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PUBLIC WORKS APPROPRIATIONS FOR FISCAL
YEAR 1975

MONDAY, APRIL 8, 1974

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,

Washington, D.C.
The subcommittee met at 2:30 p.m. in room S-126, the Capitol,

Hon. John C. Stennis (chairman) presiding.
Present: Senator Stennis.

TENNESSEE VALLEY AUTHORITY

STATEMENT OF AUBREY J. WAGNER, CHAIRMAN

ACCOMPANIED BY:
DON McBRIDE, DIRECTOR
WILLIAM L. JENKINS, DIRECTOR
LYNN SEEBER, GENERAL MANAGER
JOHN S. BARRON, ASSISTANT TO THE GENERAL MANAGER,
PLANNING AND BUDGET

LAWRENCE L. CALVERT, WASHINGTON REPRESENTATIVE
LEON EDWARD ELLIS, CHIEF, BUDGET STAFF
ROBERT H. MARQUIS, GENERAL COUNSEL
LEWIS B. NELSON, MANAGER OF AGRICULTURAL AND CHEMI-
CAL DEVELOPMENT

JAMES E. WATSON, MANAGER OF POWER
JAMES L. WILLIAMS, JR., DIRECTOR OF PURCHASING

PREPARED STATEMENT OF SENATOR STENNIS

Senator STENNIS. All right gentlemen, we will get down to business.
You already know that you have a special welcome from me, and we
will take up today tthe request of two important agencies funded
in the Public Works—AEC Appropriations Bill.

Beginning with the Tennessee Valley Authority, we are pleased and
happy to welcome you to the subcommittee once again. Before pro-
ceeding now with Chairman Wagner's statement, I have a very brief
statement that I want to make here regarding TVA and its work, but I
will be quite brief on that, gentlemen.

CURRENT TVA PROGRAMS

Nearly 41 years ago, the Congress launched a unique demonstra-
tion in the seven States of the Tennessee Valley region. The creation

(3597)
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of the Tennessee Valley Authority took as its basic premise the idea
that all resources should be regarded, not as separate and competing
entities, but as totally interrelated parts of nature—of the total
environment. Today, as this nation faces up to a crisis over energy
supply, to a host of environmental and economic concerns, it is
important to keep in mind this basic idea embodied in the TVA. For
only in taking a broad, balanced approach to our problems can we
hope to find workable and lasting solutions.
We welcome you gentlemen to pursue this thought as we dis-

cuss TVA's programs with you today. Indeed, since I was unable to
be with you last year, it is something of a double delight to have this
opportunity to discuss the broad range of activities you are carrying
on, both in promoting the economic vitality of the region and in
preserving the rich quality of the total environment.
For example, I note that the amount of commerce moving on the

Tennessee waterway continues to set new records yearly and that the
Yellow Creek port has moved to the point where it can soon be con-
tributing jobs and increased incomes to the people of the region.
I see where your flood control operations over the past 2 years have

prevented damages of some $630 million—more than twice the original
cost of all TVA flood control facilities plus the cost of operating and
maintaining these facilities over the years.
I note that your research and development work on new fertilizers

is continuing. One of the critical problems facing our country today
is the shortage of fertilizers and the effects of that shortage on Amer-
ican agricultural production. It is of utmost importance that full
support be given to strengthening national fertilizer research and
development to help overcome this problem.
Your budget proposal also shows that TVA is continuing to work

with the people of the region in plans for new communities and the
revitalization of existing ones. It shows that over 20,000 junk cars
have been collected and disposed of in the Tennessee Valley alone
under a program you began a few years ago. You report that thou-
sands of young people each year are learning about nature first hand
in the special education program you have in the Land Between the
Lakes area. I have always emphasized the importance of getting our
young people out to such areas as this one.
I also am told that you are continuing the largest power construc-

tion program in TVA's history and, at the same time, that you are
spending around $150 million a year in meeting the need for pollution
control on your powerplants.
I don't mean to belabor the point, but it seems to me that these

are examples of the kind of- balanced, across-the-board approach I
mentioned a few moments ago. Over the years, the Tennessee Valley
has become something of a national laboratory, identifying and demon-
strating solutions to new and changing problems.
Now, at the time when the Nation is faced with growing problems

of getting the fuels to meet its energy requirements, when the necessity
of meeting both economic and environmental need is greater than ever
before, we look to you gentlemen to keep that pioneering, problem-
solving heritage of the Tennessee Valley on course. It is in this spirit
that we give you a special welcome here today.
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TVA AREA SERVED

Now, long before I ever came to this Senate, I knew about the
TVA. I was judge there in east Mississippi, which included several
counties of the TVA area and my home county is the southernmost
county in the TVA area.
And, because of that, I get a good deal of flack from some other

counties down there, you see, but we are very happy to be in the area
and I really wish more counties of the State were in the area, but, at
the same time, as you recall, we settled a lot of matters here when we
settled the matter about financing and had an agreement about the
area.
I have been pleased, of course, as a member of this subcommittee,

to know more in detail about the work you are doing. I have, for a
long time, known two of you personally and want to get better
acquainted with your other members.
You are carrying on a lot of important experimental work. You are

continuing the fertilizer experimental work, to a degree?
Mr. WAGNER. Yes, sir, very much.
Senator STENNIS. Yes; I remember a good deal when that first

shovel of dirt turned down there was to make fertilizer.
Mr. WAGNER. IS that right?
Senator STENNIS. Yes. But, really, looking to the first one was

ammunition, of course, World War I, but before they really made
any headway, as you recall—I will state this for the record, you
already know it, you gentlemen do, you went on into this fertilizer
business and I remember the Henry Ford bid, too, for the whole works.
Mr. WAGNER. Yes, sir.
Senator STENNIS. We will be glad to hear you know, Chairman

Wagner.
We have a lot of witnesses on this bill and I believe all of the others

have put their statement in the record, and then for additional
emphasis, they have outlined the points that they thought were more
important.

Will it suit you all right to follow that procedure?
Mr. WAGNER. I Will be happy to do that.

PREPARED STATEMENT

Senator STENNIS. I think it really a more effective way to testify.
All right, without objection, all of the statement will go in the record.
[The statement follows
We welcome this opportunity to come before you again and to tell this Com-

mittee something of what TVA is doing and would like to do in the future.
The Tennessee Valley region demonstrates that people can improve their

economic situation and their environment concurrently. No where else in the

(
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Nation has the life style of so many people changed more in so short a time and
with minimal adverse effect on the quality of the natural environment. Forty
years ago the Tennessee Valley region was predominantly agricultural. Now it is
predominantly manufacturing and commercial. For the first time on record, new
industrial projects announced in 1973 for the Tennessee Valley region represented
an estimated investment of approximately a billion dollars.

Other changes are evident. Green pastures and forests have largely replaced
eroded fields. Fewer people are on farms and they are making better livings. The
forest resource has grown in quality and quantity and the forests themselves
remain, not destroyed by the forest industry they support. Floods have been
controlled, and the developed river system carries commerce and generates power.
Industrial development along the reservoir shoreline has spurred the regional
economy. Investments in industrial facilities along the Tennessee River waterway
also set a record in 1973, with $329 million invested in plants and terminal facilities.
At the same time, the water in the Tennessee River is of higher quality than it was
in 1933. Streams and lakes attract thousands of recreationists. A plentiful supply
of electric energy has made a major contribution to better jobs and better living.

These and other factors have created a new spirit of progress and optimism in
the region. The once serious outmigration to northern industrial centers has all
but halted. There are jobs and good living for people in the Valley. There are
reasons, both economic and environmental, for them to stay.
With all its change, the Valley still displays its essentially rural charm. In-

dustrial growth has taken place primarily in the rural areas. Smaller towns and
villages have greatly benefited from the location of industries in and near them.
People in the Valley can to a very great extent live and work in the country
without sacrificing the benefits of industrial wages or urban amenities.
TVA and Valley institutions and agencies are working together to build new

communities and to upgrade existing small towns. Our 1975 budget program
contains estimates for continued planning of a new community on the Tellico
reservoir. Called Timberlake, this community is being planned to offer an inte-
grated ideal living, working, and recreation environment in an area that is now
fields and forests. Funds are also in the budget for continuation of plans for an
interrelated system of existing communities and new rural village clusters on the
lower end of the Elk River in Tennessee and Alabama. This will show a rational
use of rural land, affording a full range of living conditions in a healthy environ-
mental setting.
We will -continue to be a leader in fertilizer development and in cooperative

programs of fertilizer introduction and use. Fertilizer is the key to food and fiber
abundance in a crowded, hungry world. At TVA's National Fertilizer Develop-
ment Center at Muscle Shoals and at state university agricultural experiment
stations and on farms across the Nation, we are working to discover and demon-
strate tomorrow's fertilizer, the kind that will improve the efficiency of farm
production and will pose no threat to the environment. Urea ammonium phosphate
and sulfur-coated urea are such fertilizers, and they are about ready for widespread
introduction and demonstration.

As a regional resource development agency, TVA is interested in a quality
environment. Our task is to see in its totality what one of my first predecessors
on the TVA Board, Dr. Harcourt Morgan, called "the seamless web." To use a
modern vernacular, TVA has the job of "getting it all together." We are concerned
for water and air, fish tind fowl, stream and lake, trees and fields, and energy and
the economy. But primarily we are concerned with the people in the region and
their total environment. We want a quality environment and a prosperous people.
We hope that environmental legislation will be interperted in a balanced manner
which will promote rather than dclay the achievement of this regional goal.
To reach this goal will require dependable funding. This doesn't mean unlimited

spending, but rather the continued availability of financing at reasonable levels
so that projects once undertaken can proceed on an efficient schedule.

APPROPRIATION REQUEST

Our appropriation request for fiscal year 1975 is $74,600,000. This is one of the
larger requests in recent years in terms of new money, but total obligations in
1975 will not be significantly above what is now estimated for the current budget
year. For the past few years we have brought forward sizable unobligated balances,
accumulated as a result of construction delays. We expect to use some $70,200,000
in 1974. And, if inflation is taken into account, the 1975 request will buy about
the same program as the 1974 budget.
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The 1975 budget program does not provide for any new construction starts
financed from appropriated funds. Our primary emphasis in 1975 and in the
years immediately following will be to push to completion those projects that have
been under way a long time.
We have some overdue projects now under construction. Completing them

expeditiously will save money in a time of rising construction" costs. It will give
effect to project benefits too long deferred. It will enable TVA to meet its obliga-
tions to state and local agencies and bodies who are anxious to cooperate with us
and who have been and are waiting for us to do our part. They are ready to or
have already undertaken their share of these regional cooperative projects.
I would like to tell you a little about some of these projects.
Tellico dam and reservoir, a multipurpose project on a principal tributary of the

Tennessee River in east Tennessee, has been under construction since 1967. The
dam was then scheduled for closure in April 1970. A suit involving the National
Environmental Policy Act has kept the Tellico project a subject of litigation for
several years. Last year at the time we appeared before this Subcommittee, con-
struction was enjoined. The injunction has been lifted and a District Federal
Court and an Appeals Court have found in favor of TVA. Given the level of
funding we project for 1975 and 1976, we expect to close Tellico Dam in the
winter of 1976-1977, late by almost seven years. When completed the Tellico
project will add an average of 200 million kWh of clean electric energy annually to
TVA's output. It will add 126,000 acre-feet of flood storage to the system, affording
much needed flood protection to Chattanooga, Tennessee, and extend navigation
some 30 miles up the Little Tennessee River, opening an underused area to in-
dustrial, residential, and recreational development.

Construction of the Duck River project began in June 1972. The project will
provide 340,000 acre-feet of flood control storage, a reliable water supply on which
future economic development largely depends, and a variety of recretaional and
economic opportunities. The people of the area are organized and are performing
the non-Federal share of the cooperative project. They have pledged to repay
$16.2 million of the projects cost attributable to area water supply benefits and
have already paid into a trust fund some $436,000 to amortize that indebtedness.
They are obligated to work with the private sector to obtain investments of $50
million in industrial and recreational developments, improved governmental
services, and similar activities which will assure the realization of project benefits.
The project is also the subject of litigation under NEPA. A Federal Court en-
joined further construction of the project as of March 30, 1974, because of certain
inadequacies in TVA's environmental statement, but on April 1 stayed the in-
junction until May 4 to give TVA an opportunity to comply fully with NEPA.

Construction of the Bear Creek multipurpose water control system in north-
west Alabama has been under way since 1967. One dam of four has been put in
operation and channel improvement has been completed, affording some benefit
for flood control and recreation. Our present schedule projects completion of the
whole job by the summer of 1978. The project will provide flood control, water
supply, recreational opportunities, and area economic benefits.
Our appropriation-financed operating programs will require $35,200,000 in

1975. We will continue to push forward in our regional demonstration programs
to help local people and agencies make maximum use of the region's resources.
Our goal now as it has been for forty years is to instill in the region the concept
of "a quality life in a quality environment."

TVA POWER PROGRAM

Although the TVA power program is not financed by appropriations, I would
like to discuss it briefly in the light of the present national and world energy
situation.
On balance, TVA as a producer of electric power is in a better situation to meet

the problems of a deep and pervasive energy problem than are many utilities in
the United States. About 80 percent of our system production comes from coal
and about 20 percent from hydroelectric plants. We have only about a million
kilowatts of capacity in oil-fired turbine units and this is for peaking purposes.
Consequently, oil and natural gas shortages and prices have not directly and
immediately affected our system's dependability or operating cost. We do have
some real problems with coal.

Half of TVA's total system operating cost at present is represented by the cost
of coal. Despite efforts on our part to encourage restraint, we have seen the price
of coal advance by jolting increments, urged upward by a number of factors,
including general inflationary pressures and increasing demand.
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Coal burned in TVA steam plants which cost an average of $4.51 a ton in 1969
now averages about $9.00 a ton. As we use up deliveries under old contracts the
rate per ton goes up with the rising price of new purchases. We understand that
some of our neighboring utilities have contracted for low sulphur coal at costs as
high as $30.00 a ton. Just last week TVA paid more than $13.00 a ton for re-
placement coal, which means that before long the average rate per ton burned will
increase. Expressed another way, each dollar increase in coal price adds over $40
million a year to TVA's annual coal bill and to the consumer's electric bill.
Beyond the matter of price but not unrelated is the matter of supply. Getting

new contracts to replace those expiring is difficult. Very few new mines are being
opened at the present, but there are many new customers. Some former users of
natural gas and oil are turning to coal. Last year national coal production dropped
slightly. Demand grew by about 10 percent. Demand has outrun production and
the result is showing up in higher prices for new purchases.

Other costs are rising. Increasing costs of materials, equipment, and wages are
reflected in greater project costs. Despite rate increases, the unit price of elec-
tricity to the consumer is still low in the Valley, averaging about 13 cents a kilo-
watt hour in 1974. Ten years ago the rate averaged a little less than a cent. The
current average rate per kWh is about the same as it was 20 years ago. I know of no
other consumer item that has done so well in the face of inflationary pressures.

