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Title 3—The President
Executive Order 12026 • December 5, 1977

Reinstatement Rights of Certain Employees of the Department of Energy

By virtue of the authority vested in me by Sections 3301 and 3302 of Title 5 of 
thé United States Code, and as President of the United States of America, the service 
of an employee of the Atomic Energy Commission or of the Energy Research and 
Development Administration pursuant to a Regular or Regular (Conditional) 
appointment, other than such service in an attorney position, who was transferred to 
the Department of Energy pursuant to the Department of Energy Organization Act 
(91 Stat. 565; 42 U.S.C. 7101 et seq.) shall be considered as Career or Career- 
Conditional service, respectively, for purposes of eligibility for reinstatement in the 
competitive Civil Service.

T he White H ouse,
December 5, 1977.

[FR Doc.77-35131 Filed 12-5-77 ;3:58 pm]
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THE PRESIDENT

[3195—01 ]
Executive Order 12027 • December 5, 1977

Relating to the Transfer of Certain Executive Development and 
Other Personnel Functions

By virtue of the authority vested in me by the Constitution and statutes of the 
United States of America, including Reorganization Plan No. 2 of 1970 (5 U.S.C. App. 
II) , Section 202 of the Budget and Accounting Procedures Act of 1950 (31 U.S.C. 
581c), and Section 301 of Title 3 of the United States Code, and as President of the 
United States of America, in order to transfer certain functions from the Director of 
the Office of Management and Budget to the United States Civil Service Commission, 
it is hereby ordered as follows:

Section 1. The following functions which heretofore have been performed by 
4he Director of the Office of Management and Budget, either alone or in conjunction 
with the United States Civil Service Commission, are hereby reassigned and delegated 
to the United States Civil Service Commission:

(a) Providing overall Executive Branch leadership, regulation, and guidance in 
executive personnel selection, development, and management including:

(1) Devising and establishing programs and encouraging agencies to devise and 
establish programs to forecast the need for career executive talent and to select, train, 
develop, motivate, deploy and evaluate the men and women who make up the top 
ranks of Federal civil service;

(2) Initiating and leading efforts to ensure that potential executive talent is 
identified, developed and well utilized throughout the Executive Branch and;

(3) Ensuring that executive training and motivation meet current and future 
needs.

(b) Studying and reporting on issues relating to position classification and the 
compensation of Federal civilian employees, including linkages among pay systems, 
and providing reports on average grade levels, work-years and personnel costs of 
Federal civilian employees.

(c) Providing primary Executive Branch leadership in (1) developing and re­
viewing a program of policy guidance to departments and agencies for the organiza­
tion of management’s responsibility under the Federal Labor Relations program; and 
(2) monitoring issues and trends in labor management relations for referral to appro­
priate Executive Branch officials including the Federal Labor Relations Council.

Sec. 2. Section 1 of Executive Order No. 11541, as amended, is further amended 
by adding thereto the following new subsection:

“ (d) The delegation to the Director of the Office of Management and Budget 
of the following executive development and personnel functions (which have been 
transferred to the Civil Service Commission) is terminated on December 4, 1977:

(1) Providing overall Executive Branch leadership, regulation, and guidance in 
executive personnel selection, development and management.

(2) Studying and reporting on issues relating to position classification and the 
compensation of Federal civilian employees, including linkages among pay systems, 
and providing reports on average grade levels, work-years and personnel costs of 
Federal civilian employees.

(3) Providing primary Executive Branch leadership in (i) developing and 
reviewing a program of policy guidance to departments and agencies 'for the organiza­
tion of management responsibility under the Federal Labor Relations program; and 
(ii) monitoring issues and trends in labor management relations for referral to appro­
priate Executive Branch officials including the Federal Labor Relations Council.”.

Sec. 3. Executive Order No. 11491, as amended, is further amended by amending 
Section 25(a) to read as follows:

' \
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61852 THE PRESIDENT

“The Civil Service Commission, in conjunction with the Director of the Office 
of Management and Budget, shall establish and maintain a program for the policy 
guidance of agencies on labor-management relations in the Federal service and shall 
periodically review the implementation of these policies. The Civil Service Gommis- 

’ sion shall be responsible for the day-to-day policy guidance under that program. The 
Civil Service Commission also shall continuously review the operation of the Federal 
labor-management relations program to assist/in assuring adherence to its provisions 
and merit system requirements ; implement technical advice and information programs 
for the agencies ; asssit in the development of programs for training agency personnel 
and management officials in labor-management relations; and, from time to time, 
report to the Council on the state of the program with any recommendations for its 
improvement.”.

