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THE WHITE HOUSE
WASHINGTON

Mr. President:

Brzezinski recommends that
you only discuss one of
Peter's talking points in
such a brief meeting --
that you are happy with the
clear commitment President
Lopez made to us to work
jointly on the problem of
drug trafficking.

Rick (wds)
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MEMORANDUM TO THE PRESIDENT .

FROM Peter Bourne?-% ¢ N
SUBJECT: Meeting with President Lopez-Michelsen.

Thanks to the ground work which Rosalynn accomplished the meet-
ing with President Lopez-Michelsen was extremely successful and
lasted more than an hour. He immediately read your letter,
responded very favorable to it, and asked me to express his
appreciation to you. I then made the following points:

-Drug trafficking between U.S. and Colombia is a joint
problem. That this issue was of great concern to you,
not merely because of the effects on Americans. but
also because of the economic damage to Colombian Society.
It makes no sense for one country to be blaming the other

What was needed was joint cooperation at the highest level.

He agreed to the joint commission headed by their Foreign
Minister, who is currently in New York and whom he will
have contact Secretary Vance this week. He recommended

a follow up meeting between Vance, Foreign Minister Lievano,
Ambassador Barco, Ms. Falco and myself, with Ambassador Barco

to take the lead at future working level meetings with our
officials. Most importantly he suggested that he would
assign a narcotic liaison officer to their embassy here in

Washington to work exclusively on the drug issue. I accept-

ed the idea enthusiastically.

~-I expressed your concern over corruption, and said that you

were aware of information on many people in high positions
in Colombia benefitting from the drug traffic. I conveyed
your offer to provide him a confidential briefing, and he
immediately accepted. I am arranging for this to take
place during the next two weeks, with Hank Knocke taking
the lead accompanied by Peter Bensinger.

-President Lopez also suggested that we seek jointly ways
in which major American traffickers in Colombia might be
more effectively prosecuted and returned to the United
States. While this poses some legal problems I told him
we would be delighted to pursue this.

—-He made no move to demand large amounts of money, as we
thought he might.

-Finally I told him that if in three months or six months
he was not happy with the way things were going on this
issue, or if he felt we had failed to fulfill the commit-
ments I was making to him at this time, I knew that you
would want him to let you know immediately.
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Sir Geoffrey Stanley DE FREITAS UNITED KINGDOM

Vice President, European
Parllament (s;nce 1975)

Addressed as:
Sir Geoffrey

A member of the right
wing faction of the Labor
Party, Sir Geoffrey de
Freitas is currently serving
as president of the. North
Atlantic Assembly. Long
interested in international
affairs, he has represented
his country at the UN General"
Assembly, the Consultative Assembly of the Counc11
of Europe and the Noxrth Atlantic Treaty Parlia~-

- mentarians' Conference. He has been chairman of

the European-Atlantic Group, pre51dent of the .
British-Atlantic Committee and vice chairman of the
British Council. A driving force in the 1975 cam~
paign to continue British membership,in the European

- Communities (EC), he is knowledgeable in defense

affairs as well as EC matters. De Freitas has.
praised the US role in maintaining European security
but has been unhesitatingly critical when he dis-

- approves of us pollcles.

Durlng 1934-35 de Freitas studied 1nternatlona1
law at Yale Unlver91ty. He has been a Member of
Parliament since 1945, except for a 3-year-period
when he served as High Commissioner to Ghana (1961-63)
and Kenya (1963-64). He has lectured on various
aspects of parliamentary democracy in Amerlca, Indla,
Japan, Afrlca and Europe.,

De Freitas, 64 has been marrled since 1938 to -
the former Helen Graham Bell, a graduate of Bryn = .
Mawr University and daughter of Laird Bell, a Chicago
lawyer. The de Freitases have three sons and a daugh=
ter. ' : ? ‘
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the balance would swing in favor of the subcommittee case. Qae e—8-year
period, however, the Administration case costs approximately

than the Krueger case. If the analysis were extended two to three~years,
the additional new gas produced under the subcommittee case would tip the
balance in the opposite direction. :

SUBCOMMITTEE CASE

Avg. Price/mcf Quan.(t.c.f.) Consumer Cost (billions)

New Discoveries 2.45 22.40 54,88
Interstate Uncommitted (1) 2.18 21.60 47.09
Intrastate Uncommitted 2.42 15.80 38.20
Interstate Committed , .55 49.10 26.98
Intrastate Committed(2) 2.00 35.50 71.00
Alternate Fuels 0 0

238.15
*

(1)

(2)

This quantity is derived by applying the implicit administration price
elasticity to the difference in price between the Administration case and the
Subcommittee case for new gas as defined by the Subcommittee bill.

