently, the Commerce Committee considered energy conser-
vation legislation at several executive sessions held during October
and November. S. 1055 was revised and introduced as Amendment No.
637 to S. 2176 on October 80, 1973. S. 1903 was rewritten as an amend-
ment to the Motor Vehicle Information and Cost Savings Act and
incorporated into S. 2176 as a substitute for the provisions of section
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9 as reported by the Interior and Insular Affairs Committee. On No-
vember 18, 1978, S. 2176, as amended, was ordered reported favorably
by the Commerce Committee.

This legislation was subsequently passed by the Senate on Decem-
ber 10, 1973, but died for failure of comparable action by the House of
Representatives.

During the final months of the 93d Congress, and at the request of
Senator Magnuson, an updated working paper on automobile fuel
economy wad prepared by the Commerce Committee staff. No bill
was introduced, but hearings on the working paper were held on No-
véember 26 and December 10 and 11, 1973,

In the 94th Congress, the Committee has had before it five bills
and one amendment dealing with automobile fuel economy and re-
search and development. These are S. 307, the “Motor Vehicle Fuel
Economy Act,” introduced by Senator Domenici on January 21, 1975;
S. 499, the “Automotive Transport Research and Development Act
of 1975,” introduced by Senator Tunney on January 30, 1975; S. 633,
the “Automobile Fuel Economy Act of 1975,” introduced by Senator
Hollings on February 7,1975; 8. 654, the “National Energy Conserva-
tion Fuel Economy Performance Standards Act of 1975, intro-
duced by Senator Nelson on February 11, 1975; Amendment No. 15
to S. 633, proposing a system of penalties and rebates for purchasers
of new cars, introduced by Senator Hollings on February 19, 1975;
and S. 783, the “Ground Propulsion Systems Research, Development
and Demonstration Act of 1975,” introduced by Senator Domenici on
February 20, 1975.

Hearings on these five bills and one amendment were held on March
12 and 13, 1975, bringing to 11 the number of days of hearings
on fuel economy legislation conducted by the Commerce Committee

in the 93d and 94th Congresses. On May 8, 1975, the Committee began
consideration of the Automobile Fuel Economy Working Paper, which
was designed to bring together in a single document the legislation
before the Committee. On May 15, 1975 the Committee ordered original
legislation reported favorably which incorporated the language of the
Working Paper, as amended.

SEOITON-BY-SECTION ANALYSIS

As reported by the Committee on Commeree, the bill contains two
titles. T}ﬁe first adds a new title V to the Motor Vehicle Inforsmation
and Cost Savings Act and deals with automobile and light duty truck
fuel economy, and the second title adds a new title VI to the Motor
Vehicle Information and Cost Savings Act and deals with automobile
research and development.

TITLE I—AUTOMOBILE FUEL ECONOMY

Section 101 contains the short title of title I which is the “Automo-
bile Fuel Economy Act of 1975”.

Section 102 amends the Motor Vehicle Information and Cost Sav-
ings Act by adding a new title V. The following analysis refers to
those new sections added to the Motor Vehiele Information and Cost
Savings Act.

1
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Section 501. Short T'itle. This title may be cited as the “Automobile
Fuel Economy Act”.

Section 602. Declaration of Policy. This section contains a state-
ment of findings and a statement of purpose relating to the need for
automobile and light duty truck fuel economy performance standards.

Subsection (a) contains findings that the automobile is the single
largest user of petroleum and that the amount of fuel used for auto-
mobile and li%ht duty truck transportation could be substantially re-
duced through feasible improvements in automobile and light duty
truck fuel economy.

Subsection (b) declares the purpose of the Congress in this title to
be to ensure that manufacturers improve fuel economy without reduc-
ing standards for safety, damageability, or environmental quality, and
that the industrywide fuel economy average for new automobiles in-
crease by 50-percent by model year 1980 over 1974 models, and by
100-percent by model year 1985.

Section 503. Definitions. This section contains definitions used
throughout the bill.

In the definition of “average fuel economy” the term “affiliates” in-
cludes all the operating divisions of an automobile or light duty truck
manufacturer. For example, the Chevrolet and Cadillac Divisions of
the General Motors Corporation are considered to be affiliates of GM,
and automobiles manufactured by the Chevrolet, Cadillac, and other
GM Divisions must be included in the determination of GM’s average
fuel economy. The term affiliates also includes any person directly or
indirectly controlled by, or under common control or ownership with,
a manufacturer.

Of particular interest is the definition of “fuel economy”. As defined,
the term means the average number of miles traveled in representa-
tive driving conditions per gallon of fuel consumed, as determined
by the Administrator of the Environmental - Protection Agengy in
accordance with the procedures mandated by sectioh 206 of the Clean
Air Act.Seetion 206 of that Act is the authority undér which new auto-
mobiles are tested for compliance with the Clean Air Act exhaust.emis-
sion standards. The purpose in requiring that automobile fuel economy
be measured in ¢onjumction with emission tests is twofold, First,
a separate testing procedure within the Department of Transportation
would be a waste of Government resources. A report of the General
Accounting Office strongly recommended that fuel economy tasting
authority be left within the Environmental Protection Ageney for
this reason. j

The second purpese is to ensure that new automobiles and new light
duty trucks can simultaneously meet both the emission standards re-
qullé‘ed by the Clean Air Act and the fuel economy requiremients of this

atalit

The fuel economy improvement goals set in section 504 are based
upon the representative driving cycles used by the Environmental
Protection Agency to determine automobile fuel economies for model
year 1975, In the event that these driving cyeles are changed in the
future, it is the intent of this legislation that the numerical miles per
gallon values of the fuel economy standards be revised to reflect a
stringency fin terms ofs percentage-improvement from the baseline)
th(sit is the same as the bill requires in terms of the present test pro-
cedures.
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Tt should also be noted that the definitions of “automobile” and “light
duty truck” do not include vehicles manufactured for export, and ex-
ported. from the United States.