Sec. 4. Section 5(a) of Executive Order No. 11636 of December 17, 1971, 
establishing an Employee-Management Relations Commission as a committee of the 
Board of the Foreign Service, is amended by deleting: “The representative of the 
Office of Management and Budget shall be the Chairman of the Commission” and 
substituting therefor “The representative of the Civil Service Commission shall be the 
Chairman of the Commission”.

Sec. 5. The records, property, personnel, and unexpended balances of appropria­
tions, available or to be made available, which relate to the functions transferred or 
reassigned by this Order from the Office of Management and Budget to the United 
States Civil Service Commission, are hereby transferred to the United States Civil 
Service Commission.

Sec. 6. The Director of the Office of Management and Budget shall make such 
determinations, issue such orders, and take all actions necessary or appropriate to 
effectuate the transfers or reassignments provided by this Order, including the transfer 
of funds, records, property, and personnel.

Sec. 7. This Order shall be effective December 4, 1977.

T he White House,
December 5, 1977.

[FRDoc.77-35132 Filed 12-5-77;3:59 pm]
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[ 1505-01 ]
Title 7— Agriculture

CHAPTER IX— AGRICULTURAL MARKET­
ING SERVICE (MARKETING AGREE­
MENTS AND ORDERS; FRUITS, VEGE­
TABLES, NUTS), DEPARTMENT OF 
AGRICULTURE

[Docket No. AO-85-A8]
PART 905— ORANGES, GRAPEFRUIT, TAN­

GERINES, AND TANGELOS GROWN IN 
FLORIDA

Order Amending Order 
Correction

In FR Doc. 77-33274 appearing a t page 
59367 in the issue for Thursday, Novem­
ber 17, 1977, in § 905'.5(k) which appears 
on page 59368, “Navel oranges; and” 
should have read “Honey tangerines;”.

[7 5 9 0 -0 1  ]
Title 10— Energy

CHAPTER I— NUCLEAR REGULATORY 
COMMISSION

PART 40— LICENSING OF SOURCE 
MATERIAL

General License for Government Agencies’ 
Operational Use of Small Quantities of 
Source Material

AGENCY ; U.S. Nuclear Regulatory Com­
mission.
ACTION: Final rule.
SUMMARY : The Nuclear Regulatory 
Commission is amending its regulations 
to include Federal, State and local gov­
ernmental agencies’ research, develop­
ment, education or operational use of 
small quantities of source material in the 
general license which authorizes certain 
persons to use small quantities of source 
material. This rule change, requested by 
the United States Air Force Radioisotope 
Committee, will lessen the existing ad­
ministrative burden of specific licensing 
requirements for thorium coated lenses.
EFFECTIVE DATE: January 6,1978.
FOR FURTHER INFORMATION CON­
TACT:

Deborah A. Bozik, Office of Standards 
Development, U.S. Nuclear Regulatory 
Commission, Washington, D.C. 20555, 
phone: 301-443-6911.

SUPPLEMENTARY INFORMATION: 
On September 1,1977, the Nuclear Regu­
latory Commission (NRC) published a 
proposed rule (42 FR 43983-4) to amend 
its regulations to include Federal, State 
and local governmental agencies’ re­
search, development, education or opera­
tional use of small quantities of source

material in the general license in § 40.22 
which authorizes certain persons to use 
small quantities of source material. The 
proposed rule was published in response 
to a petition for rule making (PRM 40- 
20) filed by the United States Air Force 
Radioisotope Committee, Wright-Patter- 
son Air Force Base, Ohio, requesting that 
the Commission amend the general li­
cense in 10 CFR 40.22, “Small Quantities 
of Source Material,” to (a) authorize 
use and transfer of source material under 
the general license by Federal agencies 
for operational purposes, and (b) au­
thorize USAF possession and operational 
use of thorium, as a fluoride salt, in anti- 
reflective lens coatings on thermal imag­
ing lenses of the Forward Looking In­
frared (FLIR) imaging system. The pub­
lic was invited to submit written com­
ments on the proposed rule by October 3, 
1977, and one comment was received. The 
one comment supports the proposal to 
extend the general license to government 
agencies but expresses the view that the 
term “Governmental agencies” is too 
narrow and should be expanded to in­
clude governmental installations, activi­
ties and laboratories. The terms “Gov­
ernment agency” and “person” used in 
the § 40.22 general license are broadly 
defined in 10 CFR 40.4 (c) and (e), and 
the general license should be read in the 
light of these definitions. Moreover, in 
order to permit the greatest flexibility in 
use of small quantities of source mate­
rial under the general license, the rule 
does not restrict application of the gen­
eral license to the largest unit in any 
class of persons specified. Rather, para­
graph (a) (4) of this general license is 
applicable to any size unit, other than 
individuals, which is physically separate 
from other units. The purpose of the 
physical separation is to make it unlikely 
that more than 15 pounds of source 
material could be brought together in a 
single location.
„ Although the thermal imaging lenses 
which the Federal, State and local gov­
ernmental agencies would be authorized 
to possess and use for operational pur­
poses under this general license would 
not be used in eyepieces, the comment 
also pointed out that the use of lenses 
in eyepieces containing more than 0.05 
percent by weight of source material 
should not be permitted. This comment 
raises questions about some manufac­
turers of lenses used in eyepieces dis­
tributing those products under the gen­
eral license in § 40.22. Since the amend­
ment does not include manufacturers, 
we consider the comment not applicable 
to this amendment. Nonetheless, a sepa­
rate study is being planned to deter­
mine what additional restrictions, if any,