Since a price ceiling of about $1.90/mcf would be imposed on this cate-
gory of gas by the Subcommittee bill for the period 1978-1982, the average
price would be approximately $2.18.

Intrastate committed gas is currently under contract and would not rise
immediately to the deregulated price. This gas now averages about $1.50
in Texas. The Subcommittee bill abrogates redetermination clauses and
thus the gas could not rise to the deregulated price until the contracts
expire. Also, the Subcommittee bill lessens the access of interstate
pipelines to this gas once the contract expires, and thus its price would
probably not rise to the full deregulated price even if all contracts did
expire immediately.






Mr. Krueger,

During our hearings several Intrastate pipelines indicated that their
average purchased gas acquisition cost was in the range of $1.40-1.60/mcf. Sub-
tracting $.20 for transportation, it appears that the average flowing gas price
intrastate is $1.30 to $1.35. The Administration analyses assumed a flowing gas
price of only $262 in 1978 and $.70 in 1985. 1If one instead assumes a 1978 price
of $1.35 and a 1985 price of $2.40 (still below the distillate equivalent price)
then the Administration analyses understates ~~oducer revenues under continued
regulation by $4.53 billion in 1978 and a cun lative total of $44.36 billion
through 1985. This means that case 1 deregulacion costs $56 billion minus $44
billion, or $12 billion rather than their calculated $56 billion.

lase

78 79 80 81 82 83 84 85

Committed Volume 6.2 5.6 5.1 4.5 4.1 3.7 3.3 3.0
Price 1 .62 .63 .64 .65 .67 .68 .69 .70
Price 2 1.35 1.60 1.90 2.00 2.10 2.20 2.30 2.40
Revenues 4.53 5.43 6.43 6.08 5.86 5.62 5.31 5.10

Chip Schroeder
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"Some Errors in Administration's Analysis of Deregulation"

Error 1: §$5.6 billion error

The Administration has assumed that Interstate

Uncommitted Gas would immediately sell, under the Subcommittee
bill, at deregulated prices ranging from $2.35 to $2.43 per

mcf. Most Interstate Uncommitted Gas comes from the federal
domain offshore. This gas, under the subcommittee bill, would
sell at FPC-approved prices, but until those were set, the

bill sets the dinterim price at $1.90. The total quantity

of gas that the Administration postulated in this category is

11.2 trillion cubic feet. This amount, multiplied by $2.39-1.90 =

.49, comes to a grand total error of $5.6 billion.

Error 2: $17.43 billion efror

The Administration document assumes that contracts for
interstate gas which is already flowing and being sold at FPC-
regulated prices would be terminated and renegotiated. This
assumption is false: the Subcommittee-passed bill does not allow
for any automatic redetermination of existing contract prices.
Under the bill the FPC would have to approve any changes in price,
as it does now; therefore no change in the price of this gas can

be attributed to the Subcommittee bill.

Error 3: $12.06 billion error
The Administration assumes that flowing gas currently

committed for intrastate sales would be subject to renegotiation




Page 2.

of contracts. While such contracts, upon expiration, are
subject to renegotiation under the Subcommittee bill-, they
are also subject to it under existing policy, which the
Administration used for its base.case. Therefore no change

can be attributed to the Subcommittee bill.

Error 4: incalculable hillions, resulting from erroneous base
case assumptions. _ .
The Administration base case supposedly represents
a continuation of the status quo: interstate and intrastate
markets with a continuation of current policies. Yet there
are several obvious errors:
(a) the price for newly discovered gas is assumed
to range from $1.52 - $1.55 between the years
1978-1985. This assumption apparently posits
‘that all interstate and intrastatefgés would sell
for prices comparable to new interstate gas. In
fact, new intrastate gas in Texas now sells for
about $2. Thus the base case assumptions for
newly discovered gas are low.
(b) the price assumed for interstate uncommitted gas
is set at $1.30 from 1978-85. This price is
unrealistically low, given the Court's recent approval

'of FPC Opinion 770A, which granted $1.42 for new

gas since 1975.
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(¢) the price assumed for intrastate uncommitted
gas is set at prices .of $1.52 - $1.60 for the
years 1978 - 85. This price is clearly ;rfoneous,
since new intrastate gas today sells in Texas at about
$2.