Total cost of environmental quality controls for projects now in operation or
under construction can hardly be measured at this time. Under some inter-
pretations of the Clean Air Act, SO2 control could cost a billion dollars for a system
that might not even work. TVA has a much less expensive way to meet ambient air
quality standards which we believe is a better solution than chemical scrubbers.

Basic to the solution of energy and environmental problems is a vigorous pro-
gram of research and development. TVA and the Department of Interior's Office
of Coal Research are cooperating in a project to produce a clean fuel gas from coal
for producing electric power. We would design, install, and test two or more
large coal gasifiers with desulfurization systems at a TVA power plant in an effort
to solve engineering and environmental problems associated with industrial use of
high-sulfur coals.
We will continue to investigate the possibilities of using municipal wastes as a

fuel for large steam-electric plants, using TVA's Allen Steam Plant at Memphis for
prototype tests.

Research and development in support of the liquid metal fast breeder reactor
will continue. This is a joint project, involving the AEC, the electric utility
industry, and TVA as a part of that industrial group.

Despite the problems which confront the entire energy industry, TVA will
continue to meet the power demand of the region and we will do so efficiently.

This completes my statement but we will be glad to present our 1975 budget
program in such detail as the Committee may wish.

JUSTIFICATION

Senator STENNIS. Your fiscal year 1975 budget justification will be
placed in the record at this point.
[The justification follows]
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5

1,
29
7,
00
0

1,
29
7,
00
0

To
ta
l 
ex
pe
ns
e 
o
f
 f
lo
od
 c
on
tr
ol
 o
pe
ra
ti
on
s 
 

5,
10
3,
29
4

5,
18
6,
00
0

4,
85
4,
00
0

1.
 
Th
es
e 
ar
e 
ma
in
ly
 c
ha
rg
es
 t
o 
op
er
at
in
g 
ex
pe
ns
es
 o
f 
wr
it
eo
ff
s 
of
 f
lo

od
 p
ro
te
ct
io
n 
st
ud
ie
s 
an
d 
in
ve
st
ig
at
io
ns

at
 p
ro

je
ct

s 
wh
ic
h 
ha
ve
 b
ee
n 
ab
an
do
ne
d.
 L
ik

e 
de
pr
ec
ia
ti
on
 t
he
y 
re
qu
ir
e 
n
o
 f
in

an
ci

ng
 a
nd
 a
re
 i
nc
lu
de
d 
he

re
 i
n 
th
e

in
te
re
st
 o
f
 c
om
pl
et
en
es
s 
of
 r
ep
or
ti
ng
.



R
E
G
I
O
N
A
L
 W
A
T
E
R
 Q
U
A
L
I
T
Y
 M
A
N
A
G
E
M
E
N
T

1
9
7
3
 a
ct

ua
l

1
9
7
4
 e
st

im
at

e
1
9
7
5
 e
st

im
at

e

•

$1
,5

29
,1

51
1,
45
6,
00
0

1,
35
5,
00
0

T
V
A
 
wa

te
r 

qu
al
it
y 
m
a
n
a
g
e
m
e
n
t
 a

ct
iv
it
ie
s 
ha
ve
 a

s 
th

ei
r 

ob
je
ct
iv
e 
th
e 

ma
in
te
na
nc
e 
of
 s
ur
fa
ce
 a
nd
 g
ro
un
dw
at
er

su
ff

ic
ie

nt
 t
o 
pe
rm
it
 t
he

ir
 o
p
t
i
m
u
m
 d
ev

el
op

me
nt

 f
or

—m
un

ic
ip

al
, 
in

du
st

ri
al

, 
an
d 

ag
ri
cu
lt
ur
al
 w
at
er
 s
up
pl
ie
s;

—
pr

op
ag

at
io

n 
o
f
 f
is

h 
an

d 
wi
ld
li
fe
;

—
wa
te
r-
co
nt
ac
t 
re
cr
ea
ti
on
; 
an
d

CA
D

C:
7)

—a
es
th
et
ic
 s
at

is
fa

ct
io

n.
 

ca co

T
o
 a
ch
ie
ve
 t

he
se

 o
bj

ec
ti

ve
s 
T
V
A
 w
or

ks
 w
it
h 

st
at
e 
an

d 
lo
ca
l 
go
ve
rn
me
nt
s,
 i
nd
us
tr
ie
s,
 F
ed
er
al
 a
ge
nc
ie
s,
 a
nd
 p
ri
va
te

ci
ti
ze
ns
 t
o 
pr

ot
ec

t 
an
d 
en
ha
nc
e 
th

e 
wa
te
r 
qu
al
it
y 
of
 t
he

 V
al
le
y.

F
u
n
d
s
 f
or
 w
at
er
 q
ua
li
ty
 m
a
n
a
g
e
m
e
n
t
 a
re
 a
ll
oc
at
ed
 a
s 
fo

ll
ow

s:

1
9
7
3

Ac
tu
al
 

1
9
7
4
 

1
9
7
5

(
R
o
u
n
d
e
d
) 

Es
ti
ma
te
 

Es
ti
ma
te

Wa
te
r 
qu
al
it
y 
pl
an
ni
ng
 

$2
72
,0
00

$7
7,
00
0

$7
7,
00
0

Wa
te
r 
qu
al
it
y 
in
ve
nt
or
y 
 

25
8,
00
0

80
3,
00

0
71

8,
00

0

Po
ll
ut
io
n 
ab

at
em

en
t 

ac
ti
vi
ti
es
 
 

54
3,
00
0

17
3,

00
0

17
3,
00
0

Sp
ec
ia
l 
st
ud
ie
s 
an

d 
de
mo
ns
tr
at
io
n 

pr
oj

ec
ts

  
45

6,
00

0
40

3,
00

0
38
7,
00
0

To
ta
l 
 

1,
52
9,
00
0

1,
45
6,
00
0

1,
35
5,
00
0

e



T
V
A
'
s
 r
eg
io
na
l 
wa
te
r 
qu
al
it
y 
m
a
n
a
g
e
m
e
n
t
 p
ro
gr
am
 m
a
y
 b
e 
di
vi
de
d 
in
to
 f
ou
r 
pr
in
ci
pa
l 
ar
ea
s 
of
 a
ct
iv
it
y.
 T
h
e
 f
ir
st
 i
s

wa
te
r 

qu
al
it
y 

pl
an
ni
ng
. 
A
 
co
mp
re
he
ns
iv
e 

re
po
rt
 o
n
 t

he
 w

at
er
 q
ua
li
ty
 s

it
ua
ti
on
 t
hr
ou
gh
ou
t 
th
e 

Va
ll
ey
 h
as
 b
ee
n 

pr
ep
ar
ed
 t

o
as
si
st
 
Va
ll
ey
 s

ta
te
s 

in
 p

re
pa
ri
ng
 d

et
ai
le
d 

wa
te
r 

qu
al
it
y 
m
a
n
a
g
e
m
e
n
t
 p
la
ns
 f
or
 e
ac
h 

ma
jo
r 
su
bb
as
in
 i

n 
th
e 

Va
ll
ey
 a
nd
 f
or
 t
he

ma
in
 s

te
m 

of
 t
he
 T
en
ne
ss
ee
 R

iv
er
. 
Th
es
e 

ba
si
n 

pl
an
s 
ar
e 
re
qu
ir
ed
 o
f 
th
e 

st
at
es
 b
y 

th
e 

Fe
de
ra
l 
Wa
te
r 

Po
ll
ut
io
n 
Co
nt
ro
l 
Ac
t

A
m
e
n
d
m
e
n
t
s
 o
f 
19
72
. 
T
V
A
 a
ss
is
ts
 t
he
 s
ta
te
s 
by
 p
ro
vi
di
ng
 t
ec
hn
ic
al
 i
np
ut
 t
o 
th
ei
r 
pl
an
s 
wh
ic
h 

va
ri
es
 a
cc
or
di
ng
 t
o 
th
e 
ne
ed
s 
of

th
e 

in
di
vi
du
al
 s

ta
te
s.
 W
h
e
n
 c
om
pl
et
ed
, 
ea
ch
 s
ub
ba
si
n 
pl
an
 w

il
l (
1
)
 p
ro
je
ct
 d
om
es
ti
c 
an
d 

in
du
st
ri
al
 w
as
te
 l
oa
ds
, 
st
re
am
 r
ea
ch
 b
y

st
re
am
 
re
ac
h,
 t
o 

at
 l

ea
st
 t

he
 
ye
ar
 2
0
0
0
 b
y 

1
0-
ye
ar
 i

nc
re
me
nt
s;
 (
2
)
 e
va
lu
at
e 
wa
te
r 

qu
al
it
y 
co
nd
it
io
ns
, 
re
ac
h 
by
 r

ea
ch
, 
th
at

wo
ul
d 

no
rm
al
ly
 
be
 e
xp
ec
te
d 

to
 e

xi
st
 d
ur
in
g 

th
es
e 
ti
me
 p

er
io
ds
; (
3
)
 s
pe
ci
fy
 d
eg
re
e 
of
 w
as
te
 t
re
at
me
nt
 r
eq
ui
re
d 

to
 a
ll
ow
 f

or
gr
ow
th
 
an
d 

ye
t 

me
et
 
st
at
e 

an
d 

Fe
de
ra
l 

st
an
da
rd
s;
 (
4
)
 r
e
c
o
m
m
e
n
d
 
ot
he
r 

me
an
s 

of
 a

ch
ie
vi
ng
 
ac
ce
pt
ab
le
 
wa
te
r 

qu
al
it
y

co
nd
it
io
ns
; 
an
d 
(
5
)
 i
nc
lu
de
 a

 
pl
an
 
of
 i
mp
le
me
nt
at
io
n 

fo
r 

se
cu
ri
ng
 
ne
ed
ed
 
po
ll
ut
io
n 
ab
at
em
en
t.
 D
ur
in
g 

19
73
, 
co
ns
id
er
ab
le

wa
te
r 

qu
al
it
y 
da
ta
, 
hy
dr
ol
og
ic
 d
at
a,
 a
nd
 d

ir
ec
t 

st
af
f 
as
si
st
an
ce
 i
n 
de
te
rm
in
in
g 
st
re
am
 a

ss
im
il
at
iv
e 
ca
pa
ci
ti
es
 w
as
 p
ro
vi
de
d 

th
e

St
at
e 
of
 T
en
ne
ss
ee
 f

or
 
us
e 

in
 
pr
ep
ar
in
g 

ba
si
n 

pl
an
s 
fo
r 
th
e 
El
k 

Ri
ve
r 
an
d 
D
u
c
k
 R

iv
er
 b

as
in
s.
 T
ec
hn
ic
al
 a
ss
is
ta
nc
e 
wa
s 

al
so

pr
ov
id
ed
 
Al
ab
am
a 

in
 p

re
pa
ra
ti
on
 o
f
 t
he
 T
en
ne
ss
ee
 R

iv
er
 b
as
in
 p

la
n 
fo
r 
no
rt
h 
Al
ab
am
a.
 I
n 
1
9
7
4
 a
nd
 1
97
5 
T
V
A
 a
ss
is
ta
nc
e 
to

th
e 

Va
ll
ey
 s

ta
te
s 

wi
ll
 b
e 

li
mi
te
d 

to
 p

ro
vi
di
ng
 w

at
er
 q
ua
li
ty
 a
nd
 h
yd
ro
lo
gi
c 
da
ta
 a
nd
 r
ev
ie
wi
ng
 a
nd
 c
om
me
nt
in
g 
o
n
 d
ra
ft
 b
as
in

pl
an
s 
pr
ep
ar
ed
 b
y 

th
e 
st
at
es
.

T
h
e
 s
ec
on
d 
el
em
en
t 
o
f
 w
at
er
 q
ua
li
ty
 -
ma
na
ge
me
nt
 i
s 
wa
te
r 
qu
al
it
y 
in
ve
nt
or
y.
 T
hi
s 

is
 a
n 
in
ve
nt
or
y 
of
 w
at
er
 q
ua
li
ty

co
nd
it
io
ns
 b
as
ed
 o
n
 m

on
it
or
in
g 
wa
te
r 
qu
al
it
y,
 e
it
he
r 

pe
ri
od
ic
al
ly
 o
r 
co
nt
in
uo
us
ly
. 
T
h
e
 o
bj
ec
ti
ve
 i

s 
to
 m

ai
nt
ai
n 
an
 u
p-
to
-d
at
e

in
ve
nt
or
y 
o
f
 w
at
er
 q
ua
li
ty
 c
on
di
ti
on
s 
th
at
 w
il
l 
ad
eq
ua
te
ly
 m
ee
t 
th
e 
ne
ed
s 
of
 T
V
A
,
 E
P
A
,
 st

at
e 
an
d 

lo
ca
l 
go
ve
rn
me
nt
al
 a
ge
nc
ie
s,

in
du
st
ri
es
, 
an
d 

th
e 

ge
ne
ra
l 

pu
bl
ic
. 
In
 1
9
7
3
 a
 w
at
er
 q
ua
li
ty
 m
on
it
or
in
g 
ne
tw
or
k 
wa
s 
de
ve
lo
pe
d 
th
at
 i
nc
lu
de
s 
ab
ou
t 
4
4
 s
am
pl
in
g

st
at
io
ns
 a
t 
"
k
e
y
"
 l
oc
at
io
ns
 i
n 
th
e 

Va
ll
ey
. 
Th
is
 n
et
wo
rk
 i

s 
ba
si
ca
ll
y 
th
e 

ex
is
ti
ng
 t
em
pe
ra
tu
re
 a
nd
 d
is
so
lv
ed
 o
xy
ge
n 
mo
ni
to
ri
ng

ne
tw
or
k 
ex
pa
nd
ed
 t

o 
in
cl
ud
e 
ad
di
ti
on
al
 w
at
er
 q
ua
li
ty
 m
ea
su
re
s 
an
d 

ad
di
ti
on
al
 s
ta
ti
on
s.
 T
hi
s 
ac
ti
vi
ty
 w

il
l 
be
 f
ul
ly
 i
mp
le
me
nt
ed

in
 
1
9
7
4
 a

nd
 
19
75
. 