are needed in § 40.22 to restrict manu­
facture and distribution under the gen­
eral license of products that may be in 
prolonged close proximity to human tis­
sue during use.

Under the Atomic Energy Act of 1$54, 
as amended, the Energy Reorganization 
Act of 1974, as amended, and sections 
552 and 553 of title 5 of the United 
States Code, the following amendment 
to Title 10, Chapter I, Code of Federal 
Regulations, Part 40 is published as a 
document subject to codification.

1. Section 40.22 of 10 CFR Part 40 is 
amended by revising paragraph (a) (4) 
to read as follows:
§ 40.22 Small quantities o f source ma­

terial.
(a) A general license is hereby issued 

authorizing use and transfer of not more 
than fifteen (15) pounds of source mate­
rial at any one time by persons in the 
following categories:

* # # * *
(4) Commercial and industrial firms 

and research, educational and medical 
institutions and Federal, State and local 
governmental agencies for research, de­
velopment, educational, commercial or 
operational purposes;

* * * * *
(Secs. 62, 63, 161, Pub. L. 83-703, 68 Stat. 932, 
933, 948 (42 U.S.C. 2092, 2093, 2201); sec. 201, 
as amended, Pub. L. 93-438, 88 Stat. 1242, 
Pub. L. 94-97, 89 Stat. 413 (42 U.S.C. 5841) .)

Dated at Bethesda, Md., this 11th day 
of November 1977.

For the Nuclear Regulatory Commis­
sion.

Lee V. Gossick,
Executive Director for Operations.

[PR Doc.77-34811: Filed 12-6-77:8:45 am[

[3 1 2 8 -0 1 ]
CHAPTER II— FEDERAL ENERGY 

ADMINISTRATION 1
PART 211— MANDATORY PETROLEUM 

ALLOCATION REGULATIONS
Amendment to Entitlements Program to 

Revise Factor Used to Determine Entitle­
ment Value of Naphtha Feedstocks Im­
ported Into Puerto Rico

AGENCY: Economic Regulatory Admin­
istration, Department of Energy.
ACTION: Final rule.

1 Editorial Note.—Chapter II will be re­
named at a future date to reflect that it con­
tains regulations administered by the Eco­
nomic Regulatory Administration of the 
Department of Energy.
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SUMMARY: The Economic Regulatory 
Adm inistra tio n  (ERA) of the Depart­
ment of Energy (DOE) is amending the 
domestic crude oil allocation (“entitle­
ments”) program (10 CFR 211.67) by 
revising the factor which is used in cal­
culating the imputed cost of domestically 
produced naphtha for purposes of de­
termining the entitlement value awarded 
with respect to the naphtha imports of 
firms operating petrochemical plants in 
Puerto Rico. The purpose of this amend­
ment is to compensate mqre accurately 
under the entitlements program for the 
feedstock cost disadvantage of the petro­
chemical industry in Puerto Rico, which 
is reliant on imported naphtha, as com­
pared with mainland petrochemical pro­
ducers that have access to naphtha pro­
duced by domestic refiners.
EFFECTIVE DATE: ERA has deter­
mined that the revised factor will apply 
effective with naphtha imports for No­
vember 1977, which will be reflected in 
the January 1978 entitlement notice.
FOR FURTHER INFORMATION CON­
TACT:

Deanna Williams (FEA Reading 
Room), 12th and Pennsylvania Avenue 
NW., Room 2107, Washington, D.C. 
20461,202-566-9161. .
Allen Hoffard (Media Relations), 12th 
and Pennsylvania Avenue NW., Room 
3104, Washington, D.C. 20461, 202- 
566-9833.
Douglas Mclver (Entitlements Pro­
gram Office), 2000 M Street NW., 
Room 61281, Washington, D.C. 20461, 
202-254-8660.
Michael Paige or Judith Garfield (Of­
fice of the General Counsel), 12th and 
Pennsylvania Avenue NW., Room 7132, 
Washington, D.C. 20461, 202-566-9565 
(Paige); 202-566-2085 (Garfield).