(d) the price assumed for intrastate committed gas
is $.62 to $.70 from 1978 - 85. 1In reality, the
average price in the largest intrastate market is
already about $1.50.

(e) the document postulates that the Carter energy plan
would produce at least 4.1 trillion cubic feet of
additional gas beyond the base case because of its
higher price:; 1In calculating base case costs,
however, the Administration assumed that replacement
fuels for this quantity of gas lost through lack of
price incentive, cost nothing. If substituted for
by the cheapest substitute, OPEC oil, the cost to

American consumers would be at least $10 Billion.

Error 5: uncounted billions
The Administration assumed 4.1 TCF of additional supply
response for the Administration proposal compared with the
Base Case, becagse of the higher Administration price of $1.75

per mcf. However, it assumed no additional supply response for

the Subcommittee bill, which allows a price higher than $1.75.
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Such an assumption is illogical. Further, for each additional
TCF of gas so produced, consumers save at least $2.5 ﬁillion,

the cost of replacement fuel.
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GAS DFCCNIROL ~ CASE 1

Supplied by
Administration Analysts

(1975 Sollars, revenues in billions)

1978 1979 1980  1981° 1982 - 1983 1984  -1985
.2 .3 .5 .9 1.7 2.6 3.1 3.7
2.35  2.37 . 2.39  2.41 2.43 ' 2.46 2.48  2.50
.470 711 1.195  2.169° 4.131 6.396 7.688 9.250 $ 32.0
error g _
1.1 1.7 2.3 2.9 3.2 3.3 3.5 3.6
(235 2.37 7.39 .41 74D  2.46- 2.48  2.50
2.585 4.029 5.497  6.989 7.776 8.118 8.680 9.000 $ 52.6
.8 1.3 1.7 2.1 2.3 2.4 2.6 2.6
2,35 "2.37° . 2.397 2741 2.43- - 2.46- 2:48  2.50--
1.880 3.081 4.063 5.061  5.589 5.904 6.448 6.500 $ 38.5
8.6 7.8 7.0 6.3 5.6 5.1 4.6 4.1
. .52 .53 .54 .55 .56 .57 .58 .59
,4-472 4.13¢ 3.780  3.465  3.136  2.907 2.668 2.419 $ 26.9
6.2 5.6 5.1 4.5 4.1 3.7 3.3 3.0
.62 .63 .64 .65 .67 . .68 .69 .70
3.844. 3.528 3.264 2.925 2.747 2.516 2.277 2.100
13.251 15.483 17.799 20.609 23.379 25.841 27.761 29.269 $173.3
11.266 12.152 12.941 14.157 15.464 16.250 16.987 17.384 $116.6
1.985- 3.331 4.858  6.952 7.915 9.591 10.774 11.885 $ 56.7

1978-85




Interstate
Zommatied:
Existing total
Renegotiated
Rznecotiation
Price

Price Difference

Revenue Difference -

Intraestate
Cammitted: -
Existing total
Renegotiated
Renegotiation
Price

Price. Difference

Revenue Difference
2

Total Revenuve 2°
Difference

Czse 1 Revenue

Difference

Total Case.2-
Revenuve Difference

1981

1978 1979 1980 -

8.6 7.8 7.0 6.3
.3 .5. .8 1.0
2.35  2.37  2.39  2.41
1.83 1.e4 1.85 1.86
.549 .920 1:480 1.860

6.2_ 5.6 5.1 4.5
2 .4 .6 .8
2.35 2.37 2.39 2.41
1.73 1.74 1.75 1.76
.346 696 1.050 1.408

895 1.616 2.530 3.268
1.985 3.331° 4.858 6.452
4.947 7.388 9.720

2.880

1982

GAS DECONTROL — CASE 2

Supplied- by
Administration Analysts

(1975 dollars, revenues in billions)

