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NATURAL GAS FOR RESALE FOR INDUSTRIAL USE

WEDNESDAY, FEBRUARY 14, 1962

House oF REPRESENTATIVES,
SupcoMMITTEE o8 CoMMUNICATIONS AND POWER OF THE
CoMMITTEE ON INTERSTATE AND FoRreicN COMMERCE,
Washington, D.C'.

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

The CrairMan. 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 its purposes the amendment of subsection
(e) of section 4 of the Natural Gas Act relating to Commission juris-
diction over the rates for the sale of natural gas for resale for industrial
use.

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

[H.R. 8049, §7th Cong., 1st sess.)

A BILL Toamend section 4(e) of the Natural Gas Act, to authorize a gas distributing company to complain
about a rate schedule filed by & natural gas company and to give the Federal Power Commissjon authority
to suspend changes in rate schedules covering sales for resale for industrial use only

Be il enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That (a) the first sentence of subsection (e) of
section 4 of the Natural Gas Act, as amended (15 U.S.C. T17e(e)), is amended by
changing the words ‘‘or State commission” to read ‘‘State commission, or gas
distributing company"’.

(b) Such subsection (e) is further amended by striking out ‘: Provided, That the
Commission shall not have authority to suspend the rate, charge, classification, or
serviee for the sale of natural gas for resale for industrial use only”.

[8. 1505, 87th Cong., 1st sess.]

AN ACT To amend the Natural Gas Act to give the Federal Power Commission suthority to suspend
changes in rate schedules covering sales for resale for industrial use only

Be it enacted by the Senate and House of Representalives of the United Stales of
America in Congress assembled, That subsection (e) of section 4 of the Natural Gas
Act (15 U.8.C. 717¢(e)) is amended by striking out: ““‘Provided, That the Commis-
sion shall not have authority to suspend the rate, charge, classification, or service
for the sale of natural gas for resale for industrial use only;".

Passed the Senate August 14, 1961.

Attest: Fevrox M. JOHNSTON,

Secretary.

Execurive OFFICE OF THE PRESIDENT,
Bureavu oF THE BUDGET,
Washington, D.C., February 15, 1962.

Hon. OreNn Harris,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear MRr. CaarrMaN: This is in reply to your request for the views of the
Bureau of the Budget on H.R. 6949, a bill to amend section 4(e) of the Natural

1




2 NATURAL GAS FOR RESALE FOR INDUSTRIAL USE

Gas Aect, to authorize a gas distributing company to complain about a rate
schedule filed by a natural gas company and to give the Federal Power Commission
authority to suspend changes in rate schedules covering sales for resale for
industrial use only.

Section (a) of H.R. 6949 would authorize gas distributing companies to complain
to the Federal Power Commission about any new schedule filed with the Commis-
gion in order that a hearing may be held concerning the lawfulness of the schedule.
While the Bureau of the Budget would have no objection to enactment of this
provision, it is our understanding that such enactment would not contribute
materially to the effective functioning of the Commission.

Section (b) would delete the proviso from section 4(e) of the Natural Gas Act
that prohibits the Commission from suspending changes in rates, charges, classi-
fications, or service for the sale of natural gas for resale for industrial use. Enact-
ment of this provision would enable the Commission to act more quickly and
effectively in cases where sales for industrial use appear to be unreasonable, unduly
preferential or diseriminatory. For this reason the Bureau of the Budget would
favor its enactment.

Sincerely yours,
Puirtir 8. HuGHES,
Asstistant Dirvector for Legislative Reference.

The Crarrman. The legislation was introduced at the request of
the Commission to carry out a recommendation for such legislation
made in its 1960 annual report and repeated in its annual report
for 1961.

The subject is not a new one but has heretofore been considered
by this committee as section 103 of H.R. 8525, a bill making numerous
amendments to the Natural Gas Act, which was reported by this
committee in July 1957.

Subject to a single exception, the rates at which natural gas is sold
by natural gas companies to distributing companies are subject to the
suspension power of the Commission. The exception, contained in
the proviso proposed to be repealed by this section of the bill, is
where the gas is sold for resale for industrial use only.

In the case of those rates which are subject to the suspension power,
the Commission may suspend the rates for no longer than 5 months
beyond the time when they would otherwise go into effect. If the
proceeding before the Commission on the matter has not been con-
cluded, and an order made, at the expiration of the suspension period
the new rates will go into effect. However, the Commission may
require the natural gas company to furnish a bond to insure refund,
with interest, of any portion of such increased rates subsequently
found not to be justified.

Because of the proviso above quoted, rates for the sale of natural
gas for resale for industrial use only go into effect at once, and remain
in effect until final determination of their lawfulness. Proceedings on
such matters are often prolonged, and during the pendency of such
proceedings the rates filed must be paid by the industrial users. The
protections afforded by the suspension and bonding provisions referred
to are denied to industrial consumers by the proviso referred to.

The effect of repealing the proviso will be to place residential,
commercial, and industrial users in the same position with respeet to
protesting price inereases in the case of gas purchased through an
intermediate distributing company or municipahty. This amendment
does not affect direct sales by natural gas eompanies to industrial
COnsSumers,

Before hearing the witness appearing today, the Chair recognizes
Congressman Ellsworth of Kansas who wishes to make an introduction.
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STATEMENT OF HON. ROBERT F. ELLSWORTH, A REPRESENTATIVE
IN CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT
OF KANSAS

Mr. EvtsworTtH, Thank you, Mr. Chairman. 1 appreciate this
opportunity 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-
stituent of mine.

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

I want to say also that 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 opportunity and security.

Thank you very much.

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

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

I have a prepared statement which I will turn over to the reporter,
But I presume that you do not wish me to read it into the record, and
unless you prefer that 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 Caairman. Whatever vou desire to do.

The statement will be made a part of the record at this point.

(The statement referred to is as follows:)

Starement oF Josepr C. SwipLER, CHAIRMAN OF THE FEDERAL PowER
ComMMISsION

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 that 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 jurisdietion, 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 i’atf:r
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
jurisdietion, 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 merey 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 may turn to competing fuels and be permanently lost to the distributor
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 l‘mwor to suspend only
rates which are already subject to our jurisdietion. The bill would enable us to
exercise that jurisdiction effectively by eliminating the interval 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

rovisions of the act as are the resale rates for all other consumers. The Federal
ower Commission, as previously constituted has consistently favored this meas-
ure, and it is strongly endorsed by the Commission as now constituted.

-
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Mr. Swiprer. Before making my remarks I should like to note
for the record that the Bureau of the Budget has informed the Com-
mission that the measure now before you has the approval of the
Bureau of the Budget.

This is my first appearance before this committee, and I want to
express my pleasure at being here and hope that I won’t wear out
your patience. It has been a pleasure to meet you gentlemen, and
I know a pleasure that is shared by Mr. O’Connor and Mr. Ross.

The purpose of the bill was well stated in the chairman’s intro-
ductory remarks. It is a simple bill, and its effect would be to strike
from section 4(e) of the Natural Gas Act a proviso in the middle of
that paragraph which reads as follows: “ Provided, That the Commis-
sion shall not have authority to suspend the rate, charge, classifica-
tion, or service for the sale of natural gas for resale for industrial use
only.”

Now. as the chairman’s introductory remarks made clear, this
proviso has two effects. In the first place, it precludes the Commission
from suspending rates that are filed by a pipeline company for resale
to a distributing company for industrial use only, as the Commission
is empowered to do in the case of all other pipeline rates. And, in
the second place, to the extent that the rates may be found later to
be unlawfully high, it prevents ordering refunds to the industries
which have paid the unlawfully high charges.

This item is included as one of the items in the comprehensive bill
to amend the Federal Power Act which Senator Magnuson has intro-
duced as S. 2744, but it is a very desirable piece of legislation which has
been separately passed by the Senate, and the Federal Power Com-
mission would be most appreciative of its passage in its present form
as a part of the comprehensive bill.