SUPPLEMENTARY INFORMATION:
I. Background

II. Discussion of Comments
A. General
B. Factor and Methodology
C. Calculation of Imported Naphtha

Costs
D. Mainland Imports 

ITT. Amendment Adopted
I. Background

On September 30, 1977, the Federal 
Energy Administration (FEA) issued a 
notice of proposed rulemaking and pub­
lic hearing (42 FR 54424; October 6, 
1977) to amend the entitlements pro­
gram (10 CFR 211.67) by revising the 
factor which is used in calculating the 
imputed cost of domestically produced 
naphtha for purposes of determining the 
entitlement value awarded with respect 
to the naphtha imported by firms op­
erating petrochemical plants in Puerto 
Rico. Use of an imputed cost of domes­
tically produced naphtha in these cal­
culations is required to prevent over­
compensation of Puerto Rican petro­
chemical firms in the event that foreign 
naphtha prices fall to an unusually low 
level. See 41 FR 30322; July 23, 1976.

The current regulations permit Puerto 
Rican petrochemical producers to re­
ceive entitlement benefits for imported 
naphtha feedstocks as a means of al­
leviating the competitive disadvantage 
of these firms, which are dependent upon 
higher priced naphtha imports for their 
feedstock, as compared with mainland 
petrochemical producers that have ac­
cess to naphtha produced by domestic 
refineries. Under the regulations, eligi­
ble firms are issued entitlements with re­
spect to each barrel of naphtha imported 
for use as a petrochemical feedstock on 
the same basis as for a barrel of crude 
oil included in a refiner’s crude oil runs 
for the month, unless the weighted av­
erage imported naphtha costs of firms 
reporting imports into Puerto Rico for 
this purpose exceed the imputed cost of 
domestically produced naphtha for that 
month by less than the per barrel crude 
oil entitlement value. In the latter case, 
the entitlement value for each barrel of 
imported naphtha is equal to the differ­
ential between such weighted average 
imported naphtha costs and the imputed 
cost of domestic naphtha. For purposes 
of calculating the imputed costs of do­
mestically produced naphtha, a factor 
of one hundred twenty percent (120%) 
has been applied to the weighted average 
cost of crude oil for all domestic refiners 
for the month in question.

In the September 30 notice FEA pro­
posed to revise the factor for calculat­
ing the imputed cost of domestic naph­
tha from one hundred twenty percent 
(120%) to one hundred thirteen percent 
(113%). This proposal was based on 
FEA’s review of current data relating to 
naphtha prices and crude oil costs which 
indicate that, due to fluctuations in 
world naphtha market prices and the 
steady decline in naphtha values over 
the past year, the factor used to calcu­
late the imputed cost of domestic naph­
tha as currently set forth in the regula­
tions is too high. FEA was concerned 
that, because of the discrepancy between 
the factor set forth in the regulations 
and the naphtha-to-crude oil price ra ­
tios for the first eight months of 1977, 
petrochemical procedures located in 
Puerto Rico may not be receiving suffi­
cient entitlement value for the naphtha 
feedstocks that they import, thus result­
ing in a relative competitive disadvan­
tage for these petrochemical producers 
as compared with mainland firms.

FEA also proposed that the naphtha 
costs of any firm receiving relief from 
FEA's Office of Exceptions and Appeals 
with respect to its naphtha imports into 
Puerto Rico be excluded from the cal­
culation of the weighted average per 
barrel cost of naphtha imported into 
Puerto Rico for purposes of § 211.67(d)
(5) (iii). FEA had tentatively concluded 
that inclusion of the average imported 
naphtha costs of a firm receiving the 
type of exception relief being provided 
Commonwealth Oil Refining Company 
(5 FEA n 83,132, April 14, 1977) in the 
entitlement calculations for other af­
fected companies was not appropriate,

since the value of such a firm’s entitle­
ment issuances is not calculated by ref­
erence to the regulatory provisions 
alone.

Effective October 1, 1977, all functions 
previously performed by FEA were 
transferred to the Department of En­
ergy (Department of Energy Organiza­
tion Act, Pub. L. 95-91 (DOE Act); Ex­
ecutive Order No. 12009, 42 FR 46267, 
September 15, 1977). Section 705(b)(1) 
of the DOE Act provides that:

The provisions of this Act shall not affect 
any proceedings * * * pending at the tinie 
this Act takes effect before any department, 
agency, commission, or component thereof, 
functions of which are transferred by this 
Act; but such proceedings * * * to the extent 
that they relate to functions so transferred, 
shall be continued.
Pursuant to this provision, this rulemak­
ing proceeding, begun by FEA prior to 
the activation of DOE, was continued 
and transferred to DOE.