Section 604. Minimwm Fuel Economy Penformance Standards.
This section establishes the program for mundatory fuel economy
performance standards for new automobiles and new light.duty trucks.

Subsection (a) requires that the Secretary establish standards for
minimum average fuel economy for new automobiles and light duty
trucks manufactured in modél years 1977 through 1985. The standards
for automobiles are to be established not later than July 1, 1975, and
the standards for light duty trucks are to be established not later than
Awngust 1,1975.

Standards are to be equally applicable to each manufaeturer of new
automobiles or light dutytirucks, as appropriate, mannfactured or im-
ported into the United States, and shall be set for each model year at
levels which the Secretary determines are the maximum feasible levels.
At a mindmum, the standards for automobiles are to result in an
industrywide average fuel economy level increase of 50 percent by
model year 1980 over model year 1974 models. This corresponds to an
industrywide fuel economy average in model year 1980 of at least 21
miles per gallon. In addition. the automobile standards are to result in
an industrywide average fuel economy level which represents at least
a100-pereent improvement (to 28 miles per gallon) by model year 1985
over the 1974 average. The automobile standards to be promulgated
shall result ih steady progress towards meeting the indlustrywide aver-
ages required for model years 1980 and 1985. Provision is made for
adjustment of the 1980 and 1985 goals by the Secretary, with the
consent of Congress (see section 504(b)"). Light duty trucks would not
be subjeet to the 50- and 100-percent improvement goals.

It is not the intent of this requirement that each automobile manu-
factured be vequired to achieve at least 21 miles per gallon in model
year 1980, and at least 28 miles per gallon in model year 1985. As the
requirernent is only that the industrywide average be at such levels,
the national minimum standards will be somewhat below these levels
as those manufacturers whose fuel economy average exceeds 21 miles
per gallon in model year 1980 and 28 miles per gallon in model year
1085 will draw the averages up. While it is speculative at this point
to project what the minimum average fuel economy performance level
might be for model year 1980, and these judgments must be ultimately
made by the Secretary, it is clear that while the 1980 standard requires
an improvement of the industry to at least 21 miles per gallon, the
minimum standard will be less.than that, presumably around 19.5:to 20
miles per gallon. )

In establishing standards under this subsection, the Seoretary is to
take into account the effect on fuel economy of other federal standards
applicable to the automobile or light duty truck, as appropriate.

“Hubeection (a) dlso authorizes the Secretary to exempt any auto-
mobile manufacturer whose production numbers 10,000 or less if such
automobiles are sold predominantly for commercial use. The exemp-
tion may be granted only-if it will not significantly detract from the
requirement that a 50 percent improvement can be obtained by model
year 1980 and a 100 percent improvement by model year 1985. Fur-
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ther, an exemption can only be granted if it is necessary to avoid an
unreasonable burden on the manufacturer. Whenever an exemption is
granted, the Secretary would be required to establish alternative
standards which represent the maximum feasible levels of fuel econ-
omy for such manufacturer. The purpose of the exemption is to pro-
vide relief for the special purpose manufacturers, like the Checkers
Motor Corporation, which manufacture automobiles for a rather nar-
row purpose, and are limited in their flexibility to improve fuel
economy.

This subsection also requires that the Secretary review, not later

than January 1 of each calendar year, the standards promulgated
ursuant to this subsection and publish the results in the Federal
egister.
‘Finally, this subsection requires that any standard set and any
amendment thereto be established not later than eighteen months prior
to the beginning of the model year to which the standard s to apply,
éxceépt that the standard applicable to model year 1977 may be pro-
mulgated not later than 12 months prior to the beginhing of that
model year. Subsection (b) authorizes the Secretary to modify, amend,
or revise the average fuel economy performance standards established
under subsection (a).

In the course of preparing the review of requirements to be pub-
lished on January 1, 1977, or prior thereto; the Secretary would be
authorized to alter the 1980 goal if the Secretary determined that such
a goal cannot reasoniably be attained, or could reasonably be made more
stringent. The modiﬁec{ goal shall be determined in accordance with
the informal rulemaking procedures of Section 553 of Title V, United
States Code. In order to avoid inordinate delay in making these kinds
of determinations, they are not subject to judicial review. Rather,
the Secretary is to transmit to the Congress notice of the establishment
of the modified goal. Congress would then have sixty days in which
either House of Congress could disapprove of the modified goal. The
Secretary could resubmit any such notice to the Congress, but not later
than June 30, 1977.

A similar procedue is established for reassessing the 1985 goal. The
first such, reassessment would occur in the report reqitired of the Secre-
tdty on January I, 1979. Similar procedures to those governing the
Secretary’s modification of the 1980 goal would ap é}‘y here as well.

. The Secretary would also be authorized. to modify the 1985 goal in
thé review. required on January 1, 1982. It is the intention that any
modifications made as a result of the 1982 review be based solely on
factual circumstances which may have changed since the review au-
thorized in. 1979 was completed. It is extremely important that the
automobileé manufacturers have a stable target to shoot for with respect
to automobile fuel economy requirements. This is an obvious necessity
for planning purposes. Thus, it is not the intention of the Committee
that the 1982 review be used as a device for the wholaesale revision of
the 1985 goal.