So far as I know, there is no substantial opposition to this bill.

At the time that the Natural Gas Act was passed, apparently
it was contemplated that most service to industries would be under
special contract arrangements. It was conceived that the power to
suspend might affect the negotiation of such special contracts and,
therefore, this exception was made.

However, most of these sales are now on general tariffs, and I know
of no reason why there should be this single exception from the Com-
mission’s suspension authority and from its power to order refunds
when the rates are later found to be unlawful and excessive.

The bill addresses itself to a relatively small problem, because most
pipeline companies do not file special tariffs for sale to distributing
companies for industrial purposes only; they file general contracts
which cover industrial sales together with all other sales. And when
the industrial sales of distributors are lumped in with all other sales of
distributors, the Commission orders refunds for all of the customers.
There are only 10 pipeline companies which file separate tariffs for
sale to distributing companies for resale for industrial purposes only.

Of the amounts involved, more than one-half is accounted for by
the sales of a single pipeline company, more than a quarter is accounted
for by the sales of a second pipeline company, and eight other pipe-
line lcom])nnil-s account for the balance of less than a quarter of the
total.

RO27T4—62 2
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As Mr. Ellsworth mentioned, this bill has the support, among others,
of the Midwest Industrial & 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 that most industries are not confronted with it, because
the pipeline companies which account for the supplies do not file
separate tariffs for industrial resale only, does not Lvlp them when
they find themselves paying excessive amounts without right of
refund. To some extent the pipeline companies have made partial
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 other 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 particular
item. It was also included in another bill which was reported out
by this committee but never reached the House floor. So that 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 .~u|ppllmnvnt-in;: the prepared
statement. I should be glad, if there is anything I have not covered,
to attempt 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 Crarrman. Thank you very much.

At this time the Chair recognizes our chairman of the Interstate
and Foreign Commerce Committee, Mr. Harris.

Mr. Harris. Thank 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 Clommission.

Mr. SwipLer. Thank you very much, Mr. Harris.

Mr. Harris. I 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 that we have made, together with the
improved procedures that you and others as members of the Com-
mission have seen that you could bring about since you have been
with the Commission. We will look forward to vour appearance
before this committee on other oceasions. 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. T received your letter with ref-
erence to a comprehensive package bill, including all of the recom-
mendations. However, T did feel it advisable to take these bills that
we can apparently obtain approval for without too much delay. As




NATURAL GAS FOR RESALE FOR INDUSTRIAL USE

far a8 the other recommendations, T am giving consideration to them,
and those that 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. T see no particular need, Mr. Chairman, for
taking any time of the committee with reference to this bill. It
has been said that it has been considered by the committee on other
oceasions in the past, and it has been approved by the committee.
As a lawver, T would think that 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. SwipLer. May | 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
way that you want ust to.

The Crammman. Thank you.

Mr. Rogers?

Mr. Roagrs of Texas. Mr. Swidler, do you have any information
as to the number of times that the industrial distributors have raised
these prices and that subsequently they were disallowed?
~ Mr. SwipLER. You are lul]king about these 10 pipeline companies
in particular?

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

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

Mr, RusserL. Congressman Rogers, I can’t give you a specific
answer to that question, but I think that the figures which have been
submitted by the group of industrial consumers pretty well outlines
the number of rate 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 the pipeline companies.

Mr. RoGers of Texas. What I was getting at, doesn’t the Federal
Power Clommission have the information simply as a matter of arith-
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 that went through the pipeline com-
pany that wouldn’t have gone had a bill like this been in effect at that
time?

Mr. RusseLs, Yes, we would have that information, but unfortu-
nately we do not have it 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 at 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 it supplied.

(The information referred to is as follows:)
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Amounts not subject to suspension and refund in recent pipeline rale increase
applications !

! Unrefund-
able
amount
colleeted

T
! Subject to refund i

Not subject to refund

Aunnual | Effective date

amount

Annual | Effective date

Docket No.|
| amount |

| $19, 250

1 48, 400
15, 416

$127, 700 l May 15, 1950
1

Alabama-Tennessee $7,000 | May 15, 18569
Natural Gas Co,
Cities Service Gas Co...|

Colorado Interstate Gas |

G-17218. __{

2, 118, 000
12, 900

23,1061 |
21, 1957

July
Oct.
3,000 | Feb.

|
100 |

RPA2-1._.| 6,506,000
G-13541_ .| 2,540,400

A0, |
Colorado Wyoming Gas | G-13577. __II 336, 460 5, 1058 5, 1958 3,107
C

25, 1060 | 485,

RP60-3. ..
1, 1900 |.......

RP61-3. ..

728, D00
340, 900

0,
El Paso Natural Gas Co.
Houston Texas G nd
0il Corp.
Texas CGas
sion Corp.

| 20, g Aug. 25,1960 ‘ 718, 483
5 Dec.

| |
Transmis- | RP61-15._| 4,738,600 | May 6, 1061 | 3,600 | May i’i,1'.'k§l! 2,801

United Gas Pipe Line
Co,

| RP61-18..| 4,618 900

June 15, 1961 20,

, 900

Feb. 18,1961 |

20, 900

1 Atlantic Seaboard Corp. snd Orange and Rockland Utilities, Ing., are excluded from the tabulation

since no industrial sales are made under their FPC tariffs,
2 Of this amount $556,000 was ultimately found justified; $196,200, which is one-half of the $302,400 collected
in excess of the amount found justified, was refunded pursuant to a settlement agreement,

Mr. SwipLer. Mr. Rogers, I can give you some figures that don’t
go directly to your question, but may nevertheless be close enough to
be of interest.

I have here a list of the 10 pipeline companies. They are the Ala-
bama-Tennessee; Atlantic Seaboard; Cities Service; Colorado Inter-
state; Colorado-Wyoming; El Paso; Houston Texas; Orange &
Rockland: Texas Gas Transmission; and United Gas.

On the average their industrial sales under these schedules—sales
to distributor companies for resale to industries—accounted for 145
million Mef in 1960—these are all 1960 figures—and about $38%
million, which were 5.15 percent of total volume of sales, and 4.68
percent of dollars received in those sales.

This will give you some idea of the overall dimensions of the prob-
lem. Of these totals, Cities Service accounted for almost $13 million
of the $38% million in sales, and El Paso accounted for about $21,-
400,000 of the $38.5 million.

I would be glad to offer the whole table for the record—it is in
pencil form—if it will be of any interest to the committee.

The Caamrman. It will be placed in the record at this point.

(The table referred to is as follows:)

Sales to distributor companies for resale to indusiries

Total sales to other gus

! Including sales to other
| utilities

utilities

|
Mot || Mel |

$11, 951 7, 112,
e 165, 181,
932, 570 238, 377, 596
715, 133
256, 061
21, 410, 036

Amount Amount

$4, 241, 180
84, 520, 186
63, 063, 863
51, 501, 378

7,389, 736

Alabama-Tennesses._ . ......
Atlantic Seaboard

Cities Service
Colorado Interstate
Colorado-W yoming -
ElPaso.........
Houston, Tex._

Orange and Rockland
Texas gas transmission...
U.G.P.L

762

22, 665, 252

1, 007, 200, 843
10, 674, 806
533, 583

374, 962, 502
003, 933, 981

114, 943, 318
144, 710, 642

822, 878,428

Totalicicciinniininnasneneaanusian 145, 853, 806 38, 491, 752

5.15

2,850, 425, 085 |

g ] S RN e, S e - e 4.68

Source: Annual reports, 1960,
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Mr. Rocers of Texas. Would you say as a general statement that
it has been customary for these companies to raise these prices at
every opportunity, or have they been pretty reasonable about it?