1985 1978-85

1983 1984
5.6 ~ 5.1 4.6 4.1
1.3 1.5 1.8 2.05
2.43  2.46 2.48  2.50
1.87 1.89 1.90 1.91 ‘error2
. e
2,431 2.835 3.420 3.96 (§17.43):
4.1 3.7 3.3 3.0
.9 1.1 1.3 1.5
2.43 2.46 - 2.48 2.50 :
1.767  1.78 179 1.80 3 |
1.584 1.958 2.327 2.700 ($12.06) |
4.015 4.793 5.747 6.616 $29.48 §
' |
. . ;
7.915 9.591 10.774 11.885 $56.79 |
j
11.930 14.384 16.521 18.501 $86.27
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DeLTA AIR LINES, INC.
HARTSFIELD ATLANTA INTERNATIONAL AIRPORT

. ATLANTA, GEORGIA 30320
W. T. BEEBE

CHAIRMAN OF THE BOARD AND

Cuier EXEcCUTIVE OFFICER June 20 s 1977

Miss Mary Schuman

Assistant Director-Domestic
Policy Staff

Office of Domestic Council

The White House

227 0l1d Executive Office Building

Washington, D. C. 20501

Dear Miss Schuman:

You have asked for Delta's comments concerning the Staff Working
Draft (dated June 13, 1977) of a Bill which would amend the Federal
Aviation Act. As we understand it, this draft is a rework of S.

689 and S. 292, concerning which Mr. Dick Maurer, our Senior Vice
President and General Counsel, and Jim Callison, our Vice President-
Law & Regulatory Affairs, have provided detailed comments to the
Senate Aviation Subcommittee, with copies to you and others.

Regretfully, we must oppose the new draft. I say ''regretfully"
because Delta has endeavored in the past to provide interested
Executive and Congressional offices with constructive comments

and suggestions for improving the existing Federal Aviation Act,

if it must be amended at all. We had hoped that as a result of

our extensive efforts in this respect, a new draft bill would be
produced which would more closely reconcile the views of reformers,
of those who believe in the soundness of the existing Act, of large
carriers, of small carriers, and of consumers. We do not believe
that the present draft does this.

We remain ready to assist and contribute to the reform debate,

but we frankly see few of our past suggestions embodied in the
present draft; actually find many of our comments and ideas rejected;
see repetition in the explanatory statement accompanying the draft
of many of the same factual errors which we have previously pointed
out to the Senate Aviation Subcommittee and others; see many areas
where the draft is less favorable to carriers in Delta's position,
which have grown over the years as the result of efficient and
profitable operations, than was S. 689 or S. 292; find a number of
new concepts in the bill upon which we have not been given an oppor-
tunity to comment or testify; and therefore see no basis upon which



Miss Mary Schuman Co=2- June 20, 1977

we can support the draft. 1In our extended testimony on S. 292
and S. 689 we listed areas of change which we thought might be
constructive, and suggested specific alternative language where
we thought the language in those bills would not be in the public
interest.  Once we have had an opportunity to study the new draft
in more detail, and if we are provided with an opportunity to do
so, we could attempt this sort of constructive comment once again.
But our initial reaction to the new draft is that from the stand-
point of carriers in Delta's position, the bill is highly discrimi-
natory and, realistically, not subject to amendment in a manner
which would render it acceptable to Delta. '

Indeed, a hurried reading of the draft leads us to believe that

it may even specifically be designed to penalize Delta and other
carriers in Delta's position. For example, the "Automatic Market~
Entry'" section provides that large air carriers may file an appli-
" cation for such authority annually for not more than one pair of
points "so long as the statute miles between such points for each
year does not exceed 2,000 miles." This provision would let every
large carrier in the country seek authority in Delta's Atlanta-
Los Angeles market, which is 1,946 miles in length. On the other
hand, it would preclude us from seeking authority in many other
transcontinental markets into which we conceivably might want to
move, for example, New York-Los Angeles and Miami-Los Angeles.

We see no rational basis for segregating transcontinental markets
even within the southern tier in this manner, and can only conclude
that the provision has not been adequately thought through, or
that it was specifically designed to discriminate against carriers
in Delta's position. This is just a single example--we mention
other discriminatory aspects of the draft below.