In determining whether the 1980 and 1985 fuel economy goals may
be reasonal l{) attained or reasonably be made more stringent under
sections 504 (b) (2) and (3 }t of this Xct, the Secretary shall assess the

o
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benefits and costs associated with retention or adjustment of the 1980
a;(lid 1985 goals, In making this assessment, the Secretary shall con-
sider:

(a) the impact on fuel economy of new Federal requirements
for emission controls on automobiles, safety and damageability
standards for automobiles, and any other new Federal require-
ments which may impact on automobile fuel economy.

(b) the feasibility of the 1980 and 1985 goals in light of new
technological improvements or constraints.

(c) the potential impact, positive or negative, on employment
in the automobile and related industries.

(d) the extent to which events subsequent to passage of this Act
increase or decrease the economic benefits to be gained from re-
ducing gasoline consumption.

(e) the extent to which events subsequent to passage of this Act
increase or decrease U.S. dependence on foreign sources of fuel.

(f) any other factors which may increase or decrease the eco-
nomic and social costs associated with meeting the 1980 and 1985
fuel economy goals.

Subsection (c) requires each manufacturer to comply with the
applicable minimum average fuel economy on the basis of determining
the average fuel economy of all automobiles or light duty trucks, as
appropriate, produced and imported for sale in the United States by
the manufacturer in a given model year. Individual automobiles and
light duty trucks would not be required to meet the standards.

Subsection, (d) authorizes judicial review in accordance with chap-
ter 7 of title 5, United States Code. Procedures are established for
additional submissions, judgment by the court, and review by the
Supreme Court. The subsection also states that the remedies provided
herein shall be in addition to and not in lieu of any other remedies
provided by law. For example, nothing in this subsection is to be
construed as interfering with the enforcement of warranties on per-
formance of automobiles, light duty trucks, and associated components.

Section 605. Duties and Powers of the Secretary and the Adminis-
trator. This section specifies the authority of the Secretary of Trans-
portation and the Administrator of the Environmental Protection
Agency in administering the provisions of this Act.

ubsection (a) provides general authority to the Secretary and the
Administrator to hold hearings, take testimony, sit and act, administer
oaths, subpoena authority, and other necessary authority. The Secre-
tary and Administrator would have access to documentary evidence
and would be authorized to require reports and answers in ‘writing to
specific questions relating to their functions under this title.

The district courts would have the authority to enforce subpoenas
and orders of the Administrator and the Secretary issued under this
subsection.

Subsection (b) requires manufacturers of automobiles and light
duty trucks to establish and maintain records, make reports, conduct
tests, and provide such items and information as the Secretary or the
Administrator may reasonably require. Manufacturers would be re-
quired to permit agents of the Secretary or the Administrator to
inspect automobiles and light duty trucks and appropriate books,
papers, records, and documents.
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The district courts would have the authority to require manufac-
turers to comply with any inspection requirements.

Subsection (c¢) contains the public information disclosure provi-
sions relating to information collected by the Secretary or Adminis-
trator under this title. The Secretary and the Administrator would
be required to release all information they possess except if the infor-
mation relates to a trade secret or other confidential information
referred to in section 1905 of title 18, United States Code, which
if disclosed, would result in significant competitive damage. Such
information shall be disclosed in any proceeding under this title and
shall be disclosed to any duly authorized committee of Congress
as well.

Finally, subsection (d) authorizes the Secretary and the Adminis-
trator to direct attorneys in their employ to appear and represent
them.

Section 506. Labeling and Advertising. This section contains specific
provisions relating to the manner in which fuel economy information
is to be included in the labeling and advertising of manufacturers
and dealers.

Subsection (a) requires that beginning no later than ninety days
after enactment of this title, each manufacturer is required to affix,
and each dealer is required to maintain, a sticker on each new
automobile and light duty truck indicating the fuel economy which
a prospective purchaser can expect, and thie estimated annual fuel
costs associated with the operation of the automobile or light duty
truck. The form and content of each sticker is to be determined by the
Secretary under an informal rulemaking procedure, after consultation
with the Federal Trade Commission and the Administrator of
the Environmental Protection Agency.

Subsection (b) disclaims any intent that the posting of fuel econ-
omy information is to constitute a warranty of fuel economy per-
formance. Nothing contained in this section is to be deemed a pro-
hibition against a manufacturer or a dealer representing that the
information required to be disclosed is based on representative driving
conditions as determined by the Administrator of the Environmental
Protection Agency. '

Subsection (¢) reauires the Federal Trade Commission (by rule
pursiant to section 553 of title 5, United States Code) to direct that
certain categories and types of new automobiles and light duty truck
advertising contain the fuel economy information required on the
sticker under subsection (a) of this section. The FTC is to identify
the categories and types of such advertising and to determine thg
extent to which the same information is required in the advertising
(form and content requirements must necessarily be different. for an
automobile sticker and a TV commercial). This subsection does not
repeal, and is not intended by the Committee to be duplicative of. any
authority that the Federal Trade Commission may have with respect
to false or decentive advertising or with respect to prescribine rules
which define with specificity acts or practices which are unfair or
deceptive acts or practices in or affecting commerce, under the Federal
Trade Commission Act, as amended.

Subsection (d) conforms the Automobile Tnformation Disclosure
Act (15 U.S.C. 1282) to the requirements of this title.




24

Section 607. Prohibited Conduct. This section contains prohibi-
tions against specific conduct relating to this Act. A !