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

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. SwipLek. Say 40 to 50 percent,

Mr. RoGcers of Texas. If you are talking in percentages, that is
fine. The only thing I am thinking about in this: Does that 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. SwipLer. The presentation of the Midwest Industrial &
Commercial Gas Users Association, Inec., in a letter addressed to this
committee on January 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. {{tltil-ll{:-'» of Texas. Thank vou.

Mr. Harris. Would the gentleman yield?

Mr. RoGers of Texas. T would be happy to.

Mr. Hagris. Chairman Swidler, is it not a fact that the companies
have been reasonable about it in that a great number, if not most of
these, have been resolved on a compromise agreement between the
users and the companies themselves?

Mr. SwipLer. The companies have gone beyond their legal obliga-
tion in attempting 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 industrial 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 situation themselves and have
been willing to try to work out some satisfactory arrangement with
you?

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

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

The Cuarrman. We thank you.

Mr. Stanley C. Whiteaker, utility consultant, Kansas City, Kans.

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

Mr. Warreaker. 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
cominittee,
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My name is Stanley C. Whiteaker. I am a certified public account-
ant and utility consultant, and a partner in the firm of Troupe, Kehoe,
Whiteaker ¢ Kent, with offices in Tueson, Phoenix, and Kansas City.
I am the utility 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 trans-
mission company serving the areas of eastern Kansas, western Mis-
souri, northeastern Oklahoma, and some locations in southern
Nebraska.

Our association has recently participated in the third Cities Service
Gas Co. rate case that 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 natural gas for
resale for industrial use only.” Due to the fact that this provision
is contained in the Natural Gas Aect, when a pipeline company having
an end-use type rate files a rate increase, the distributing company
purchasing industrial 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
that 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.

[ previously stated that our association had participated 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 that we were
fortunate in this respect, in that we didn’t have to pay the increase
for a prolonged period of time. We further feel that we are most
fortunate under the circumstances in that we were able to recover
approximately one-half of the excessive charges. This was done by
negotiation at settlement time.

[ have prepared an exhibit entitled “Results of Settlements on
Industrial Rates and Computation of Interest Losses” that have been
sustained by industries served by the Cities Service Gas Co. system
in the three recent cases that 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 CrarMaN. Is this exhibit part of your statement?

Mr. WaiTEAKER. Yes, it is.

The Cuarrman. It will go in the record as part of your statement.

(The exhibit referred to is as follows:)
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Mr. Warreaker. This exhibit shows that industrial users have
sustained a loss of $2,056,099.52 due to lack of refund. This is in
addition to the charges that they have paid 5 months prior to the
time that the other gas users’ rate increase became effective.

The enactment of Senate bill 1595 and House bill 6949 will strike
from the act the proviso and will enable the industrial users to receive
treatment similar to that 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 majority of the major

ipeline companies have rates designed as a “rolled-in"" type rate.
g‘his means that they sell gas to the distributing 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 that have
end-use-type rates that are affected by this proviso.

There are 6 pipeline companies that I have reference to, Chairman
Swidler of the Federal Power Commission referred to 10, and I would
defer to his knowledge of that 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 that
are presently under consideration by the Federal Power Commission.
You will note that the United Gas Pipeline Co. has seven cases that
are presently under consideration and the nonsuspendible industrial
inereases 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 industrial rates as
well as the other rates affected. Therefore, there would be a sub-
stantial amount that 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 that are presently under consideration
by the Federal Power Commission on the El Paso Natural Gas Co.,
having an annual effect of $1,962,065 and a cumulative effect of
$4,602,395, up to December 31, 1961. This exhibit shows that at the
present time there has been collected an estimated $16,412,995 of in-
dustrial rates that 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 that Chairman Swidler re-
forred 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 Cuatrman. Thank you, Mr. Whiteaker.

The chart you referred to will be made a part of the record.
(The chart referred to is as follows:)

Mipwest InpustrisL & CommeErciaL Gas UsSgErs ASSOCIATION

Rate filings of regulated nalural gas companies having end-type industrial rates

| Annpual Cumulative
| amount industrial

docket No, | Date of filing | Name of company nonsuspended| increases

industrial to Dee. 31,
increase 1961

Sept. 30,1955 | United Gas Pipeline Co........ . hd 7. 036, 917
49, 2,631,118
C ---| May s 1,113, 660
G-15.360_ .| M - 330, 508
G-18,406. ___| Mar. i 200, 958
RP-0-2_ | Aug. 11,1060 290, 3
RP-61-18___| Ja 18, 1061

Total, United Gas Pipeline Co.l._... , 085, 854 11, 720, 600

G-12,]M8 J 28 1057 | El Paso Natural Gas Co._ - 0
0 Jan. 12,1959 | 1, 085, 3,150,474
Feh. 23,1000 | B 1, 532, 021

Total, El Paso Natural Gas Co. 2. ___. 1, 962, 065 4, 692, 395
G-13.202_...| Aug. 6,1957 | Pacific Northwest Piy 0 (1}

Totalt.._. ., | 4047000 | 16,412,905

I kerves sontheast and east Texas, Louisiana, Mississippl, southern Alabama, and northwest Florida.
2 Berves southwest Texas, New Mexico, Arizona, sonthern California, Washington, and small portions
ol Colorado, Utah, Wyoming, and Idaho,
! Other fne companies having end-use rate sehodules are Colorado-Wyoming Gas Co., serving
and southern Wyoming; Citles Serviee Gas Co,, serving northeastern Oklahoma, Kansas,
western Missourd, and southern Nebraska, and Alabama Tennessee Natural Gas Co, serving portions of
Teénnessee and Alabama

A portion or all of 18 States are affected,

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

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

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 Natural Gas Act is amended by changing the
words “or State Commission” to read “State commission, or gas dis-
tributing company”.

And in the Senate bill it merely provides the striking out of certain
Janguage. 1 assume both bills reach the same objective.

Do vou have any preference?

Mr. SwipLer. 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 statute which prevents gas distributing companies
from filing complaints with respect to rate schedules.

4(e) now provides that whenever such new schedule is filed, “the
Commission shall have authority either upon complaint of any State,
municipality, or State commission, or upon its own initiative without
complaint”—and the statute goes on to give the authority to suspend
and hear the case, and so forth.
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Now, this is a technical omission which is not a practical problem,
because if a gas distributing 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 bill to
vote out. And if it would be simpler from a parliamentary point of
view for the C'ommission to adopt the Senate bill and thus avoeid a
conference, this would also be the Commission’s preference. So that
[ think we would yield to you on this. If it were equally simple to
put through either bill, I think we would rather have the House bill,
but if it is a problem of avoiding a conference, we would prefer that
the committee report out the Senate bill and avoid a conference.

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

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

Mr. Harris. You would prefer to have the House bill, then?

Mr. SwioLer. Other things being equal.

The Craamrman. Mr. Eldon Sloan, Secretary of the Midwest
Industrial & Commercial Gas Users Association, Topeka, Kans.

STATEMENT OF ELDON SLOAN, TOPEKA, KANS.

Mr. Stoan. 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.

[, also, have a list which I would like to submit for the record.

The CrarMAN. Yes; that may be done.

Mr. Suoan. This is of all of the members of our association, in
order that the committee may see that we represent some small
laundry concerns, some large steel 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 at this point, and, that is,
that we are not demand customers. We use only the excess gas that
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 industrial 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 1s not any special privilege of any kind whatsoever, but simply
equal treatment with other consumers,

Thank you very much.

(The prepared statement of Eldon Sloan, together with the list of
members follows:)
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STATEMENT oF ErpoN Stoan, TorExa, Kans.

My name is Eldon Sloan. I reside at Topeka, Kans., and am a practicing
attorney and a member of the firm of Sloan, Hamilton & Sloan, with offices in
snite 1214, First National Bank Building, Topeka, Kans. I am general counsel
of Seymour Foods, Inc., of Topeka, Kans., a large processor of eggs, egg products,
and poultry. This company is a member of the Midwest Industrial & Com-
mercial Gas Users Association and I am appearing on behalf of that association.
[ am a member of the Board of Directors of the Midwest Industrial & Commercial
Gas Users Association, and I am seeretary of the association.