Further, in DOE Delegation Order No. 
0204-4, the Secretary of Energy dele­
gated to the Administrator of the ERA 
the authority to take such action, in­
cluding the adoption of rules, as is neces­
sary and appropriate to administer sev­
eral functions, among which are the 
allocation and pricing of crude oil and 
refined petroleum products, pursuant to 
the provisions of the Emergency Pe­
troleum Allocation Act of 1973, as 
amended. Pursuant to this delegation, 
the ERA hereby adopts the amendment 
set forth below.

II. Discussion of Comments

Written comments were invited on the 
proposed amendments through Novem­
ber 15, 1977, and fifteen such comments 
were received. A public hearing was held 
in Washington, D.C,, on November 3, 
1977, at which six persons testified. In 
addition, seven persons presented their 
views at a public hearing held in San- 
turce, P.R., on November 8, 1977, pur­
suant to a notice of public hearing is­
sued by ERA on October 21, 1977 (42 FR 
56618; October 27. 1977).

A. GENERAL
The ERA received a number of com­

ments from refiners which expressed 
opposition not only to the proposed 
downward revision of the factor used in 
calculating the imputed cost of domestic 
naphtha, but also to the general concept 
of including within the entitlements pro­
gram naphtha feedstocks imported into 
Puerto Rico for petrochemical use. These 
refiners set forth their opposition to 
awarding entitlements to Puerto Rican 
petrochemical firms for their naphtha 
imports on the ground that the entitle­
ments program originally was designed 
to equalize crude oil costs among refiners 
and should not be used to provide special 
relief to the Puerto Rican petrochemical 
industry at the expense of the domestic 
refining companies. These commenters 
urged ERA to eliminate entirely the en­
titlement benefits for naphtha imported 
into Puerto Rico. In the alternative, how-
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ever, most of these comments recom­
mended retaining the naphtha-to-crude 
price ratio of one hundred twenty per­
cent (120%) set forth in the current reg­
ulations rather than adjusting it down­
ward as proposed.

On the other hand, ERA received testi­
mony from representatives of the Puerto 
Rican petrochemical industry and the 
government of Puerto Rico concerning 
the severity of the feedstock oost dis­
advantage and its economic conse­
quences for both the industry and the 
Commonwealth of Puerto Rico. These 
commenters were in favor of amending 
the current regulations to alleviate this 
situation and recommended that ERA 
award the full crude oil entitlement 
value to Puerto Rican petrochemical 
firms importing naphtha for feedstock 
use or, in the alternative, use a factor 
for calculating the imputed cost of do­
mestic naphtha which is lower than the 
proposed factor of one hundred thirteen 
percent (113%).

ERA remains convinced of the need 
for and the appropriateness of alleviat­
ing the feedstock cost disadvantage of 
the Puerto Rican petrochemical industry 
through the entitlements program. By 
and large the comments received by ERA 
confirm ERA’S preliminary view that an 
amendment to the current regulations 
is needed in order to compensate more 
accurately for this disadvantage. ERA, 
however, has determined to retain the 
regulatory factor based on the imputed 
cost of domestic naphtha due to the po­
tential for fluctuations in naphtha prices 
in the world market. ERA does not be­
lieve that it would be appropriate to 
grant the full crude oil entitlement bene­
fit to naphtha imports when the differ­
ential between the prices of imported 
and domestic naphtha is less than the 
per barrel crude oil entitlement value for 
a particular month.

B. FACTOR AND METHODOLOGY
The proposed factor for calculating 

the imputed costs of domestically pro­
duced naphtha, like the factor currently 
set forth in the regulations, was derived 
by comparing Rotterdam naphtha post­
ings with the estimated delivered cost of 
Arabian Light crude oil to Rotterdam. In 
the proposed rulemaking specific com­
ments were requested concerning the ap­
propriateness of the proposed factor and 
the methodology used to obtain it. In this 
context, comments were also invited on:
(1) The use of Arabian Light crude oil for 
purposes of the naphtha-to-crude price 
ratio; (2) the desirability of periodically 
reviewing and, if necessary, adjusting the 
factor ultimately adopted; and (3) the 
accuracy and feasibility of certain al­
ternative methodologies.