But before we go into any more detail, let us make five preliminary,
general comments:

First, we did not obtain a copy of the bill and its explanatory
statement here in Atlanta until late Wednesday afternoon.

Mr. Maurer has been out of the office, and Mr. Callison has
been substantially tied up on other matters. Accordingly,
Delta has not yet had a chance to do more than quickly peruse
the Working Draft. As a result, our comments in this letter
will be fairly general.

Second, Delta's basic position remains the same as it has
throughout the regulatory reform debate, and as it has been
detailed in Mr. Maurer's testimony, Mr. Callison's SMU article,
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after it has been submitted to the CAB for decision following
issuance of an Administrative Law Judge's Initial Decision.
We also have general concern with the imposition of time
limits on the Administrative Law Judges. All in all, Delta
continues strongly to support its own proposed expedited
procedure language, as set forth in the Section 1010 advanced
in our written testimony on S. 689, ’

'16. We are pleased to see that the Working Draft continues to
include a federal preemption section. Delta has suggested
a somewhat broader section, which we continue to prefer.

We do think that federal preemption of economic regulation
needs to be clearly stated in any new law, and that pre-
emption of operational aspects of the industry's regulation
needs to be clarified. We think confusion will result from
the Working Draft's proposed permission for the CAB to.
allow a state to continue to regulate the instrastate opera-
tions of an air carrier whose interstate operations will

be regulated by the CAB. Indeed, this provision could well
result in increased, and even duplicating regulation. We
would think full federal preemption in this area would be
preferable.

As we said earlier, the foregoing comments are initial reactions
only. If an opportunity presents itself, we would like to comment
in more detail. But in general we are certain to remain opposed
to most of -the Working Draft. We would nevertheless urge you to
take all steps you can to insure that adequate time is provided for
comments on the Working Draft, before the Aviation Subcommittee's
mark-up session. We think this would take a matter of some weeks,
. if for no other reason than so many of the provisions in the draft
are totally new, and that our own staffs are committed at this
particular time to other matters which cannot simply be dropped
to comment fully on the proposed draft.

We thank you for soliciting our views, and for your visiting last
week with our Mr. Shipley. Mr. Shipley, Mr. Maurer, or Mr. Callison

would be happy to discuss our views with you in more detail, if you
think that appropriate.

Sincerely yours,

WIB/rta

bc: President Jimmy Carter
























THE WHITE HOUSE
WASHINGTON

Mr. President:

Eizenstat and Lipshutz concur.

Rick (wds)






Technical Description of Proclamation Implementing
Import Relief on Color Television Receivers

The proclamation is issued pursuant to authority
in the Trade Act of 1974 (sections 202 and 203). The
Proclamation (1) recites the USITC finding; (2) recites
the Presidential determinations made on the USITC
findings both with regard to the split vote on injury
and on the remedy for the serious injury found to exist;
(3) the determination of the President to negotiate
an orderly marketing agreement and a recitation of the
statutory requirements that were met regarding that
decision, including the report to the Congress; (4) a
recitation of the Trade Act reguirement that import
relief be proclaimed and take effect within 90 days
after the Presidential determination; (5) the recitation
of the fact that an orderly marketing agreement was
signed on May 20 and giving the main provisions of
that agreement; (6) a recitation that the agreement is
in conformity with the Trade Act by permitting the
importation of a quantity or value of articles which is
not less than the average annual quantity or value in
a recent representative period.

The implementing provisions of the proclamation
cite the Constitutional and statutory authorities of
the President and,

(1) Proclaims that an orderly marketing agreement
was entered into between the Government of the United
States and the Government of Japan effective July 1, 1977,
to be implemented according to its terms and as directed
in the Proclamation;

(2) and (3) Delegates to the Special Representative
for Trade Negotiations acting in consultation with other
interested agencies the President's authority under
section 203(e) (2) and (3) and 203(g) (1) and (2) to make
determinations regarding the orderly marketing agreements
and other import relief ¢ 1 to administer the relief,
including a specificatio.. chat the Special Representative
shall prepare for the President any additional proclamations
that might be necessary;

(4) Directs the Special Representative, in addition
to other necessary actions, to institute certain specific
actions in administering the agreement, including:

(a) The basis on which the Special Representative may
make determinations under 203(e). (b) and (c) The
conditions under which import restrictions will be





















