I am appearing in support of 8. 1595 and H.R. 6949. Another witness for
our association will be Mr. Stanley C. Whiteaker, utility consultant, w ho will
explain the regulatory need for this legislation and the financial results upon
members of our association from recent rate cases affecting our membership.

A brief word about the association which I represent here today. This group
has a current membership of some 102 companies, ranging from hospitals, smaller
businesses and laundries and dry cleaners, to larger concerns, such as Colgate-
Palmolive Co., Corn Produets Co., and U.S. Gypsum Co., to city powerplants and
large steel processors, | should mention that one of our members, the Associated
Laundry Owners of Greater Kansas City, has a membership of some 200 small
businesses, These concerns are located in the i.r,t-ngm])hi(-nl territory served by
Cities Service Gas Co., a regulated pipeline company. The one common attribute
of our membership is that in each of the business operations there is substantial
consumption of natural gas and its price has a material bearing upon the operating
cost of the business. Another concern which has worked closely with our asso-
ciation is the Kansas City Power & Light Co., a large electrical generating and
distributing company. Including Kansas City Power & Light Co., the member-
ship of this association purchases approximately 70 percent of the jurisdictional
industrial gas sold by Cities Service Gas Co.

The association was organized to intervene and represent 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 participated in the following rate cases, all involving
Cities Service Gas Co.:

1
FPC docket No. Effective date Date of
of increase settlement

T . [Apr. 23,1054 | Apr. 23, 1956
G-2410 anid G-M468. ..o~ LT e e SO BN W 1()1—1_ "',1'.1':3 pr )
Junge | Feb, 23, 1061

Ci-18, 790 16
| July 23, 1961 | Deec. 23, 1061

RP 62-1..

The association represents a broad segment of the business and industries
in this area, Its broad membership is illustrated by the other directors of the
association who are:

James Flynn, Sheffield Division, Armco Steel Corp.

Robert Peters, Pure Carbonie Co.

John E. Lyons, Owens-Corning Fiberglas Co.

John B. Spence, Faultless Laundry Co.

John F. Thrice, Missouri Portland Cement Co.

W. R. Miller, Armour & Co.

L. O. Griffith, Jr., Pittsburg-Corning Co.

Don C. Riley, Union Wire Rope Corp.

J. Neal Sawyer, Gustin-Bacon Manufacturing Co.

M. R. Hardin, W. 8. Dickey Clay Manufacturing Co.

R. J. Duvall, Board of Public Utilities, Kansas City, Kans.

Henry B. Franey, Corn Produets Co.

L. W. Parrish, U.S. Gypsum Co.
As major users of natural gas in “off peak’ periods, the concerns represented
by this association have a direct and substantial interest in natural gas legislation,
and are particularly affected by the proviso of section 4(e) of the Natural Gas Act.
In large part through the efforts of this association, the rate cases mentioned above
were settled by agreement of the parties—the lengthy negotiations actively
participated in by the association resulting in reduction of the rate filings by about
50 percent and substantial reduction in filed industrial resale rates.
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‘We strenuously support the legislation contained in 8. 1595 and H.R. 6949, which
are identical. 8. 1595 was introduced in the Senate by Mr. Magnuson on April
13, 1961, and passed the Senate unanimously on August 14, 1961, and is now
pending before the House. H.R. 6949 was introduced by Mr. Harris on May
10, 1961,

The effect of 8. 1595 and H.R. 6949 is to delete from the Natural Gas Act the
so-called industrial proviso to section 4(e) of the act, 15 U.S.C. section 7T17¢c(e),
which now reads: “Provided, That the Commission shall not have authority to
suspend the rate, charge, classification, or service for the sale of natural gasifor
resale for industrial use only:"”

From this language, the FPC has concluded it was not only without authority
to suspend industrial rates, but from the placement of the proviso in the section,
that it also lacked authority to condition nonsuspendible industrial rate in-
creases upon bond insuring refunds, or to provide for refunds of excessive charges
at the conclusion of a rate case. This interpretation of the statutory language
was affirmed (by a two to one decision) in the case of Gas Service Co. et al. v,
FPC, (282 F 2d 496 (CA, D. of C., 1960)), which was brought by this association.

As section 4(e) of the Natural Gas Act now reads, industrial rates are not
subject to suspension by the Commission; in this way they are treated differently
and diseriminatorily from any other rates regulated by the Federal Power Com-
mission. The result is, as our members experienced in the Cities Service Gas
Co. rate cases referred to above, that higher rates became payable by industrial
consumers of natural gas 5 months prior to the effective date of other rate in-
creases, The amendment of section 4(e) of the act as proposed by these bills
would correct this inequity and permit the Federal Power Commission to suspend
industrial rates to the same extent it may other filed rates,

The discrimination does not stop there. When it exercises suspension authority,
the Federal Power Commission normally permits increased rates to go into effect
only under bond providing for refunds of charges in excess of rates eventually
found to be reasonable. The Commission has deemed its bonding and refunding
authority to rest upon its power to suspend rates and permit them to go into
effect conditionally and concluded it had no authority to require refunds upon
industrial rates even though those rates were ultinately found excessive and
reduced. This has the result of leaving excess charges in the gas companies’
pocket, induces such companies to file high industrial rates, and diseriminates
against industrial gas consumers,

The FPC, however, has recognized this interpretation of this proviso results
in a “windfall” to regulated natural gas companies and excess charges to industrial
users of natural gas, thus in a “regulatory gap” in its control of rates of natural
gas companies. Accordingly the Commission has consistently recommended
amendment of the Natural Gas Act to remove the proviso. For example, in
its 34th annual report (1954), the FPC “Legislative Recommendations’ include

). 170) :

(I"G. Naltural Gas Act. Sales for resale for industrial use only—That section
4(e) of the Natural Gas Act be amended so that the Commission will have
authority to suspend rate schedules covering sales of natural gas for resale for
industrial use only. This would require the deletion of the proviso now contained
in that section.”

Similar legislative recommendations of the FPC itself appear in

Thirty-first annual report (1951), page 144.

Thirty-second annual report (1952), page 152.

Thirty-third annual report (1953), page 154.

Thirty-fifth annual report (1955), page 181.

Thirty-sixth annual report (1956), page 18.

Thirty-seventh annual report (1957), page 24.

Thirty-eighth annual report (1958), page 16.

Thirty-ninth annual report (1959), page 19.

Fortieth annual report (1960), page 17.

Forty-first annual report (1961) recommendation No. 1, page 2.

These bills would not otherwise affect the jurisdiction of the Federal Power
Commission. Six pipeline companies supplying natural gas to parts of 17 States,
of which the Cities Service Gas Co. which supplies our territory is one, now file
separate industrial gas rates within the proviso of section 4(e) of the Natural Gas
Act. Only when there is a separate industrial rate does the situation to which
we object arise. This further illustrates the diseriminatory effect of the rruvisu in
section 4(e}. Our research indicates the proviso may have been included in the
original legislation because then most industrial gas rates were contract rates,
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and it was believed undesirable to give the Commission power to suspend con-
tractual rates. Now there are filed general industrial rates, and the result is
to permit, as to this class of natural gas customers, rates to become effective 5
months prior to other rates due to lack of suspension authority and without legal
right to refunds, Thus the regulated company is favored at the expense of con-
sumers whom the act is designed to protect.

The amendment of the Natural Gas Act contained in these bills has earlier been
favorably considered by the House. H.R. 6645 passed by the House on July 28,
1955, and S. 1853 passed by the Senate on February 6,1956 (Harris-Fulbright
bills), by section 4, deleted this proviso, but this act was later vetoed by the
President. H.R. 6790 (1957) as reported from committee also deleted the proviso
but was never brought to a floor vote.