Section 508. Civil Penalty. This section dqscrﬂges the civil penalties
that may be assessed by the Secretary for violations of the Act. Sub-
gection (a) authorizes the Secretary to assess a civil pepalty of not
Jess than $50 and not more than $100 for each a.gtomobﬂe or light duty
truck produced or imported for sale in the United States by a manu-
facturer for each mile per gallon by which the average fuel economy
of the automobiles or light duty trucks, as appropriate, manufac-
tured and imported during the model year by the manufacturer falls
short of the applicable standard. Fractional miles per gallon devia-
tions shall be penalized on the basis of the $50 to $100 civil penalty
multiplied by the fraction. For example, if a manufacturer falls short
of an applicable fuel economy performance standard by 0.5 miles per
gallon, the manufacturer shall be liable for a civil penalty of between
$25 and $50 for each vehicle subject to the penalty. )

Any person who is determme& by the Secretary, following a proceed-
ing in accordance with section 554 of title 3, United States Code, to
have violated any provision of section 507, other than a violation
relating to fuel economy requirements, shall be liable for a civil penal-
ty of not more than $10,000 for each vialation. Each day of a continu-
ing violation shall be considered a separate violation. r

Subsection (b) provides for waivers, modifications or remittance of
the civil penalties assessed under subsection (a). .

First, the Secretiary is authorized to waiye, medify, or remit, with or
without conditiesis, any civil penalty to the extent necessary to prevent
insolvency or bankruptey of the manufacturer, when aets of God, fires,
or strikes prevent the attainment of any applicable standard, or to the
extent necessary to prevent substantial lessening of competition with-
in the automobile or light duty truck industries. ity

The Secretary is also authorized to waive or modify any civil penal‘-
ty in any situation where the manufacturer demonstrates to the Seere-
tary that if the penalty were paid in full the manufacturer would lack
sufficient capital and the ability to attract sufficient capital to manufac-
ture automobiles or light duty trucks, as appropriate, that would
achieve the fuel economy standards required under section 504(a) at
competitive prices. Before being granted any such waiver, the manu-
facturer would be required to submit a plan acceptable to the Secretary
specifying the manner in which the standards promulgated under
section 504 (a) will be eomplied with. Thus, the burden would be on the
manufacturer of demonstrating to the Secretary that the manufacturer
would have insufficient capital and lack the ability to attract sufficient
eapital to manufacture competitively priced vehicles complying with
the fuel economy standards contained in this Act. B

While there is no sanction against any manufacturer failing to com-
ply with the plan he submits to the Secretary, the Secretary would be
expected to consider the extent to which good faith efforts were made
to comply with the plan in assessing any future penalties that may
arise from non-compliance with any applicable standard under sec-
tion 504(a) subsequent to the grant of a waiver and the submission
of a plan. Of course, modifications or waivers of the penalty will be
granted only to the extent necessary to gain the capital necessary to
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produce automobiles or light duty trucks, as appropriate, at competi-
tive(prices in conformance with the fuel economy standards of section
504(a).

In a?ddition, the Secretary is authorized to waive or modify any civil
penalty assessed for non-compliance with the fuel economy standards
to the extent that a manufacturer cannot comply becanse of an unan-
ticipated retail sales mix of different, classes of automobiles or light
duty trucks, as appropriate, which was clearly beyond the control of
the manufacturer and which adversely affected his ability to com(f)ly
with any such standard. A gain, the civil penalties would be waived or
modified only to the extent that the non-compliance was attributable
to the unanticipated retail sales mix, Also, before any waiver or modifi-
cation can take place, the manufacturer against whom the enalty was
assessed must satisfactorily demonstrate to the Secretary all tech-
nically feasible improvements relating to fuel economy have been
made, and that a good faith effort, through advertising, pricing prac-
tices, availability of models, or other means available to the manufac-
turer, to insure that the retail sales mix necessary to meet the standard
oceurs, has in fact been made.

It is inherent in the goals for fuel economy improvement established
under section 504(a), and the standards that will result from them,
that manufacturers indeed can influence consumer preference for the
types of automobiles and light duty trucks they produce or import,
Nonetheless, it is recognized that matters unanticipated by the Secre-
tary, and beyond the control of the manufacturer, can oceur, such as an
unexllfected drop in gasoline prices which could make it more difficult
to sell the most fuel efficient vehicles. For these reasons, this provision
for waiving or modifﬁing the civil penalties has been provided.

Subsection (¢) authorizes a manufacturer who has failed te meet a
standard and paid the appropriate civil penalty, to recoup all or a
gortlon of the penalty in any of the next, five model years of manu-

acture. In order to qualify, the manufacturer must exceed the fuel
economy standard applicable in that model year. The total amount re-
funded must not exceed the total amount of the assessed civil penalty
in the first instanee.

Subsection (d) describes the procedure for reviewing any civil
penalty assessed by the Administrator. A notice of appeal i3 to be
made within thirty days after the date of assessment. Determinations
of the Secretary are to be set aside if found to be unsupperted by sub-
stantial evidence. A procedure is also provided for the Attorney Gen-
eral to recover the amount of the assessment if any person fails to pay.

Section 509. Relationship to State Law. In oxder to avoid any manu-
facturer being required to com}i’ly with differing State and Iocal regu-

lations with respect to automobile or light-duty truck fuel eeonomy,
this seetion prohibits States or political subdivisions thereof from
adopting or enforcing standards which are inconsistent with the staned-
ards contained in this Act.

Section 510. Reports. This section contains requirements with respect
to twa reports required of the Secretary.

Subsection (a) requires that the Seeretary prepare and submit to
the appropriate committees of the Congress and the President a com-
prehensive report setting forth findings, conclusions, and recommen-
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dations with respect to the 55-mile-per-hour national maximum speed
limit established by Act of Congress. Compliance is to be examined,
and the gasoline savings that would have resulted if compliance oc-
curred. In addition, the study is to examine a requirement that manu-
facturers install speed limiting devices on all new automobiles and
new light duty trucks. e y

Subsection (b) requires a report of the Secretary containing findings,
conclusions, and recommendations with respect to a requirement that
each new automobile and light-duty truck be equipped with a fuel
flow instrument reading directly in miles per gallon. :

Section 511. Authorization of Appropriations. This section author-
izes appropriations to the Secretary not to exceed $1 million for Fiscal
Year 1976, $750,000 for the transitional %uarter ending of September
30, 1976, and not to exceed $3 million for the Fiscal Years ending
September 30, 1977, and September 30, 1978.

