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NATURAL GAS FOR RESALE FOR INDUSTRIAL USE

W ED N ESD A Y , F E B R U A R Y  14 , 19 62

H ouse  of R e pr e se n t a t iv e s ,
S ub co m m it te e on  C om m unic ati ons an d P o w er  of  th e

C om m it te e on  I n terst a te  an d F o r eig n  C om m er ce,
Washington, D.C.

The subcommittee met, pursu ant to notice, a t 10 a.m., in room 1334,
New House Office Building, Hon. Morgan M. Moulder (chairman of 
the subcommittee) presiding.

The Chairman. The subcommittee will be in order.
The Subcommittee on Communications and Power is meeting this

morning to conduct hearings on H .R. 6949 and the companion Senate 
bill, S. 1595 which has for it s purposes the amendment of subsection 
(e) of section 4 of the Natu ral Gas Act relating to Commission juris­
diction over the rates  for the sale of natural gas for resale for indust rial 
use.

(The bills, H.R. 6949 and S. 1595, and the report from the Executive
Office of the Presiden t are as follows:)

[H.R. 6949, 87th Cong., 1st sess.]

A BILL  To amend section 4(e) of the  Nat ura l Gas Act, to  author ize a gas dis tributin g company to  complain 
abo ut a ra te schedule filed by a na tur al gas com pany  and to give the  Federa l Power Commission authority 
to suspend changes in rate  schedules covering sales for resale for industr ial  use only

Be it enacted by the Senate and House of Representatives o f the United States of
America in Congress assembled, Th at  (a) the  first sentence of subsection (e) of 
section 4 of the Na tur al Gas Act, as amended (15 U.S.C. 717c(e)), is amended  by 
changing the words “or  Sta te commission” to read  “S tate commission, or gas 
dist ribu ting  company ”.

(b) Such subsection (e) is further  amen ded by strik ing out  " : Provided, T ha t the
Commission shall not  have auth ori ty to suspend the  ra te, charge, classification, or 
service for the sa le of na tural gas for resale for indust rial  use only” .

[S. 1595, 87th Cong., 1st sess.]

AN  ACT To amend the Na tur al Gas Act to give the  Fede ral Power Commission author ity to suspend 
changes in rate schedules covering sales for resale for indu strial use only

Be it enacted by the Senate and House of Representatives of  the United States of
America in Congress assembled, Th at  subsection  (e) of section 4 of the Na tur al Gas 
Act (15 U.S.C. 717c(e)) is amended by strik ing ou t: “Provided, That the Commis­
sion shall not have  a utho rity to suspend the rate, charge , classification, or service 
for the  sale of na tur al gas for resale for ind ustr ial use only ;” .

Passed the Senate August 14, 1961.
At tes t: Felton M. J ohnston,

Secretary.

Executive  Office of the P resident,
Bureau of the Budget,

Washington, D.C., February 15, 1962.
Hon. Oren Harris,
Chairman, Committee on Interstate and Foreign Commerce,
House of  Representatives, Washington, D.C.

Dear Mr. Chairman: This is in reply  to your reques t for the  views of the
Bureau of the Budget on H.R . 6949, a bill t o amend section 4(e) of th e Na tura l
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2 NATURAL GAS FOR RES ALE FOR IND USTRIAL  USE

Gas  Ac t, to  au th ori ze  a ga s d is tr ib u ti ng  co m pa ny  to  co mpl ain about a ra te  
sche du le  fi led  by a na tu ra l gas co m pa ny  a nd t o  giv e the Fed er al  Po wer  C om miss ion  
au th o ri ty  to  su sp en d ch an ge s in ra te  sche du les co ve rin g sa les fo r res ale  for  
in dust ri a l use  on ly.

Se ct ion (a) of H .R . 6949 wou ld  auth ori ze  gas d is tr ib uting  com pa ni es  to  c om pl ain 
to  t he  Fe de ra l Po wer  Co mmiss ion abou t an y new  sc he du le  f iled w ith  th e Com mis­
sio n in or de r th a t a he ar in g m ay  be  h eld co nc erning  th e lawfu lnes s of th e  sch ed ule.  
Whil e th e Bur ea u of th e  B ud ge t wou ld ha ve  no ob ject ion to  en actm ent of th is  
prov is ion,  it  is ou r unders ta ndin g  th a t su ch  en ac tm en t wou ld  no t co ntr ib ute  
m at er ia lly to  th e  ef fecti ve  fu nc tion in g of th e  Co mm iss ion .

Se ct io n (b) wou ld de le te  th e pr ov iso from  se ct ion 4(e)  of th e  N atu ra l Gas  Ac t 
th a t pro hib it s th e  Com miss ion from  su sp en di ng  ch an ge s in ra te s,  ch arge s, cla ssi ­
fic ati on s, or  service  fo r th e sa le  o f n a tu ra l gas for  r esale  for  i ndust ri a l use . E nac t­
m en t of th is  pr ov is io n wo uld en ab le  th e  Co mmiss ion to  ac t mor e qu ickl y an d 
ef fecti ve ly  in  c ase s whe re  sa les fo r i ndust ri a l use  a ppe ar  to  be un re as on ab le , undu ly  
pre fe re nt ia l or  di sc rim in at ory . F or th is  re as on  th e  Bur ea u of th e  Bud ge t wo uld 
fa vo r it s en ac tm en t.

Sinc erely  yo ur s,
P h il lip  S. H ug he s,

Assis tan t Director for  Legislative Reference.

Th e C hairma n. The legi slat ion was int rod uced at the reques t of 
the  Com mission  to ca rry  out a recommenda tion  for such legi slat ion 
ma de  in its  1960 an nu al repo rt and rep eated  in its  annu al rep or t 
for 1961.

Th e subje ct is not  a new one  bu t has here tofore  been conside red 
by  this  com mi ttee as s ection 103 of H.R.  8525, a bill m aking  numerous 
am endm ents to the  Natural  Gas Act , which was rep ort ed by  this 
comm itte e in Ju ly  1957.

Su bjec t to a single exception, the  ra tes  at  which na tu ra l gas is sold 
by na tu ra l gas com pan ies to di str ibut ing com panies are  s ub jec t to the  
suspension  power of the  Com mission . The exc ept ion, conta ine d in 
the  prov iso proposed to be repealed by  this sec tion  of the  bill, is 
where the  gas is sold for resale  for industr ial  use only .

In  the  case of those r ates  w hich are  sub jec t to the suspension  power, 
the  Com mission  ma y suspen d the ra te s for no long er than  5 mo nth s 
beyond the  tim e when  they  would othe rwise go int o effect. If the  
proceeding before the  Com mission  on the  m at te r has  no t been con ­
cluded , and an order made,  at the exp irat ion  of the  suspension  period 
the  new ra te s will go into effec t. However , the Com mission  ma y 
req uir e the  na tu ra l gas comp any to furn ish a bond to insure  refu nd,  
with in ter es t, of an y portio n of such increased rat es  subsequentl y 
found not to be just ified.

Bec ause of the  prov iso abo ve quote d, ra tes for the sale of na tura l 
gas for resa le for indu str ial  use on ly go into  effect at once , and  rem ain 
in effect un til  final de ter mi na tio n of the ir lawfu lness . Proceedings on 
suc h m at te rs  are  often pro longed , and during the  pendency of such 
proceeding s the  ra tes  filed mu st be paid bv  the  indu str ial  users . The 
prote cti ons afforded by  th e susp ens ion  am i bonding provisions  referred 
to are  den ied  to ind ust ria l con sum ers  by  the  prov iso refe rred  to.

Th e effect of repeal ing  the proviso  will be to place res ide ntial,  
commercia l, and  industr ial  user s in the  same  position with  respec t to 
prote sti ng  price  increases in the  case ol gas purch ase d through  an 
in ter med iat e d ist rib ut ing co mp any or m unicipal ity . Th is a me ndment 
does  not affect dire ct sales  by  na tu ra l gas com pan ies  to industr ial  
consum ers.

Befo re hea ring the  witness appeari ng  tod ay, the Ch air recognizes  
Con gressm an Ells worth of K ansas who wishes  to make a n i nt rodu cti on .
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STATEMENT OF HON. ROBERT F. ELLSWORTH. A REPRESENTATIVE 
IN CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT 
OF KANSAS

Mr. E llsworth. Thank  you, Mr. Chairman. I appreciate this 
oppor tunity to introduce two of the witnesses from my State of 
Kansas.

I also want to express my appreciation to Chairman Swidler of the 
Power Commission for letting me make this introduction prior to 
his testimony.

I would like to introduce at  this time to you, Mr. Chairman, and the 
members of the committee, Mr. Stan Whiteaker , of Kansas City, 
who is here, and who wants to testify this morning. He is a con­
stitu ent of mine.

And Mr. Eldon Sloan, of Topeka, Karis., who isn’t a constituent of 
mine but  who is from my State and who wishes to testify.

I want to say also tha t thousands of men and women in our Kansas 
City area, which is highly industrialized, are interested in this bill and 
support its purpose, because it is very important to them from the 
standpoint of job oppor tunity  and security.

Thank you very much.
The Chairman. The first witness will be Hon. Joseph C. Swidler, 

Chairman of the Federal Power Commission of Washington.

STATEMENT OF HON. JOSEPH C. SWIDLER, CHAIRMAN OF THE
FEDERAL POWER COMMISSION;  ACCOMPANIED BY COMMIS­
SIONERS LAWRENCE O’CONNOR AND CHARLES ROSS; AND
ROBERT RUSSELL AND FREDERICK PEARSE, COUNSEL

Mr. Swidler. For the record, Mr. Younger, Mr. Moss, Mr. Korne- 
gay, my name is Joseph C. Swidler, and I  am Chairman of the Federal 
Power Commission.

We have with us today Commissioners Lawrence J. O’Connor, J r., 
and Charles Ross, who are seated behind me, and two members of 
the Federal Power Commission staff, Mr. Robert Russell and Mr. 
Frederick Pearse.

I have a prepared statement which I will turn over to the reporter. 
But  I  presume th at you do not wish me to read it into the record, and 
unless you prefer th at I do, I shall simply make some informal remarks 
and hand a copy of my statement to the reporter for inclusion in the 
record.

The Chairman. Whatever you desire to do.
The statement will be made a part  of the record at this point.
(The sta tement referred to is as follows:)

Statement of J oseph C. Swidler, Chairman of the Federal Power 
Commission

Mr. Chairman and members of the committee, my name is Joseph C. Swidler, 
and I am Chairman of the Federal Power Commission.

As indicated in the Commission’s report sent to the committee on August 31, 
1961, we recommend tha t the bill be enacted.

The purpose of the bill is to eliminate a loophole in the Natural Gas Act which 
now bars the Commission from suspending proposed rate changes with respect 
to sales of natural gas destined ultimately for industrial use only. The rates to 
which I refer are for sales, which are subject to our jurisdiction, by a pipeline to  a
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distributing company for resale to an industrial consumer. This bill does not 
concern the rates for direct sales from the pipeline to the industrial consumer, over 
which we presently have no control. I might add, however, that legislation giving 
us authority to regulate such direct industrial sales is now pending before Congress 
and has our full support.

Under existing law we have the power to suspend for a maximum of 5 months 
proposed rate increases on all sales from a pipeline to a distributor except for 
sales destined for industrial use. With this one exception, we are authorized to 
postpone the effective date of increases while the Commission holds hearings to 
determine their lawfulness. If at the end of the suspension period the proceeding 
has not been concluded, the proposed increase may go into effect, subject to 
refund. When the Commission makes its final decision it may order the company 
to refund, with interest, that part  of the increased rates which has been found 
not to be justified. However, under existing law rate increases for sales destined 
for industrial use go into effect before the Commission has an opportunity to 
investigate them and the Commission has no power to order refunds if we later 
conclude the rates are unlawful. The effect of the bill would be to make this 
suspension and refund procedure applicable to all sales for resale subject  to our 
jurisdiction, including sales for industrial use only.

We favor  the bill for several reasons:
It will enable the Commission to postpone rate increases for resale to  industries 

so that it will have an opportunity to determine whether the rate increases are 
justified before allowing the rates to go into effect.

It  will also enable the Commission to order refunds of unjustified amounts 
collected during the period between the effective date of the increased rates and 
the date of the final decision. Under existing law, the Commission can deal with  
rates for resale for industrial use only prospectively. It  can do nothing about 
the period preceding its decision even if it concludes that  the rates or charges 
were unreasonably high or otherwise unlawful. The result  is a windfall for the 
pipeline company in the form of revenues exceeding a fair return on its investment, 
and a situation in which the industrial consumer is at the mercy of the pipeline 
until the Commission can conclude its investigation.

The burden of these excessive rates falls not only upon the industrial consumers, 
but also upon the distributors and their domestic customers. So long as the 
Commission has no power to postpone the effectiveness of a windfall rate, indus­
trial users m ay turn to competing fuels and be permanently lost to the dis tributor 
even though the Commission later reduces the rate to a reasonable and competitive 
level. If that happens, the distributor will have to recoup its lost revenues by 
raising its rates to domestic consumers. If the distributor decides to absorb the 
increase to his industrial customer, rather than lose him, it will have to make up 
the difference in higher domestic rates. In either case, the windfall which this 
bill is designed to prevent would be realized at the expense of the domestic 
consumer, whose protection is one of the chief objects of the Natural Gas Act.