We respectfully urge that this amendment of the Natural Gas Act is of vital
concern to industrial eonsumers of natural gas, is not controversial, and is neces-
sary for the effective regulation of natural gas companies by the Federal Power
Commission.

We earnestly support S. 1594 and H.R. 6949 and urge this subcommittes to
favorably recommend their passage.

Mipwesr InprstriaL AND ComMmeRCIAL Gas Users ASSOCIATION

MEMBERS

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

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

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

American Can Co., 911 East 14th Ave., North Kansas City, Mo. Gas Service
Co., 1960, 99,171 M e.f.s.

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

Archer-Daniels Midland Co., St. Joseph, Mo. (usage at St. Joseph, Mo., North
Kansas City, Mo., Mount Hope, Kans., and Belle Plaine, Kans). Gas Service
Co., 1960, 158,011 M c.f.s.

Armonr & Co., 18th and Central Avenue, Kansas City, Kans. Gas Service Co.,
1960, 1,162,859 M e.f.s.

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

Beatrice Foods Co., Second and Polk Streets, Topeka, Kans. (usage at Topeka,
Kans., Wichita, Kans., and 8t. Joseph, Mo.). Gas Service Co., 1960, 195,065
M c.f.8.

Battenfeld Grease & Oil Corp., 3148 Roanoke Road, Kansas City, Mo. Gas
Service Co., 1960, 120,039 M e.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 Serviee Co., 1960,
17,039 M c.fs.

Bennett Creamery Co., Post Office Box 13, Ottawa, Kans. Gas Serviee Co., 1960,

2 M c.fs.
v Hospital, 12th and Reynolds, Kansas City, Kans. Gas Service Co.,
1960, 32,777 M c.f.s.

Black, Sivalls & Bryson, Inc., 7500 East 12th Street, Kansas City, Mo. Gas
Service Co., 1960, 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.fs.

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

Butler Manufacturing Co., 7400 East 13th Street, Kansas City, Mo. Gas Service
Co., 1960, 78,256 M c.f.s.

Cessna Aireraft Co., 5800 Pawnee Road, Wichita, Kans. Gas Service Co., 1960,
97,928 M c.fs.

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 Street, Kansas City, Mo. Gas
Service Co., 1960.

le[ Connor Hotel, Fourth and Main, Joplin, Mo. Gas Service Co., 1960, 42,177
M efs.

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

Corn Products Co., 1001 Bedford, North Kansas City 16, Mo. Gas Service Co.,

1960, 2,504,607 M c.f.s.

Desert (aulil P eed Co., 620 East 16th Avenue, North Kansas City, Mo. (usage at
Liberty, Mo.). Gas Service Co., 1960, 76,717 M c.f.s.

W. S. Dicke y Clay Manufacturing Co., Post Office Box 2028, Kansas City, Mo.
(usage at Pittsburg, Kans.). Gas ."wr\ ice Co., 1960, 1,093,775 M c.f.s.

Empire Cold Storage, 2722 Guinotte, Kansas City, Mo. Gas Service Co., 1960,
20,332 M e.f.s.

Excel Packing Co., Inec., Post Office Box 2134, Wichita, Kans. Gas Service Co.,
1960, 90,420 M c.fs.

Fallz City Creamery €o0., Box 440, Falls City, Nebr. Gas Service Co., 1960,
15,761 M c.fs.

J. A. Folger & Co., 330 West Eighth Street, 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 cf.s.

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

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

B. F. Goodrich Co., Post Office Box 31, Miami, Okla. Gas Service Co., 1960,
730,941 M ef.s.

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

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

Hallmark Cards, Ine., 25th and McGee Traffieway, Kansas City, Mo. Gas
Serviee Co., 1960, 68,503 M c.f.s.

Hill Packing Co., Box 148, Topeka, Kans. Gas Service Co., 1960, 86,396 M c.f.5.

City of Independence Power Plant, 215 West Kansas, Independence, Mo, Gas
Service Co., 1960, 1,233,410 M c.f.s.

International Paper Co., 2100 Kansas Avenue, Kansas City, Kans. Gas Service
Co., 1960, 56,034 M c.[.2.

Interstate Bakeries Corp., 12 East Armour Boulevard, Kansas City, Mo. Gas
Service Co., 1960, 60,435 M c.f.s.

Kansas City "Coca-Cola Bottling Co., 2540 West Pennway, Kansas City, Mo.
Gas Serviee Co., 1960, 20,626 M c.f.s.

The Kansas City Star Co., 1729 Grand Avenue, Kansas City, Mo. Gas Service
Co., 1960, 97,474 M cfs.

The Kansas Sova Products Co., Inc., Box 631, Emporia, Kans. Kansas Power
& Light Co., 1960, 133,385 M e.f.s.

Krause Corp., Ine., 305 South Monroe, Hutchinson, Kans. Gas Service Co.,
1960, 31,674 M c.f.s.

The LFM Manufacturing Co., Inc., Post Office Box 480, Atchison, Kans. (usage
at 8t, Joseph, Mo., and Atehison, Kans.). Gas Service Co. and Kansas Power
& Light Co., 1960, 212,270 M c.f.s.

MeNally-Pittsburg Foundry, 12th and Walnut, Pittsburg, Kans. (usage at both
foundry and manufacturing plant). Gas Service Co., 1960, 29,204 M c.f.s.

Manor Baking Co., 4050 Pennsylvania Avenue, Kansas City, Mo. Gas Service
Co., 1960, 52,665 M e.f.s.

Midwest Conve vor Co., 450 Donovan Road, Kansas City, Kans. Gas Service
Co., 1960, 20,640 M c.f.5.

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 e.f.=.

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

Missouri Portland Cement Co., North River Road, Independence, Mo. Gas
Serviee Co., 1960, 1,407,274 M cf.s.
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The Nemaha Cooperative Creamery Association, Sabetha, Kans. Gas Service
Co., 1960, 106,308 M c.fs.

Osawatomie Power Plant, Osawatomie, Kans. Gas Service Co., 1960, 88,993
M ef.s.

The {'i!_\' Water & Light Department of City of Ottawa, Ottawa, Kans. Gas
Service Co., 1960, 428,698 M c.f.s.

Owens-Corning Fibergls 1s 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. llu\\'m-y Box Division, 3111 Fiberglass Road,
Kansas City, Kans. Gas Serviee Co,, 1960, 20,165 M c.f.s.

Packaging C u]’p of America, M: :;n s Molded P ulp Division, 10th and Erie, Kansas
City, Mo. Gas Service Co., 1960, 199,871 M c.f.s.

Pittsburg Corning Corp., Sc-l.l:lli:t, Mo. Missouri Public Serviee Corp., 1960,
665,340 M ef.s.

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

The Proctor & Gamble Manufacruting Co., 19th and Kansas Avenue, Kansas
City, Kans, Gas Serviee Co., 1960, 1,475,876 M c.f.s.

Pure Carbonic Co., Merchandise Mart Building, Kansas City, Mo. (usage at
Kansas City, Kans., plzmt! 1960, 474,923 '\! t .5,

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

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

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

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

Rupert [)in-c'usting & Stamping Co., 1655 Cleveland Avenue, Kansas City, Mo.
{'alu Service Co., 1960, 74,501 M c.i.s.

Elizabeth’s Me rey Hospital, 500 West 20th Street, Hutchinson, Kans. Gas

"1» rvice Co., 1960, 2‘3 136 M c.f.s.

St. Joseph ]lnr»plial Linwood and Prospect, Kansas City, Mo. Gas Service Co.,
1060, 59,868 M c.f.s.

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

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

St. Luke’s Hospital, 4400 Nichols Parkway, Kansas City, Mo. Gas Service Co.,
1960, 89,205 M c.f.s.

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

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

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

Sealright Co., Inc., 2035 Fairfax Road, Kansas City, Kans. Gas Service Co.,
1960, 28,365 M c.i.s.