De
ta
il
ed
 
wa
te
r 

qu
al
it
y 

st
ud
ie
s 
we
re
 c

ar
ri
ed
 
ou
t 

in
 
1
9
7
3
 o
n
 o

ne
 
ma
in
st
re
am
 
re
se
rv
oi
r 
an
d 
on
e 

ma
jo
r

su
bb
as
in
. 
In
 
1
9
7
4
 a
nd
 1
97
5 
th
es
e 
mo
ni
to
ri
ng
 p
ro
gr
am
s 

wi
ll
 b
e 
in
cr
ea
se
d 
in
 p
la
nn
ed
 s
ta
ge
s 
to
 p
ro
vi
de
 a
dd
it
io
na
l 
ae
ri
al
 c
ov
er
ag
e

an
d 

to
 p

ro
vi
de
 s

ig
ni
fi
ca
nt
 a
dd
it
io
na
l 
pa
ra
me
te
r 
co
ve
ra
ge
. 
As
si
st
an
ce
 w
il
l 
co
nt
in
ue
 t
o 
be
 g
iv
en
 t
o 
th
e 
En
vi
ro
nm
en
ta
l 
Pr
ot
ec
ti
on

Ag
en
cy
 i

n 
th
e 

op
er
at
io
n 
of
 i
ts
 n

at
io
na
l 
mo
ni
to
ri
ng
 s
ys
te
m 
an
d 

al
l 
da
ta
 o
bt
ai
ne
d 

wi
ll
 b
e 
m
a
d
e
 a
va
il
ab
le
 t
o 
Fe
de
ra
l,
 s
ta
te
, 
an
d

lo
ca
l 
ag
en
ci
es
. T
h
e
 t

hi
rd
 f
ea
tu
A 

is
 p
ol
lu
ti
on
 a
ba
te
me
nt
 a

ct
iv
it
ie
s.
 I

n 
th
e 

pa
st
, 
T
V
A
'
s
 p
ol
lu
ti
on
 a
ba
te
me
nt
 a
ct
iv
it
ie
s 
in
cl
ud
ed
 (
1
)

de
ta
il
ed
 e

ng
in
ee
ri
ng
 r
ev
ie
w 
of
 p
la
ns
 t
o 
de
te
rm
in
e 
ad
eq
ua
cy
 o
f 
wa
te
r 

po
ll
ut
io
n 
ab
at
em
en
t 
me
as
ur
es
 a
t 
n
e
w
 i
ns
ta
ll
at
io
ns
 w
he
re

Se
ct
io
n 

26
a 

pe
rm
it
 
or
 
T
V
A
 
la
nd
 
ri
gh
ts
 a

re
 i

nv
ol
ve
d;
 (
2
)
 b
io
lo
gi
ca
l 
an
d 

wa
te
r 

qu
al
it
y 

su
rv
ey
s 

in
 t

he
 
vi
ci
ni
ty
 o
f 

ex
is
ti
ng

in
du
st
ri
es
, 

mu
ni
ci
pa
li
ti
es
, 
et
c.
, 
th
at
 a

re
 s

ou
rc
es
 o
f 

si
gn
if
ic
an
t 

po
ll
ut
io
n 

in
 t

he
 
Va
ll
ey
; 
an
d 
(
3
)
 b
io
lo
gi
ca
l 
an
d 

wa
te
r 

qu
al
it
y

su
rv
ey
s 

in
 
th
e 

vi
ci
ni
ty
 o
f 
n
e
w
 
in
du
st
ri
al
 s

it
es
 b
ot
h 

be
fo
re
 o
pe
ra
ti
on
 a
nd
 a

ft
er
 t
he
 i
nd
us
tr
y 
ha
s 
be
en
 i

n 
op
er
at
io
n 
fo
r 
s
o
m
e

ti
me
. 
Fu
tu
re
 a

ct
iv
it
ie
s 

wi
ll
 b
e 

li
mi
te
d 
to
 (
1
)
 m
ai
nt
ai
ni
ng
 a
 w
at
er
 u
se
 a
nd
 w

as
te
 d
is
ch
ar
ge
 (
an
d 

po
te
nt
ia
l 
po
ll
ut
an
t 
di
sc
ha
rg
e)



in
ve
nt
or
y;
 (
2
)
 i
nv
es
ti
ga
ti
ng
 f

is
h-

ki
ll

s,
 a
cc
id
en
ti
al
 s

pi
ll

s 
of
 o
il

 a
nd

 o
th
er
 h
az

ar
do

us
 m
at
er
ia
ls
, 
an

d 
po
ll
ut
io
n 
di
sc
ha
rg
es
 a
ss
oc
ia
te
d

wi
th

 t
re

at
me

nt
 p
la
nt
 m
al

fu
nc

ti
on

s;
 a
nd

 (
3
)
 sp

ec
ia
l 
st
ud
ie
s 
re
la
te
d 
to

 w
at

er
 p
ol
lu
ti
on
 p
ro

bl
em

s,
 e
.g

.,
 t
he
 m
er
cu
ry
 p
ro

bl
em

.

Du
ri
ng
 1
97
3,
 t
we

nt
y 

fi
sh

-k
il
ls
 o
r 
ot

he
r 

po
ll

ut
io

n 
in
ci
de
nt
s 
we
re
 i
nv

es
ti

ga
te

d.
 I
n 

ad
di

ti
on

, 
su
rv
ei
ll
an
ce
 m
on
it
or
in
g

of
 
me
rc
ur
y 

co
nc

en
tr

at
io

ns
 
in

 
fi

sh
 
fl
es
h,
 
wa

te
r,

 a
nd

 
se

di
me

nt
 
we
re
 c

on
ti

nu
ed

 f
or

 C
hi

ck
am

au
ga

, 
Pi
ck
wi
ck
, 
an
d 

Ke
nt
uc
ky

re
se
rv
oi
rs
 a
nd
 t
he

 N
or
th
 F
or
k 
Ho

ls
to

n 
Ri

ve
r.

 S
ur
ve
il
la
nc
e 
of
 t
he
 m
er
cu
ry
 p
ro

bl
em

 w
il
l 
be
 c
on
ti
nu
ed
 i
n 
19
74
.

Sp
ec
ia
l 
st
ud
ie
s 
an
d 

de
mo

ns
tr

at
io

n 
pr

oj
ec

ts
 w

il
l 
be
 p
er
fo
rm
ed
 t

o 
su
pp
or
t 
th

e 
wa
te
r 
qu
al
it
y 
ma

na
ge

me
nt

 p
ro

gr
am

.
M
a
n
y
 o
f 
th

es
e 
st
ud
ie
s 

wi
ll
 b
e 
d
o
n
e
 i

n 
re
sp
on
se
 t
o 
pr
ob
le
ms
 a
ri

si
ng

 i
n 
wa

te
r 
qu
al
it
y 
ma
na
ge
me
nt
, 
wh

il
e 
ot

he
rs

 a
re

 c
on

ti
nu

in
g

ef
fo
rt
s 
to

 s
ol

ve
 
pr
ob
le
ms
 o
f 
a 

pe
rs

is
te
nt
 n

at
ur
e.
 T
h
e
 c
on
ti
nu
in
g 

in
ve
st
ig
at
io
ns
 a
re

: 
(
1
)
 f
ie
ld
 d
oc
um
en
ta
ti
on
 o
f 
wa
te
r 

qu
al
it
y

an
d 

bi
ol

og
ic

al
 c
on

di
ti

on
s 
as

so
ci

at
ed

 w
it

h 
de

pl
et

io
n 
of
 d
is

so
lv

ed
 o
xy
ge
n 

in
 T
V
A
 r
es

er
vo

ir
s 
in

 s
uc

h 
a 
ma
nn
er
 t
o 

fa
ci
li
ta
te
 a
 m
o
r
e

co
mp
le
te
 
un
de
rs
ta
nd
in
g 
of
 r
es
er
vo
ir
 
wa
te
r 

qu
al
it
y 

ch
an
ge
s 

du
ri

ng
 s

to
ra

ge
; (
2
)
 c
om

pu
te

r 
do

cu
me

nt
at

io
n 
of

 e
xi
st
in
g 
ec

ol
og

ic
mo

de
ls

 a
nd
 d
ev
el
op
me
nt
 o
f 
im
pr
ov
ed
 w
at

er
 q
ua
li
ty
 m
od
el
s;
 (
3
)
 d
ev
el
op
me
nt
 o
f 
me
th
od
s 
fo
r 
pr

ed
ic

ti
ng

 t
he

 e
ff
ec
ts
 o
f 
re
se
rv
oi
rs

o
n
 
wa
te
r 

qu
al
it
y 

in
 
ta

il
ra

ce
 s

tr
ea
ms
; 
(
4
)
 p
il

ot
-s
ca
le
 s

tu
di
es
 o
f 
ox

yg
en

 i
nj
ec
ti
on
 a

t 
Fo

rt
 P
at

ri
ck

 H
en
ry
 D
a
m
 a
nd
 t
he
 d
es

ig
n,

co
ns
tr
uc
ti
on
, 
an

d 
te

st
in

g 
of
 a
 f
ul
l-
sc
al
e 
re

ae
ra

ti
on

 s
ys
te
m 

at
 t
hi
s 
d
a
m
;
 (
5
)
 c
on

ti
nu

e 
re
vi
ew
 o
f 
po

ss
ib

le
 r
ea
er
at
io
n 
me
th
od
s 
at

 1
0

ot
he
r 
T
V
A
 d
a
m
s
 i
nc

lu
di

ng
 t
he

 d
es
ig
n 
of
 a
 f

ul
l-

sc
al

e 
sy
st
em
 f

or
 t
he
 m
os

t 
pr
ob
le
ma
ti
c 

ca
se

; 
an

d 
(
6
)
 p
er

fo
rm

 f
ie
ld
 s
tu
di
es
 a
nd

ut
il
iz
e 
te
mp
er
at
ur
e 

mo
ni
to
ri
ng
 d
at

a 
to

 i
mp
ro
ve
 m
et
ho
ds
 f
or

 p
re
di
ct
in
g 
th
e 
ra

te
 a
t 
wh

ic
h 

re
ce

iv
in

g 
wa
te
rs
 w
il
l 
lo
se
 e
xc
es
s 
he

at
.

P1=
R
E
C
R
E
A
T
I
O
N
 D
E
V
E
L
O
P
M
E
N
T

1
9
7
3
 a
ct
ua
l

$6
94

,5
80

1
9
7
4
 e
st

im
at

e
69
2,
00
0

19
75
 e
st

im
at

e
76

3,
00

0

T
h
e
 
ob

je
ct

iv
e 

of
 
T
V
A
'
s
 
re
cr
ea
ti
on
 
pr

og
ra

m 
is

 
to

 
id
en
ti
fy
 
re

so
ur

ce
s 

of
 
po
te
nt
ia
l 

va
lu

e 
fo
r 

re
cr
ea
ti
on
 
an

d
de

mo
ns

tr
at

e 
th
ei
r 

be
st
 a

lt
er

na
ti

ve
 u

se
s 
an
d 

co
ns
er
va
ti
on
, 
re
co
gn
iz
in
g 
th

e 
so
ci
al
 n
at
ur
e 
of
 r
ec
re
at
io
n 

ne
ed

s.
 T
V
A
 a

ct
iv
it
ie
s 
in

th
is
 f
ie

ld
 i
nc

lu
de

 d
em
on
st
ra
ti
on
s 
an
d 
co
op
er
at
iv
e 
pr

oj
ec

ts
.

T
V
A
 
of
fe
rs
 
te

ch
ni

ca
l 

as
si
st
an
ce
 
to

 
st
at
es
, 
to
wn
s,
 c
om
mu
ni
ti
es
, 

lo
ca
l 
de
ve
lo
pm
en
t 

gr
ou

ps
, 
an

d 
in
di
vi
du
al
s 

in
de

fi
ni

ng
 
an
d 

un
de
rt
ak
in
g 

th
ei
r 

ro
le

 i
n 

Va
ll

ey
 r

ec
re

at
io

n 
re
so
ur
ce
 d

ev
el

op
me

nt
. 
G
r
o
w
t
h
 i

n 
re
cr
ea
ti
on
 d
e
m
a
n
d
 
ha
s 
m
a
d
e
 i

t
ne

ce
ss

ar
y 
fo
r 
T
V
A
 a
ls

o 
to

 t
ak
e 
a 
m
o
r
e
 d
ir
ec
t 
ro

le
 i
n 
pr

ov
id

in
g 
ba

si
c 
re
cr
ea
ti
on
 o
pp

or
tu

ni
ti

es
. 
Di

re
ct

 T
V
A
 d
ev

el
op

me
nt

 r
em
ai
ns

a 
re

la
ti

ve
ly

 m
in

or
 p

ar
t 
of

 t
ot

al
 r
es

er
vo

ir
 r
ec
re
at
io
n 
de

ve
lo

pm
en

t.
 S
in
ce
 1
96
9,
 T
V
A
 h
as
 d
ev

el
op

ed
 8
0
 s
it

es
 a
lo
ng
 t
he

 s
ho

re
li

ne
s

of
 1
5 

re
se
rv
oi
rs
. 
Ne
ar
ly
 1
0
0
 p
ub

li
c 
pa
rk
s 
(i
nc
lu
di
ng
 1
7
 s
ta
te
 p
ar
ks
),
 o
ve
r 
4
0
0
 p
ub

li
c 
ac

ce
ss

 a
re

as
, 
2
2
 s
ta
te
 w
il
dl
if
e 
m
a
n
a
g
e
m
e
n
t

ar
ea

s,
 a
nd
 3
0
0
 b
oa

t 
do
ck
s 
an
d 

ma
ri

na
s 
ha
ve
 b
ee

n 
pr

ov
id

ed
 b
y
 o
th

er
s 
o
n
 T
V
A
'
s
 r
es
er
vo
ir
s.



A
 c
om
pr
eh
en
si
ve
 l
an
d 

ca
pa
bi
li
ty
 a

na
ly
si
s 
of
 r
es
er
vo
ir
 s
ho
re
la
nd
s 

wi
ll
 b
e 

es
se
nt
ia
ll
y 
co
mp
le
te
d 
in
 f
is
ca
l 
ye
ar
 1
97
4.

Du
ri
ng
 f

is
ca
l 
ye
ar
 1
97
5,
 i
nf
or
ma
ti
on
 f
ro
m 

th
is
 a
na
ly
si
s 
wi
ll
 p
ro
vi
de
 a
 b
as
is
 f
or
 r
ec
re
at
io
n 
de
ve
lo
pm
en
t 
as
si
st
an
ce
. 
N
e
w
 w
ay
s 
of

ex
pr
es
si
ng
 t

he
 v

al
ue
s 
of
 r
ec
re
at
io
n 
de
ve
lo
pm
en
t 
an
d 

us
e 

wi
ll
 c
on
ti
nu
e 
to
 b
e 

st
ud
ie
d.
 R
es
ea
rc
h 
pr
ob
le
ms
 o
f 
re
cr
ea
ti
on
 t

ra
ve
l

ec
on
om
ic
s 

wi
ll
 b
e 
in
ve
st
ig
at
ed
. 
At
te
nt
io
n 

wi
ll
 b
e 
gi
ve
n 
to
 s
ce
ni
c 
an
d 

re
cr
ea
ti
on
 r
iv
er
s 
an
d 

tr
ai
ls
 i
n 
th
e 
Te
nn
es
se
e 
Va
ll
ey
.