I want to emphasize that  this bill would give us the power to suspend only 
rates which are already subject to our jurisdiction. The bill would enable us to 
exercise that  jurisdiction effectively by eliminating the interva l during which a 
pipeline may charge whatever rates it wishes with the right to keep the entire 
amount even if later found to be unreasonably high or discriminatory.

I do not want to overstate this problem. Most pipelines sell gas to their distrib­
utors without separately classifying the gas which is destined for industrial use 
and all of their rates for resale are therefore subject to suspension and refund. 
Only 10 of the approximately 100 pipeline companies subject to our jurisdiction 
have separate resale rates for industrial use and these rates represent only a 
small percentage of their revenues. However, the problem is a very  real one to 
the industrial consumer who is over a barrel and must pay excessive rates during 
the decisional period without hope of refund. It is also a very real problem to the 
distributor who may lose his industrial customer if he does not absorb part or all 
of the rate increase and saddle it on his domestic consumers. This bill will elimi­
nate such inequities, and place resale rates for gas to industry under the same 
provisions of the act as are the resale rates for all other consumers. The Federal 
Power Commission, as previously constituted has consistently favored this meas­
ure, and it is strongly endorsed bv the Commission as now constituted.
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Mr . Swid ler . Befo re ma kin g my  rem ark s I sho uld  like to no te  
for the  reco rd th at the  Bu rea u of the  Bu dget has informed the  Co m­
miss ion th at  the  mea sure now before you has the  appro va l of the  
Bu rea u of the  Budget.

Th is is my first app ear ance before thi s comm itte e, and I wan t to 
express  my pleasure at  being here  and hope th at  I won’t wea r ou t 
yo ur  pat ience. I t has  been  a pleasu re to me et you  gen tlem en,  an d 
I know a plea sure  th at is sha red  by  Mr. O’Conn or and Mr. Ross.

The  purp ose of the  bill was well st at ed  in the  ch air ma n’s in tro­
du ctory rem arks. It  is a simp le bill, and its  effec t would  be to str ike 
from  section 4(e) of the  Nat ur al  Gas  Ac t a proviso  in the  middle of 
th at pa rag rap h which reads as follows: “ Provided , Th at  the  Comm is­
sion shall  not  hav e au th or ity to sus pen d the rat e, charge, class ifica ­
tion, or service for the  sale of na tu ra l gas for resa le for industr ial  use 
on ly .”

Now,  as the  ch ai rm an ’s in tro du ctor y rem ark s made clear , th is 
proviso  has two effects. In  th e fi rst place , i t p rec ludes the  Com mission  
from suspending ra te s th at  are filed by  a pipeline com pan y for resa le 
to a distr ibu tin g comp any for indu str ial  use only, as the  Commiss ion 
is empowered to do in the  case of all othe r pipelin e rat es.  And , in 
the second place,  to the ex tent  th at  the ra te s may  be found la te r to 
be unlawfully  high, it pre vents  ord erin g refunds to the  ind ustries 
which hav e paid the unlaw ful ly high  charges .

This item  is inc lud ed as one of the  items  in the  com preh ensive bill 
to amend  the Federal  Pow er Act  which Se na tor  Magnuso n has in tro­
duced  as S. 2744, b ut i t is a very  des irab le piece of legi sla tion  wh ich has 
been  sep ara tel y pas sed  by the  Senate, and the Federal  Pow er Co m­
miss ion would  be most appre cia tive of its passage in its pre sen t form  
as a pa rt  of the  com prehensive bill.

So far  as I know, the re is no su bs tan tia l opp osi tion to this  bill.
At  the  time  th at the  Natur al  Gas  Act was  passed, ap pa rent ly  

it  was conte mp lat ed  th at  mo st service to indu str ies  would  be under 
special  co ntract  arr angeme nts . I t was con ceiv ed th at  the  power to 
sus pen d might affect the nego tia tio n of such spec ial contr act s and, 
the refore , this  exc eption was mad e.

How ever, mo st of these sales  are now on gen era l tarif fs, and  I know 
of no reason why there sho uld  be thi s single exc ept ion  from the  Com­
mission’s suspension  au th or ity  and from its  pow er to order refunds 
when the  rat es  are  la te r found to be unlawfu l an d excessive.

The bill addresses itse lf to a rel ati ve ly small problem , because mo st 
pipeline com pan ies do no t file special tarif fs for sale to di str ibu tin g 
com pan ies  for indu str ial  purposes only; they  file general  co ntracts 
which cover i nd us tri al sales tog eth er with all othe r sales. And when 
the  ind ustrial sales  o f d ist rib utor s are lum ped in wi th all oth er sales of 
distr ibutors, the  Com mission  orders refunds for all of the  cus tom ers.  
Th ere  are only  10 pipeline com pan ies which file sepa ra te tarif fs for  
sale  to  d ist rib ut ing  com pan ies  for resale for indu str ia l purposes only.

Of the am ounts  inv olved,  more th an  one -ha lf is acc ounte d for by  
th e sales of  a single  pip elin e co mpany , m ore th an  a qu ar te r is a cco unted  
for by  the  sales of a second pipeline comp any , an d eigh t othe r pipe ­
line com pan ies account for the bal anc e of less th an  a qu ar te r of th e 
to ta l.

80 27 4— 62------ 2
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As Mr. Ellsworth mentioned, this  bill has the support, among others, 
of the Midwest Indus trial & Commercial Gas Users Association, 
which is comprised of industries who receive their gas supply through 
the Cities Service Gas Co. system. For them this  is a serious problem, 
and the fact tha t most industries  are not confronted with it, because 
the pipeline companies which account for the supplies do not file 
separate tariffs for industria l resale only, does not help them when 
they find themselves paying excessive amounts without right of 
refund. To some extent the pipeline companies have made partia l 
refunds voluntarily. But this is not a matter in which they should 
have to rely upon the good graces of the pipeline companies. It  
seems to the Commission that they are entitled to the same protection 
as all othe r gas users from interstate pipeline systems.

This measure was included in the Harris bill, H.R.  6645, which 
passed the House in 1956. The Harris bill, as the committee will 
recall, was vetoed for reasons having nothing to do with this particu lar 
item. It  was also included in another bill which was reported  out 
by this committee but never reached the House floor. So tha t it 
has already twice received the approval of this committee. And I 
hope it  will again receive this committee’s approval.

This concludes my informal remarks supplementing the prepared 
statement. I should be glad, if there is anything I have not covered, 
to atte mpt to answer any questions you may have and if I can’t 
answer them, perhaps one of the other Commissioners, or Mr. Russell 
or Mr. Pearse, can lend a hand.

The Chairman. Thank you very much.
At this time the Chair recognizes our chairman of the Intersta te 

and Foreign Commerce Committee, Mr. Harris.
Mr. Harris. Than k you, Mr. Chairman.
Mr. Swidler, may I join the chairman and other members of the 

committee in extending to you a cordial welcome on your first visit 
to this committee since assuming new duties and responsibilities as 
Chairman of the Federal Power Commission.

Mr. Swidler. Thank you very much, Mr. Harris.
Mr. Harris. 1 also would like to take this occasion to compliment 

you, as the Chairman of the  Commission, and the other members of 
the Commission for the steps that you have undertaken to improve 
procedures and expedite the work of the Commission. I, for one, am 
quite pleased to see the improvement in the various major regulatory 
agencies of the Government as a result of the work of this committee 
and the recommendations tha t we have made, together with the 
improved procedures tha t you and others as members of the Com­
mission have seen tha t you could bring about since you have been 
with the Commission. We will look forward to your appearance 
before this committee on other occasions. Some of them, in my 
judgment, will not be as genial and, apparently, as universally ap­
proved as this bill appears to be at this time.

The chairman of the committee recognizes that the Commission 
has a number of recommendations. I received your lette r with ref­
erence to a comprehensive package bill, including all of the recom­
mendations. However, I did feel it advisable to take these bills tha t 
we can apparently obtain approval for without too much delay. As
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far as the other  recommendations, I am giving consideration to them, 
and those tha t we feel we would be able to do something with, I would 
try to schedule them as soon as the committee’s schedule will permit.

Now, I will very likely be talking to you about  some of them after  
consultation with the staff and other members of the committee and 
arranging our schedule. I see no particular need, Mr. Chairman, for 
taking any time of the committee with reference to this hill. It  
has been said that it has been considered by the committee on other  
occasions in the past, and it has been approved by the committee. 
As a lawyer, 1 would think tha t those interested in it would recognize 
the fact that if we have got a case the advisable thing to do is get the 
record made and let ’s go on about the business of the committee.

Mr. Swidler. May 1 express my appreciation for those very cordial 
remarks. And let me assure you, Mr. Chairman, as well as Chairman 
Harris, that the members of the commission will work with you in any 
wav t hat  you want ust to.

The C hairman. Thank you.
Mr. Rogers?
Mr. Rogers of Texas. Mr. Swidler, do you have any information 

as to the number of times tha t the industrial distributors have raised 
these prices and tha t subsequently they were disallowed?

Mr. Swidler. You are talking about these 10 pipeline companies 
in particular?

Mr. Rogers of Texas. Yes, the ones that this bill is intended to 
affect.

Mr. Swidler. May I refer that  to Mr. Robert Russell, Assistant  
General Counsel of the Commission.

Mr. Russell. Congressman Rogers, I can ’t give you a specific 
answer to tha t question, but I think tha t the figures which have been 
submitted by the group of industrial  consumers pret ty well outlines 
the number of rat e increases which have been made applicable to sales, 
and the resulting increase to them for which they have not been able 
to receive refunds except at the bounty of th e pipeline companies.

Mr. Rogers of Texas. What I was gett ing at, doesn’t the Federal 
Power Commission have the information simply as a matte r of ari th­
metic where a pipeline company raised the price and the Commission 
subsequently disallowed it? Don’t you have any information as to 
the amount of money involved tha t went through the pipeline com­
pany tha t wouldn’t have gone had a bill like this been in effect at  tha t 
time?

Mr. R ussell. Yes, we would have tha t information, but unfortu­
nately we do not have i t here. I could say, roughly, of the amount of 
the increase, approximately  50 percent has been disallowed. What 
the total dollar figure would be I do not have a t the present time. But 
we could supply that information if you desire it.

Mr. Rogers of Texas. I think it would be very important for the 
record, Mr. Chairman, to have i t supplied.

(The information referred to is as follows:)
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Am ounts  not subject to suspension  and  refu nd in recent pipelin e rate increase 
applica tions 1

D ock et  N o.

S ub je c t to  re fu nd N o t su b je c t to  r ef und U nr ef und-
ab le

am oun t
co lle ct edA nnua l

am o u n t
Eff ec tive  d at e A nnual

am oun t
Eff ec tive dat e

A la b a m a - T e n n e s s e e  
N a tu ra l G as  Co .

C it ie s Se rv ic e G as  C o .. . 
C ol or ad o I n te rs ta te  G as

Co .
Col ora do  W yom in g G as  

Co .
E l P as o  N a tu ra l G as  C o.  
H oust on  Texas  G as  an d

Oil C orp .
Tex as  G as  T ra nsm is ­

si on  C orp .
U n it ed  G as  P ip e  L in e 

Co .

G-17218-  —

R P 6 2 - 1 .. .
G -1 35 41 -. .

G-13577- —

R P60-3 - — 
R P61-3 - —

R P 61-1 5--

R P 61-1 8--

$127 ,700

6.5 66.900  
2,540 ,40 0

336,4 00

20,7 28.000
1.3 40.900

4,7 38,600

4.618.900

M ay  15,1959 $7,000

2,118,000
12,900

3,600

488,100

M ay  15,1959

J u ly  23,1961 
O ct . 21,1957

F eb . 5,1958

A ug . 25,1960

$19,250

2 948,400 
15,416

3,19 7

718,483

F eb . 5,1958

F eb . 5,1958

A ug . 25,1960 
Dec . 1,1960

M ay  6,1961

Ju n e  15,1961

3,600

20.900

M ay  6,1961

F eb . 18,1961

2,801

20,900

1 A tl an ti c  Sea bo ar d C or p,  an d  O ra ng e an d  R ock la nd  U ti li ti es , In c. , ar e ex cl ude d from  th e  ta b u la ti o n  
sinc e no  i n d u s tr ia l sa les ar e m ade u n d e r th e ir  F P C  ta ri ff s.

2 Of  th is  a m o u n t $556,000 w as  u lt im a te ly  fo und ju st if ie d ; $196,200, w hi ch  is  on e- hal f of t h e  $392,400 co lle ct ed  
in  excess of  th e  am o u n t fo un d ju st if ie d , w as  re fu nded  p u rs u an t to  a se tt le m en t ag re em en t.

Mr. Swidlf.r. Mr. Rogers,  I can  give  you  some figures th at  do n’t 
go di rectl y to your  question , bu t may  neve rthe less be close enou gh to 
be of in ter es t.