In commenting upon the appropriate­
ness of the proposed factor and the 
methodology used to obtain it, the af­
fected Puerto Rican petrochemical firms 
were in agreement that ERA should 
continue to use this methodology, making 
certain modifications which, in their 
view, would yield a more accurate 
naphtha-to-crude oil price ratio. It was

suggested that it would be more appro­
priate for ERA to calculate the ratio 
using Average Freight Rate Assessments 
(AFRA) charter rates, upon which crude 
oil transportation costs generally are 
based, rather than the spot transporta­
tion rates used in deriving the proposed 
factor. The comments of the Puerto Ri­
can petrochemical firms also recom­
mended against exclusive use of Arabian 
Light crude oil in calculating the 
naphtha-to-crude oil price ratio, argu­
ing that, because' of its high sulfur and 
low naphtha content, Arabian Light is 
not representative of the crude oils used 
to produce naphtha in the United States. 
Instead, these comments urged ERA to 
use costs of a low sulfur crude oil such as 
Algerian-Saharan Blend or a composite 
cost based on the average of the costs of 
crudes used in processing naphtha in the 
United States. Most of these commenters 
also supported a periodic review of the 
factor by ERA.

As mentioned previously, the majority 
of the comments from the refining in­
dustry were opposed to the general con­
cept of including naphtha feedstocks im­
ported into Puerto Rico under the en­
titlements program. The majority of 
these comments also objected to lower­
ing the factor from one hundred twenty 
percent (120%) to one hundred thirteen 
percent (113%), generally on the ground 
that present market conditions do not 
warrant such an adjustment. However, 
tho basic methodology used to obtain 
both the current and proposed factors 
was acceptable to most of these com­
menters, although there was a sugges­
tion to base the factor upon deliveries of 
crude and naphtha into Puerto Rico, 
rather than upon the Rotterdam market. 
Those refiners who addressed the issue 
supported the use of Arabian Light crude 
oil as a reasonable basis' of comparison 
with naphtha postings.

Specific comments were solicited on 
whether any of the following alterna­
tive methodologies for imputing the cost 
of domestically produced naphtha would 
be more accurate than the methodology 
upon which the proposed factor was 
based: (1) Using the price of JP-4 (a 
naphtha-based jet fuel used by the mili­
tary) as a surrogate for the cost of do­
mestic naphtha: (2) determining the 
value of naphtha as a feedstock for gaso­
line by subtracting from an appropriate 
price for gasoline the cost of reforming 
naphtha into gasoline; and (3) identify­
ing the actual market prices of domes­
tically produced naphthas. The response 
to these alternative methodologies was 
generally negative. Although several 
comments supported the use of JP-4 
prices as a surrogate for domestic naph­
tha costs, most were opposed on the 
grounds that the market for JP-4 is rel­
atively small with essentially one pur­
chaser, the Department of Defense, and 
that average prices for JP-4 do not ac­
curately reflect the actual market factors 
influencing domestically produced naph­
tha. The majority of comments ex­
pressed the view that it would be difficult 
to impute the cost of domestically pro­

duced naphtha by determining the value 
of naphtha as a gasoline feedstocks be­
cause of the variation in refining and re­
forming costs among refiners, the prob­
lem of deciding what would constitute an 
appropriate return on investment for re­
forming capacity, and the administrative 
complexity of such a methodology. Fi­
nally, the comments unanimously reject­
ed the approach of identifying the ac­
tual market prices of domestically pro­
duced naphthas (the majority of which 
are not sold in the marketplace but are 
used for gasoline production in the re­
fineries where they are produced) be­
cause of the difficulty in obtaining a rep­
resentative sample on which to base an 
accurate price for domestic naphthas.

Based on its analvsis of the comments 
which it received, ERA has decided to 
retain the ’ basic methodology of com­
paring Rotterdam naphtha postings with 
the estimated delivered costs of crude 
oil to Rotterdam in order to establish 
the factor for calculating the imputed 
cost of domestically produced naphtha. 
ERA, however, has concluded that this 
methodology would yield a more accu­
rate factor if AFRA charter rates are ap­
plied and a representative mix of crude 
oils is used as the basis of comparison 
with naphtha postings. Using this modi­
fied methodology, ERA has determined 
that the proper factor for calculating 
the imputed cost of.domestic naphtha 
is one hundred eight percent (108%) 
rather than one hundred thirteen per­
cent (113 %) - as proposed.

The revised factor was developed as 
follows. First, a composite crude oil price 
of $13.55 per barrel was established, 
based on average prices of crudes de­
livered into Rotterdam in the first six 
months of 1977, as set out in the follow­
ing table:

C R U D ES DELIVERED INTO ROTTERDAM

Country

Jan.
1977-
June
1977

price

Percent
volume

de-.
livered *

Com­
posite
price

Iran_____ _____ _____ . . .  $13.80 ».232 $3.20
Saudi Arabia................. 13.09 .305 3.99
Kuwait___ ................. 13.26 .135 1.79
Nigeria........................... __ 14.56 .161 2.34
U .A .E ........ ............... .083 1.10

Jraq----------- ------------- —  13.66 .083 1.13

Total.................. . 13.55

1 Source: International crude oil and product prices, 
October 1977 (Middle East Petroleum and Economics 
publications), prepared by Energy Economics Research 
Ltd.