Sp
ec
ia
l 
St
ud
ie
s 

In
cr
ea
se
d 
em
ph
as
is
 o
n
 r

ec
re
at
io
n 
ha
s 
ge
ne
ra
te
d 
a 

su
bs
ta
nt
ia
l 
ne
ed
 f
or
 i
nf
or
ma
ti
on
 t
o 
an
sw
er
 q
ue
st
io
ns
 o
n
 a
ct
iv
it
y

an
d 

fa
ci
li
ty
 p

re
fe
re
nc
es
 a
nd
 
ne
ed
s;
 t
he
 m
ar
ke
t 
fo
r 
co
mm
er
ci
al
 r
ec
re
at
io
n 
de
ve
lo
pm
en
ts
 i
n 
th
e 

Va
ll
ey
; 
an
d 
th
e 
be
ne
fi
ts
, 
co
st
s,

an
d 
ec
on
om
ic
 i
mp
ac
t 
of
 r
ec
re
at
io
n 
re
so
ur
ce
 d
ev
el
op
me
nt
.

Sp
ec
if
ic
 a
ct
iv
it
ie
s 
fo
r 

fi
sc
al
 y
ea
r 
1
9
7
5
 w
il
l 
in
cl
ud
e:

—
E
c
o
n
o
m
i
c
 
da
ta
 
an
d 

te
ch
ni
ca
l 

in
fo
rm
at
io
n 

su
pp
or
t 

fo
r 

im
pl
em
en
ta
ti
on
 
of
 
a 

co
mp
re
he
ns
iv
e 

Va
ll
ey
-w
id
e

re
cr
ea
ti
on
 p
la
n.

—T
ec
hn
ic
al
 a
ss
is
ta
nc
e 
in
 r
ec
re
at
io
n 
ec
on
om
ic
s 
an
d 
ma
rk
et
 a
na
ly
si
s 
to
 b
ot
h 
T
V
A
 a
nd
 o
ut
si
de
 o
rg
an
iz
at
io
ns
.

—
Su
rv
ey
 o
f 
re
cr
ea
ti
on
 i
nv
es
tm
en
t 
an
d 

vi
si
ta
ti
on
 o
n
 T
V
A
 l
ak
es
.

—D
ev
el
op
me
nt
 
of
 
in
fo
rm
at
io
n 

o
n
 
re
cr
ea
ti
on
 
ec
on
om
ic
s 

an
d 

ma
rk
et
 
an
al
ys
es
 f

or
 
a 

bo
at
 
do
ck
 
an
d 

ma
ri
na

im
pr
ov
em
en
t 
pr
og
ra
m.

—I
np
ut
 t
o 
a 
st
ud
y 
of
 a
 s
ys
te
ms
 a
pp
ro
ac
h 
to
 l
an
d 
ma
na
ge
me
nt
.

—
Pa
rt
ic
ip
at
io
n 

in
 s

pe
ci
al
 s
tu
di
es
 i
ni
ti
at
ed
 b
y
 o
ut
si
de
 o
rg
an
iz
at
io
ns
 s
uc
h 
as
 W
at
er
 R
es
ou
rc
es
 C
ou
nc
il
 a
nd
 C
or
ps
 o
f

En
gi
ne
er
s.

Re
cr
ea
ti
on
 P
la
nn
in
g 

Re
cr
ea
ti
on
 
pl
an
ni
ng
 
pr
ov
id
es
 t
he
 b

as
is
 f
or
 s
ou
nd
 j
ud
gm
en
t 

in
 t

he
 d

ev
el
op
me
nt
 a
nd
 
ut
il
iz
at
io
n 
of
 t
he
 V

al
le
y'
s

re
cr
ea
ti
on
 r
es
ou
rc
es
. 
Ac
ti
vi
ti
es
 i
nc
lu
de
d 
un
de
r 

th
is
 f
un
ct
io
n 
fo
r 
fi
sc
al
 y
ea
r 
1
9
7
5
 w

il
l 
be
:



—
Co
nt
in
ua
ti
on
 o
f 
th
e 
co
mp
re
he
ns
iv
e 

Va
ll
ey
-w
id
e 

re
cr
ea
ti
on
 p

la
n,
 e
sp
ec
ia
ll
y 
th
e 

ca
pa
bi
li
ty
 a

na
ly
si
s 
fo
r 
re
so
ur
ce
s

in
 n
on
re
se
rv
oi
r 
co
un
ti
es
.

—A
dd
it
io
na
l 
pl
an
ni
ng
 a
nd
 s

it
e 
se
le
ct
io
n 
fo
r 
ac
ce
ss
 f
ac
il
it
ie
s 
o
n
 T
V
A
 r
es
er
vo
ir
 s
ho
re
li
ne
s 
(p
ag
e 
27
).

—
Pr
ep
ar
at
io
n 
o
f
 p

ro
sp
ec
tu
s 

fo
r 

ne
ed
ed
 
co
mm
er
ci
al
 
re
cr
ea
ti
on
 
de
ve
lo
pm
en
ts
 i

de
nt
if
ie
d 

in
 t

he
 c

om
pr
eh
en
si
ve

Va
ll
ey
-w
id
e 
re
cr
ea
ti
on
 p
la
n.

—
Ad
di
ti
on
al
 s
tu
di
es
 o
n
 c
la
ss
if
ic
at
io
n 
an
d 

us
e 
of
 t
he
 V
al
le
y'
s 
sc
en
ic
 a
nd
 r
ec
re
at
io
n 
st
re
am
s.

—
In
it
ia
te
 i
mp
le
me
nt
at
io
n 
of
 s
ce
ni
c 
an
d 

re
cr
ea
ti
on
 t

ra
il
s 
pr
og
ra
m.

—E
va
lu
at
io
n 
of
 r
ec
re
at
io
n 
de
ve
lo
pm
en
t 
pr
op
os
al
s 
su
bm
it
te
d 
to
 T
V
A
.

Te
ch
ni
ca
l 
As
si
st
an
ce
 

In
 
fi
sc
al
 
ye
ar
 
1
9
7
3
 
T
V
A
 
as
si
st
an
ce
 
pr
og
ra
ms
 r

ea
ch
ed
 
3
8
 d

if
fe
re
nt
 
ci
ti
es
 a
nd
 
co
mm
un
it
ie
s 

in
 
th
e 

Va
ll
ey
; 
1
2

se
pa
ra
te
 c
ou
nt
ie
s;
 1
7
 F
ed
er
al
, 
st
at
e,
 o
r 

lo
ca
l 
ag
en
ci
es
; 
an
d 

se
ve
ra
l 
qu
as
ip
ub
li
c 
an
d 
de
ve
lo
pm
en
t 
gr
ou
ps
. 
Th
is
 a
ss
is
ta
nc
e 
ra
ng
es

fr
om
 f

ur
ni
sh
in
g 

ba
si
c 
in
fo
rm
at
io
n 
to
 p
re
pa
ra
ti
on
 o
f 

si
te
 i
nv
es
ti
ga
ti
on
, 
de
ve
lo
pm
en
t,
 a
nd
 p
ro
gr
am
 u
sa
ge
 p
la
ns
. 
Sp
ec
if
ic
 a
ct
iv
it
ie
s

in
 t

ec
hn
ic
al
 a

ss
is
ta
nc
e 
fo
r 

fi
sc
al
 y
ea
r 
19
75
 a
nt
ic
ip
at
e 
re
sp
on
di
ng
 t
o 
a 
gr
ow
in
g 
n
u
m
b
e
r
 o
f 
re
qu
es
ts
. 
M
o
r
e
 a
tt
en
ti
on
 w

il
l 
be
 g
iv
en

to
 f
ol
lo
wu
p 
o
n
 
im
pl
em
en
ta
ti
on
 o

f 
pl
an
s 
an
d 

pr
og
ra
ms
. 

Ad
di
ti
on
al
 s
up
po
rt
 
wi
ll
 a

ls
o 
be
 p

ro
vi
de
d 
to
wa
rd
 i
mp
le
me
nt
in
g 

th
e

co
mp
re
he
ns
iv
e 

Va
ll
ey
-w
id
e 
re
cr
ea
ti
on
 p
la
n.

Ma
in
te
na
nc
e 
of
 R
ec
re
at
io
n 

Fa
ci
li
ti
es
 

T
h
e
 e

st
im
at
e 
of
 $
90
,0
00
 i

s 
fo
r 

cy
cl
ic
 m
ai
nt
en
an
ce
 o
f 
T
V
A
'
s
 f

ac
il
it
ie
s 
in
 t

he
 r

es
er
vo
ir
 p

ub
li
c 
ac
ce
ss
 a
re
as
. 
W
o
r
k

in
vo
lv
ed
 
is
 n

on
ro
ut
in
e 
su
ch
 a

s 
re
pa
vi
ng
 o
r 

re
gr
av
el
in
g 
ro
ad
s 
an
d 

pa
rk
in
g 
ar
ea
s,
 r
ep
ai
nt
in
g 
an
d 
ro
of
 r
ep
la
ce
me
nt
 f
or
 s
an
it
ar
y

fa
ci
li
ti
es
, 
an
d 

sh
or
el
in
e 
im
pr
ov
em
en
ts
. 
N
o
 m
aj
or
 c

yc
li
c 
ma
in
te
na
nc
e 
ha
s 
be
en
 p

er
fo
rm
ed
, 
ex
ce
pt
 f
or
 f
lo
od
 d
a
m
a
g
e
 r
ep
ai
rs
 i
n

fi
sc
al
 y
ea
r 
19
73
, 
du
e 
to
 t
he
 n
ew
ne
ss
 o
f 
th
e 

fa
ci
li
ti
es
 i
n 
qu
es
ti
on
.



S
u
m
m
a
r
y
 o
f 
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cr
ea
ti
on
 D
ev
el
op
me
nt
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en
se

s 1
9
7
3
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tu
al

1
9
7
4
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ti

ma
te

1
9
7
5
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ti
ma
te

Sp
ec
ia
l 
st
ud
ie
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$1
96

,6
38

$2
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,0
00

$1
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,0
00
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cr

ea
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 p
la
nn
in
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8,
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0
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8,
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0
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00
0

Te
ch
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ca
l 
as
si
st
an
ce
 
 

19
9,

01
1

18
9,
00
0

18
4,
00
0

Op
er

at
io

n 
an
d 
ma

in
te

na
nc

e 
of

 f
ac
il
it
ie
s 
 

17
,2

16
90

,0
00

Di
st
ri
bu
ti
on
 o
f 
ad
mi
ni
st
ra
ti
ve
 a
nd
 g
en
er
al
 e
xp

en
se

s 
 

52
,7
45

57
,0

00
58

,0
00

To
ta
l 
ap

pr
op

ri
at

io
n 
es
ti
ma
te
 
 

69
4,

58
0

69
2,
00

0
76
3,
00
0

Al
lo
ca
te
d 
f
r
o
m
 m
ul
ti
pu
rp
os
e 
re
se
rv
oi
r 
op
er
at
io
ns
 
 

1,
62
3,
46
3

1,
70
9,
00
0

1,
67

5,
00

0

To
ta
l 
ex
pe
ns
es
 b
ef
or
e 
de
pr
ec
ia
ti
on
 
 

2,
31

8,
04

3
2,

40
1,

00
0

2,
43

8,
00

0

De
pr
ec
ia
ti
on
  

14
9,

33
1

15
6,

00
0

15
6,
00
0

To
ta
l 
ex

pe
ns

e 
of

 r
ec

re
at

io
n 
de
ve
lo
pm
en
t 
 

2,
46

7,
37

4
2,

55
7,

00
0

2,
59
4,
00
0



F
I
S
H
E
R
I
E
S
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N
D
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A
T
E
R
F
O
W
L
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E
S
O
U
R
C
E
S
 D
E
V
E
L
O
P
M
E
N
T

19
73
 a
ct
ua
l

$4
83
,0
81

19
74
 e
st
im
at
e

55
3,
00
0

19
75
 e
st
im
at
e

59
0,
00
0

Th
er
e 

ar
e 
63
9,
00
0 
ac
re
s 
of
 r
es
er
vo
ir
, 
9,
60
0 

mi
le
s 
of
 s
tr
ea
ms
, 
an
d 
m
a
n
y
 s
ma
ll
 l
ak
es
 a
nd
 p

on
ds
 i
n 
th
e 
Te

nn
es

se
e

Va
ll
ey
. 
T
h
e
 c
om

pl
ex

 b
io

lo
gi

ca
l 
sy
st
em
 o
f 
fi
sh
es
, 
wa

te
rf

ow
l,

 w
at

er
-o
ri
en
te
d 
m
a
m
m
a
l
s
,
 a
nd
 o
th

er
 k
in
ds
 o
f 
aq
ua
ti
c 

li
fe
 d
ep
en
de
nt

on
 t

he
se
 w

at
er
s 
se
rv
es
 t
he
 p
eo
pl
e 
of
 t
he
 V

al
le
y 

in
 m
a
n
y
 w
ay
s.
 S
o
m
e
 a
re
 i
mp
or
ta
nt
 t
o 
th
e 
e
c
o
n
o
m
y
 o
f 
th
e 
re
gi
on
, 
s
o
m
e
 o
ff
er

si
gn
if
ic
an
t 

op
po

rt
un

it
ie

s 
fo

r 
le

is
ur

e 
ti
me
, 
an
d 
s
o
m
e
 a

re
 a
 s

ou
rc
e 
of
 f
oo
d.
 E
ac
h 

sp
ec
ie
s 

co
nt

ri
bu

te
s 
to
 a

 h
ea
lt
hy
, 
ba
la
nc
ed

aq
ua
ti
c 
bi
os
ys
te
m.
 T
V
A
 h
as
 a
id
ed
 i

n 
th
e 
in
cr
ea
se
 a
nd
 i
mp
ro
ve
d 
qu
al
it
y 
of
 t
he

 r
eg
io
n'
s 
fi
sh
er
ie
s 
an
d 
wa
te
rf
ow
l 
re
so
ur
ce
s 
ba
se
.

Ma
in
te
na
nc
e 

of
 
th
e 

ex
is
ti
ng
 
re
so
ur
ce
 
an
d 

it
s 

ex
pa
ns
io
n 

an
d 

im
pr
ov
em
en
t 

re
qu
ir
e 

re
se
ar
ch
, 
in
fo
rm
ed
 
de
ve
lo
pm
en
t 

an
d

ma
na
ge
me
nt
, 

an
d 

pr
om
ot
io
n 

of
 
go
od
 
co
ns
er
va
ti
on
 
pr
ac
ti
ce
s.
 