I ha ve  here a list  of the 10 pipeline comp anies . Th ey  are  the  Ala ­
bam a-T enn essee;  At lan tic  Seabo ard ; Cit ies  Service; Col orado In te r­
state;  Colorado-Wyoming;  El  Paso; Houston Texas; Ora nge  & 
Rocklan d; Tex as Gas  Tra nsm iss ion ; and Un ited Gas.

On the  ave rage their  indu str ial  sales under thes e sch edu les—sales  
to di st ribu to r com pan ies for resa le to ind ust ries—a ccounte d for 145 
million Mc f in 1960—these  are  all 1960 figures—a nd  ab ou t $38% 
mil lion , which were 5.15 pe rcen t of to ta l volum e of sales,  and  4.68 
perce nt of dol lars  rece ived  in those sales.

Th is will give you  some idea  of the overall  dim ensions  of the  prob ­
lem. Of these to tal s, Cit ies  Serv ice accounted for alm ost $13 million 
of the $38% million in sales,  and El  Paso accounted for  ab ou t $21,- 
400,000 of the  $38.5 million .

I wou ld be glad  to offer the whole tab le for the  rec ord —it  is in 
penc il form—if it  will be of an y in te re st  to the  c om mittee.

Th e C hairman . I t will be placed  in the reco rd a t th is point .
(Th e tab le referred to is as follows:)

Sales to distr ibutor  comp anies fo r resale to industrie s

In c lu d in g  s al es  to  o th e r 
u ti li ti e s

T o ta l sa les to  o th e r ga s 
u ti li ti es

M  c.f. A m ount M  c.f . A m oun t

A la bam a- T ennes se e___________________
A tl a n ti c  S eaboa rd ____________________
C it ie s Ser v ic e____ ____________________
C ol or ad o In te r s ta te _____________ _____
C ol or ad o- W  y o m in g .. ....................... ...........
E l P as o_______________________________
H oust on , T ex ....... ............. ......... ...................
O ra ng e a n d  R ock la nd_________________
Tex as  g as  t ra n sm is si on________________
U .O .P .L ............................................................

42,230 $11,951

67,9 12,234
3,361 ,23 7
1,138,047

62,831 ,119
2,765 ,44 2

12,932,379 
715,133 
256,061

21, 410,036  
977,944

206 ,616  
7,596,881

64,626 
2.123,622

1,

7,1 12,519  
165,181 ,152  
238 .377,59 5 
248 ,832,762 

22.665 ,252 
097 ,290,843 

10,6 74,8 96 
533,583  

374 ,962,502 
663 ,933 ,981

$4,241 ,189 
84,820,186 
63,063 ,863 
51.501,378

7,3 89,736  
346 ,045,67 4

5,7 56,418  
406,024

114,943,318
144,710 ,642

T o ta l-  

P e rc en t____

8o ur ce : A n n u a l r eport s,  1960.

145 ,853 ,806 38.491 ,752 2,8 50 ,42 5,0 85 822 ,878,428

5.1 5 4.6 8
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Mr. Rogers of Texas. Would you say as a general state men t tha t 
it has been customary  for these companies to raise these prices at 
every opportuni ty, or have they been p ret ty reasonable about it?

Mr. Swidler. 1 would have to answer in more general terms than  
that . I can’t answer specifically about these companies.

But, in general, the amounts of increases which have been dis­
allowed and later refunded runs in the order of 40 percent of the 
suspended increases.

Mr. Rogers of Texas. It  was my understanding that counsel said 
they disallowed around 50 percent.

Mr. Swidler. Say 40 to 50 percent.
Mr. Rogers of Texas. If you are talking in percentages, that  is 

fine. The only thing I am thinking about  in this: Does tha t indicate 
a large number of increases? In other words, 50 percent of 2 would 
only be 1, 50 percent of 20 would be 10. I am wondering if there were 
a large number of increases.

Mr. S widler. The presentation of the Midwest Industria l & 
Commercial Gas Users Association, Inc., in a le tter addressed to this 
committee on Janu ary 11, 1962, lists several increases applied by 
by Cities Service. And that is the  most definite information that  I 
have. As I mentioned, Cities Service is one of the two large factors 
in this  problem.

Mr. Rogers of Texas. Thank you.
Mr. Harris. Would the gentleman yield?
Mr. Rogers of Texas. I would be happy to.
Mr. Harris. Chairman Swidler, is it not a fact that  the companies 

have been reasonable about it in tha t a g reat number, if not most of 
these, have been resolved on a compromise agreement between the 
users and the companies themselves?

Mr. Swidler. The companies have gone beyond their legal obliga­
tion in attem pting to  temper the effects of this amendment as applied 
to the industrial gas users. But it has been uneven, some companies 
have done more than others, and usually the amount of refunds is 
based on compromises, because the indust rial user has no vested right 
to a refund of excessive charges as do other consumers.

Mr. Harris. But the fact remains that the companies, or at least 
many of the companies, recognize this  situat ion themselves and have 
been willing to try to work out some satisfac tory arrangement with 
you?

Mr. Swidler. Yes, sir. This is not an evil of the companies, it is 
simply a loophole in the statute.

Mr. Rogers of Texas. Yes. What I was af ter, really, was simply 
to get some facts so that the record would reflect these facts, because 
certain questions would be asked about it.

The Chairman. We thank you.
Mr. Stanley C. Whiteaker, utility consul tant, Kansas City, Kaus.

STATEMENT OF STANLEY C. WHITEAKER. UTILITY CONSULTANT,
TROUPE. KEHOE. WHITEAKER & KENT. KANSAS CITY. KANS.

Mr. Whiteaker. Chairman Moulder, Chairman Harris, Congress­
man Rogers, Congressman Moss, Congressman Kornegay, and Con­
gressman Younger, it is a pleasure for me to appear ' before this 
committee.
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My name is Stanley C. Whiteaker. I am a certified public account­
ant  and utilit y consul tant, and a partne r in the firm of Troupe, Kehoe, 
Whiteaker /  Kent, with offices in Tucson, Phoenix, and Kansas City. 
] am the utilit y consultant for the Midwest Industrial & Commercial 
Gas Users Association, which is an association comprised of major in­
dustries in eastern Kansas, western Missouri, and northeastern Okla­
homa. These industries buy gas for their use from distributing 
companies served by the Cities Service Gas Co., a natural gas t rans ­
mission company serving the areas of eastern Kansas, western Mis­
souri, northeastern Oklahoma, and some locations in southern 
Nebraska.

Our association has recent ly participated in the third Cities Service 
Gas Co. rate case tha t has been settled since April 23, 1956. A 
portion of section 4(e) of the Natural Gas Act provides that  “the 
Federal Power Commission shall not have authority  to suspend the 
rate, charge, or classification of service for the sale of natura l gas for 
resale for industrial use only.” Due to the fact tha t this provision 
is contained in the N atural Gas Act, when a pipeline company having 
an end-use type rate files a rate  increase, the distributing company 
purchasing industria l gas pays the increase within 30 days, and, in 
almost all instances, immediately passes this increase along to the 
ultimate consumer. The Federal Power Commission has considered 
tha t due to the lack of suspension, they are not in a position to require 
bonding and refund of any excessive charges—all of which results in 
industrial users paying the increased cost 5 months prior to the other 
users on the gas company’s system and having no right for refund.

I previously stated  tha t our association had partic ipated  in three 
Cities Service Gas Co. rate cases, all of which were settled, the most 
recent being settled in a period of 6 months. We feel tha t we were 
fortunate in this respect, in tha t we didn’t have to pay the increase 
for a prolonged period of time. We further feel tha t we are most 
fortunate under the circumstances in tha t we were able to recover 
approximately  one-half of the excessive charges. This was done by 
negotiation at settlement time.

I have prepared an exhibit entitled “Results of Settlements  on 
Industrial Rates and Computation  of In terest Losses” tha t have been 
sustained by industries served by the Cities Service Gas Co. system 
in the three recent cases tha t I have previously referred to. On this 
exhibit I show the FPC docket number, effective date of increase, 
date  of settlement, the payments made in excess of the finally sched­
uled rates, the industrial refund that we were able to secure as a 
result  of negotiations as part of the settlement, the excessive charges 
recovered, the interest loss on the unrecovered funds, and the total 
loss to industrial  users served by the Cities Service Gas Co. system.

The Chairman. Is this exhibit par t of your sta tement?
Mr. Whiteaker. Yes, it is.
The Chairman. It will go in the record as part  of your statement.
(The exhibit referred to is as follows:)
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Mr. Whiteaker. This exhibit shows tha t industrial users have 
sustained a loss of $2,056,099.52 due to lack of refund. This is in 
addition to the charges tha t they have paid 5 months prior to the 
time tha t the other gas users’ rate increase became effective.

The enactment of Senate  bill 1595 and House bill 6949 will s trike 
from the act the proviso and will enable the  industr ial users to receive 
treatm ent similar to tha t of all other gas users on the system. Not 
all of the natural gas companies in the United States are affected as 
our area is affected, due to the fact that  the major ity of the major 
pipeline companies have rates designed as a “rolled-in” type rate. 
This means that they sell gas to the distribu ting companies at one 
price and the distributing companies can design rates for the various 
types of usage. On this type of “rolled-in” rate, it is impossible to 
distinguish the industrial gas from the firm gas; therefore, the indus­
trial rates are suspended where rolled-in-type rates are charged by 
the pipeline companies. There are six pipeline companies t ha t have 
end-use-type rates tha t are affected bv this proviso.

There are 6 pipeline companies t ha t I have reference to, Chairman 
Swidler of the Federal Power Commission referred to 10, and I would 
defer to his knowledge of tha t because he has access to the tariffs and 
I do not.

The six pipeline companies that 1 referred to were United Gas 
Pipeline Co., El Paso Natural Gas Co., Pacific Northwest Pipeline 
Co., Colorado-Wyoming Gas Co., Alabama-Tennessee Natural Gas 
Co., and Cities Service Gas Co., which serves our area.

I have prepared a schedule setting  out the pipeline rate  cases tha t 
are presently under consideration b y the Federal Power Commission. 
You will note tha t the United Gas Pipeline Co. has seven cases th at 
are presently under consideration and the nonsuspendible industrial 
increases not subject to refund have an annual effect of $2,085,854. 
The cumulative effect of such increases up to December 31, 1961, 
amounts to $11,720,600, none of which is subject to refund. From 
past experience of settlement of pipeline company cases, this would 
indicate that there would be some reduction in the industria l ra tes as 
well as the other rates affected. Therefore, there would be a sub­
stantial amount tha t would not be refunded to the ultimate user who 
has paid the increase, all of which has resulted in a windfall to the 
pipeline company.

I also show the three cases tha t are presently under consideration 
by the Federal Power Commission on the El Paso Natu ral Gas Co., 
having an annual effect of $1,962,065 and a cumulative effect of 
$4,692,395, up to December 31, 1961. This exhibit shows th at at the 
present time there has been collected an estimated $16,412,995 of in­
dustrial rates  tha t are not subject to any refund. The amount of 
excessive charges, of course, cannot be determined until such time as 
the case is concluded.

I have footnoted on the bottom of this exhibit the areas served by 
all of the  pipeline companies having end-use-type rates. This shows 
that all or a portion of 18 States are affected.

Now, the other four pipeline companies t hat  Chairman Swidler re­
ferred to would affect, of course, a broader area.

It is my opinion and the opinion of our  association members that 
the enactment of Senate bill 1595 and/or House bill 6949 is in the 
public interest  and we urge this committee to take  favorable action in 
reporting it favorably to the floor of the House for consideration.
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Thank  you.
The Chairman. Thank you, Mr. Whiteaker.
The chart you referred to will be made a part of the record. 
(The chart referred to is as follows:)

M id w est  I n du st ria l  & C om m er cia l G as  U s e r s  A ss ocia ti on

Rate filin gs of regulated natu ral gas companies having  end-type indust ria l rates

F P C
dock e t N o. D at e of  f iling N am e of  co m pany

A nnu al  
am o u n t 

no nsu s pe nde d 
in d u str ia l 
in cr ea se

C u m u la ti v e  
in d u s tr ia l 
in cr ea se s 
to  D ec . 31,

1961

0 -9 ,4 57____
G-10,5 92___
G-12,80 1___
G - l 5,360___
G-18,4 06 ___
R P -6 0 -2 ___
R P-6 1-1 8_ _.

Sep t. 30,1955 
M ay  15,19.56 
M ay  29,1957 
M av  29,19.58 
M ar.  30,1 959 
Au g. 11,1960 
Ja n . 18,1961

U n it e d  G as  P ip eli ne  Co . $1,1 40,6 90 
249,466 
247,480 
94.431 

108,851 
224,050 
20,886

$7,036,917
2,6111,118 
1,113 ,66 0

330 ,508
290 ,958
299,331

18,108

G -1 2 ,9 4 8 .. ..
G- 17 ,929 ___
R  P -6 0 -3 ___

Ju ne 28,1957 
Ja n . 12,1959 
Feb . 23.1960

T o ta l,  U n it ed  G as  P ip eli ne  C o. 1. 

E l P as o  N a tu ra l G as  C o .................. .......

2,08 5,85 4 11,720 ,600

G- 13 .202 ___ Au g. 6,1957
T o ta l,  E l Pas o N a tu ra l G as  C o. 1 . 

Pac if ic  N ort h w est P ip eli ne  C o................