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

Security National 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 plants). Gas Service
Co., 1960, 62,177 M c.f 5.

Seymour Foods, Ine., Post Office Box 116, Topeka, Kans. Gas Service Co., 1960,
63,014 M e.f.s.

Sheflield Steel, Division of Armeco Steep Corp., Sheffield Station, Kansas City,
Mo. Gas Service Co, 1960, 4,586,417 M c.f.s.

Sisters of Merey Hospital, 901 Burke Street, Fort Scott, 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 M e.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 e.f.s.




2 NATURAL GAS FOR RESALE FOR INDUSTRIAL USE

Standard Rendering Co., 685 Adams, Kansas City, Kans. Gas Service Co., 1960,

76,639 M c.fs.

Steffen Dairy Foods Co., 700 East Central, Wichita, Kans. Gas Service Co., 1960,

32,075 M c.fs. :
Stern-Slegman-Prins Co., 3122 Gillham Plaza, Kansas City, Mo. Gas Service

Co., 1960, 14,412 M ec.f.s.

Stewart Sand & Material Co., 5801 Kansas Avenue, Kansas City, Kans. Gas

Service Co., 1960, 50,075 M c.f s.

Sunshine Biscuits, Ine., 801 Sunshine Road, Kansas City, Kans. Gas Service

Co., 1960, 173,130 M c.fs.

Swift & Co., Packers Station, Kansas City, Kans. Gas Service Co., 1960, 1,010,669

Mefs.

Tension Envelope Corp., 819 East 19th Street, Kansas City, Mo. Gas Service

Ca., 1960, 22,567 M c.{s. )

Town House Hotel, Seventh and State, Kansas City, Kans. Gas Service Co,,

1960, 33,908 M c.f.s.

Tranin Egg Products Co., 217 Oak Street, Kansas City, Mo. Gas Service Co.,

1060, 21,472 M c.f.s.

Trumbull Asphalt Co. of Delaware, 833 Armour Road, North Kansas City, Mo.

Gas Service Co., 1960, 257,504 M c.f 5.

TUnited States Cold Storage Corp., 500 East Third Street, Kansas City, Mo.

Gas Service Co., 1960, 13,377 M c.f.s.

United States Gypsum Co., 1115 Armour Road, North 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., Ine., 521 South Main, Hutchinson, Kans. Gas Service

Co., 1960, 35,545 M c.f.s. i
Associated Laundry Owners of Greater Kansas City, Hotel President, 14th and

Baltimore, Kansas City, Mo. (consisting of 200 members operating laundry

and drycleaning establishments).

The Cuarrman. Mr. Rogers.

Mr. Rocers of Texas. There is one question that has come to my
mind which is, probably, away from the primary problem here. In
the Topeka area—in that general area—do you have a great deal of
intrastate gas supply that you are using to meet your needs or the
needs of the space heaters, things of that kind? :

Mr. Sroan. There are a few. There are one or two sections that
just offhand I ecannot name—I can only think of one—there may be
other small ones—only one fairly major system, the Kansas Power &
Light, that has a division that furnishes gas that is wholly intrastate.
Most of the gas suppliers are interstate.

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

Mr. Svoan. The Hugoton field would be our source of supply.

Mr. RoGers of Texas. Do you not have the gas nearer than that,
though? ‘ ‘ .

Mr. Sroan. Not in our area. At one time in southern Kansas
there was a good supply of gas, but that is almost wholly exhausted.
There may be a few wells, but they are of no significance.

Mr. Rocers of Texas. Thank you very much.

The Cramyman. 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. McGrata. Mr. Hall is not here. I am Mr. McGrath, repre-
senting the National Coal Association. We would be happy to ascer-
tain his whereabouts.

The CuarMaN. Do you have any other witnesses?

Mr. Hagrris. I think that if Mr. Hall wishes to file a’statement for

the record he may have that permission. /
Mr. McGrara. Thank you very much, Mr. Chairman. I shall so

inform him.

The CammMAN. A letter has been submitted addressed to me from
the State Corporation Commission of Topeka, Kans., which will be
inserted into the record at this point.

(The document referred to follows:)

StaTE oF KANsas,
Srame CorroraTiON CoMMSSSION,
Topeka, February 13, 1962.
Hon. MorGaN MOULDER,
Chairman, Subcommittee on Communications and Power of House Inlerstate and
Foreign Commerce Committes, New House Office Building, Washington, D.C.

Dear Mr. Movnper: The State of Kansas Corporation Commission, a State
administrative agency, is charged by statute with the duty of regulating all public
utilities within the State. We understand that Senate bill 1595, which would
amend the Natural Gas Act and give the Federal Power Commission authority
to suspend changes in rates, charges and classifications, or services for the sale of
natural gas for resale for industrial use only, is now pending before the House
Subcommittee on Communications and Power, of which you are chairman. This
commission wholeheartedly supports such legislation.

As you are undoubtedly aware, at the present time whenever a rate increase is
filed with the Federal Power Commission by an interstate pipeline company, the
proposed increased rate becomes effective within 30 days after such filing for all
industrial consumers who purchase from an intermediate gas distributing eom-
pany. Subsequently, if the proposed pipeline company rate inerease is reduced
by the FPC, those payments made during this interim period by industrial users,
which exceed the new rate set by the FPC, are not subject to refund. Such
practice results in & windfall to the pipeline company because neither this com-
mission nor the Federal Power Commission has the authority to suspend or order
refund for these particular rates and sales.

It is our belief that since such sales are sales in interstate 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 subcommittee
and this commission is in unanimous support of this bill.

Yours very truly,
Ricuarp C. Byro,
Chairman.
ALviy F. GRAUERHOLZ,
Commissioner.
Harry G. WiLES,
Commaissioner.

The Cramman. We will now conclude the hearings on H.R. 6949 and
S. 1595,
(Whereupon, at 11 a.m., the subcommittee proceeded into execu-
tive session.)
(The following letters were received for the record:)
StaTe oF MICHIGAN,
PusrLic SErvicE COMMISSION,
Lansing, Mich., February 13, 1962.
CoxcGress oF THE UNITED STATES,
House oF REPRESENTATIVES,
CoMMITTEE ON INTERSTATE AND ForereN COMMERCE,
House Office Building, Washington, D.C.
Dear CrarrMay Harris: The Michigan Public Serviee Commission has
received notice of a public hearing to be held on February 14, 1962, before your
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committee regarding amendment of section 4(e) of the Federal Natural Gas Act
with respeet to the authority of the Federal Power Commission over industrial
gas sales.

At present the Natural Gas Act provides in section 4(e) that the Commission
may suspend filed increased rates not to exceed 5 months pending investigation
of same, and further that after the suspension period has elapsed the Commission
may require the filed rate to be collected under bond subjeect, to refund if same is
ultimately found to be unjust and unreasonable. Such authority to suspend
rates specifically does not extend to sale of natural gas for reseale to industrial
use only. Under present conditions, a pipeline may file and ecommence collection
of increased rates at any level it chooses. The Federal Power Commission may
investigate such rate under authority specified in section 5(a) of the act, and if
same is found unjust and unreasonable may reduce same. However, at present,
such rates ultimately found unjust and.unreasonable are not subject to refund
Also, nothing prevents the pipeline company, immediately after the Commission’s
order from again filing increased rates which may be unjust and unreasonable.

The Michigan Public Service Commission favors an amendment to section 4(e)
of the Natural Gas Aet providing for suspension of rates for gas for resale for
industrial use only, together with collection of same under bond subjeet to refund
pending determination of the justness and reasonableness thereof. The Michigan
Commission believes that such industrial customers should be afforded the same
protection as now applicable to other jurisdietional customers.

No gas is sold in Michigan for resale for industrial use only, and the Michigan
Commission is primarily concerned with correction of a situation it believes to be
objectionable in other States.