In
cr
ea
si
ng
 
pr
es
su
re
s 
o
n
 
fi
sh
er
ie
s 
an
d 

wa
te
rf
ow
l 

re
so
ur
ce
s

ac
co
mp
an
y 

th
e 
gr
ow
in
g 
de
ma
nd
s 
of
 a
n 

ur
ba
n 

in
du
st
ri
al
 s
oc
ie
ty
 o
n
 t
he
 r
eg
io
n'
s 
la
nd
s 
an
d 

wa
te
rs
. 
T
V
A
'
s
 o
bj
ec
ti
ve
 i
s 
to

 a
id
 i
n

th
e 

ef
fe
ct
iv
e 

ma
na
ge
me
nt
, 

pr
ot
ec
ti
on
, 
an
d 

us
e 
of
 l

ak
es
 a

nd
 
st
re
am
s 
an
d 

re
se
rv
oi
r 
la
nd
s 
to

 a
ss
ur
e 

th
at
 t

he
 f

is
he
ri
es
 a
nd

wa
te

rf
ow

l 
re
so
ur
ce
 m
ak
es
 i
ts
 o
p
t
i
m
u
m
 c
on
tr
ib
ut
io
n 
to

 t
he
 r
eg
io
n'
s 
ec
on
om
ic
, 
so
ci
al
, 
an
d 
en
vi
ro
nm
en
ta
l 
we
ll
-b
ei
ng
. 

cr
)

Fi
sh
er
ie
s 
In
ve
st
ig
at
io
ns

In
ve
st
ig
at
io
ns
 

1
9
7
3
 a
ct
ua
l

$2
19
,7
51

1
9
7
4
 e
st
im
at
e

20
0,
00
0

19
75
 e
st
im
at
e

19
8,
00
0

Ov
er
 
th

e 
ye
ar
s 
T
V
A
'
s
 l

im
it
ed
 
fi
sh
er
ie
s 

in
ve
st
ig
at
io
ns
 
ha
ve
 
le
d 

to
 s

ig
ni
fi
ca
nt
 c

ha
ng
es
 i
n 

fi
sh
er
ie
s 
ma
na
ge
me
nt

po
li
ci
es
 i

n 
th
e 

Te
nn
es
se
e 

Va
ll
ey
 a
nd
 
ha
ve
 c

on
tr
ib
ut
ed
 t

o 
th
e 
bo
dy
 o
f 
kn
ow
le
dg
e 
of
 r
es
er
vo
ir
 m
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o
m
e
 g
ar
de
n 
in

 s
up

pl
yi

ng
 f
oo

d 
an
d 
im
pr
ov
in
g 
nu
tr
it
io
n.
 L
ow
-i
nc
om
e 
fa
mi
li
es
 a
re
 t
au

gh
t 
to

 p
la

n
a 

ve
ge

ta
bl

e 
mi
x 

re
la
te
d 

to
 t

he
ir

 d
ie
ta
ry
 n

ee
ds
. 
T
h
e
y
 a
re
 a
dv
is
ed
 o
n
 p

ro
du

ct
io

n 
an
d 

cu
lt
ur
al
 m
et
ho
ds
 a
nd

 o
n
 p

re
pa

ri
ng

 a
nd

pr
es
er
vi
ng
 f
oo

d.
 T
V
A
 p

ro
vi
de
s 
se
ed
, 
in
se
ct
ic
id
e,
 f
er
ti
li
ze
r,
 s
pr

ay
er

, 
an

d 
te

ch
ni

ca
l 
he
lp
 t
o 
co

nd
uc

t 
th
e 
de

mo
ns

tr
at

io
ns

.

T
h
e
 f
ol

lo
wi

ng
 t

ab
le
 s
ho
ws
 t
he

 n
u
m
b
e
r
 o
f 
de
mo
ns
tr
at
io
ns
 b
y
 t
yp

e 
to

 b
e 
co
nd
uc
te
d 

in
 f
is

ca
l 
ye
ar
 1
97
5,
 c
om
pa
re
d

wi
th

 t
he
 n
u
m
b
e
r
 i
n 

ea
rl
ie
r 

ye
ar

s.

CA
)

CA
D



1
9
7
3
 

1
9
7
4
 

19
75

Ac
tu

al
 

Es
ti
ma
te
 

Es
ti
ma
te
 

Fe
rt

il
iz

er
 t
ri
al
s 
an
d 

fi
el
d 
de
mo
ns
tr
at
io
ns
  

73
1

7
7
0

7
8
0

Re
so
ur
ce
 m
a
n
a
g
e
m
e
n
t
 f
ar
ms
  

6
3
1

6
5
0

6
7
5

Ra
pi
d 
ad

ju
st

me
nt

 f
ar
ms
 

3
8

4
0

4
5

H
o
m
e
 g
ar

de
n 
de

mo
ns

tr
at

io
ns

 
 

2
9
2

3
2
5

3
5
0

Sp
ec
ia
l 
Ar
ea
s 
of
 I
nt
er
es
t—
Il
lu
st
ra
ti
on
s 

In
 t
he

 m
ou
nt
ai
no
us
 a
re
as
 o
f 
we
st
er
n 
No
rt
h 
Ca
ro
li
na
, 
m
o
r
e
 t
ha

n 
$
1
2
 m
il

li
on

 w
or

th
 o
f
 tr

el
li

se
d 
to
ma
to
es
, 
st
ra
wb
er
ri
es
,

or
na
me
nt
al
 s
hr

ub
be

ry
, 
an
d 

Ch
ri

st
ma

s 
tr
ee
s 
ar
e 
pr
od
uc
ed
 a

nn
ua
ll
y.
 T
he
se
 e
nt
er
pr
is
es
 h
av
e 
be
en
 i
nt

ro
du

ce
d 
in
to
 n
or
th
 G
eo
rg
ia
,

so
ut
hw
es
t 

Vi
rg

in
ia

, 
an
d 

ea
st
er
n 
Te
nn
es
se
e.
 A
t
 t
he

 t
im

e 
de

mo
ns

tr
at

io
ns

 t
o 
ac
ce
le
ra
te
 p
ro
du
ct
io
n 
of
 t
he
se
 c
ro
ps
 b
eg
in
, 
ac

ti
vi

ti
es

 
CA

D
to

 d
ev

el
op

 a
n 

ad
eq
ua
te
 m
ar
ke
ti
ng
 s
tr
uc
tu
re
 a
re

 s
ta
rt
ed
. 
Bl
ue
be
rr
ie
s 
wi
ll
 b
e 
in
tr
od
uc
ed
 a
s 
an
 e
nt
er
pr
is
e 
in

 s
ou
th
we
st
 V
ir

gi
ni

a 
to

 
a
)

in
cr
ea
se
 a
gr

ic
ul

tu
ra

l 
in
co
me
 a
nd

 t
o 
he
lp
 r
en
ov
at
e 

st
ri

p 
mi
ne
d 

so
il
s.
 

•4=,

In
 t

he
 m

id
dl

e 
po

rt
io

n 
of
 T
en
ne
ss
ee
, 
m
a
n
y
 f
ar
ms
 h
av
e 
en
ou
gh
 a
cr
ea
ge
 f
or
 e
ff
ic
ie
nt
 l
iv
es
to
ck
 p
ro

du
ct

io
n.

 A
ct

iv
it

ie
s

ar
e 

co
nd
uc
te
d 

to
 
in
te
ns
if
y 

fo
ra
ge
 
an
d 

fe
ed

 
gr
ai
n 

pr
od
uc
ti
on
. 
O
n
 
m
a
n
y
 l

ar
ge
 f

ar
ms

, 
da

ir
yi

ng
 i

s 
hi
gh
ly
 
pr
of
it
ab
le
. 
Sw
in
e

pr
od
uc
ti
on
 o

ff
er
s 
an
 o
pp

or
tu

ni
ty

 t
o 
in
te
ns
if
y 
ou
tp
ut
 o
n
 s
ma

ll
er

 a
cr
ea
ge
s,
 w
hi
le
 b
ee
f 
ca
tt
le
 h
as

 a
 p
ot
en
ti
al
 f
or
 m
a
n
y
 f
ar
ms
 a
nd

fi
ts

 
pa
rt
ic
ul
ar
ly
 
we

ll
 
o
n
 
pa
rt
-t
im
e 

fa
rm
s.
 
In

 
we
st
er
n 

Te
nn
es
se
e 

an
d 

Ke
nt
uc
ky
, 

pr
og
ra
ms
 
em
ph
as
iz
e 

ef
fi
ci
en
t 

li
ve
st
oc
k

pr
od
uc
ti
on
 t
hr

ou
gh

 d
ou
bl
e 
cr
op
pi
ng
 a
nd
 i
mp
ro
ve
d 
be
ef
-f

or
ag

e 
sy
st
em
s.

In
 n

or
th

ea
st

 M
is

si
ss

ip
pi

 a
nd
 t
he

 w
es
te
rn
 p

or
ti

on
 o
f 
no
rt
h 
A
l
a
b
a
m
a 
la
bo
r 
in
te
ns
iv
e 
en
te
rp
ri
se
s,
 s
uc
h 
as
 f
ee
de
r 
pi
gs
,

pi
me
nt
o 

pe
pp

er
s,

 
an
d 

cu
cu

mb
er

s 
ar
e 

em
ph
as
iz
ed
 
be
ca
us
e 

of
 t

he
 
li

mi
te

d 
ac
re
ag
e 
of
 p

ro
du

ct
iv

e 
so

il
s.

 
Ot
he
r 

hi
gh
 
va
lu
e

en
te
rp
ri
se
s 
su

ch
 a

s 
pe
ac
he
s 
an
d 

st
ra
wb
er
ri
es
 a
re
 b
ei
ng
 i
nt
ro
du
ce
d 
an
d 

ev
al
ua
te
d.
 W
it
h 
th
e 
co
mp
le
ti
on
 o
f 
th

e 
Ye
ll
ow
 C
re

ek
 P
or

t
an
d 

it
s 
gr
ai
n 
ha

nd
li

ng
 f
ac
il
it
ie
s,
 m
o
r
e
 e
mp

ha
si

s 
wi
ll
 b
e 
pl

ac
ed

 o
n
 m
ar

ke
t 
ho
g 
an
d 

br
oi
le
r 
pr
od
uc
ti
on
.

In
 
th
e 

mi
dd

le
 
po

rt
io

n 
of
 n

or
th

 
Al

ab
am

a,
 
em

ph
as

is
 
wi

ll
 
co
nt
in
ue
 
o
n
 
so
yb
ea
n 

pr
od

uc
ti

on
 
to

 
co

in
ci

de
 
wi

th
co
ns
tr
uc
ti
on
 
o
f
 a
 s
oy
be
an
 
pr

oc
es

si
ng

 
pl

an
t 

at
 D

ec
at
ur
, 
Al

ab
am

a.
 I
n 

th
e 
Sa

nd
 
Mo

un
ta

in
 a

re
a 
or

 e
as
te
rn
 
po
rt
io
n 
of
 n
or
th

Al
ab
am
a,
 i
nt
ro
du
ct
io
n 
of
 h
ig
h 

va
lu
e 

ho
rt
ic
ul
tu
ra
l 
cr
op
s 
wi
th
 r
el
at
ed
 m
ar
ke
ti
ng
 f
ac

il
it

ie
s 
wi
ll
 b
e 

in
te
ns
if
ie
d 
an

d 
de
mo
ns
tr
at
io
ns

wi
ll
 b
e 
co
nt
in
ue
d 
to

 s
h
o
w
 p

ro
fi
ta
bi
li
ty
 o
f
 s
up
pl
em
en
ta
l 
ir

ri
ga

ti
on

.



Sp
ec
ia
l 
In

ve
st

ig
at

io
ns

 a
nd
 T
ec
hn
ic
al
 A
ss
is
ta
nc
e 

T
V
A
 
co
nd
uc
ts
 s

pe
ci
al
 s
tu
di
es
 i
n 

sp
ec

if
ic

 w
at
er
sh
ed
s 
(s
ub
re
gi
on
al
 a
re
as
) 
to

 d
et
er
mi
ne
 t
he
 n
ee
d 

fo
r 
wa
te
r 
co
nt
ro
l

me
th
od
s 

be
ne
fi
ci
al
 t
o 

ag
ri

cu
lt

ur
e 
an
d 

to
 d
et
er
mi
ne
 e
nv
ir
on
me
nt
al
 e
ff
ec
ts
 o
n
 a

gr
ic
ul
tu
re
 o
f 
su
ch
 p

ro
je

ct
s.

 L
a
n
d-

us
e 
st
ud
ie
s 
ar

e

ca
rr

ie
d 
ou
t 
to

 d
et
er
mi
ne
 (
1
)
 a
re
as
 m
os
t 

su
it
ed
 f
or
 c
on

ti
nu

ed
 a

gr
ic

ul
tu

ra
l 
pr
od
uc
ti
on
, 
(
2
)
 a
re
as
 h
av

in
g 
th
e 

ca
pa
bi
li
ty
 o
f 
jo
in
t

us
es
 s
uc

h 
as
 c
ro
p 

pr
od
uc
ti
on
 a
nd
 i

nd
us
tr
ia
l 
wa

st
e 

di
sp
os
al
, 
an
d 
(
3
)
 a
re
as
 w
hi
ch
 a
re

 n
ot
 e
ss
en
ti
al
 f
or
 a

gr
ic
ul
tu
ra
l 
pr
od
uc
ti
on
.

Ot
he
r 

st
ud
ie
s 

ar
e 
co
nd
uc
te
d 

to
 
pr

ov
id

e 
in

fo
rm

at
io

n 
fo
r 

pl
an
ni
ng
 a
nd
 
in
it
ia
ti
ng
 i

nt
en
si
ve
 a

gr
ic

ul
tu

ra
l 

ac
ti
vi
ti
es
. 
O
n
 a

 m
o
r
e

ge
ne
ra
l 

ba
si
s,
 t
ec

hn
ic

al
 p

la
nn
in
g 

ai
d 

is
 g
iv

en
 t
o 

su
br
eg
io
na
l 
pl
an
ni
ng
 g
ro

up
s 
to

 h
el
p 
t
h
e
m
 r

ec
og
ni
ze
 a

gr
ic
ul
tu
ra
l 
de
ve
lo
pm
en
t

op
po
rt
un
it
ie
s,
 t
o 

so
lv
e 
pr
ob
le
ms
 n
ec
es
sa
ry
 t
o 
ac
hi
ev
e 

ag
ri
cu
lt
ur
al
 d
ev
el
op
me
nt
 p
ot
en
ti
al
s,
 t
o 
co
nd
uc
t 
ag
ri
cu
lt
ur
al
 d
ev
el
op
me
nt

ac
ti
vi
ti
es
, 
an
d 
to

 e
va
lu
at
e 
th
ei
r 
re
su
lt
s.
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Ag
ri
bu
si
ne
ss
 d
ev
el
op
me
nt
 
is

 d
es
ig
ne
d 

to
 e
xp

an
d 

th
e 
pr
od
uc
ti
ve
 c

ap
ab
il
it
y 
an
d 

pr
of
it
ab
il
it
y 
of
 V
al
le
y 

ag
ri
cu
lt
ur
e

th
ro

ug
h 

im
pr
ov
ed
 
ma
rk
et
in
g 

an
d 

fa
rm

-s
up

pl
y 

sy
st
em
s.
 