T o t a l»...................................................

0
1,095, 518 

866,547

1,962,0 65 
0

4,04 7,91 9

0
3,1 59,474  
1,532,9 21

4,6 92 ,39 5 
0

16,412 ,995

1 Se rv es  south ea st  an d  e a st  Tex as , L ouis ia na.  M is si ss ip pi,  so u th e rn  A la bam a,  and  no rt h w est F lo rida.
5 S er ves  s ou th w est  Tex as , N ew  M ex ico,  A rizo na , so u th e rn  C al iforn ia , W ash in gto n , and  sm al l po rt io ns 

of  C ol or ad o, U ta h , W yom in g, an d  Id ah o .
3 O th er pi pel in e co m pan ie s hav in g  en d- us e ra te  sc hed ule s are  C olo ra do-W yom in g Gas  Co. , se rv in g  

c e n tr a l Col ora do  and  s o u th e rn  W yo m in g; C it ie s Se rv ic e G as  C o. , s erv in g  n o rt h e as te rn  O kl ah om a,  K an sa s,  

w est ern  M is so ur i,  a n d  so u th e rn  N ebra sk a , and  A la bam a Tennes se e N a tu ra l Gas  Co . se rv in g port io ns of 

T ennes se e an d  A la bam a.

A po rt io n  o r a ll  of  18 S ta te s  a re  a ff ec te d.

The Chairman. Thank you, Mr. Whiteaker.
Mr. Swidler, would you resume the witness chair?

STATEMENT OF HON. JOSEPH C. SWIDLER, CHAIRMAN OF THE 
FEDERAL POWER COMMISSION— Re sumed

Mr. Harris. In the Senate bill the language is different from the 
House bill which I introduced at the request of the  Commission. In 
the House bill, H.R. 6949, it provides that (a) the first sentence in 
subsection (e) of the Natura l Gas Act is amended by changing the 
words “or State Commission” to read “State commission, or gas dis­
tribu ting company” .

And in the Senate bill it merely provides the striking out of certain 
language. I assume both bills reach the same objective.

Do you have any preference?
Mr. Swidler. Chairman Harris, the House bill addresses itself not 

only to the major problem on which I testified but also to a technical 
omission in the sta tute which prevents gas distributing companies 
from filing complaints with respect to  rate schedules.

4(e) now provides tha t whenever such new schedule is filed, “the 
Commission shall have authority  e ither upon complaint of any State , 
municipality, or Sta te commission, or upon its own init iative without 
compla int”—and the stat ute  goes on to give the a uthority to suspend 
and hear the case, and so forth.



14 NATURAL GAS FOR RES ALE FOR IND USTRIAL  USE

Now, th is is a technical omission which is not a practical problem, 
because if a gas d istribut ing company does object to a rate schedule, 
the Commission can and does put the question in issue on its own initiative.

Therefore, we don’t rate this as a problem which should weigh 
heavily in the consideration of the committee as to which hill to 
vote out. And if it would be simpler from a parliamentary point of 
view for the Commission to adopt the Senate hill and thus avoid a 
conference, this would also be the  Commission’s preference. So tha t 
I think we would yield to you on this. If it  were equally simple to 
put through  either hill, I think we would rather have the House hill, 
hut if it is a problem of avoiding a conference, we would prefer that 
the committee report out the Senate hill and avoid a conference.

Mr. Harris. I don’t think there would he any problem there. 
Our legislative counsel did take your recommendation and revised it 
slightly, I believe, in order to make i t what he thought would he the 
bette r language under the circumstances, and I think  as a practical 
mat ter if you would prefer to have this language without the technical difficulties, 1 think it could he provided.

Mr. Swidler. If the committee thinks  it would create no substan­
tial problems in putting through the really substan tial change with 
which we are interested.

Mr. Harris. You would prefer to have the House bill, then?
Mr. Swidler. Other things being equal.
The Chairman. Mr. Eldon Sloan, Secretary of the Midwest 

Industrial & Commercial Gas Users Association, Topeka, Kans.
STATEMENT OF ELDON SLOAN, TOPEKA, KANS.

Mr. Sloan. Mr. Chairman and members of the committee, I, too, 
am a lawyer, and I am going to follow the advice of the chairman and 
submit my testimony in writing.

I, also, have a list which I would like to submit for the record.
The Chairman. Yes; that  may be done.
Mr. Sloan. This is of all of the members of our association, in 

order tha t the committee may see tha t we represent some small 
laundry concerns, some large s teel fabricating plants, some large food 
processing companies, and some small food processing companies 
and a few hospitals, and municipal powerplants. We have a very 
varied membership.

I should, also, like to make one comment about the industrial user 
of gas that , I believe, is not in the record a t this point, and, tha t is, 
tha t we are not demand customers. We use only the excess gas tha t 
is available in the pipeline.

During the winter weather, with the demand of the householder 
for space heater gas, if there is not available gas for indust rial use we 
are cut off the line. We use substantial amounts of gas in the offpeak 
season, in the summertime, which tends to reduce the cost of gas to 
the space heater user. But what we are seeking here for the industrial 
user is not any special privilege of any kind whatsoever, but simply 
equal trea tmen t with other consumers.

Than k you very much.
(.The prepared statement of Eldon Sloan, together with the list of 

members follows:)
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St a t e m e n t  o f  E ld on  S loan , T o p e k a , K a n s .

My name is Eldon Sloan. I reside at  Topeka, Kans., and  am a practicing 
attorn ey and  a member of the  firm of Sloan, Hamil ton  & Sloan, with offices in 
suite 1214, First  Nat ional Bank Building, Topeka, Kans. I am general counsel 
of Seymour Foods, Inc., of Topeka, Kans.,  a  large processor  of eggs, egg pr oduc ts, 
and  poul try. This company is a member of the  Midwest Ind ustrial  & Com­
mercial  Gas Users Association and  I am appearing  on behalf  of that  association.  
I am  a member of the Board of D irectors of th e Midwest I ndu stri al & Commercial 
Gas Users Association, and  I am secre tary of t he  associat ion.

I am appearing in supp ort of S. 1595 and  H.R . 6949. Another witness for 
our association will be Mr. Stanley C. Whiteaker, uti lity  consultant , who will 
expla in the regu latory need for this  legislation and  the  financial results  upon 
members of our  association from recent rate cases affecting our membership .

A brief word a bou t the  associa tion which I represen t here today. This group 
has a curren t membership  of some 102 companies, ranging from hospitals, smalle r 
businesses and laundries and  dry cleaners, to larger  concerns, such as Colgate- 
Palmolive Co., Corn Prod ucts  Co., and  U.S. Gypsum Co., to  city  powerplants  and 
large steel processors. I should  mention  tha t one of our members, the Associa ted 
Laundry Owners of Greater  Kansas City,  has a membership  of some 200 small 
businesses. These concerns are located in the  geographica l ter rito ry serve d by 
Cities Service Gas Co., a regula ted pipeline company. The  one common at tri bu te  
of our membership is th at  in each of the business operations there is subs tan tia l 
consumption of natu ral  gas and its price has a materia l bearing  upon the operating 
cost of the business. Another concern which has worked closely with our asso­
ciation is the Kansas City Power & Ligh t Co., a large electrical generating and 
dis tributin g company. Including Kansas City Power & Light Co., the member­
ship of th is associa tion purchases approximately  70 perc ent of t he jurisdictional  
industr ial gas sold by Cities Service Gas Co.

The association was organized to intervene and  represen t its membership in 
rate cases filed by Cities  Service Gas Co. before the  Federal Power Commission. 
The  association has been active and represented  its membership since about  1955 
and  during  that  time  has par tici pated in the following rate cases, all involving 
Cities Service Gas Co.:

F l ’C  dock et No. Eff ec tiv e dat e 
of inc reas e

D ate  o f 
se tt le m en t

G-2410  a nd  0- 94 68  .................. - _____________ ___________________________ /A p r.  23,1954 
lO ct . 23,1955 
Ju n e  23,1959 
J u ly  23,1961

A pr . 23,1 956

F eb . 23,1961 
Dec . 23,19610 -1 8 ,7 99  _ ...................- __________ _______ ____ ________________

R P  62-1 ________ _________________ ______ __________________________

The association represen ts a broad  segment of the  business and industries 
in this  area. Its  broad membership is illu stra ted  by the  othe r directors of the 
associa tion who are :

James Flynn , Sheffield Division, Armco Steel  Corp.
Robert Peters, Pure  Carbonic Co.
John E. Lyons, Owens-Corning Fiberglas Co.
John  B. Spence, Fault less Laundry Co.
John  F. Thrice , Missouri Por tland Cement Co.
W. R. Miller, Armour & Co.
L. O. Griffith, Jr. , Pitt sburg-C oming Co.
Don C. Riley, Union Wire Rope Corp.
J. Neal Sawyer , Gustin-Bacon Man ufac turing Co.
M. R. Hardin, W. S. Dickey Clay Manufac turing Co.
R. J. Duvall, Board of Public Utilities, Kansas City , Kans.
Henry B. Franey , Corn Products  Co.
L. W. Parrish, U.S. Gypsum Co.

As major  users of na tur al gas in “off pea k” periods, the  concerns represen ted 
by this association have a d irect  and subs tant ial inte res t in n atural gas legisla tion, 
and  are  particu larly  affected by the proviso of section 4(e) of the Natural  Gas Act. 
In large pa rt through the  efforts of this association, t he  ra te cases mentioned above  
were settled by agreement of the part ies—the leng thy negotiations actively 
par ticipate d in bv the associa tion result ing in reduction  of the rate  filings by ab out 
50 percent and sub stan tial  reduc tion in filed in dust rial resale rates.
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We s tr en uo usl y s upport  th e  leg is la tion  con ta in ed  in S. 1595 a nd H .R . 6949, wh ich  
ar e id en tica l. S. 1595 wa s in tr oduce d in th e  Se na te  by M r. M ag nu so n on Ap ril 
13, 1961,  an d pa ss ed  th e  Sen at e un an im ou sly on Aug us t 14, 1961, an d is now 
pe nd in g be fo re  th e Hou se . H .R . 694 9 was in trod uc ed  by  Mr. H ar ri s on  M av  
10, 1961.

T he  ef fect of S. 1595 an d H .R . 6949 is to  de le te  fro m th e  N atu ra l Gas  Act th e  
so -cal led in dust ri al  pr ov iso to  se ct io n 4(e ) of th e ac t, 15 U.S .C . se ct ion 717c (e) , 
whi ch  no w re ad s:  “Provided , T h a t th e  Co mm iss ion  sh al l no t ha ve  au th o ri ty  to  
su sp en d th e  ra te , ch arge , cla ss ifi ca tio n,  or  serv ice  for  th e sa le  of na tu ra l ga s] fo r 
re sa le  fo r in dust ri al  use on ly ;”

Fro m  th is  lan gu ag e,  th e FPC  ha s co nc lude d it  was  not on ly  w ithout au th o ri ty  
to  su sp en d in du st ri al  ra te s,  b u t from  th e  pl ac em en t of th e  pr ov iso in th e se ct ion,  
th a t it  also  lack ed  au th o ri ty  to  co nd it io n no ns us pe nd ib le  in dust ri al  ra te  in ­
crea se s up on  bo nd  in su ring  re fu nd s,  or  to  pr ov id e for re fu nd s of excessive  ch arge s 
a t th e  conc lusio n of a ra te  cas e. Thi s in te rp re ta ti on  of th e  s ta tu to ry  lang ua ge  
wa s af fir med  (by a tw o to  one de cis ion)  in  th e case of Gas Serv ice Co. et al. v. 
FPC , (282 F  2d 496  (CA , D. of C. , I9 60 )) , wh ich  was bro ught by  th is  as so ciat ion.

As se ct ion 4(e) of th e  N atu ra l Ga s A ct  now read s, in dust ri a l ra te s ar e no t 
su b je ct to  s us pe ns ion by  th e Com mission ; in  th is  way  th ey  ar e tr ea te d  di ffer en tly  
and  di sc rim in at or ily from  any o th er ra te s re gu la te d by  th e Fed er al  Po wer  Co m­
miss ion. The  re su lt  is, as  ou r mem be rs  ex pe rie nc ed  in th e  Ci tie s Se rvice  Ga s 
Co. ra te  cases re fe rred  to  ab ov e,  th a t hi gh er  ra te s be came pay ab le  by  in dust ri al  
co ns um er s of natu ra l ga s 5 m on th s pr io r to  th e eff ective dat e of ot her  ra te  in ­
crea se s. Th e am en dm en t of se ct ion 4(e ) of th e  ac t as  pr op os ed  by  thes e bill s 
wou ld  c or re ct  th is  in eq uity  an d per m it  th e Fe de ra l Po we r Com miss ion to  su sp en d 
in dust ri a l ra te s to  th e same ex te n t it  m ay  oth er  filed  ra te s.