Yours very truly,
James H. Incuis, Chairman.

Law OrricEs,
GampreLL, Haruan, Russenn, Move & Ricuarpsoxs,
Atlanta, Ga., February 13, 1962.

In re 8. 1595 and H.R. 6949.

Hon. Morcax M. MouLbER,

Member of Congress, Chairman, Communications and Power Subcommillee aof Com-
millee on Inlerstate and Foreign Commerce, U.S. House of Representatives,
Washington, D.C.

Dear ConGreEssmMaN Mouvrper: Our firm is counsel for the Georgia Textile
Manufacturers Association, Ine., and the Georgia Industrial Gas Users Associa-
tion. The members of these two associations include most of the large industrial
users of natural gas in the State of Georgia, purchasing such gas at retail from
various distributors who purchase from Southern Natural Gas Co., South Georgia
Natural Gas Co., and Transcontinental Gas Pipeline Co.

The members of these associations strongly urge your subcommittee to recom-
mend adoption of the above identical bills, which propose to remove a diserim-
inatory proviso in section 4(e) of the Natural Gas Act.

Section 4(e) of the Natural Gas Act, as vou know, authorizes the Federal
Power Commission to suspend for 5 months rate increases proposed by the
natural gas companies subject to its jurisdiction. However, the proviso which
these bills would repeal removes from the FPC's power to suspend increases in
rates applicable to gas sold for industrial use only. The rank diserimination
which thus exists under the Natural Gas Act has never been justified, and its
removal was actually adopted by Congress in 1955 in the Harris bill which Presi-
dent Eisenhower subsequently vetoed for other reasons.

In the past 9 years the retail rates at which the members of these associations,
and other industrial users in Georgia, purchase their gas supply have been in-
creased approximately 70 percent. The diseriminatory proviso has cost them
hundreds of thousands of dollars in the several rate cases through which that
increase was accomplished and also substantially weakened their bargaining
position in the settlement conferences in those cases.

We feel sure that you ean understand the weakness of their position in a settle-
ment conference with the pipeline and other parties to the proceeding when they
already have to pay the full amount of the increase, without hope for refund.
while others have payment of any of the inereases postpouned for 5 months and then
pay the increase only subject to bond for refund of any amounts ruled excessive
by the Federal Power Commission. Our clients simply had to settle, even though
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the settlement might not have been the best which could have been worked out
under more favorable bargaining conditions.
We urge you and the members of your subcommittee, therefore, to recommend
passage of this remedial legislation.
Respectfully yours,
GamBreLL, Harvan, RusserLn, Moye & RicHARDSON,
By Turopore M. Forses, Jr.

Narionan Coar AssOCIATION,
Washington, D.C., February 14, 1962
Re: H.R. 6949 (Natural Gas Act amendments).
Hon. Orexy Harnis,
House of Representatives, Washington, D.C.

Dear Concressman Harris: We did not hear about the scheduled hearing
on H.R. 6949 until around 10 a.m. today which was the same hour that the
hearings were scheduled to commence. We telephoned your staff and they were
kind enough to schedule me as an emergency witness, but I was not able to get
there before the hearings were closed.

It is my understanding that we will be permitted to file a position paper on
this which will be included in the record of the proceedings. At the same time,
you may be interested in my letter of February 12, 1962, which was addressed
to Senator Magnuson in his capacity as chairman of the Senate Commerce
Committee, setting forth the coal position on 8. 2744, This measure was intro-
duced in the Senate on January 25 for the specific purpose of implementing the
legislative recommendations of the Federal Power J:ll'lllll'li.-&_-liljll which were sub-
mitted to the Congress on January 10,

I am calling your attention to this letter because the FPC recommendations
are ]n'fiilltilT to the }ll'llillj, on H.R. 6949 and any other h|-\r|m_‘~ you may
schedule in the future in connection with the proposals to amend the Natural
Gas Act. It would be my hope that this letter would serve as advance notice
of our interest in any such proceedings in the future and that we will be aceorded
the opportunity to appear and testify as our interests may appear.

I wish to again thank your staff for their courtesy in making a last-minute
scheduling of NCA in connection with the hearing on H.R. 6949. 1 am only
sorry that I was unable to gather up a few exhibits and papers in sufficient time
to arrive and respond when my name was called.

Cordially,
Rosert E. Lee HaLw,

Nationan Coarn AsSSoCIATION,
Washington, D.C., February 12, 1962,
Re coal position on 8. 2744, natural gas amendments.
Hon. WArrReN G. MAGNUSON,
Chairman, Senate Commerce Commillee,
Senate Office Building, Washinglon, D.C.

Dear Sexator Maenuson: On January : 19062, vou introduced a bill
(8. 2744) to amend the Natural Gas Act in accordance with the legislative recom-
mendations of the Federal Power Commission submitted to the Congress on
January 10, 1962. The National Coal Association, a trade organization repre-
senting about 70 percent of the total commercially produced and marketed coal
in the United States, has a vital interest in the legislation recommended by the
Federal Power Commission and reflected in the measure introduced by yourself.
We would, therefore, like to submit for your consideration our views on the
proy Is embraced in 8. 2744 and comment on some related matters in connection
therewith.

Before discussing the specifics of the bill, however, it might be well to point up
the nature of our interest in natural gas matters. Natural gas being an energy
fuel is sold in competition with coal in most, if not all, of the coal consuming areas
of the country. The inroads of natural gas on coal markets have had a serious
and adverse impaet on the coal industry, the men emploved in the mining of coal
and the coal hauling railroads which depend so much on revenues derived from
the transportation of coal. Significantly, the 1942 amendment to the Natural
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Gas Aect was in large measure brought about due to recognition by Congress that
rapid and uncontrolled expansion of natural gas service could have a deleterious
effect upon competing fuels and competitive methods of transportation and that
the Commission should be empowered to give consideration to sueh matters in
its administration of the act (Cf. S. Rept. 984, 77th Cong., 2d sess.; H. Rept. 1290
77th Cong., 2d sess.).

Sinece 1942, this association together with other related interests including the
United Mine Workers of America and Fuels Research Couneil, Ine., an organiza-
tion representing both coal producers and many of the principal railroads, has
actively participated in numerous proceedings before the Federal Power Com-
mission. Over this period of time we have become thoroughly familiar with the
various provisions of the act and it is upon 20 years of experience that the following
analysis of 8. 2744 relies.

The comments to follow will be directed to only those sections of the bill which
we feel are deserving of comment at this time. Those sections not covered by our
remarks propose amendments concerning which this association has no particular
feeling either for or against enactment,

SECTION I—DIRECT SALES FOR INDUSTRIAL UBE

This section of 8. 2744 which would amend sections 1 (b) and (¢) of the act should
be enacted and thus close a serious gap which now exists in the Commission’s
regulatory authority. There is no practical or logical reason for excluding direct
sales of gas for industrial use from FPC jurisdiction. As Chairman Swidler
pointed out to you in his letter transmitting the Commission’s recommendations
for amending the act and whieh are now embodied in 8. 2744, the Commission
would be better able to perform its duties and protect the public interest if it had
authority over direct sales. Unregulated industrial direct sales of gas by pipelines
alone constituted 14 percent of the total marketed production of natural gas in
1960. Without opportunity to control such sales, particularly as to price, the
Commission has thus been foreclosed from assuring that direct sales in all cases
carry their fair share of the costs of pipeline operations. Furthermore, as Chair-
man Swidler noted, putting direct sales of gas for industrial use under the juris-
dietion of FPC would eliminate the ineentive which now exists to divert gas to
inferior uses—uses, such as boiler fuel, for which a more abundant fuel, such as
coal, is equally suitable and available at reasonable cost. Enactment of this
legislation would thus permit the Commission to advance more effectively the
conservation principles endorsed by the Supreme Court in FPC v. Transcontinental
Gas Pipe Line Corp. (365 U.8.1, 5 L. Ed. 2d 377 (1961)). Important also is the
fact that the Commission’s ratemaking functions would become greatly simplified
and the time-consuming task of separating costs between jurisdictional and
nonjurisdictional service would be minimized. As the act now stands, the Com-
mission is authorized to regulate sales in interstate commeree for resale, but is
barred from full and complete regulation over sales of gas in interstate commerce
if the gas is to be consumed by the purchaser even though both categories of service
make substantial use of the same pipeline facilities. Complete and comprehensive
authority in the Commission is imperative if the Commission is to discharge prop-
erly its responsibllities under the act.