TITLE II—AUTOMOBILE RESEARCH AND
DEVELOPMENT

Section 201 contains the short title of title 11, which is the “Auto-
motive Transport Research and Development Act of 1975.? ;
Section 202 amends the Motor Vehicle Information and Cost Savings
Act (15 U.S.C. 1901 et seq.) as amended by Title I by adding at the
end thereof a new title VI as follows: : )
Section 601. Short Title. The short title of the new tlt],? VI is the
%A ytomotive Transport Research and Development Act. !
Section 602. Findings and Purposes. Subsection (a) asserts Con-
gressional findings that, on average, existing automobiles fall short of
meeting the long-term goals of the Nation with respect to safety, envi-
ronmental protection, and energy conservation, and that with addi-
tional research and development several alternatives to existing auto-
mobiles have the potentisl to be mass produced at reasonable cost with
less environmental degradation and fuel consumption than existing
automobiles, while conforming with the requirements of Federal law.
This subsection also states that insufficient resources are being de-
voted to automotive R. & D. both by the Federal Goyernment and by
the private sector, and that an expanded Federal R. & D. effort is
needed to complement and increase private efforts and to encourage
attomobile manufacturers to consider advanced automobiles and auto-
mobile components as alternatives to existing automobiles and com-
onernts.
E Finally, this subsection states that because of the urgency of energy,
safety and environmental problems, advanced automobiles and com-
ponents should be developed, tested, and prepared for manufacture
within the shortest amount of time. shrne
Subsection (b) declares that the purposes of this title are to make
contracts and grants and to support through obligation guarantees, re-
search and development projects leading to production prototypes of
advanced automobiles within four years from the date of enactment
of this Act, or within the shortest practicable time consistent with ap-
propriate research and development techniques, and that such automo-
biles be certified in accordance with the provisions of section 609(c) as
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prototypes which are likely to meet the nation’s long-term goals with
respect to fuel economy, safety, environmental protection and other
objectives. ;

It is also declared to be the purpose of the Congress to preserve, en-
hance, and facilitate competition in research, development and prodiic-
tion of existing and alternative automobiles and automobile
components.

Section 603. Definitions. This section contains the various definitions
used throughout Title VI.

The definition of “advanced automobile” is particularly important,
as this term defines the type of automobile to be developed under
this title. As defined, the term means a personal use vehicle propelled
by fuel which is energy efficient, safe, damage-resistant, and environ-
mentally sound. The advanced automobile is further defined to require
the least total amount of energy to be consumed with respect to its
manufacture, operation, and disposal, and should represent a substan-
tial improvement over existing automobiles with respect to such fac-
tors. At the same time the advanced automobile must be capable of
being mass produced at the Jowest possible cost and must operate safely
and with sufficient performance.

In addition, the advanced automobile must be capable of “inter-
modal adaptability” to the extent practicable. For example, it should
be capable of transport on railroads to facilitate service like the
“Autotrain” service now in effect between Washington, D.C., and
Miari. Other possibilities include the capability, under certain driving
conditions, of being operated in a “hands-off” manner by an onboard
computer which assumes the functions of the driver, thus minimizing
the threat of accidents and eliminating driver variations which lead to
the inefficient use of automobiles.

Finally, the definition of an advanced automobile includes the re-
quirement that, at a minimum, such autémobile can be produced, dis-
tributed, operated and disposed of in compliarnice with any other re-
quirement of Federal law.

Section 604. Duties of the Secretary. This section requires the Secre-

tary to ensure the development of one or more production prototypes
of an advanced automobile within four years after the date of enact-
ment, or in the shortest practicable time consistent with appropriate
resea,fqh and development techniques. The advanced automobile 18 also
to utilize, to the maximum extent practicable, non-petroleum based
fuels in order to conserve scarce petroleum resources.
. In furtherance of the purposes of title VI, the Secretary is further
required ‘to (i) make contracts and grants for research and develop-
ment in accordance with section 607; (ii) make obligation guarantees
for research and development in accordance with section 608; (iii) es-
tablish, conduct, and accelerate research and development programs
within the Department of Transportation; and (iv) test or direct the
testing of production prototype vehicles, and secure certification as ad-
vanced automobiles for those vehicles which meet the requirements of
section 609.

The Secretary would also be required to collect, analyze, and dissem-
inate to developers information, data, and materials relevant to the
development of advanced automobiles, and to prepare and submit the
studies described in section 612. ;
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Finally, this section requires that the Secretary evaluate any reason-
dble new or improved mnology, a description of which is submitted
in writing, which could lead or contribute to the development of an
advanced automobile. _ i

Section 608. (Joordination Between the Seenctary and the Adminis-
trator. This section sets out the manner in which the authority of the
Secretary under this title is meshed with that of the Administrator
of the Energy Research and Development A dmi istration, who also has
responsibilitigs with respect to researching and developing new auto-
metive power plants and fuels. v ‘