The di sc rim in at io n doe s n ot  s to p  t he re . W hen i t ex erc ise s sus pe ns ion au th ori ty , 
th e Fed er al  Po wer  Co mm iss ion  no rm al ly  per m its incr ea sed ra te s to  go in to  eff ec t 
on ly  un der  bo nd  pr ov id in g fo r re fu nd s of ch arge s in exces s of ra te s ev en tu al ly  
fo un d to  be  reas on ab le . The  Com miss ion ha s de em ed  it s bo nd in g an d re fu nd ing 
au th o ri ty  to  re st  up on  it s po wer  to  su sp en d ra te s an d per m it  th em  to  go in to  
eff ec t co nd it io na lly and co nc lude d it  had  no  au th ori ty  to  re qu ir e re fu nd s up on  
in dust ri al  ra te s ev en  th ou gh  th os e ra te s we re u lt in at el y  fo und excessive  an d 
re du ce d.  Th is ha s th e re su lt  of leav in g excess ch arg es  in th e ga s co m pa ni es ’ 
po ck et , indu ce s su ch  co mpa ni es  to  file high  in du st ri al  ra te s,  and di sc rim inat es  
ag ai nst  in du st ri al  gas co nsum ers.

T he F P C , ho wev er , ha s reco gn ized  th is  in te rp re ta ti on  of th is  pr ov iso re su lts  
in a  “w in df al l” to  r eg ula te d n a tu ra l gas co mpa ni es  a nd  exce ss ch arge s to  indust ri al  
us er s of natu ra l gas, th u s in a “ re gula to ry  gap ” in  it s co nt ro l of ra te s of natu ra l 
ga s co mpa nies . According ly  th e  Co mmiss ion ha s co ns is te nt ly  re co m men de d 
am endm ent of th e  N atu ra l Gas  A ct  to  rem ov e th e pr ov iso.  Fo r ex am ple,  in 
it s 34th  annual re port  (19 54), th e  F P C  “ Le gislat ive R ec om m en dat io ns”  includ e 
(p. 170):

“ 6. N at ur al  Gas Ac t. Sa les  fo r resale fo r indu strial  use  on ly.— T h a t sect ion 
4(e ) of th e  N atu ra l Ga s Act  be  am en ded  so th a t th e  Com miss ion wil l ha ve  
au th o ri ty  to  su sp en d ra te  sche du les co ve ring  sal es  of  n a tu ra l ga s fo r resa le  fo r 
in dust ri a l use  o nly.  Thi s wou ld r eq uir e th e  de let ion of th e  p ro vi so  now  c on ta in ed  
in  th a t se ct io n. ”

Si m ilar  legi slat iv e re co m m en da tion s of th e  F P C  its el f ap pea r in—
T hir ty -f ir st  an nual  re port  (1951),  pa ge  144.
Thi rt y- se co nd  an nual  re port  (19 52), pa ge  152.
T h ir ty -t h ir d  an nual  re port  (1953),  pa ge  154.
T hir ty -f if th  an nu al  re por t (1955),  pa ge  181.
T h ir ty -s ix th  an nual  re port  (19 56), pa ge  18.
T h ir ty -s even th  an nua l re port  (1957),  pa ge  24.
T h ir ty -e ig h th  an nual  re port  (19 58), pa ge  16.
T h ir ty -n in th  an nua l re port  (19 59), pa ge  19.
F ort ie th  an nual  re port  (1960),  pa ge  17.
Fort y-f ir st  an nual  re port  (1961) re co m m en da tion  No . 1, pa ge  2.

The se  bil ls wo uld not  othe rw ise af fect  th e  ju ri sd ic tion  of th e  Fed er al  Po we r 
Com miss ion.  Six  pipe lin e co mpa ni es  su pp ly in g natu ra l ga s to  part s of 17 Sta te s,  
of which  th e  Citi es  Se rv ice  Ga s Co. which  su pp lie s ou r te rr it o ry  is one, now file 
se para te  in dust ri al  gas ra te s w ith in  th e  pr ov iso of se ct ion 4(e ) of  the  N atu ra l Ga s 
Act.  On ly whe n th ere  is a se par at e in dust ri a l ra te  does th e  si tu ati on  to  wh ich  
we obje ct  ari se . Thi s fu rt her i ll ust ra te s th e  di sc rim in at or y e ffe ct of th e  prov iso  in  
se ct ion 4(e) . Our  re se ar ch  in di ca te s th e  prov iso  may  ha ve  be en  includ ed  in th e 
or ig inal  legi sla tio n be ca us e th en  m os t in dus tr ia l gas  ra te s we re co ntr ac t ra te s,
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and  it was believed undesirable to give the Commiss ion power to suspend con­
tra ctua l rates . Now there are filed general indust rial  rates , and the result is 
to  permit, as to this  class of na tural gas customers, rat es to  become effective 5 
months p rior to othe r rates due to  lack of suspension au thor ity  and with out  legal 
right to refunds. Thu s the  regulated  company is favored at the  expense of con­
sumers whom the act is designed to protect.

The amendment of the  N atu ral  Gas Act contained in  these bills has earlie r been 
favorably considered by th e House. H.R . 6645 passed by the  House on July  28, 
1955, and S. 1853 passed by the Senate on Feb ruary 6,1956 (Harris -Fulbright  
bills), by section 4, deleted this  proviso, bu t this act was late r vetoed by the  
Pres iden t. H.R.  6790 (1957) as repor ted from committee also dele ted the proviso 
bu t was never brought to a floor vote.

We respectfully urge th at  this ame ndment of t he  Na tura l Gas Act is of vit al 
concern to  in dust rial consumers of n atu ral  gas, is not  controversia l, and is neces­
sary  for the  effective regu lation of na tur al gas companies by the  Federal Power 
Commission.

We earne stly sup por t S. 1594 and H.R . 6949 and  urge this subcommit tee to 
favo rably recommend the ir passage.

M id w est  I n d u str ia l  and  C om m er cia l  G as  U s e r s  A ss ocia ti on

m em bers

American Alloys Corp., 4446 Belleview, Kansas  City,  Mo. Gas Service Co., 
1960, 101,706 M c.f.s.

American Bakeries, 2401 Burlington, North Kansas  City , Mo. Gas Service Co., 
1960, 88,464 M c.f.s.

American Beauty Macaroni Co., 501 Funston  Road, Kansas City,  Kans. Gas 
Service Co., 1960, 18,619 M c.f.s.

American Can Co., 911 East 14th Ave., Nor th Kansas City,  Mo. Gas Service 
Co., 1960, 99,171 M c.f.s.

American Sash & Door Co., 16th and Bellefontaine, Kansas City, Mo. Gas 
Service Co., 1960, 22,790 M c.f.s.

Archer-Daniels  Midland Co., St. Joseph,  Mo. (usage at  St. Joseph, Mo., Nor th 
Kansas Citv, Mo., Mount Hope, Kans., and  Belle Plaine , Kans). Gas Service 
Co., 1960, 158,011 M c.f.s.

Armour & Co., 18th and Cen tral  Avenue, Kansas City, Kans . Gas Service Co., 
1960, 1,162,859 M c.f.s.

The Atchison Topeka & S anta Fe Railway Co., Topeka, Kans . (usage at Arkansas  
City.  Topeka, Newton , and  Wichi ta). Gas Service Co., 1960, 860,900 M c.f.s.

Beat rice Foods Co., Second and Polk Streets, Topeka, Kans. (usage at  Topeka, 
Kans ., Wichita, Kans.,  and  St. Joseph, Mo.). Gas Service Co., 1960, 195,065 
M c.f.s.

Bat tenf eld Grease Oil Corp., 3148 Roanoke Road, Kansas City, Mo. Gas 
Service Co., 1960, 120,039 M c.f.s.

Hy-Klas Foods, Fifth and  Mitchell  Avenue, St. Joseph , Mo. Gas Service Co., 
1960, 39,287 M c.f.s.

Bemis Bros. Bag Co., 925 Wyoming, Kansas  City, Mo. Gas Service Co., 1960, 
17,039 M c.f.s.

Bennett  Creamerv Co., Post  Office Box 13, Ottawa, Kans. Gas Service Co., 1960, 
111,252 M c.f.s.

Bethany Hospi tal, 12th and  Reynolds, Kansas Citv,  Kans . Gas Service Co., 
1960, 32,777 M c.f.s.

Black, Sivalls & Brvson,  Inc., 7500 Eas t 12th Street, Kansas Citv, Mo. Gas 
Service Co., I960,'1960, 60,322 M c.f.s.

Board of Public Utilities, City Hall, Kansas City, Kans. Gas Service Co., 1960, 
4,714,953 M c.f.s.

Broadview Hotel, 400 West Douglas, Wichita, Kans . Gas Service Co., 1960, 
30,800 M c.f.s.

But ler Manufacturing Co., 7400 East 13th S treet,  Kansas City, Mo. Gas Service 
Co., 1960, 78,256 M c.f.s.

Cessna Aircraft Co., 5800 Pawnee  Road, Wichita, Kans. Gas Service Co., 1960, 
97,928 M c.f.s.

Colgate Palmolive  Co., 17th and  Kansas Avenue, Kansas City, Kans., Gas 
Service Co., 1960, 469,066 M c.f.s.
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Columbian Steel Tank  Co., 1509 West 12th Stree t, Kansas City,  Mo. Gas 
Service Co., 1960.

The Connor Hotel, Fou rth  and Main, Jopl in, Mo. Gas Service Co., 1960, 42,177 
M c.f.s.

Cook Pa int  & Varnish Co., 1412 Knox, North Kansas  City,  Mo. Gas Service 
Co., 1960, 101,134 M c.f.s.

Corn Produc ts Co., 1001 Bedford, North  Kansas City  16, Mo. Gas Service Co., 
1960, 2,504,607 M c.f.s.

Desert Gold Feed Co., 620 E as t 16th Avenue, Nor th Kansas City , Mo. (usage at  
Libe rty, Mo.). Gas Service Co., 1960, 76,717 M c.f.s.

W. S. Dickey Clay Man ufac turing Co., Pos t Office Box 2028, Kansas City, Mo. 
(usage a t Pit tsburg , Kans .). Gas Service Co., 1960, 1,093,775 M c.f.s.

Empire Cold Storage, 2722 G uinotte, Kansas City,  Mo. Gas Service Co., 1960, 
20,332 M c.f.s.

Excel Packing Co., Inc., Post  Office Box 2134, Wichita, Kans. Gas Service Co., 
1960. 90,420 M c.f.s.

Falls City Cream ery Co., Box 440, Falls City , Nebr. Gas Service Co., 1960, 
15,761 M c.f.s.

J. A. Folger & Co., 330 West Eighth Stre et, Kansas  City, Mo. Gas Service Co., 
1960, 22,069 M c.f.s.

Ford  Motor Co., Post  Office Box 1008, Kansas City,  Mo. Gas Service Co., 1960, 
778,177 M c.f.s.

General  Dynamics Corp., Liquid & Carbonics Division, 1339 Liberty Street, 
Kansas City, Mo. Gas Service Co., 1960, 93,654 M c.f.s.

M. K. Goetz Brewing Co., 601 Albermale, St. Joseph, Mo. Gas Service Co., 
1960, 218,114 M c.f.s.

B. F. Goodrich Co., Post  Office Box 31, Miami, Okla. Gas Service Co., 1960, 
730,941 M c.f.8.

Griffin Wheel Co., 7155 Kaw Drive, Muncie, Kans. Union Gas System, 1960, 
60,192 M c.f.s.

Gustin-Bacon Manufacturing  Co., 210 West  10th Street , Kansas  City,  Mo. 
(usage at plan ts No. 5 and  7). Gas Service Co., 1960, 1,144,328 M c.f.s.

Hallm ark Cards, Inc., 25th and McGee Trafficway, Kansas  City,  Mo. Gas 
Service Co., 1960, 68,593 M c.f.s.

Hill Packing Co., Box 148, Topeka, Kans . Gas Service Co., 1960, 86,390 M c.f.s. 
City of Independence Power Plan t, 215 West Kansas,  Independence,  Mo. Gas 

Service Co., 1960, 1,233,410 M c.f.s.
Intern ationa l Pape r Co., 2100 Kansas Avenue, Kansas City, Kans. Gas Service 

Co., 1960, 56,034 M c.f.s.
In ter sta te Bakeries Corp., 12 East Armour Boulevard, Kansas City,  Mo. Gas 

Service Co., 1960, 60,435 M c.f.s.
Kansas  City  Coca-Cola  Bott ling Co., 2540 West Pennway, Kansas City,  Mo. 

Gas Service Co., 1960, 20,626 M c.f.s.
The Kansas City Sta r Co., 1729 Grand Avenue, Kansas  City, Mo. Gas Service 

Co., 1960, 97,474 M c.f.s.
The Kansas Sova Products  Co., Inc., Box 631, Emporia , Kans. Kansas Power 

& Ligh t Co., 1960, 133,385 M c.f.s.
Krause  Corp., Inc., 305 South Monroe, Hutchinson, Kans. Gas Service Co., 

1960, 31,674 M c.f.s.
The LFM  Manufac turing Co., Inc., Post Office Box 480, Atchison, Kans. (usage 

at  St. Joseph, Mo., and Atchison, Kans .). Gas Service Co. and  Kansas Power 
& Light  Co., 1960, 212,270 M c.f.s.

McNal ly-P ittsburg Foundry, 12th and  Walnut, Pittsburg , Kans. (usage at  both 
foundry and  manufac turing p lan t). Gas Service Co., 1960, 29,204 M c.f.s.