Ac
ti
vi
ti
es
 
in

cl
ud

e 
jo
in
t 

ma
rk
et
 
fe
as
ib
il
it
y 

st
ud
ie
s 
an
d 

te
ch
ni
ca
l

as
si
st
an
ce
. 
T
V
A
 p

ro
vi
de
s 
a 
un
iq
ue
 f
un
ct
io
n 

in
 a

gr
ib
us
in
es
s 
de
ve
lo
pm
en
t 

in
 t
he
 V
al
le
y 
re

gi
on

 b
y
 (
1
)
 c
oo
rd
in
at
in
g 
th
e 
pl
an
ni
ng

of
 p

ro
je
ct
s 
to
o 

la
rg
e 
fo
r 

in
di
vi
du
al
 l

oc
al
 a
nd
 
st
at
e 

ag
en

ci
es

, 
(
2
)
 c
oo
rd
in
at
in
g 

ac
ti

vi
ti

es
 o
f 
m
a
n
y
 s

ep
ar
at
e 

ag
en

ci
es

, 
an
d 
(
3
)

pr
ov

id
in

g 
le
ad
er
sh
ip
 
on
 
pr
oj
ec
ts
 o
f 

la
rg
er
 t

ha
n 

st
at
e 

si
ze
 
ne
ce
ss
ar
y 

to
 
pr
om
ot
e 

ch
an
ge
 i

n 
th

e 
ba
si
c 
ma

rk
et

 s
tr
uc
tu
re
. 
F
o
r

e
.
.
1
1
1
1
1
,



ex
am
pl
e,
 T
V
A
 r

ec
en
tl
y 
co
mp
le
te
d 
an
 i
nt
er
re
gi
on
al
 s
tu
dy
 o
f
 s
oy
be
an
 p

ro
ce
ss
in
g 

fa
ci
li
ti
es
 n
ee
de
d 

wi
th
in
 t
he
 V

al
le
y 

re
gi
on
. 
A

pr
iv
at
e 

fi
rm
 
us
ed
 
th
e 

fi
nd
in
gs
 t
o 

in
it
ia
te
 t

he
 b

ui
ld
in
g 
of
 o
ne
 o
f 

th
e 

la
rg
es
t 
so
yb
ea
n 

pr
oc
es
si
ng
 p

la
nt

s 
in
 t
he
 w
or
ld
 o
n
 t
he

Te
nn
es
se
e 

Ri
ve
r.
 A
 p

re
se
nt
 s
tu
dy
 i

s 
ex
am
in
in
g 
th
e 

in
te
rr
el
at
io
ns
hi
ps
 a
m
o
n
g
 f
ar
m 

su
pp
ly
, 
fa
rm
 
pr
od
uc
ti
on
, 
an
d 
fa
rm
 p
ro
du
ct

ma
rk
et
in
g 
an
d 

wi
ll
 s
h
o
w
 h
o
w
 c

ha
ng
e 

in
 o
ne
 e
le
me
nt
 i
nv

ol
ve

s 
ch
an
ge
s 
th
ro
ug
ho
ut
 t
he
 e
nt
ir
e 
fa
rm
 a
nd
 f
ar
m 
de
pe
nd
en
t 
se
ct
or
s.

In
fo
rm
at
io
n 
fr
om
 
th
is
 s
tu
dy
 
wi
ll
 
be
 
us
ed
 
to
 i

de
nt
if
y 

th
e 

lo
ca
ti
on
 o
f 

pr
op
os
ed
 
fa
rm
 s

er
vi
ce
 c
en
te
rs
 w
it
hi
n 
th
e 
12
5 

Va
ll
ey

co
un
ti
es
. 
A
 f

ut
ur
e 

st
ud
y 

wi
ll
 i

de
nt
if
y 

th
e 

ty
pe
s 
an
d 

ki
nd
s 
of
 f
ac
il
it
ie
s 
ne
ed
ed
 t
o 

se
rv
ic
e 
th
e 
ma
rk
et
in
g 
ne
ed
s 
of
 g
ra
in
 a
nd

so
yb
ea
n 

pr
od
uc
er
s.

De
ve
lo
pm
en
t 
o
f
 n
e
w
 e

nt
er
pr
is
es
 a
nd
 o
pp
or
tu
ni
ti
es
 f
or
 t
he
 r
ur
al
 p
oo
r 

wi
ll
 b
e 
em
ph
as
iz
ed
 i
n 
a 
co
nt
in
ui
ng
 a
tt
ac
k 
o
n

ru
ra
l 

po
ve
rt
y.
 L
o
w
 
in
co
me
 i

n 
th
e 

ru
ra
l 
ar
ea
s 
of
 t
he
 T
en
ne
ss
ee
 V

al
le
y 

is
 m
o
r
e
 p

re
va
le
nt
 t
ha
n 

in
 u
rb
an
 c

en
te
rs
 a
nd
 i

n 
m
a
n
y

ot
he
r 

ru
ra
l 

ar
ea
s 
of
 t
he
 
U.
S.
 F
o
r
 m
a
n
y
 f
ar
m 

fa
mi
li
es
 a

ge
, 
ed
uc
at
io
na
l 

le
ve
l,
 a
nd
 l

ac
k 
of
 s
ki
ll
s 
m
a
k
e
 a
 t

ra
ns
fe
r 
to
 n
on
fa
rm

e
m
p
l
o
y
m
e
n
t
 i

mp
os
si
bl
e.
 M
a
n
y
 o
f 

th
es
e 

fa
mi
li
es
 l

ac
k 

th
e 

re
so
ur
ce
s 
to
 b
e
c
o
m
e
 s

uc
ce
ss
fu
l 
fa

rm
er

s,
 y
et
 f
ar
m 

in
co
me
 c
an
 b
e

in
cr
ea
se
d 

su
bs
ta
nt
ia
ll
y 
th
ro
ug
h 
im
pr
ov
ed
 
pr
od
uc
ti
on
 
an
d 

ma
rk
et
in
g 
of
 h
ig
h-
in
co
me
 a

gr
ic
ul
tu
ra
l 
en
te
rp
ri
se
s 
o
n
 e

xi
st
in
g 
la
nd
.

Me
th
od
s 
fo
r 

st
ar
ti
ng
 s
uc
h 

ac
ti
vi
ti
es
 w
er
e 

de
li
ne
at
ed
 i

n 
a 
wo
rk
sh
op
 o
n
 "
M
e
t
h
o
d
s
 o
f 
Wo
rk
in
g 
wi
th
 L
im
it
ed
 R
es
ou
rc
e 
Fa
rm
er
s"

sp
on
so
re
d 
b
y
 T
V
A
,
 t
he
 1
4
 l
an
d-
gr
an
t 

in
st
it
ut
io
ns
 i
n 
th
e 
re
gi
on
, 
Tu
sk
eg
ee
 I
ns
ti
tu
te
, 
an
d 
U
S
D
A
.
 T
hi
s 
n
e
w
 p
ro
gr
am
 a

ct
iv
it
y 
wi
ll

em
ph
as
iz
e 

ed
uc
at
io
n 

an
d 

pr
ov
id
e 

tr
ai
ni
ng
 
in

 
op
po
rt
un
it
ie
s 

to
 
in
cr
ea
se
 
te
ch
ni
ca
l 

sk
il
ls
 
re

la
te

d 
to
 
pr
od
uc
ti
on
 
of
 s

el
ec
te
d

co
a

ag
ri
cu
lt
ur
al
 e
nt
er
pr
is
es
. 

(
3
)

Te
nn
es
se
e 

Va
ll
ey
 
ru
ra
l 

li
fe
 
co
nf
er
en
ce
s 

in
vo
lv
in
g 

ag
ri
bu
si
ne
ss
 l

ea
de
rs
, 
fa
rm
er
s,
 b
an
ke
rs
, 
an
d 

ot
he
r 
c
o
m
m
u
n
i
t
y

le
ad

er
s 
pr
om
ot
e 
a 

be
tt
er
 u
nd
er
st
an
di
ng
 o
f 
fa
rm
 a
nd
 a

gr
ib
us
in
es
s 
pr
ob
le
ms
 a
nd
 o

pp
or
tu
ni
ti
es
 i
n 
th
e 
Va
ll
ey
 r
eg
io
n 
an
d 

pr
ov
id
e

fo
r 
ex
ch
an
ge
 o
f 
in
fo
rm
at
io
n 
an
d 
id
ea
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 p
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 c
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 f
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 c
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re
as
, 
st
ri
p 
hi
gh
wa
y 

co
ng
es
ti
on
, 
or
 l
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 c
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 b
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 f
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 p
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at
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 b
ar
ge
, 
hi
gh
wa
y 

ac
ce
ss
, 
et
c.
) 
wh
ic
h 
pr
ov
id
es
 t
he
 p
ot
en
ti
al
 f
or
 c
re
at
in
g 
a 
ma
jo
r 
re
gi
on
al
 c
en
te
r 
fo
r 
so
ci
oe
co
no
mi
c

gr
ow
th
. 
A
 
n
e
w
 
c
o
m
m
u
n
i
t
y
 
ca
ll
ed
 
Ti
mb
er
la
ke
 

is
 
be
in
g 

pl
an
ne
d 

as
 
an
 
in
te
gr
at
ed
 
id
ea
l 

li
vi
ng
, 
wo
rk
in
g,
 a
nd
 
re
cr
ea
ti
on

en
vi
ro
nm
en
t 
to
 a
ch
ie
ve
 r
ea
li
za
ti
on
 o
f 
th
is
 p
ot
en
ti
al
 a
nd
 t
o 
pr
ev
en
t 
an
y 
fu
rt
he
r 
lo
ng
-r
un
 d
et
er
io
ra
ti
on
 o
f 
th
e 
en
vi
ro
nm
en
t.

In
 f

is
ca
l 
ye
ar
 1
97
5 
st
ud
ie
s 
wi
ll
 b
e 
un
de
r 
w
a
y
 t
o 
es
ta
bl
is
h 
de
ve
lo
pm
en
t 
st
an
da
rd
s 
an
d 

gu
id
el
in
es
 a
nd
 e
nv
ir
on
me
nt
al

qu
al
it
y 

st
an
da
rd
s.
 
Sp
ec
if
ic
 
pu
bl
ic
-p
ri
va
te
 
ro
le
s 

wi
ll
 
be
 
id
en
ti
fi
ed
, 

cr
it
er
ia
 
fo
r 
n
e
w-
to
wn
 
go
ve
rn
me
nt
al
 
re
la
ti
on
sh
ip
s,
 a
nd

re
qu
ir
em
en
ts
 f
or
 n
e
w
 c
o
m
m
u
n
i
t
y
 s
er
vi
ce
s 
wi
ll
 b
e 
es
ta
bl
is
he
d.

T
h
e
 
ge
ne
ra
l 

de
ve
lo
pm
en
t 

co
nc
ep
t 

an
ti
ci
pa
te
s 
a 

jo
in
t 

ar
ra
ng
em
en
t 
b
y
 T
V
A
 
an
d 

a 
pr
iv
at
e 
"m
as
te
r"
 d
ev
el
op
er

wh
er
eb
y 
ea
ch
 w
ou
ld
 
ha
ve
 a
 m
aj
or
 r
ol
e 
in
 p
la
nn
in
g,
 d
ev
el
op
in
g,
 a
nd
 m
an
ag
in
g 
th
e 
n
e
w
 c
o
m
m
u
n
i
t
y
 o
ve
r 
a 
2
0-
ye
ar
 d
ev
el
op
me
nt

pe
ri
od
. 
T
h
e
 
pr
oj
ec
te
d 

de
ve
lo
pm
en
t 

pr
og
ra
m 

id
en
ti
fi
ed
 
fo
r 

Ti
mb
er
la
ke
 
in
di
ca
te
s 

th
at
 
at
 
th
e 

en
d 

of
 2
0
 
ye
ar
s 

th
e 
n
e
w

c
o
m
m
u
n
i
t
y
 w

il
l 
ha
ve
 a
 p

op
ul
at
io
n 
of
 3
2,
00
0,
 h
av
e 

pr
ov
id
ed
 a
bo
ut
 1
0,
00
0 
ho
us
in
g 

un
it
s 
o
f
 a
ll
 t
yp
es
 a
nd
 p
ri
ce
s,
 a
nd
 f
os
te
re
d

16
,0
00
 r
eg
io
na
l 
jo
b 
op
po
rt
un
it
ie
s.



A
s
 a
 p

ar
t 
of

 i
ts

 m
aj

or
 p
ro

gr
am

 a
ct

iv
it

ie
s,

 T
V
A
 h

as
 a
n 

oc
cu
pa
ti
on
al
 h
ea

lt
h 
pr

og
ra

m 
wh

ic
h 
pr

ov
id

es
 a
 b
ro

ad
 r
an
ge

o
f
 e
mp
lo
ye
e 

he
al

th
 s

er
vi
ce
s.
 T
ec

hn
ol

og
ic

al
 a
id

s 
to

 m
ed

ic
al

 p
ra

ct
ic

e 
ha
ve
 b
ee

n 
ad

ap
te

d 
to

 t
hi

s 
pr

og
ra

m 
as
 a
 m
e
a
n
s
 o
f 
ex
te
nd
in
g

qu
al
it
y 

he
al
th
 s

er
vi

ce
s 
to

 e
mp
lo
ye
es
 a
t 
re

mo
te

 w
o
r
k
 l

oc
at
io
ns
. 
M
a
n
y
 c
om

po
ne

nt
s 
of

 t
hi
s 
pr

og
ra

m 
ha

ve
 b
ee

n 
fo
un
d 

to
 h
av
e

us
ef
ul
 a
pp

li
ca

ti
on

 i
n 
c
o
m
m
u
n
i
t
y
 h

ea
lt
h 

si
tu

at
io

ns
, 
wi
th
 o
nl

y 
mi
no
r 

ad
ap

ta
ti

on
s.

 T
V
A
 r
ec

og
ni

ze
s 
a 

re
sp
on
si
bi
li
ty
 t
o 
sh
ar
e 
th

e
be

ne
fi

ts
 o
f 

it
s 
he
al
th
 s

er
vi

ce
 c

ap
ab
il
it
ie
s 
wi

th
 t
he
 p

eo
pl
e 
of

 t
he

 r
eg
io
n 
an

d 
th

e 
Na
ti
on
. 
T
o
 m
ee

t 
th

at
 r
es

po
ns

ib
il

it
y 
T
V
A
 h
el
ps

lo
ca

l 
pe
op
le
 t
o 
he
lp
 t
he
ms
el
ve
s 
th

ro
ug

h 
us
e 
of

 t
ec
hn
ol
og
y.