It preclyes the Secretary from duplicating research and develop-
ment activity by the Administrater of ERDA under the Federal Non-
nuclear Beseazch and Development Act of 1974 (42 U.S.C. 5901?, or
under any other Federal law. While this subsection obwipusly places
limitations on the Secretary, it is not designed to pr_evegﬁ the Secre-
tary from sponsoring research and development which Js similar in
natiwe to that sponsored by ERDA, but which nonetheless presents a
different means of achieving the same end. For example, if ERDA is
conducting research and development with respect to s eontinuously
variable transmission, nothing contained in this subsection should pre-
elude the Secretary of Transportgtion from sponsoring research on a
different type of centinuously variable transmission which is desl,%ned
to achieve the same end, Healthy competition among agencies can help
achieve goals like those espoused in this title in a more expeditious
fashion. While it is the ebvious intent of this subsection to prevent a
waste of funds through duplication of effort, it is at the same time the
intent of -this geetion not to bamstripg the Secretery’s automative
R & D efforts. : the Saret y gat iy g o

This section algo requires the Sgeretary to cansult and coprdinate
with the Administrag% of ERDA in order that the duties and respon-
sibilities of both officers may be performed in a manner which best
accomplishes the purposes of this title. Y
. Fipally, the Administrator of ERDA is directed te utilize the au-
therity possessed by him in a manner which will assist the Secretary
in performing his duties as described in Section 604. !

ection 606. Powers of the Seereigry. This section specifies the
powers of the Secretary in addition to those speqifieally mentioned in
other provisions of this title. Included is the authority to appeint such
attorneys, employees, -agents, consultants and ather personnel as the
Secretary deems necessary, and to define the duties of such personnel
and determine their compensation and other benefits: Of course, the
Secretary and any personnel responsible to the Secretary under this
title will be fplly subject to the Civil Service and Classification laws,
as specified in title 5 of the United States Code. _

The Secxstq.ry would also be authorized to procure temporary and
iptermittent services under the provisions of section 3109 of futle 5,
TUnited States Cade, but at rates not to excesd $160 per day for quali-
fied experts. g ;

The Secretary, is authorized to obtain the assistance of amy other
component of the Executive Braneh pRon Rxitten reguest, on & reim-
bursable basis or gtherwise, which identifies the agsistance necessary
to carry out the Secretaries duties under this title. Included would be
the transfer of personnel with their consent and without prejudice to
their position and rating.
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The Secretary is also authorized to enter into such contracts, leases,
cooperative agreements or other transactions as may be necessary to
conduct his duties under this title with any government agency or
any person without regard to the requirements of section 3709 of
the Revised Statutes (41 U.S.C. 5).

Finally, this section authorizes the Secretary to receive and dispose
of any property or other assets or to accept t%rlftsl or donation of any
property or services for the purposes of this title.

Section 607. Contracts and Grants. This section gives speeific direc-
tion to the Secretary in administering the grants program required by
section 604.

Subsection (a) contains general direction specifying that the Sec-
retary shall provide funds by grant or contract to initiate, continue,
supplement, and maintain research and development programs or ac-
tivities which appear likely to lead to production prototypes of an
energy efficient, low-polluting automobile or automobiles. Such grants
or contracts could be made with any Federal agency, laboratory, uni-
versity, non-profit organization, industrial organization, public or
private agency, institution, organization, corporation, partnership, or
individual.

Subsection (b) requires the Secretary to establish procedures for
consultation with representatives of science, industry, or such other
groups as may have expertise in the areas of automobile research,
development, or technology. The Secretary would be authorized to
establish advisory or review panels for the purpose of making recom-
mendations to the Secretary on applications for funding.

Subsection (c) specifies that contracts and grants made under this
section shall be in accordance with rules and regulations of the Secre-
tary. Each application for funding is to be made in writing in such
form and with such content and other submissions as the Secretary
shall require.

Section 608. Obligation Guaraniees. This section gives specific di-
rection to the Secretary in administering the obligation guarantees
program required by section 604.

Subsection (a) authorizes the Secretary to guarantee and to make
commitments to guarantee the payment of interest and principal bal-
ance of obligations to initiate, eontinue, supplement, am}) maintain re-
search and development which appears likely to lead to production
prototypes of an energy efficient, low-polluting automobile or auto-
mobiles. Applications for obligation guarantees are to be made to the
Secretary in a manner that the Secretary shall prescribe to protect
reasonably the interests of the United States. Each guarantee or com-
mitment to guarantee will inure to the benefit of the holder of the
obligation to which such guarantee or commitment applies. The Sec-
retary may approve any modification of a guarantee or a commitment
to guarantee, including interest rates, payment, security, or other
terms, if the Secretary finds that the modification is equitable and
will not prejudice the interests of the United States. Any such modi-
fications must be consented to by the holder of the obligation.

Guarantees and commitments to guarantee may be made to any
Federal agency, laboratory, university, nén-profit organization, in-
dustrial organization, public or private agency, institution, organiza-
tion, corporation, partnership, or individual.

S. Rept. 179, 94-1—5
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Subsection (b) requires that no obligation shall be guaranteed under
subsection (a) unless the Seeretary finds that no other reasonable
means of financing or re-financing is available to the applicant. The
purpose of this exception is to exclude those applicants from the bene-
fits of obligation guarantees which have capital. avatlable or can
reasonably obtain such capital for the purposes of financing projects
under this title. Presumably, this would exclude those large corpora-
tions which have capital at their disposal or which would have no un-
due difficulty in obtaining such capital. If capital is unavailable to
a party to conduct resedrch and to develop a technology which ap-
pears likely to lead to an energy efficient, safe, low-polluting auto-
mobile, or if such capital is not available under reasonable terms,
then the Secretary should make the guarantee or commitment to
guarantee the obligation as long as all other requirements are met.
Clearly, the Secretary must weigh a number of factors in determining
whether an applicant does not have. réasonable means of financing or
re-financing available to im, including the promise of the technology,
the interest Tates or other conditions required by lending institutions,
and the ability of the party to pay such interest rates or comply with
such terms.