Manor  Baking  Co., 4050 P ennsylvania  Avenue, Kansas City, Mo. Gas Service 
Co., 1960, 52,665 M c.f.s.

Midwest  Conveyor Co., 450 Donovan Road, Kansas City, Kans. Gas Service 
Co., 1960, 20,640 M c.f.s.

Midwest  Solvents Co., 1300 Main Street, Atchison, Kans. Kansas Power & 
Light  Co., 1960, 816,229 M c.f.s.

Milk Producers  Marketing Co., 3250 Fairfax Road, Kansas  City,  Kans. Gas 
Service Co., 1960, 99,289 M c.f.s.

Missouri-Kansas-Texas Railroad, Parsons, Kans . Gas Service Co., 1960, 77,229 
M c.f.s.

Missouri Por tlan d Cemen t Co., North Rive r Road, Independence, Mo. Gas 
Service Co., 1960, 1,407,274 M c.f.s.
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The Nemaha Cooperativ e Creamery Association, Sabetha , Kans. Gas Service 
Co., I960, 106,308 M c.f.s.

Osawatomie  Power Plan t, Osawatomie, Kans. Gas Service Co., 1960, 88,993 
M c.f.s.

The City Water & Light Depar tment  of City  of Ottawa, Ottawa, Kans . Gas 
Service Co., 1960, 428,698 M c.f.s.

Owens-Corning Fiberglas Corp., Post  Office Box 326, Kansas City,  Kans . Gas 
Service Co, 1960, 2,778,599 M c.f.s.

Packaging Corp, of America, C. F. Downey Box Div ision, 3111 Fiberglass Road,  
Kansas  City, Kans. Gas Service Co., 1960, 20,165 M c.f.s.

Packaging Corp, of America, Mapes Molded Pulp  Division, 10th and Erie, Kansas 
City, Mo. Gas Service Co., 1960, 199,871 M c.f.s.

Pitt sbu rg Corning Corp., Sedalia, Mo. Missouri Public Service Corp.,  1960, 
665,340 M c.f.s.

H. T. Poindexter & Sons Merchandise  Co., 801 Broadway, Kansas  City, Mo. 
Gas Service Co., 1960, 20,480 M c.f.s.

The Proc tor & Gamble Manufac ruting Co., 19th and  Kansas  Avenue, Kansas 
City,  Kans. Gas Service Co., 1960, 1,475,875 M c.f.s.

Pure  Carbonic Co., Merchandise  Mar t Building, Kansas City, Mo. (usage at  
Kansas City,  Kans., plant) , 1960, 474,923 M c.f.s.

Rainbo Bread Co., 23d and Frederick Avenue, St. Joseph, Mo. Gas Service Co., 
1960, 21,395 M c.f.s.

Rals ton Purina Co., 2334 Rochester, Kansas City , Mo. Gas Service Co., 1960, 
338,888 M c.f.s.

Reda Pump Co., 509 West Fir st Street, Bartlesville, Okla. Gas Service Co., 
1960, 61,498 M c.f.s.

Rubero id Co., 7600 Truman Road, Kansas City,  Mo. Gas Service Co., 1960, 
483,372 M c.f.s.

Ruper t Diecas ting & Stam ping Co., 1655 Cleveland Avenue, Kansas City , Mo. 
Gas Service Co., 1960, 74,501 M c.f.s.

St. Elizabeth’s Mercv  Hosp ital, 500 West 20th Street , Hutchinson, Kans . Gas 
Service Co., 1960, 25,136 M c.f.s.

St. Joseph Hospital, Linwood and  Prosp ect, Kansas Citv , Mo. Gas Service Co., 
1960, 59,868 M c.f.s.

St. Joseph Hospi tal, 923 Powell Street, St. Joseph, Mo. Gas Service Co., 1960, 
39,854 M c.f.s.

St. Joseph Light  & Power Co., 520 F rancis Street, St. Joseph , Mo. Gas Service 
Co., 1960, 6,278,706 M c.f.s.

St. Luke’s H ospita l, 4400 Nichols Parkwav, Kansas Citv,  Mo. Gas Service Co., 
1960, 89,295 M c.f.s.

St. Mary’s Hospital , 101 Memorial Drive, Kansas City , Mo. Gas Service Co., 
1960, 77,449 M c.f.s.

Safeway Stores, Inc.,  306 East  12th Stree t, Kansas City , Mo. (usage a t bakery in 
Joplin , Mo.), 1960, 38,825 M c.f.s.

Schreiber  Mills, Inc ., Eighth  and  Mitchell Avenue, St. Joseph , Mo. Gas Service 
Co., 1960, 14,693 M c.f.s.

Sealr ight Co., Inc. , 2935 Fairfax Road, Kansas City , Kans. Gas Service Co., 
1960, 28,365 M c.f.s.

Sears, Roebuck & Co., 1500 Cleveland , Kansas City , Mo. Gas Service Co., 1960, 
117,972 M c.f.s.

Secur ity Natio nal Bank,  Seventh and Minnesota , Kansas City,  Mo. Gas Serv­
ice Co., 1960.

City of Sedalia, Mo., Sedalia, Mo. Gas Service Co., 1960.
Seitz Packing Co., Box 347, St. Joseph , Mo., (usage at  two plan ts). Gas Service 

Co., 1960, 62.177 M c.f.s.
Seymour Foods, Inc., Post  Office Box 116, Topeka, Kans . Gas Service Co., 1960, 

63,014 M c.f.s.
Sheffield Steel, Divis ion of Armco Steep Corp., Sheffield Station, Kansas City,  

Mo. Gas Service Co, 1960, 4,586,417 M c.f.s.
Sisters of Mercy Hospital, 901 Burke  St reet,  Fort Scot t, Kans. Gas Service Co., 

1960, 32,508 M c.f.s.
Speas Co., 2400 Nicholson Avenue, Kansas City , Mo. Gas Service Co., 1960, 

131,015 Mc.f .s.
Stahl Specialty Co., Kingsville, Mo. Gas Service Co., 1960, 29,843 M c.f.s. 
Standard Milk Co., O. E. Moore & Sons, Aurora, Mo. Gas Service Co., 1960, 

99.356 M c.f.s.
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Standard  Render ing Co., 685 Adams, Kansas City, Kans. Gas Service Co., 1960,
76,639 M c.f.s.

Steffen Da iry Foods Co., 700 Eas t Centra l, Wichita , Kans. Gas Service Co., 1960,
32,075 M e.f.s.

Stern-Slegman-Pr ins Co., 3122 Gillham Plaza,  Kansas City,  Mo. Gas Service
Co., 1960, 14,412 M c.f.s.

Stewart Sand & Mater ial Co., 5801 Kansas Avenue, Kansas City, Kans. Gas
Service Co., 1960, 50,075 M c.f.s.

Sunshine Biscuits, Inc., 801 Sunshine Road,  Kansas City,  Kans. Gas Service
Co., 1960, 173,130 M c.f.s.

Swift & Co., Packers S tation, Kansas C ity, Kans. Gas Service Co., 1960, 1,010,669
M c.f.s.

Tension Envelope Corp., 819 East 19th Stree t, Kansas  City , Mo. Gas Service
Co., 1960, 22,567 Mc.f.s .

Town House Hotel, Seventh  and  Sta te, Kansas City, Kans. Gas Service Co.,
1960, 33,908 Mc.f .s.

Tranin Egg Prod ucts  Co., 217 Oak Stree t, Kansas City, Mo. Gas Service Co.,
1960, 21,472 Mc.f. s.

Trumbu ll Asphalt Co. of Delaware, 833 Armour Road, North Kansas  City, Mo.
Gas Service Co., 1960, 257,504 M c.f.s.

Uni ted States Cold Storage Corp., 500 East Third Stree t, Kansas City,  Mo.
Gas Service Co., 1960,13,377 M c.f.s.

Uni ted States Gypsum Co., 1115 Armour Road, Nor th Kansas City, Mo. Gas
Service Co., 1960, 403,056 M c.f.s.

The Vendo Co., 7400 East 12th Street, Kansas City, Mo. Gas Service Co.,
1960, 96,673 M c.f.s.

Whiteaker Metals  Corp., 110 East 13th Avenue, North Kansas City, Mo. Gas
Service Co., 1960, 57,393 M c.f.s.

Winchester  Packing Co., Inc., 521 South Main, Hutchinson, Kans . Gas Service
Co., 1960, 35,545 M c.f.s.

Associated Laundry Owners of Greater  Kansas City, Hotel Pres iden t, 14th and
Baltimore, Kansas City,  Mo. (consisting of 200 members operatin g laundry 
and  dry cleaning establi shments ).
The Chairman. Mr. Rogers.
Mr. Rogers of Texas. There is one question that inis come to my 

mind which is, probably, away from the primary problem here. In 
the Topeka area—in tha t general area—do you have a great deal of 
intrasta te gas supply that you are using to meet your needs or the 
needs of the space heaters, things of th at kind?

Mr. Sloan. There are a few. There are one or two sections tha t 
just  offhand I  cannot name—I can only think of one—there may be 
other small ones—only one fairly major system, the Kansas Power & 
Light, tha t has a division th at furnishes gas tha t is wholly intra state . 
Most of the gas suppliers are in terstate.

Mr. Rogers of Texas. How far is the nearest field to the Topeka 
area?

Mr. Sloan. The Hugoton field would be our source of supply.
Mr. Rogers of Texas. Do you not have the gas nearer than that , 

though?
Mr. Sloan. Not in our area. At one time in southern Kansas 

there was a good supply of gas, but  tha t is almost wholly exhausted. 
There may be a few wells, bu t they are of no significance.

Mr. Rogers of Texas. Thank you very much.
The Chairman. Thank you.
Is Mr. Robert  Lee Hall, vice president of the International Coal 

Association, present?
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STATEMENT OF JEROME McGRATH, WASHINGTON, D.C.

Mr. M cGrath . Mr . Ha ll is no t here . I am Mr. McG ra th , repr e­
senti ng  t he  N at iona l Coa l A ssoc iation. We wou ld be ha pp y to  asc er­
ta in  his whereabo uts .

The Chairman . D o y ou have  an y othe r witn esses?
Mr . H arr is. I th ink th at  if Mr. Ha ll wishes to  file a st at em en t for  

th e record  he may  h ave th at  perm ission.
Mr . M cGrath . Th an k you  ve ry  m uch , Mr. Ch airma n. I sha ll so 

info rm him.
Th e Chairman . A l et te r has been su bm itt ed  addressed  to me  from  

the St ate Co rpo rat ion  Com mission  of To peka , Kans. , which will be 
insert ed  into  the  record  a t thi s po int .

(The  docume nt ref err ed  to follows:)
Sta te  of K a nsa s ,

Sta te  C o r po r a tio n  C om m ss si on ,
Topeka, February IS , 1962.

Hon. M or ga n M o u l d e r ,
Chairman, Subcommittee on Communications and Power of House Interstate and 

Foreign Commerce Committee, New House Office Building, Washington, D.C. 
D ea r  M r . M o u l d e r : The  Sta te of Kansas Corporation Commission, a Sta te 

adm inis trat ive agency, is charged  by statute with the  d uty  of regulating all public 
utili ties  within the  Sta te. We unders tand th at  Senate bill 1595, which would 
amend the Na tural Gas Act and  give the  Federal Power  Commission autho rity  
to  suspend changes in rates , charges  a nd classifications , or services for the  sale of 
natural gas for resale for industr ial use only, is now pending before the  Hou se
Subcommittee on Communica tions  and Power, of which you are chairm an. This  
commission wholehear tedly suppor ts such legislation.

As you are undoub tedly aware,  at  t he  p rese nt time whenever a rate  increase is 
filed with the Fede ral Power Commission by an in ter sta te pipeline company, the 
proposed increased rat e becomes effective within 30 days after such filing for all 
indust rial  consumers  who purchase  from an inte rmediate  gas dist ribu ting  com­
pany. Subsequent ly, if the  proposed pipeline company  rat e increase is reduced 
by the  FPC , those payments  made during this  in terim period by indu strial users, 
which exceed the  new rat e set by the  FPC , are  no t sub ject  to refund.  Such 
prac tice  result s in a windfall to the  pipeline  company  because neither this  com­
mission nor the Federal Power Commission has the  autho rity to suspend or order 
refund for these par ticula r rate s and sales.

It  is our belief th at  since such sales are sales in int ers tat e commerce, they 
should,  in the  public interest , be subject to suspension by the  FPC, and  Senate 
bill 1595 will accomplish this  purpose.

We hope this legislation will receive favorable action from your  subcomm ittee  
and  this  commission is in unanimous suppor t of this  bill.

Yours very  truly,
R ic h a rd  C. B yr d ,

Chairman.
A lv in  F. G r a u er h o lz ,

Commissioner.
H arry G. W il e s ,

Commissioner.
Th e C hairm an. We will now conclude  the  hea rings on H.R . 6949 an d 

S. 1595.
(Whereupon,  a t 11 a.m ., the  subcom mi ttee proceeded  into execu­

tiv e session .)
(Th e following le tte rs  were rece ived  for the  rec ord .)

S ta te  o f  M ic h ig a n ,
P u b lic  S e r v ic e  C o m m is si o n , 
Lansing, Mich., February IS, 1962.