Du
ri

ng
 t

he
 
pa
st
 f
ew
 
ye
ar
s,
 t
he

 
n
u
m
b
e
r
 a
nd
 
ma

gn
it

ud
e 
of

 r
eq

ue
st

s 
fr

om
 
ot
he
r 

re
gi

on
al

 a
nd
 l

oc
al

 a
ge

nc
ie

s 
an
d

or
ga

ni
za

ti
on

s 
an

d 
c
o
m
m
u
n
i
t
y
 
gr

ou
ps

 f
or

 T
V
A
 
as

si
st

an
ce

 i
n 

at
ta

ck
in

g 
he

al
th

 
pr
ob
le
ms
 h
av
e 

in
cr
ea
se
d 

gr
ea

tl
y.

 R
ec

en
t 
an
d

cu
rr

en
t 

co
op

er
at

iv
e 

in
te
ra
ge
nc
y 

pr
oj

ec
ts

 i
n 
wh
ic
h 
T
V
A
 h

as
 b
ee

n 
in
vo
lv
ed
 i

nc
lu

de
 d
em
on
st
ra
ti
on
s 
of

: 
(
1
)
 m
ob

il
e 

he
al
th
 c

ar
e

fa
ci

li
ti

es
 i
n 

ru
ra

l 
ar

ea
s,

 (
2
)
 e
me
rg
en
cy
 m

ed
ic

al
 t
ra

ns
po

rt
at

io
n 
an
d 
eq

ui
pm

en
t,

 (
3
)
 m
ob

il
e 
au

to
ma

te
d 

mu
lt
ip
ha
si
c 
he
al
th
 t
es

ti
ng

,
(
4
)
 r
eg

io
na

l 
me

di
ca

l 
la
bo
ra
to
ry
 a
nd

 a
ut

om
at

ed
 l

ab
or
at
or
y 
sy
st
em
s,
 (
5
)
 c
om
pu
te
ri
ze
d 

el
ec
tr
oc
ar
di
og
ra
ph
y,
 a
nd

 (
6
)
 c
oo
pe
ra
ti
ve

he
al

th
 
ed
uc
at
io
n 

pr
oj
ec
ts
. 
U
p
o
n
 
re

qu
es

t,
 T
V
A
 
ha

s 
al

so
 
pr

ov
id

ed
 
te

ch
ni

ca
l 

as
si

st
an

ce
 
to

 
ot

he
r 

ag
en

ci
es

 i
n 

pl
an

ni
ng

 a
nd

or
ga

ni
zi

ng
 h
ea
lt
h 
se

rv
ic

es
 a
nd

 s
ec
ur
in
g 

fa
ci

li
ti

es
.



L
o
w
e
r
 E
lk

 R
iv

er
 

T
h
e
 
lo
we
r 

po
rt

io
n 

of
 t

he
 
El

k 
Ri

ve
r 

ar
ea
 
in

 
Li
nc
ol
n 

an
d 

Gi
le
s 

co
un

ti
es

, 
Te
nn
es
se
e,
 a
nd
 
Li
me
st
on
e 
Co
un
ty
,

Al
ab
am
a,
 i
s 
a 

ru
ra

l 
ar
ea
 
pr
ed
om
in
at
el
y 

in
 f

ar
ms
 a
nd
 
fo
re
st
s.
 I

t 
is
 t

yp
ic

al
 o
f 
m
a
n
y
 r
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ra
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at
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l 
ec
on
om
ic
 a
nd
 s

oc
ia
l 
be
ne
fi
t 
to

 t
he
 r

eg
io
n.
 T
V
A
 m

an
ag
es
 s
pe
ci
al
 f
ea
tu
re
s 
su

ch
 a
s

th
e 
Of
f-
Ro

ad
 
Ve
hi
cl
e 
(
O
R
V
)
 a
re
a 
an
d 
th
e 
Wr

an
gl

er
s 
C
a
m
p
 f
or
 h
or
se
ba
ck
 r
id
er
s 
an
d 
a 

tr
ai

ls
 s
ys

te
m 

co
ns
is
ti
ng
 o
f 
a 
2
6-

mi
le

 t
ra

il
co

mp
le

x,
 a
 
1
7 -
mi

le
 t

ra
il
, 
an
d 

se
ve
ra
l 

le
ss
er
 t

ra
il

s 
fo
r 

hi
ki

ng
 a
nd
 n

at
ur
e 

wa
lk
s.
 C
oo
pe
ra
ti
ve
 p

ro
gr
am
s 
in

cl
ud

e 
Pr
oj
ec
t 
Ou

tw
ar

d
B
o
u
n
d
 f
or
 d
is

ad
va

nt
ag

ed
 
yo
ut
hs
, 
ca
mp
or
ee
s 
by
 y

ou
th
 o

rg
an
iz
at
io
ns
, 
tr
ee
 p

la
nt
in
gs
, 
an
d 

ot
he
r 
co
ns
er
va
ti
on
 p

ro
je
ct
s 
b
y
 y
ou

th
gr

ou
ps

; 
an
d 

hi
ke
 d
ay

s 
an
d 

cl
ea

nu
p 

da
ys
. 
A
n
 a
nn

ua
l 
re

un
io

n 
of
 f
or
me
r 

re
si
de
nt
s 
of
 t
he

 L
an
d 
Be
tw
ee
n 
T
h
e
 L
ak

es
 a
re
a 

at
tr
ac
ts

u
p
 t
o 
2,
00
0 
pe
rs
on
s.

A
 w

or
k-

st
ud

y 
pr

og
ra

m 
is
 c
on

du
ct

ed
 f

or
 c

ol
le
ge
 l

ev
el

 s
tu
de
nt
s 
ta
ki
ng
 r

ec
re
at
io
n 

re
la
te
d 

co
ur
se
s.
 T
h
e
 s
tu

de
nt

s 
ar

e
as
si
gn
ed
 t

o 
L
a
n
d
 B
et
we
en
 T
h
e
 L
ak

es
 u
nd
er
 a
n 
ag

re
em

en
t 
be
tw
ee
n 
T
V
A
 a
nd
 s
po
ns
or
in
g 
co

ll
eg

es
 a
nd
 u

ni
ve

rs
it

ie
s 
wh
ic
h 

pr
ov

id
e

th
at
 t

he
 s

tu
de
nt
s 

ar
e 

el
ig
ib
le
 f

or
 a
ca
de
mi
c 

cr
ed
it
 d

ur
in
g 

th
e 
e
m
p
l
o
y
m
e
n
t
 p
er
io
d 
of
 1
2
 t
o 
1
4
 w
ee

ks
. 
Du
ri
ng
 t
he
 s
u
m
m
e
r
 o
f

19
73
, 
se
ve
nt
ee
n 
st
ud
en
ts
 f
ro

m 
1
2
 u
ni

ve
rs

it
ie

s 
pa

rt
ic

ip
at

ed
 i
n 
th
e 
pr

og
ra

m.

CA
D

t\
D



Su
pp
or
ti
ng
 O
pe

ra
ti

on
s 

($
84
6,
00
0)

Su
pp
or
ti
ng
 
op
er
at
io
ns
 i

nc
lu
de
 
di
ve
rs
e 

ac
ti
vi
ti
es
 
as
so
ci
at
ed
wi
th
 
bo

th
 t

he
 c

on
se
rv
at
io
n 
an
d 

ed
uc
at
io
n 
an
d 

th
e

re
cr
ea
ti
on
 p
ro

gr
am

s.
 M
aj

or
 a
ct

iv
it

ie
s 
in
cl
ud
e:

—A
dm
in
is
tr
at
io
n 
an
d 
re

ce
pt

io
n.
 T
h
e
 f
ie

ld
 o
ff
ic
e 
fo
r 
th
e 
de
mo
ns
tr
at
io
n 

is
 l
oc
at
ed
 a
t 
th
e 
ge
og
ra
ph
ic
 c
en
te
r 
of

 t
he

ar
ea
 a
dj
ac
en
t 
to
 U

.S
. 
Hi
gh
wa
y 
68
. 
T
h
e
 p
re
se
nt
 b
as
e,
 h
ou

se
d 

in
 m
ob
il
e 

tr
ai
le
rs
 a
nd
 o
th

er
 t
em
po
ra
ry
 s
tr
uc
tu
re
s,

wi
ll
 
be
 
re
mo
ve
d 

w
h
e
n
 a
 
pe

rm
an
en
t 

of
fi
ce
 b

ui
ld
in
g 

is
 c
om
pl
et
ed
 
in
 
fi
sc
al
 y

ea
r 

19
75
. 
T
h
e
 
ma
in
 r

ec
ep
ti
on

st
at
io
n 
fo
r 

vi
si
to
rs
 i
s 
al
so
 l
oc
at
ed
 i
n 
th
e 
co
mp
le
x.
 O
ve
r 
44
,0
00
 v
is

it
or

s 
we
re
 r
ec
ei
ve
d 
in

 f
is
ca
l 
ye
ar
 1
97
3 
at
 t
hi
s

st
at

io
n.

 P
en

di
ng

 t
he
 r
el
oc
at
io
n,
 s
pe
ci
al
 s
af
et
y 

pr
ec
au
ti
on
s 
ar

e 
re
qu
ir
ed
 t
o 
pr
ot
ec
t 
em
pl
oy
ee
s 
an
d 

vi
si
to
rs
 f
ro
m

th
e 
ha
za
rd
s 
of

 c
on

ge
st

ed
 h
ig

hw
ay

 t
ra
ff
ic
 a
nd
 s
ub
st
an
da
rd
 s
tr
uc
tu
re
s.

T
o
 a

ss
is
t 
vi
si
to
rs
 e
nt

er
in

g 
La
nd
 B
et
we
en
 T
h
e
 L
ak
es
 a
t 
th
e 
no

rt
h 
an
d 
so
ut
h,
 t
em

po
ra

ry
 i
nf
or
ma
ti
on
 b
oo

th
s 
ar

e

m
a
n
n
e
d
 d

ur
in
g 

pe
ri

od
s 
of
 h
ea
vy
 v

is
it
at
io
n.
 A
 p
er

ma
ne

nt
 e
nt

ra
nc

e 
co

nt
ro

l 
fa
ci
li
ty
 a
t 
th
e 
no

rt
h 
en

tr
an

ce
, 
to
 b
e

co
mp

le
te

d 
in

 1
97
5,
 w
il

l 
fi
ll
 a
 r

ea
l 
ne

ed
 a

t 
th
e 
po
in
t 
wh

er
e 
ne

ar
ly

 h
al
f 
of
 a
ll
 v
is

it
or

s 
en

te
r 
La
nd
 B
et
we
en
 T
h
e

La
ke
s.

—M
ai

nt
en

an
ce

 a
nd
 a
dd
it
io
ns
. 
Th
is
 a
ct
iv
it
y 
pr
ov
id
es
 m
ai

nt
en

an
ce

 a
nd
 r
ep

ai
r 
se

rv
ic

es
 f
or
 r
oa
ds
, 
gr

ou
nd

s 
an
d 
ot
he
r

su
pp
or
t 

fa
ci
li
ti
es
; 
gr
ou
nd
s 

de
ve
lo
pm
en
t 
an
d 

be
au
ti
fi
ca
ti
on
, 
su
pe
rv
is
io
n 
o
f
 p
ro
je
ct
 a

dd
it

io
ns

, 
ap

pl
ic

at
io

n 
of

ve
ct

or
 c
on

tr
ol

 m
ea

su
re

s,
 s
it

e 
pl

an
ni

ng
, 
an
d 
de
ve
lo
pm
en
t 
of
 p
la

ns
 f
or
 g
en
er
al
 b
et
te
rm
en
ts
 t
o 
pr
oj
ec
t 

fa
ci
li
ti
es
.

A
 m
aj
or
 f
un
ct
io
n 

is
 t
he
 u
pk

ee
p 
of
 r
oa
ds
 a
nd
 t

ra
il

s.
 T
h
e
 r
oa
d 
sy
st
em
 r
ec
ei
vi
ng
 r
eg
ul
ar
 m
ai
nt
en
an
ce
 t
ot
al
s 
4
2
0

mi
le

s,
 c
on
si
st
in
g 
of

 9
5
 m

il
es
 o
f
 h
ar
d 

su
rf
ac
e 
ro
ad
s,
 2
9
0
 m
il
es
 o
f 
gr

av
el

 s
ur
fa
ce
 s
ec
on
da
ry
 r
oa
ds
, 
an
d 
3
5
 m
il
es

of
 f
ir

e 
tr
ai
ls
. 
Co

ns
tr

uc
ti

ve
 m
ai
nt
en
an
ce
 i

s 
be
in
g 
ap
pl
ie
d 
to
 u
pg

ra
de

 m
os

t 
of

 t
he
 s
ec
on
da
ry
 r
oa

ds
 t
o 
m
a
k
e
 t
he

m

ad
eq
ua
te
 f
or
 r
ec

re
at

io
n 
ve
hi
cu
la
r 

tr
af
fi
c.
 A
ll
 r
oa
ds
 w
hi

ch
 s
er
ve
 v
is
it
or
 u
se

 r
eq
ui
re
 a
de
qu
at
e 
si
gn
s 
fo
r 
di
re
ct
io
na
l

an
d 
in
fo
rm
at
io
na
l 
pu

rp
os

es
.

—O
th
er
 
ma
in
te
na
nc
e 

ac
ti

vi
ti

es
- 
in
cl
ud
e 
(
1
)
 e
li
mi
na
ti
on
 o

f 
ha
za
rd
s 
su
ch
 a

s 
op

en
 
we
ll
s 
an
d 

ci
st
er
ns
, 
ol

d 
wi

re

fe
nc

es
, 
an
d 

de
ad
 
an
d 
d
o
w
n
 
tr

ee
s 

in
 
pu
bl
ic
-u
se
 a

re
as
 f
or
 p

ro
te
ct
io
n 
of
 p
er
so
ns
 a
nd
 w

il
dl
if
e 
in
 t
he
 a
re

a;
 (
2
)

cl
ea
nu
p 
of
 d
ri

ft
 a
nd
 f

lo
ta
ge
 a
t 
he

av
y 

us
e 

po
in
ts
 a
lo

ng
 t
he
 3
0
0
 m
il
es
 o
f 
sh
or
el
in
e;
 a
nd
 (
3
)
 o
pe
ra
ti
on
 o
f 
sh
op
s,

wa
re
ho
us
in
g,
 a
nd
 
ma
in
te
na
nc
e 

ba
se
s 

fo
r 

th
e 

up
ke
ep
 
of

 g
ro

un
ds

, 
bu
il
di
ng
s,
 a
nd
 
eq
ui
pm
en
t 

an
d 

fo
r 

th
e

co
ns
tr
uc
ti
on
 o
f 
ad
di
ti
on
s.