* Eliminating volumes less than 4 percent delivered into 
Rotterdam.

Second, the average tanker price of 
$127.83 per metric ton for naphtha de­
livered into Rotterdam in the first six 
months of 1977 (derived from Platt’s Oil- 
gram) was divided by the conversion 
factor of 8.75 barrels per metric ton 
(used by the 1976 World Naphtha Sur­
vey and generally favored by the com­
ments received) to determine an average 
naphtha price of $14.61 per barrel. Fi­
nally, a comparison of the average 
naphtha price of $14.61 per barrel with 
the composite crude oil price of $13.55
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per barrel yielded the naphtha-to-crude 
ratio of 1.08.

ERA will monitor the situation with 
respect to world market naphtha prices 
and, if conditions warrant, will propose 
appropriate adjustments to the factor 
which it is adopting today.

C. CALCULATION OF IMPORTED NAPHTHA 
COSTS

The Puerto Rican petrochemical firms 
that would be affected were strongly 
opposed to the proposed exclusion from 
the calculation of the weighted average 
per barrel cost of naphtha imported into 
Puerto Rico of the naphtha costs of any 
firm receiving exception relief. Testi­
mony was received concerning the ad­
verse impact on the Puerto Rican petro­
chemical industry of excluding from this 
calculation the naphtha imported by the 
Commonwealth Oil Refining Co., which 
is currently receiving this type of excep­
tion relief (5 FEA 83,132, Apfil 14,1977). 
I t  was pointed out that such an exclu­
sion would result in a substantial re­
duction in the entitlements benefits for 
the rest of the Puerto Rican petrochem­
ical industry and thus would undercut 
the purpose of granting entitlements for 
naphtha imported into Puerto Rico; 
which is to alleviate the feedstock cost 
disadvantage of that industry. In ad­
dition, several comments noted that the 
proposed change in the calculation of 
imported naphtha costs is inconsistent 
with the procedure used to implement 
exception relief under the entitlements 
program, where the crude oil costs of 
refiners receiving exception relief are 
not excluded from the calculation of the 
entitlement price. These arguments 
against changing the calculation of im­
ported naphtha costs under the regula­
tions have convinced ERA that this par­
ticular change should not be adopted,

D. MAINLAND IMPORTS
The proposal also requested specific 

comments as to whether naphtha im­
ported by firms on the mainland for use 
as petrochemical feedstock (but not for 
use as synthetic natural gas feedstock) 
should be included under the entitle­
ments program on the same basis as 
naphtha imported into Puerto Rico for 
that purpose. There was some support 
for granting entitlement benefits for 
mainland imports of naphtha, with one 
firm arguing that the non-integrated 
petrochemical producers on the main­
land are at a competitive disadvantage 
as compared with petrochemical pro­
ducers that are affiliated with petro­
leum refining firms. On the other hand, 
most comments were opposed to such an 
extension of the entitlements program, 
generally on the grounds that the vol­
umes of mainland naphtha imports are 
insignificant and do not place the firms 
involved a t enough of a  competitive dis­
advantage to justify their inclusion 
under the entitlements program. ERA’S 
conclusion in this regard is in agreement 
with the views of the preponderance of 
firms commenting on this issue, and 
therefore ERA has determined that the 
reliance by mainland petrochemical

RULES AND REGULATIONS

producers on naphtha imports does not 
appear to be of sufficient magnitude to 
justify further, extension of the entitle­
ments program at the present time.

III. Amendment Adopted

As indicated above, ERA has carefully 
considered the comments of all persons 
who participated in this rulemaking and 
has concluded that it should amend 
§ 211.67(d) (5) (iii) to provide that for 
purposes of determining the volume of 
naphthas eligible for entitlement issu­
ances in a particular month, the imputed 
per. barrel cost of domestically produced 
naphtha will be calculated by applying 
to the weighted average per barrel cost 
of crude oil for all domestic refiners for 
th a t month a factor of one hundred eight 
percent (108%). ERA has determined 
that the revised factor will apply effec­
tive with naphtha imports reported for 
November, 1977.