C o n g r ess  o f  t h e  U n it e d  St a t e s ,
H o u se  o f  R e p r e s e n t a t iv e s ,
C o m m it tee  on I n t e r s t a t e  and  F o r eig n  C o m m er c e ,
House Office Building, Washington, D.C.

D e a r  C hair m an  H a r r is : The Michigan Public Service Commission has  
received notice of a public  hearing to be held on Feb rua ry 14, 1962, before yo ur
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committee regard ing amendmen t of section 4(e) of the Federa l Na tural Gas Act with respect  to the  autho rity of the Fede ral Power Commission over industr ial gas sales.
At present the  Na tur al Gas Act provides in section 4(e) th at  the  Commission may suspend filed increased rate s not to exceed 5 months pending inves tigat ion of same, and  further th at  a fte r the  suspension period has elapsed the  Commission may requi re the  filed rate to be collected under bond subject to refund if same is ultim ately found to be un jus t and unreasonable. Such autho rity to suspend rates  specifically does not  extend to sale of natural gas for reseale to industria l use only. Under  presen t conditions, a pipeline  may file and commence collection of increased rates at  any  level it chooses. The Federal Power Commission may inves tigate such rate under autho rity specified in section 5(a) of the  act,  and  if same is found unjus t and  unreasonable may reduce  same. However , at  presen t, such rates ultimately found  unjust  and.unreasonable are not  subject  to refund 

Also, n othing prev ents  the pipeline company, immediately  af ter  th e Commission’s order from again  filing increased rate s which may be unjust  a nd unreasonable.
The Michigan Public Service Commission favors an ame ndment to section  4(e) of the  Na tur al Gas Act provid ing for suspension of rates  for gas for resale for indu stria l use only,  togethe r with collection of same under  bond s ubject to refund  

pending dete rmination of the justness and  reasonableness thereof. The Michigan Commission believes that  such indu stria l custom ers should be afforded  the  same protection as now applicable to other jurisd ictional customers.
No gas is sold in Michigan for resale for indu strial use only, and the  Michigan Commission is primarily  concerned with  correctio n of a situation it believes to be objec tionab le in o the r States.

Yours very truly,
James H. I nglis, Chairman.

Law Offices,
Gambrell, Harlan, Russell, Moye & Richardson,

Atlanta, Ga., February 13, 1962.
In re S. 1595 and H.R. 6949.
Hon. Morgan M. Moulder,
Member o f Congress, Chairman, Communications and Power Subcommittee of Com­

mittee on Interstate and Foreign Commerce, U.S. House of Representatives, Washington, D.C.
Dear Congressman Moulder: Our firm is counsel for the  Georgia TextileManufacturers Association, Inc., and  the  Georgia Indu strial Gas Users Associa­tion. The  members  of these  two associations include most of the large industria l users of natural gas in the Sta te of Georgia, purchasing such gas at  retai l from various dis tributors who purchase  from Southern  Natural Gas Co., South  Georgia 

Natural Gas Co., and  Transcont inenta l Gas Pipeline Co.
The members of these associa tions strongly urge your subcommit tee to recom­mend adoption of the above identical bills, which propose to remove a discrim­inatory proviso in section 4(e) of th e Na tural Gas Act.
Section 4(e) of the  Na tural Gas Act, as you know, authorizes the Fede ral Power Commission to suspend for 5 mon ths rate increases proposed by the  natura l gas companies sub ject  to its jurisdiction. However, the  proviso which these bills would repeal removes from the  FP C’s power to suspend increases in 

rates applicable to gas sold for indu stria l use only. The rank discriminat ion which thus exists under the  Na tural Gas Act has never been justified, and  its 
removal  was actua lly adop ted by Congress in 1955 in the  Harr is bill which Presi­den t Eisenhower subsequently vetoed for oth er reasons.

In the  past  9 years the  retai l rates at  which the  members of these associations, and oth er indu stria l users in Georgia, purchase  thei r gas supply have been in­creased approximate ly 70 percent. The discr iminatory  proviso has cost them hundreds  of thousand s of dollars in the  severa l rate  cases thro ugh  which that  increase was accompl ished and  also sub stantially  weakened the ir barga ining 
position in the se ttlement conferences in those cases.

We feel sure th at  you can understand  the weakness of thei r position in a  sett le­ment conference with the pipeline and o the r part ies to the proceeding when they alrea dy have to pay  the  full amoun t of the  increase, without hope for refund,  while others have paym ent of an y of the increases postponed for 5 months and then  pay the  increase  only subject to bond for refund of any amounts  ruled excessive 
by th e Federal Power Commission. Our c lients simply had to settl e, even thou gh
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th e  se tt le m en t m ig ht  no t ha ve  be en  th e be st  wh ich  co uld ha ve  been  wor ke d ou t 
under  m ore  f av or ab le  ba rg ai ni ng  con di tio ns .

We  urge  yo u an d th e mem be rs  o f your  su bc om m it te e,  ther ef or e,  to re co m m en d 
pa ssag e of  th is  rem ed ia l legisla tio n.

Res pe ct fu lly  yo ur s,
Gam br el l, H ar la n, R us se ll , Moye & R ic ha rd so n, 

By  T he od or e M. F orbes, Jr .

N at iona l C oal Assoc iation , 
Wa shi ngt on,  D.C.,  Feb ruary I f ,  1962 .

Re:  H .R . 6949  (N atu ra l Ga s Act am en dm en ts ).
Ho n. Ore n H ar ri s,
Ho use  of  Rep rese nta tive s, Wa shing ton , D.C .

D ea r C on gr essm an  H arris : We di d no t he ar  abou t th e  sc he du led he ar in g 
on  H .R . 6949  unti l ar ound  10 a.m . to day  wh ich  was th e sa m e hou r th a t th e  
he ar in gs  were sc he du le d to  co mm ence . We te le ph on ed  your st af f an d th ey  we re 
ki nd  enough  to sc he du le  me as an  em erge nc y witn es s, b u t I was  not ab le  to  ge t 
th er e be for e th e he ar in gs  we re closed .

I t  is my un de rs ta ndi ng th a t we will be  perm it te d  to  file a po si tio n paper on  
th is  wh ich  will be incl ud ed  in  th e reco rd  of th e  pr oc ee di ng s. At  th e  sa m e tim e,  
yo u may  be in te re st ed  in  my  le tt e r of Feb ru ar y 12, 1962, wh ich  was ad dr es se d 
to  Sen at or  M ag nu so n in  his ca pac ity as ch ai rm an  of  th e  Se na te  Com m erce  
Com m it tee,  se tt in g  fo rt h  th e coal po si tio n on  S. 2744. Thi s m ea su re  was in tr o ­
du ce d in th e Sen at e on  Ja nuary  25 for  th e  spe cif ic pu rp os e of  im pl em en ting  th e 
legi slat ive re co m men da tio ns  of th e Fe de ra l Po wer  Co mmiss ion wh ich  we re su b­
m it te d  to  th e Co ng ress  on  Ja nuary  10.

I am  cal ling yo ur  a tt en ti on  to  th is  le tt e r be ca use th e F P C  re co m m en da tion s 
ar e per ti nen t to  th e he ar ing on  H .R . 694 9 an d an y o th er he ar ings  yo u may  
sc he du le  in th e fu tu re  in co nn ec tio n w ith  th e  pr op os al s to  am en d th e N atu ra l 
Ga s Ac t. I t wo uld be  m y ho pe  th a t th is  le tt e r wou ld  se rv e as ad va nc e no tice  
of  o ur in te re st  in  an y su ch  proc ee ding s in  th e fu tu re  and  th a t we will be  ac co rd ed  
th e  opport un it y  to  ap pear and te st if y  as our  in te re st s m ay  ap pe ar .

I wis h to  ag ain th ank  yo ur  st af f fo r th eir  co ur te sy  in mak in g a la st -m in ute  
sche du lin g of NCA  in co nn ec tio n w ith  th e  he ar in g on  H .R . 6949. I am  on ly  
so rr y th a t I was  un ab le  to  gath er up  a few  ex hibi ts  an d pa pe rs  in su ffi cien t tim e 
to  ar ri ve  an d re sp on d wh en  my na m e wa s cal led .

Co rd ial ly ,
R ob er t E. Lee  H al l.

N at iona l C oal  Assoc iatio n, 
Wa shington,  D.C. , February  12, 1962 .

Re  coal po si tio n on  S. 2744, nat ura l gas am en dm en ts .
Hon . War re n G. M ag nu so n,
Ch air ma n, Sen ate  Commerce Com mitt ee,
Sena te Office Bu ild ing,  Wa shing ton , D.C .

D ea r Sen at or  M ag nu so n: On Ja nuary  25, 1962, yo u in trod uc ed  a bill 
(S. 2744 ) to  am en d th e  N atu ra l Gas  Ac t in  ac co rd an ce  w ith  th e  l eg is la tiv e reco m­
m en da tion s of th e  Fed er al  Po wer  Co mmiss ion su bm it te d  to  th e Co ng ress on  
Jan u a ry  10, 1962. T he  N at io nal  Co al As socia tio n,  a tr ade  or ga ni za tion  re pr e­
se nting  ab ou t 70 pe rc en t of  th e  to ta l co mmercial ly  pr od uc ed  an d m ar ket ed  coal 
in th e U ni te d Sta te s,  ha s a v it al  in te re st  in th e legi slat ion reco m men de d by  th e  
Fe de ra l Po wer  Co mmiss ion and refle cte d in th e m ea su re  in trod uc ed  by  yo ur se lf.  
We wo uld , ther efore,  lik e to  su bm it  fo r your  co ns id er at io n ou r views on  th e  
prop os als em br ac ed  in  S . 2744 a nd  co m m en t o n some re la te d  m att ers  in co nn ec tion  
th er ew ith.

Befor e discussin g th e spec ifics of th e bil l, howe ver, it  m ig ht  be  well  to  jx jint  up  
th e  na tu re  of ou r in te re st  in natu ra l ga s m at te rs . N a tu ra l gas be ing an  en er gy  
fue l is so ld  in co m pe ti tion  w ith  coa l in m os t, if no t all,  of  th e coa l co ns um ing ar ea s 
of  th e  co un try.  T he  in ro ad s of  natu ra l ga s on  coa l m ar ket s ha ve  ha d a se riou s 
and  ad ve rs e im pa ct  on  th e coal in du st ry , th e  me n em pl oy ed  in th e min ing of  co al 
and th e  coa l ha ul in g ra ilr oa ds  wh ich  de pe nd  so m uc h on  re ve nu es  de rive d from  
th e  tr ansp ort a ti on  of  coal.  Sign ifi ca nt ly , th e  1942 am en dm en t to  th e N at ura l
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Ga s A ct  w as in  larg e mea su re  bro ught abou t du e to  rec og ni tio n by  Con gres s th a t 
ra p id  an d  un co nt ro lled  ex pa ns ion of n a tu ra l gas se rv ice  co uld hav e a de le te riou s 
eff ect up on  co mpe tin g fue ls and co m pet it iv e metho ds  of tr an sp o rt a ti on  an d th a t 
th e  Com miss ion sh ou ld  be  em po wered  to  giv e co ns id er at ion to  su ch  m att ers  in 
it s ad m in is tr a ti on  of  th e  a c t (Cf . S. R ep t.  984 , 77 th  C ong.,  2d  se ss .; H . R ep t.  1290 
77 th  Co ng ., 2d ses s.) .

Since 1942 , th is  as so ciat io n to geth er w ith  o th er re la te d  in te re st s in cl ud in g th e 
U ni te d Mine W orke rs  of Amer ica and Fu el s R es ea rc h Co uncil , In c. , an  or ga ni za ­
ti on  re pre se nting bo th  coal pro du ce rs  and m an y of th e  princ ip al  ra il ro ad s,  ha s 
ac tivel y part ic ip ate d  in  nu m er ou s pr oc ee di ng s be fore  th e Fed er al  Po wer  Co m­
mission . Ove r th is  per io d of tim e we hav e be co me th or ou gh ly  fa m il ia r w ith  th e 
va riou s p ro vi sion s o f th e  a c t and i t i s u po n 20 yea rs  of ex pe rie nc e th a t th e  fo llowing  
an alys is  of S. 274 4 rel ies .

The  co m m en ts  t o  follow  wi ll be  dir ec te d  t o  on ly  th os e se ct io ns  of th e  bil l which  
we feel  ar e de se rv in g of co m m en t a t th is  t im e.  Th ose sect ions  not co ve red by  ou r 
re m ar ks  prop os e am en dm en ts  co nc er ni ng  which  th is  as so ciat io n ha s no  part ic u la r 
fee lin g either  fo r or  ag ai ns t en ac tm en t.