SECTION 2—REDEFINITIONS UNDER SECTION ZI.

The amendments proposed in this section of 8. 2744 are necessary and desirable
and would serve to implement, in part, some of the other changes recommended
by the Commission and embraced in S. 2744,

Section 2(a) of the bill would redefine *Natural Gas Company’’ so as to make
the definition conform to the change set forth in section 1; viz, bringing direet sales
of natural gas for industrial use within the ambit of the Commission’s authority.
The comments heretofore made in connection with section 1 of the bill, of course,
would apply here with equal force.

Section 2(b) of 8. 2744 would serve to correct a glaring deficiency in the act by
giving the Commission additional authority with respect to importation and
exportation of natural gas. Much confusion has arisen over the years as to the
extent of the Commission’s jurisdiction over companies exporting or importing
natural gas to or from a State adjacent to the international border. The amend-
ment to section 2(7) of the act would remove this doubt and would make clear
that all provisions of the act, including both sections 3 and 7, would apply to
such companies. (See, e.g., Re Montana Power Co., 11 FPC 1 (1952) and more par-
ticularly Commissioner Smith’s concurring opinion at p. 11.) Foreign natural
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gas from both Canada and Mexico is increasingly becoming a threat to domestic
fuel markets. As a matter of fact, Canadian gas has all but destroyed the Mon-
tana coal industry. Lack of authority in the FPC to exercise control over the
importer, in that case Montana Power Co., contributed to this undesirable situa-
tion. This association feels strongly that the loophole in the Commission’s
authority thwarts effective regulation and prevents the Commission from giving
adequate protection to citizens of this country.

SECTION 5—REVISION OF SECTION 3 DEALING WITH IMPORTATION AND EXPORTATION
OF NATURAL GAS

Section 3 of S. 2744 would streamline and make more workable the standard
which the Commission must follow in considering applications for import and
export permits. As section 3 now reads, the stnnd:ml is a negative one which
requires that the Commission shall issue a permit “unless, after opportunity for
hearing, it finds that the proposed exportation or importation will not be consistent
with the public interest.” lI'h('. amendment proposed by the Commission would
revise section 3 so that orders issued purusant thereto would be based upon
affirmative findings such as are now made under section 7 in certificate proceedings.
Moreover, unless section 3 is amended as proposed in 8. 2744, there would appear
to be two standards of proof under the act. Seetion 7 requires that an applicant
show that any proposed ‘‘operation, sale, service, construction, extension, or
acquisition * * * isor will be required by the present or future public convenience
and necessity.”’ The present section 3 standard, on the other hand, is entirely
different in that it imposes upon the Commission the duty to issue import and
export permits upon a finding that such issuance is not inconsistent with the
public interest. That the standards differ appears to find support in Pacific
Power and Light Co. v. FPC, 111 F. 2d 1014 (1940), where a standard in the
Federal Power Act similar to seetion 3 was in issue.

SECTION 5—VARIOUS AMENDMENTS TO SECTION 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 regulation of that segment of the gas
industry subject to FPC jurisdiction. However, we do not believe the Commis-
sion has been seriously hampered by the existing notice and hearing requirement
contained in 7(¢). This provision in fact has acted as a safeguard to the public
in assuring that all proposals which come before the Commission pursuant to
this section are properly noticed and an opportunity afforded all persons who
may be affected by the action taken by the Commission to be heard if eircum-
stances warrant intervention. While it would appear that the amendment
contained in section 5(b) of 8. 2744 would protect the interests of all persons who
may be affected by any order of the Commission in any proceeding before it,
there is still uncertainty as to whether all certificate applications will be noticed
or only those which the Commission or the staff conclude should be noticed.
If the former, then of course this association and others similarly situated would
be completely protected under the amendment as proposed; if the latter, then
the amendment would be completely objectionable. [Italic ours.]

The proposed new section (j) of S. 2744, which would give the Commission
authority to prescribe safety standards for natural gas companies is highly
desirable and in the public inferest. Most pipelines attempt to adhere to various
standards of safety in construction of facilities, but these standards are neither
uniform nor are they in all cases adequate. Some States have fairly rigid safety
regulations while other States have none at all. Consistency, as well as the
dictates of public safety, requires that the Commission be entrusted with the
establishment and enforcement of sound safety regulations.

SECTION T—BROADENED INVESTIGATORY AUTHORITY

8. 2744 would amend section 14 of the act so as to enlarge the Commission’s
investigatory powers and enable it to compile badly needed statistics and reports
on all phases of the natural gas industry. With such authority vested in the
Commission, the Congress, the Commission, the gas industry, the gas consumers,
and the public generally would be better informed and in a position to evaluate
on a national scale gas reserves, potential demand, rates to consumers and other
data of like importance. Unfortunately, the Commission is without authority to
make comprehensive studies of the entire gas industry and is thus hampered in
effectively informing the public and in keeping itself informed on the vital statis-
ties necessary to orderly regulation.
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The need for such authority is so patent that further elaboration here would
be superfluous.

In summary, this association supports the provisions of 8. 2744. However,
the bill falls short in meeting some of the deficiencies in the present act which
we believe militate against effective regulation. For example, the Commission’s
ratemaking powers as set forth in sections 4 and <} of the act should be amended
s0 as to make clear the scope of the Commission’s power in fixing rates. The
Commission at this time has authority to review and when necessary order ad-
justments in rates, but it is puwerle-« to order an increase (particularly unreason-
ably low industrial rates) in rates above those filed by the Natural Gas Co.
Thus limited, the Commission is compelled to approve, in many instances, low
industrial rates for boiler fuel and other inferior uses of gas. As the Chairman
well knows, natural gas is a valuable and exhaustible natural resource which is
limited in supply. One of the important responsibilities of the Commission, as
the Supreme Court held in the Transco case (supra), is to apply sound measures
of conservation wherever .tppruprmtt- But because of a ruling of the Supreme
Court in the Hope case (FPC v. Hope Nalural Gas Co., 320 U.8. 591 (1944)) that
the Commission cannot consider conservation in the establishment of a pipeline
rate, there has been confusion and doubt over the extent of FPC authority to
fix rates which would tend to discourage sales of gas for inferior purposes. This
is inconsistent with the later Supreme Court view (7Transco case) that the Com-
mission has definite conservation responsibility. It would seem entirely appro-
priate therefore that consideration be given by the Congress to amendments
which would remove the ambiguities in the Commission’s conservation authority.

It would also seem highly desirable that Congress give consideration to inserting
language in the act which would establish a policy of favoring maximum utilization
and development  of underground gas storage so as to ereate an incentive for
its pursuit by pipeline companies. Such an amendment would serve the public
interest well and would encourage conservation of the diminishing supplies of
natural 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 that it will continue to foster this concept of efficient pipeline
operation. Nevertheless, a congressional mandate reflected in the act would
greatly streghten the Commission’s hand in these respects.

Should you desire, we would be pleased to consult with our committee stafl
for further explanation of our position or submit recommendations on specific
statutory language to carry out the suggestions set forth above. In the event
that publie hearings are scheduled, we respectfully ask for the right to appear and
present witnesses in support of the views herein expressed.

Respectfully submitted.

Rosert E. LEE HaLL,
Vice Prestdent.
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