Subsection (¢) requires the Secretary to charge and collect such
amounts as may be reasonable for the mvestigation of applications,
the appraisal of properties offered as securities, or for the issuance
of commitments. The Secretary is to set a premium charge of not
more than 1-pereent per annum on any obligation guaranteed pursuant
to this section. .

Subsection (d) prehibits any guarantee or commitment to guarantee
from being terminated, canceled, or otherwise revoked, except in ac-
-cordance with such reasonable terms and conditions as the Secretary
shall preseribe. Any gunarantee or commitment to guarantee shall be
conclusive evidence that the obligation is in compliance with. the pro-
visions of this section and that the obligation has been approved and
is legal as principal, interest, or other terms. Such a guarantee or com-
mitment shall be valid and incontestable in the hands of the holder, as
of the date that the Secretary agreed to the contract of guarantee or
commitment to guarantee. Any such guarantee or commitment shall
not be valid or incontestable in cases of fraud, duress, mutual mistake
of fact, or material misrepresentation involving the holder of such
guarantee. ;

Subsection (e) specifies the method by which payment of interest -

and principal will be made in the case of default by the obligor. If
such default continues for 60 days, the holder of the obligation shall
have the right to demand payment by the Secretary. The Secretary
is to make payment within 45 days, unless the Secretary finds that
there was no-default or that the default has been remedied.

If the Secretary makes a payment on a defaulted loan, the Secretary
shall have all the rights specified in the guarantee or related agree-
ments with respect to any security held by the Secretary with respect
to the guarantee. The Secretary would have the authority to complete,
maintain, operate, lease, sell or otherwise dispose of any property
acquired pursuant to such guarantee or related agreements,

-
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If default occurs under any guarantee or commitment to guarantee
under this section, the Secretary would be required to notify the Attor-
ney General, who in turn would be required to take such action against
the obligor, or any other party liable to the extent necessary to protect
the interests of the United States. s

Subsection (f) authorizes appropriations not to exceed $175 million
to pay the interest on and the principal balance of any obligation
guaranteed by the Secretary as to which the obligor has defaulted.

Section 609. Testing and Certification.—This section establishes the
procedure by which the Administrator of the Environmental Protec-
tion Agency and the Secretary of Transportation shall test production
prototypes for compliance with this title, and the means by which the
Low Emission Vehicle Certification Board shall certify such automo-
bides for procurement by the Federal Government. :

Subsection (a) requires the Administrator of the Environmental
Protection Agency to test or cause to be tested each production proto-
type of an automobile assisted under this title or referred to the EPA
Administrator by the Secretary for the purpose of determining
whether such automobile complies with the requirements of any law
administered by the EPA. The Administrator is to submit all test data
to the Low Emission Vehicle Certification Board for the purposes of
certification in accordance with subsection (c) of this section.

Subsection (b) requires the Secretary to test or cause to be tested
production prototypes of automobiles which the Secretary or a de-
veloper may submit to the Low Emission Vehicle Certification Board
for certification under subsection (c¢). It is intended that any vehicle
submitted for this purpose by a developer should possess character-
istics which give it a reasonable chance to achieve such certification.
The purpose of such test is to determine whether each such automobile
complies with any requirements or statutes administered by the Seere-
tary and any other statute enacted by Congress and applicable to auto-
mobiles. The results of such tests are to be submitted to the Low Emis-
sion Vehicle Certification Board for the purpose of certification in
aecordance with subsection (c).

Subsection (c¢) requires the Low Emission Vehicle Certification
Board established pursuant to section 212 of the Clpan Air Act to
issue or deny certification as an energy efficient, safe, low-polluting
automobile as defined in section 603 of this title, Certification is impor-
tant as it forms the Dasis for procurement by the Federal Government
under Section 613.

Section 610. Patents—This section specifies the manner in which in-
ventions developed with support under this title are to be made avail-
able for commercial application. With the exception of subsection (k),
the language is very similar to that contained in the Federal Non-
nuclear Research and Development Act of 1974, and the Semate-
passed “National Fuels and Energy Conservation Act of 1973.”

Subsection {a) establishes the general policy that, whenever an
invention is made or conceived under a contract under this title, title
to such invention shall vest in the United States. As defined in sub-
section (m), a “contract” means any manner in which assistanee is
given under the terms of this title and an “invention” is any invention
or discovery, whether patented or unpatented.
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Subsection (b) requires that each person with which the Secretary
enters into a contract under this title shall furnish to the Secretary
a report with respect to any invention, discovery, improvement or
innovation made with assistance under this title.

Subsection (c) authorizes the Secretary to waive all or any part
of the right of the United States with respect to any invention made
with assistance under this title if the Secretary determines that the
interest of the United States and of the general public would best be
served by such a waiver.

Slubsection (¢) further specifies the goals of any such waiver. They
include:

(1) making the benefits of the research and development pro-
gram available to the public in the shortest practicable time;

(2) promoting the commercial utilization of inventions; amd

(8) encouraging participation by private parties in the re-
search, and development program, and fostering compstition and
preventing undue market concentration or other situations that
are inconsistent with the antitrust laws.

Subsection (d) specifies the considerations to be taken into account
when the Secretary determines whether a waiver of the interest of the
United States in an invention is to be waived at the time a contract is
entered into. The subsection includes eleven considerations which are
designed to protect the interests of the United States in the invention,
while at the same time making sure that the research and development
Willl bg conducted and the fruits of the research and development
utilized.

Subsection (e) provides for waiver of the interests of the United
States in an invention at a time subsequent to entering into a contract
with respect to research and development under ‘this title. In addition
to the relevant considerations under subsection (d), this subsection
also requires the Secretary to consider the extent to which a waiver
1s a reasonable and necessary incentive to call forth private risk capital
for the development and eommercialization of the invention and the
extent to which the plans, intentions and ability of the contract are
likely to result in the expeditious commercialization of the invention.