SECTIO N  r — D IR EC T SALES  FO R  IN D U STR IA L U S E

Thi s se ct ion of S. 2744 which  w ou ld a m en d sect ions  1 (b) an d (c) of th e  ac t sh ou ld  
be enac te d  and th u s close a se rio us  ga p which  now  ex is ts in  th e  Com m ission ’s 
re gula to ry  au th ori ty . Ther e is no  pra cti cal or  log ica l reas on  fo r ex clud ing di re ct  
sa les  of  gas for  in dust ri al  use from  F P C  ju ri sd ic tion . As C hai rm an  Sw idler  
po in te d out to  yo u in his  le tt e r tr an sm it ti n g  th e  Com miss ion’s re co m m en da tion s 
fo r am en di ng  th e  ac t and which  ar e now em bo di ed  in  S. 274 4, th e  Com miss ion 
wo uld be  b e tt e r ab le  t o  pe rfor m  it s duti es  and pro te ct th e  pu bl ic  in te re st  if it  ha d 
au th o ri ty  o ve r d ir ec t s ales . U nre gul at ed  i ndust ri al  d ir ec t s ales  o f g as  b y pipe lin es  
alo ne  const it u te d  14 per ce nt  of th e  to ta l m ar ket ed  pro du ct io n of na tu ra l ga s in 
1960. W ithout opport unit y  to  co nt ro l su ch  sa les , par ti cu la rly  as  to  pr ice,  th e 
Com miss ion ha s th us be en  foreclo sed from  as su rin g th a t di rect sal es  in all  cas es 
ca rr y th e ir  fa ir  sh ar e of th e  co sts of pi pe lin e op er at ions . Furt her m ore , as  C hai r­
m an  Sw idler  no te d,  pu tt in g  d ir ec t sa les of  gas for  in du st ri al  u se  un de r th e  ju ri s­
di ct io n of F P C  wou ld  el im in at e th e  in ce nt iv e whic h now  ex is ts  to  d iv ert  ga s to  
in fe rior  use s—-uses, su ch  as  bo ile r fuel , fo r which  a mo re a b u n d an t fue l, su ch  as  
coal,  is eq ua lly su it ab le  and av ai la bl e a t re as on ab le  cost.  E nac tm en t of th is  
legi sl at io n wou ld th us per m it  th e  Com miss ion to  ad va nc e mor e ef fecti ve ly  th e  
co ns er va tion  p rin cipl es  end or se d by  th e  S up re m e C ou rt  in FPC  v.  Tr an scon tin en ta l 
Gas P ip e Li ne  Corp . (365 U.S. 1, 5 L.  Ed.  2d  377  (1961)).  Im p o rt an t als o is th e  
fa c t th a t th e  C om m ission ’s rat em akin g  fu nc tion s wo uld be co me gre at ly  sim pl ifi ed  
and th e  tim e- co ns um in g ta sk  of se para ti ng  co sts  be tw ee n ju ri sd ic tional  and 
no nj ur is di ct io na l se rv ice  wou ld be  min im ized . As th e  ac t now st an ds,  th e  Co m­
mi ssi on  is au th or iz ed  to  re gul at e sa le s in in te rs ta te  co mmerce  fo r resa le,  b u t is 
barr ed  from  fu ll and co m pl ete re gu la tion ov er  sa les of gas  in in te rs ta te  co mmerce  
if t he  gas  is to  be  con su m ed  by th e  p urc has er  ev en  t hou gh  b oth  c at eg or ie s o f se rv ice 
mak e su bst an ti a l use  of  th e  sa m e pi pe lin e faci lit ies. Com pl ete and c om pr eh en sive  
au th o ri ty  i n th e  Com miss ion is im pera ti ve i f t h e  Co mm iss ion  is to  di sc ha rg e pro p­
er ly  it s re sp on sibi lit ie s under  th e  ac t.

SEC TIO N  2---- R E D E F IN IT IO N S  U N D ER  SEC TIO N  2.

T he  am en dm en ts  prop os ed  in th is  s ec tion  of S. 2744 ar e ne ce ss ar y an d de si rable 
and wou ld se rv e to  im pl em en t, in p art , some of th e  ot he r ch an ge s reco m m en de d 
by  th e  Co mmiss ion an d em br ac ed  in S. 2744 .

Se ct io n 2(a)  of th e  bil l wou ld  rede fin e “ N atu ra l Ga s C om pan y” so as  to  m ak e 
th e  de fini tio n co nform t o  t he  c ha ng e se t fo rt h  in sect ion 1; viz, br in gi ng  d irec t sal es 
of n a tu ra l ga s fo r in dust ri al  us e w ithi n th e  am bit  of th e Com mission ’s au th ori ty . 
The  co m m en ts  he re to fo re  m ad e in co nn ec tio n w ith  sect ion 1 of  t h e  bil l, of co urse , 
wou ld  ap pl y he re  w ith  eq ua l force.

Se ct io n 2(b ) of S. 2744 wo uld se rv e to  co rr ec t a  glar ing defic ien cy  in th e  ac t by  
giving  th e  Co mmiss ion ad di tiona l au th o ri ty  w ith  re sp ec t to  im port at io n and 
ex port ati on  of na tu ra l gas . M uc h co nfus ion ha s ar isen  ov er  th e  ye ar s as  to  th e  
ex te n t of  th e  Com m ission ’s ju ri sd ic tion ov er  co mpa nies  ex po rt in g or im po rt in g 
n a tu ra l gas t o  o r fro m a S ta te  ad ja cen t to  th e  in te rn at io nal  bo rd er . The  am en d­
m ent to  se ct ion 2(7 ) of th e  ac t wou ld  rem ov e th is  do ub t and wo uld mak e cle ar  
th a t al l prov is ions  of th e  ac t,  incl ud in g bo th  sect ions  3 and 7, wo uld  ap pl y to  
su ch  co mpa ni es . (See , e.g ., Re Mon ta na  Powe r Co.,  11 FPC  1 (195 2) an d more par ­
ti cu la rl y  Com miss ione r Sm it h’s co nc ur ring  op inion a t p.  11.) Fo re ign na tu ra l
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gas from both Can ada  and  Mexico is increasingly becoming a th reat  to domestic 
fuel markets. As a ma tte r of fac t, Cana dian gas has all bu t destroyed the  Mon­
tana  coal industry. Lack of autho rity  in the FPC to exercise contro l over the  
importer, in t ha t case Montana Power Co., con trib uted to this undesirable sit ua ­
tion. This association feels strongly  th at  the  loophole in the Commission’s 
autho rity  thw art s effective regulation  and  prevents the  Commission from giving 
adeq uate  p rotection to citizens of this country.

SECTION 3— REV ISIO N OF SECTION 3 DEALING WITH IMPORTATION AND EXPOR TAT ION  
OF NATURAL GAS

Section 3 of S. 2744 would streamline and make  more workable the  sta ndard 
which the  Commission must follow in considering applications for imp ort  and  
expo rt permits. As section 3 now reads,  the sta ndard  is a negative one which 
requires th at  the  Commission shall issue a permit “unless, after oppor tun ity  for 
hearing, i t finds th at  the proposed expor tation o r impor tation will not be consis tent  
with  the public int ere st.” The  amendm ent proposed by the  Commission would 
revise section 3 so th at  orders  issued purusant  the reto would be based  upon  
affirmative findings such as are now made under sec tion 7 in certificate  proceedings. 
Moreover, unless section  3 is amended  as  proposed in  S. 2744, there would app ear  
to be two stand ard s of proof under the  a ct. Section 7 requires that  a n applican t 
show th at  any  proposed “operat ion, sale, service, construction, extension, or 
acquisition  * * * is or will be required  by th e present or  futu re public convenience 
and  necessity.” The  present section 3 standa rd,  on the other hand , is ent irely 
different in th at  it  imposes upon the  Commission  the du ty to issue imp ort and  
expo rt permits upon a finding th at  such issuance  is not  inconsistent with  the  
public  interest. Th at  the  standa rds  differ app ears to find suppor t in Pacific 
Power and Light Co. v. FPC, 111 F. 2d 1014 (1940), where a standa rd in the  
Federal Power Act similar  t o section  3 was in  issue.

SECTION 5----VARIOUS  AMENDMENTS TO SECT ION 7 OF THE ACT

By and large, the  amendments  proposed in S. 2744 to section 7 if enacted  
would seem to make for more effective regu lation of th at  segment of the gas 
indu stry  subject to FPC  jurisdiction. However , we do not believe th e Commis­
sion has been seriously  hampered  by the  existing notice  and hearing requ irem ent 
conta ined in 7(c). This provision in fac t has acte d as a safeguard to  the  public  
in assuring  th at  all proposals which come before the Commission pursu ant to 
this section are  properly  noticed and  an opportunity afforded all persons wrho 
may  be affected by the  action taken by the  Commission to be heard if circum ­
stances warran t inte rvention. While it would appea r th at  the  amendm ent 
contained in section 5(b) of S. 2744 w’ould pro tec t the inte rests of all persons who 
may  be affected by any  order of the  Commission in any  proceeding before it, 
the re is s till uncer tainty  as to whe ther  all certi ficate applications will be noticed 
or only those which the  Commission  or the  staff conclude should be noticed. 
If the former, then of course this  associa tion and others similarly situated would 
be complete ly pro tected  under the  amendm ent as proposed; if the lat ter , then 
the  amendment would be completely objec tionab le. [Italic ours.]

The proposed new section (j) of S. 2744, which would give the  Commission 
autho rity to prescribe safe ty stan dar ds for na tural gas companies is highly 
desirab le and in t he  public inte rest . Most pipelines at tempt  to  adhere  to  various 
standa rds  of safety  in construction  of facilities, bu t these  standards are nei ther 
uniform nor are they in all cases adequa te. Some S tates have fairly rigid safe ty 
regula tions while other Sta tes have none at  all. Consistency, as well as the  
dic tate s of public  safe ty, requires th at  the  Commission be ent rus ted  with the  
estab lishm ent and enforcement  of sound safe ty regulations.

SECTION 7----BROADE NED  INVE STIG ATORY AUTHORITY

S. 2744 would amend section  14 of the  act so as to enlarge  the  Commission’s 
investiga tory  powers and  enable it to compile badly  needed  st atis tics  and repo rts  
on all phases of the  nat ura l gas industry. With  such author ity  vested in the  
Commission, the  Congress, the  Commission, the  gas industry, the gas consumers, 
and  the  public genera lly would be bet ter  informed and  in a position to eva lua te 
on a national scale gas reserves, potenti al demand, rat es to consumers and  other 
da ta of like importanc e. Unfortunate ly, the  Commission  is without au thor ity  to 
make comprehensive stud ies of the  enti re gas ind ust ry and  is thus ham pere d in 
effectively informing the  public and in keeping itself  informed on the vit al sta tis ­
tics necessary to order ly regula tion.
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The need for such autho rity  is so pa tent  th at  further  elabo ration here would 
be superfluous.

In summary, this  association suppor ts the provisions of S. 2744. However, 
the bill falls short in meeting some of the deficiencies in the  present act  which 
we believe mili tate  against effective regulation. For example, the Commission’s 
rate mak ing powers as set forth in sections  4 a nd 5 of the  act should be amended 
so as to make clear the  scope of the  Commiss ion’s power in fixing rates. The 
Commission at this  time  has autho rity  to review and when necessary order ad­
justme nts  in rates , bu t it is powerless t o order  an increase (particu larly  unreason­
ably low industria l rates)  in rate s above those filed by the  Natural Gas Co. 
Thus limited, the  Commission is compelled to approve, in many instances, low 
indu stria l rates for boiler fuel and othe r inferior  uses of gas. As the  Chairman 
well knows, natura l gas is a valuable and exhaustible natural resource  which is 
limited in supply.  One of the  imp ortant  responsibilities of the  Commission, as 
the Supreme Court held in the  Transco case (supra), is to apply  sound measures 
of conservation  wherever  appropriate. But  because of a ruling  of the  Supreme 
Court  in the Hope case (FPC  v. Hope Natura l Gas Co., 320 U.S. 591 (1944)) t ha t 
the Commission cann ot consider conservation in the  estab lishm ent of a pipeline 
rate,  there has been confusion and dou bt over the  extent of FPC author ity  to 
fix rates  which would tend to discourage sales of gas for inferior purposes. This 
is incons isten t with  the  late r Suprem e Cou rt view (Transco case) th at  the  Com­
mission has definite conservation responsibil ity. It  would seem entirely appro­
pria te there fore  th at  consideration  be given by the Congress to amendments 
which would remove the  ambiguities in the  Commission’s conservation autho rity .

It  would  also seem highly desirab le th at  Congress give considera tion to inserting 
language in th e act which would e stabl ish a policy of favoring maximum utiliza tion 
and development of underground gas storage so as to create an incentive for 
its pur sui t by pipeline companies. Such an amendment would serve the  public 
inte rest  well and would encourage conserva tion of the  diminishing supplies  of 
natu ral gas in this country . We are pleased that  the  Commission over the  years 
has itself adopted  a policy of favoring underground storage and we have every 
reason to  believe th at  it will c ontinue to  foste r this concept of efficient pipeline 
opera tion. Never theless , a congress ional manda te reflected in the  act  would 
greatly  stre ghten the  Commiss ion’s hand in these respects.

Should you desire, we would be pleased to consu lt with our committee staff 
for furth er explanat ion of our position or sub mit  recommendations on specific 
sta tut ory language to carry out the  suggestions  set forth  above. In the  event 
that  public hearings are scheduled,  we respectful ly ask for the  right  to  appear and 
present witnesses  in supp ort of th e views herein  expressed.

Respectfully  subm itted.
R o bert E. L e e  H al l,

Vice President.
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