Note.—ERA has determined that the Sep­
tember 30 notice of proposed rulemaking 
does not contain a major proposal requiring 
preparation of an Inflationary Impact State­
ment under Executive Order 11821 and OMB 
Circular A-107.
(Emergency Petroleum Allocation Act of 

1973, Pub. L. 93-159, as amended, Pub. L.
93- 511, Pub. L. 94-99, Pub. L. 94-133, Pub. L.
94- 163, and Pub. L. 94-385; Federal Energy 
Administration Act of 1974, Pub. L. 93-275, 
as amended, Pub. L. 94-385; Energy Policy 
and Conservation Act, Pub. L. 94—163, as 
amended, Pub. L. 94—385; E.O. 11790, 39 FR 
23185; Department of Energy Organization 
Act, Pub. L. 95-91; E.O. 12009, 42 FR 46267.)

In consideration of the foregoing, Part 
211 of Chapter II, Title 10 of the Code 
of Federal Regulations, is amended as 
set forth below.

Issued in Washington, D.C., Novem­
ber 30,1977.

David J. Bardin, 
Administrator, Economic 
Regulatory Administration.

■ Section 211.67 is amended in subpara­
graph (5) (iii) of paragraph (d) to read 
as follows:
§ 2 1 1 .6 7  Allocation o f domestic crude 

oil.
* * * * *

(d) Adjustments to volume of crude 
oil runs to stills.

* * * * *
(5) • * *
(iii) The volume of naphthas eligible 

for inclusion in the volume of a refiner’s 
crude oil runs to stills for a particular 
month under this subparagraph (5) 
shall be reduced by the application of a 
fraction the denominator of which is 
equal to the entitlement value for a bar­
rel of crude oil included in the volume 
of a refiner’s crude oil runs to stills for 
that month (without giving effect to the 
provisions of paragraphs (e) and (d) (4) 
of this section), and the numerator of 
which is equal to the weighted average 
per barrel cost of all naphthas imported 
into Puerto Rico for that month as to 
which entitlement issuances are sought 
less the imputed per barrel cost of do-

mestically produced naphthas for that 
month. For purposes of this subpara­
graph (5) (iii), the imputed per barrel 
cost of domestically produced naphthas 
for a particular month, commencing 
with November, 1977, shall be equal to 
one hundred eight percent (108%) of 
the weighted average per barrel cost of 
all the crude oil receipts for all domestic 
refiners for that month.

[FR Doc.77-34976 Filed 12-2-77; 1:18 pm]

[ 3 1 2 8 - 0 1 ]
CHAPTER X— DEPARTMENT OF ENERGY 

(GENERAL PROVISIONS)
PART 1000— tr a n s fe r  o f  proceed­

in g s  TO THE SECRETARY OF ENERGY 
AND THE FEDERAL ENERGY REGULA-
v A n u  A A I I U I O C I O M

Procedures for Natural Gas Import and 
Export Proceedings

AGENCY: Economic Regulatory Admin­
istration, Department of Energy.
ACTION: Notice of Procedures for Nat­
ural Gas Import and Export Cases.
SUMMARY: The purpose of this notice 
is to inform the public of the procedures 
which will be followed by the Economic 
Regulatory Administration (ERA) of the 
Department of Energy (DOE) in natural 
gas import and export proceedings. Un­
til the ERA has sufficient time to pro­
mulgate its own rules and regulations 
the procedures to be followed will be 
those of the former Federal Power Com­
mission contained in Title 18, Code of 
Federal Regulations, Part 1 et seq.
EFFECTIVE DATE: October 1, 1977. 
FOR FURTHER INFORMATION CON­
TACT:

Finn K. Neilsen, Office of Fuels Regu­
lation, Economic Regulatory Admin­
istration, 2000 M Street NW., Room 
6318, Washington, D.C. 20461, tele­
phone 202-254-9730.
James K. White, Office of General 
Counsel, 12th and Pennsylvania Ave­
nue NW., Room 5116, Washington, 
D.C. 20461, telephone 202-566-9380.

SUPPLEMENTARY INFORMATION : 
This notice applies to natural gas im­
port and export proceedings: (1) For 
which application was first made on or 
after October 1,1977; (2) that have been 
transferred to ERA following completion 
of certain procedures by the Federal 
Energy Regulatory Commission (FERC) 
pursuant to § 1000.1(c) (2) of the Octo­
ber 1, 1977, Final Rule entitled “Trans­
fer of Proceedings to the Secretary of 
Energy and the Federal Energy Regula­
tory Commission’’ (42 FR 55534, Octo­
ber 17, 1977) ; and (3) that were trans­
ferred to the Secretary of Energy on Oc­
tober 1,1977, pursuant to § 1000.1(b) (16) 
(i) of the Final Rule.

Until further notice, the procedures 
applicable to these proceedings are the 
procedures contained in the Rules and 
Regulations of the Federal Power Com­
mission (FPC), Title 18, Code of Federal 
Regulations, Part 1 et seq. Applications
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