Subsection (f) permits, but does not require, the Secretary to re-
serve to a contractor a revocable, or irrevocable, non-exclusive, paidup
license and rights to patents in foreign countries with respect to in-
ventions made under this title, subject to enumerated safeguards.

Subsection (g) authorizes the Secretary to grant exclusive or par-
tially exclusive licenses to any invention made under aid or given
under this title under very narrowly defined circumstances. To sum-
marize, exclusive licenses may be granted only when necessary to bring
the invention to practical or commercial fruition,

Subsection (h) authorizes the Secretary to specify such terms and
conditions as the Secretary may determine to be appropriate to any
waiver of the rights of the United States or the grant of any exclusive
or partially exclusive license. The subsection enumerates the types of
terms and conditions that may be specified.

Subsection (i) requireg the Secretary to give notice in the Federal
Register advising the public of the hearing authorized under sub-
section (h) when the Sectétary requires the granting of a nonexclu-
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sive or partially exclusive license, or terminates a waiver or a non-
exclusive or partially exclusive license.

Subsection (j) requives the Secretary to give consideration and
appropriate weight t¢ small businesses in granting waiver of rights
of the United States to inventions made under this title.

Subsection (k) authorizes the Secretary to certify to appropriate
district courts that any right under any patent of the United States
is reasonably necessary for the expeditious commercipl application
of technology develo under this title. The court woulg then be
authorized to order the owner or exclusive licensee of the patent to
grant licenses on reasonable and nondiscriminateyy terms and condi-
tions as the court shall determine.

Subsection (1) authorizes the Secretary to take all necessary and
appropriate steps to protect any invemtion or discovery to which
the United States holds title.

Subsection (m) defines the various terms used in this section.

. Section 611. Records, Audit ond Ewvaminotion—This section estab-
lishes the procedures by which the Secretary and the ComptroHer
General will maintain surveillance over the manner in which assist-
ance is utilized under this title.

Subsection [@) requires each recipient of financial assistance or
guarantees under this title to keep such records as the Secrstary
shall prescribe with respect to such assistance or guarantees, inchud4
ing records which fully disclose the amount and disposition of the
proceeds of such assistance, the total cost of the project or under-
taking, the amount of the cost of the project supplied by other sources,
and such other records as will facilitate an effective audit.

Subsection (b) gives the Seeretary and the Comptrollér General
access to angebooks, documents, papers, and records of such receipts
which may related or pertinent to assistance referred to under
this section, for the purposes of audit and examination:

Section 612. Repoits—This section requires the Secretary to submit
on or before July 1 of each year a report to Congress of activities under
this title: The repott is to inctude (i) an actount of the state of auto-
mobile research and development in the United States; (ii) the num-
ber and amount of grants made and obligations guaranteed; (iii) the
progress made in developing praduction prototypes of advanced auto-
mobiles within the shortest practieable time after the date of ensact-
ment of this title; and (iv) suggestions for improvements in advanced
automobile research and development, including recommendations for
legislation.

Section 613. Government Procurement.—This section requires the
Administrator of Gemeral Services to consult periodically with the
Low Emission Vehiclé Certification Board to determine when produc-
tion prototypes of an advanced automobile are likely to be available.
After a production prototype has been certified, under section 609(c)
of this title, as an advanced automobile, the T.ow Emission Vehicle
Certification Board, in eonjunction with the Administrator of General
Services, shall prescribe such regulations as are necessary to reauire
all Federal agencies to procure and ta use such advanced automobiles
to the maximum extent feasible. The Administrator of General Serv-
ices shall, with the assistance of the Board, provide technical specifi-
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cations and other information with respect to automobiles certified
under this title as advanced automobiles and, together with all other
appropriate officers of the United States, take all steps which are
necepsary or apprapriate to comply with and to fmplement such regu-
lations with respect to all Federally owned motor vehicles, by the
earliest practicable date. .

Section 61}. Relationship to Antitrust Laws.—Subsection (a) states
that nothing in this title shall grant to any person immunity from
civil or orimifial Hability, or create any defenses to actions, under
the antitrust laws. ’

Subsection/(b) défines the term “antitrust laws.” ! a

Section 615. Authorization For Appropriotion.—This section au-
thorizes appropriations for purposes other than the obligation guar-
antee provisions of seetion 608. It provides for appropriations to the
Secretary not to exceed $55 million for the fiscal year ending June 30,
1976, $20 million for the transitional quarter ending September 30,
1976, and not to exceed $100 million for the fiscal year ending Sep-
tember 30, 1977.
. Cnaxces 18y Existing Law

In complianée with subsection (4) of Rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill as re-
ported are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in whieh noehange is proposed is shown in roman) : T

Every manufacturer of new automobiles distributed in commerce
shall, prior to the-delivery of any new automobile to any dealer, or at
or prior to the introduction date of new models delivered to a dealer
prior to such introduction date, securely affix to the windshield, or
side window of such automobile a label on which such manufacturer
shall endorse clearly, distinctly and legibly true and correct entries

‘digclosing the following information concerning] désclosing the in-
opmation required by the Auwtomobile Fuel Economy Adt together
with the following information concerpgng such automobile.

Estimatep Costs

P’u'rsuant to the requirements of section 252 of the Iegislative Reor-
ganization Act of 1970, the Committee estimates that the cost of the
proposed legislation will be as follows:

Fiscal year—

Transitional
Title 1976 quarter 1977 1978
1, Automotive fuel economy________ a1k, 000,000 750, 000 3,000, 000 3,000, 000
It Astomotive R. & D_... ... ... ... _____ 55,000,000 20,000,000 160,000,000 .o ... ...
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