—P
ro
pe
rt
y 

pr
ot
ec
ti
on
 a
nd
 s

er
vi
ce
s 
to
 v

is
it

or
s.
 A
 w
el
l-
tr
ai
ne
d,
 u
ni
fo
rm
ed
 p

at
ro
l 
fo

rc
e 

is
 e
ss
en
ti
al
 f
or
 t
he
 s
ec

ur
it

y

of
 v

is
it
or
s 
an
d 

of
 t

he
ir
 
pr

op
er

ty
. 
Th

ey
 p

ro
vi
de
 s
er
vi
ce
s 
to

 v
is
it
or
s,
 p
ro
te
ct
 g
ov
er
nm
en
t 

pr
op
er
ty
 f
ro

m 
th

ef
t

an
d 

va
nd
al
is
m,
 e

nf
or
ce
 
g
a
m
e
 
la
ws
, 
an
d 

re
sp
on
d 

to
 
em
er
ge
nc
y 

si
tu
at
io
ns
 o
n
 l

an
d 

or
 w

at
er

. 
Co
ll
ab
or
at
iv
e

re
la
ti
on
sh
ip
s 
ar
e 
ma
in
ta
in
ed
 w
it
h 
ot
he
r 
la
w 
an
d 
co
ns
er
va
ti
on
 o
ff

ic
er

s 
at
 l
oc
al
, 
st
at
e,
 a
nd
 F
ed
er
al
 l
ev
el
s.
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Fe
rt
il
iz
er
 a
nd
 m
un
it
io
ns
 d
ev
el
op
me
nt
 i
s 
a 
na

ti
on

wi
de

 p
ro

gr
am

 w
it

h 
th

es
e 
br
oa
d 

ob
je
ct
iv
es
:

•
 T
o
 d

ev
el

op
 
n
e
w
 
an
d 

im
pr
ov
ed
 f

er
ti
li
ze
rs
 a
nd

 p
ro

ce
ss

es
 f
or
 t
he
ir
 m
an

uf
ac

tu
re

 a
nd

 u
se
 i
n 
or
de
r 
to

 i
nc
re
as
e

th
ei

r 
ef
fe
ct
iv
en
es
s 
an
d 
to

 l
ow
er
 t
he

ir
 c
os
t 
to

 t
he
 f
ar
me
r;
 a
nd

•
 T
o
 d
em
on
st
ra
te
 t
he

 v
al

ue
 o
f
 i
mp

ro
ve

d 
me
th
od
s 
of

 u
si

ng
 f
er
ti
li
ze
rs
.

T
h
e
 u
lt
im
at
e 
go
al
 i

s 
to

 h
el
p 
th

e 
Am

er
ic

an
 f
ar

me
r 
pr

od
uc

e 
ad

eq
ua

te
 l
ow

-c
os

t 
fo

od
 a
nd
 f
ib

er
 f
or
 t
he
 N
at

io
n 
wh
il
e 
at

 t
he
 s
a
m
e

ti
me

 
en
jo
yi
ng
 
an
 
ad

eq
ua

te
 i
nc
om
e 

fo
r 

hi
ms
el
f.
 T
h
e
 
pr

og
ra

m 
pr

om
ot

es
 a
 m
o
r
e
 e

ff
ic

ie
nt

 c
om

me
rc

ia
l 

fe
rt
il
iz
er
 i
nd
us
tr
y 
b
y

ma
ki
ng
 n
e
w
 t
ec

hn
ol

og
y 

av
ai

la
bl

e.
 I
t 
en

co
ur

ag
es

 e
nv
ir
on
me
nt
al
 c
on

se
rv

at
io

n 
an

d 
en

ha
nc

em
en

t 
th

ro
ug

h 
im
pr
ov
ed
 m
an
uf
ac
tu
ri
ng

an
d 

ag
ri

cu
lt

ur
al

 p
ra

ct
ic

es
. 
T
V
A
'
s
 c
he
mi
ca
l 
re
se
ar
ch
, 
de
ve
lo
pm
en
t,
 a
nd

 p
ro
du
ct
io
n 

fa
ci

li
ti

es
 a
nd
 s

ta
ff

 a
re

 a
va

il
ab

le
 t
o 

ai
d 
th
e

De
pa

rt
me

nt
 o
f 
De
fe
ns
e 
in

 t
im
es
 o
f 
wa

r 
or
 n
at
io
na
l 
em

er
ge

nc
y.

T
h
e
 f

er
ti
li
ze
r 
an

d 
mu
ni
ti
on
s 
de
ve
lo
pm
en
t 
pr

og
ra

m 
in

di
re

ct
ly

 c
on

tr
ib

ut
es

 t
o 
ot
he
r 

na
ti
on
al
 o

bj
ec
ti
ve
s.
 I
t 
be

ne
fi

ts
th

e 
sm

al
l 

bu
si
ne
ss
 s
eg

me
nt

 o
f 
th
e 

fe
rt

il
iz

er
 i
nd
us
tr
y 
b
y
 g

iv
in

g 
it

 r
ea
dy
 a

cc
es

s 
to

 a
dv
an
ce
d 

te
ch

no
lo

gy
. 
Ag

ri
cu

lt
ur

al
. 
ex
po
rt
s

m
a
d
e
 
po

ss
ib

le
 
b
y
 
m
o
r
e
 e

ff
ic
ie
nt
 f

er
ti

li
ze

r 
us

e 
im

pr
ov

e 
th

e 
Na

ti
on

's
 b
al

an
ce

 o
f
 i
nt

er
na

ti
on

al
 p
ay
me
nt
s.
 T
V
A
 g

iv
es

 t
ec

hn
ic

al
ad

vi
ce

 t
o 

de
ve

lo
pi

ng
 c

ou
nt
ri
es
, 
th

us
 h

el
pi
ng
 t
h
e
m
 
fe

ed
 
th
em
se
lv
es
. 
T
h
e
 r

es
ea

rc
h 
an
d 

de
ve

lo
pm

en
t 

st
af
f 
is
 a
va

il
ab

le
 t
o 

gi
ve

te
ch
ni
ca
l 
he
lp
 i
n 
th

e 
so

lu
ti

on
 o
f
 e
nv
io
rn
me
nt
al
 p
ro
bl
em
s 
as

so
ci

at
ed

 w
it

h 
ch
em
ic
al
 e
mi

ss
io

ns
 t
o 
th

e 
ai

r 
an
d 
to

 w
at
er
.

N
e
w
 
fe

rt
il

iz
er

 
de
ve
lo
pm
en
t 

in
 
th
e 

Un
it

ed
 
St
at
es
, 
in
cl
ud
in
g 

ma
te
ri
al
s 
m
o
r
e
 c

om
pa

ti
bl

e 
wi
th

 t
he

 e
nv
ir
on
me
nt
,

de
pe

nd
s 

al
mo

st
 e

nt
ir
el
y 
o
n
 T
V
A
'
s
 N

at
io

na
l 

Fe
rt
il
iz
er
 D
ev
el
op
me
nt
 C

en
te
r.
 F

er
ti

li
ze

r 
is
 a
 k
ey
 
ma
te
ri
al
 f

or
 t

he
 s

up
po
rt
 o
f

h
u
m
a
n
 l

if
e 
in
 a
 c
ro

wd
ed

 w
or

ld
. 

Fe
rt
il
iz
er
 c
an

 b
e 

su
bs

ti
tu

te
d 

fo
r 
la
nd
, 
la

bo
r,

 a
nd

 c
ap

it
al

, 
an

d 
th

us
 a
ff
or
ds
 o
pe

ra
ti

ng
 e
c
o
n
o
m
y

an
d 

fl
ex

ib
il

it
y.

 U
p
 t
o 
4
5
 p
er
ce
nt
 o
f 
U.
S.
 f
ar
m 
pr
od
uc
ti
on
 g
ai
ns
 i
n 
th
e 
pa

st
 3
0
 y
ea

rs
 h
av

e 
be
en
 d
ue

 t
o 
gr
ea
te
r 
us

e 
of

 f
er

ti
li

ze
rs

.
Du
ri
ng
 
th

e 
s
a
m
e
 
pe

ri
od

, 
ag

ri
cu

lt
ur

al
 
m
a
n
p
o
w
e
r
 
wa
s 

cu
t 

in
 
ha

lf
 a
nd
 
la
nd
 
in

 
cu
lt
iv
at
io
n 

de
cr

ea
se

d 
by

 
11

 
pe

rc
en

t.
 A
s
 a

pe
rc

en
ta

ge
 o
f
 f
am

il
y 
in
co
me
, 
fo

od
 c
os
t 
in
 t
he
 U
.S
. 
is
 l
ow

er
 t
ha
n 
in

 a
ny
 o
th

er
 c
ou
nt
ry
. 
Fe
rt
il
iz
er
 u
se

 i
s 
es
se
nt
ia
l 
to

 m
ai
nt
ai
ni
ng

pl
an

t 
gr

ow
th

 a
nd
 t
hu

s 
in

 r
ed
uc
in
g 
er
os
io
n,
 f
lo

od
in

g,
 s
ed

im
en

ta
ti

on
, 
an

d 
si

lt
at

io
n.

T
h
e
 
fe
rt
il
iz
er
 
pr

og
ra

m 
co

nt
ai

ns
 
t
w
o
 
el

em
en

ts
: 
(
1
)
 r
es
ea
rc
h 

an
d 

de
ve
lo
pm
en
t 

an
d 
(
2
)
 f
er
ti
li
ze
r 

in
tr

od
uc

ti
on

.
Re
se
ar
ch
 a

nd
 
de
ve
lo
pm
en
t 

in
 
th
is
 c
on

te
xt

 i
nc
lu
de
s 

ba
si

c 
ag

ro
no

mi
c 
an
d 

ch
em
ic
al
 r
es

ea
rc

h;
 f
er
ti
li
ze
r 
pr
oc
es
se
s 
re

se
ar

ch
 a
nd

de
ve

lo
pm

en
t;

 a
nd
 s

ul
fu
r 
re

co
ve

ry
 r
es

ea
rc

h,
 s
ul
fu
r 
be

in
g 
a 
ma

jo
r 

fe
rt
il
iz
er
 c
he
mi
ca
l.
 T
h
e
 N
at

io
na

l 
Fe
rt
il
iz
er
 D
ev
el
op
me
nt
 C
en
te
r

in
cl
ud
es
 l
ab
or
at
or
y,
 g
re

en
ho

us
e,

 p
il
ot
-p
la
nt
 f
ac
il
it
ie
s,
 a
nd
 s
em
ic
om
me
rc
ia
l-
sc
al
e 

fe
rt
il
iz
er
 p
ro
du
ct
io
n 

un
it
s.
 L
an
d-
gr
an
t 

un
iv
er
si
ty

ex
pe

ri
me

nt
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 m
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 m
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li
on
 i

n 
fa
ci
li
ti
es
 i
nv
es
tm
en
t 
th
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at
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 c
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 d
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 b
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 c
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 m
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 c
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 r
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ra
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 c
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 p
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at
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 d
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 b
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ro
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 m
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 b
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 c
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ra
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 b
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og
en
 f

er
ti
li
ze
rs
 i
n 
th
e 
ev
en
t 
th
at
 r
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 b
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 c
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ra
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ro
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at
io
ns
 i
n 
th
e 

sp
ri
ng
 l
as
te
d 
th
ro
ug
ho
ut
 t
he
 g
ro
wi
ng
 s
ea
so
n,
 w
he
re
as
 t
w
o
 t
o 
fo
ur
 a
pp
li
ca
ti
on
s 
of

co
nv
en
ti
on
al
 f

er
ti
li
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 c
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 b
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 p
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 d
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at
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 c
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 c
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b
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at
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 b
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ra
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 l
ea
ch
in
g 
sh
ou
ld
 
be
 a
vo
id
ed
. 
S
C
U
 w

il
l 
be
 u
se
fu
l 
in
 b
ul
k 
bl
en
di
ng
 b
ec
au
se
 o
f

it
s 

la
rg
er
 g

ra
nu
le
 s

iz
e 
an
d 

be
ca
us
e 
th
e 

co
at
in
g 

pr
ev
en
ts
 u

nd
es
ir
ab
le
 c
he
mi
ca
l 

re
ac
ti
on
s 
wi
th
 s
uc
h 

ot
he
r 

fe
rt
il
iz
er
 m

at
er
ia
ls
 a
s

tr
ip
le
 
su
pe
rp
ho
sp
ha
te
. 

It
 
ha
s 

gr
ea
te
r 
cr
us
hi
ng
 s
tr
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 c
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 b
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 m
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 p
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 l
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 b
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ci
li
ty
 w

il
l 
co
st
 $
60
0,
00
0 
an
d 
th
e 
su
sp
en
si
on
 f

er
ti
li
ze
r 
ad
di
ti
on
 w

il
l 
re
qu
ir
e 
$3
90
,0
00
. 
Bo
th
 w

il
l 
be

be
gu

n 
an
d 
co
mp
le
te
d 

in
 1
97
4,
 w
hi

ch
 e
xp
la
in
s 
th

e 
hi
gh
er
 e
st
im
at
e 
fo
r 
th

at
 y
ea
r.

Im
pr
ov
em
en
ts
 t

o 
n
e
w
 
pr
od
uc
ti
on
 
fa
ci
li
ti
es
 a
re
 r
eq
ui
re
d 

to
 o
ve
rc
om
e 

pr
ob
le
ms
 a
nd
 t

o 
in
cr
ea
se
 e

ff
ic

ie
nc

y 
du
ri
ng

pr
el
im
in
ar
y 

op
er
at
io
ns
. 
A
n
 
es
ti
ma
te
d 

$1
25
,0
00
 
wi
ll
 
be
 r

eq
ui
re
d 

fo
r 
im
pr
ov
em
en
ts
 i

n 
th

e 
ur
ea
-
a
m
m
o
n
i
u
m
 
ph

os
ph

at
e 

an
d

a
m
m
o
n
i
a
 f

ac
il

it
ie

s.
 O
th
er
 m
in
or
 i
mp
ro
ve
me
nt
s 
an
d 

ad
di
ti
on
s 
ar

e 
ro
ut
in
el
y 
ne
ce
ss
ar
y 
in

 a
 c
om

pl
ex

, 
mu
lt
ip
ro
du
ct
 c
he
mi
ca
l 
pl
an
t

to
 i
mp

ro
ve

 o
pe
ra
ti
ng
 e
ff
ic
ie
nc
y 
an
d 
re
du
ce
 m
ai

nt
en

an
ce

 c
os
t;
 $
50
,0
00
 i
s 
in
cl
ud
ed
 t
o 
al
lo
w 
fo
r 

th
is
.

Ur
ea

, 
Ur
ea
-
A
m
m
o
n
i
u
m
 P
ho
sp
ha
te
 F
ac
il
it
ie
s 

1
9
7
3
 a
ct
ua
l 

$1
,7
93
,6
05

1
9
7
4
 e
st

im
at

e 
79
3,
00
0

1
9
7
5
 e
st

im
at

e

A
 
pr

oj
ec

t 
fo
r 

pr
od
uc
in
g 

ur
ea

 
an
d 

ur
ea
-
a
m
m
o
n
i
u
m
 
ph
os
ph
at
e 

fe
rt
il
iz
er
, 
in
it
ia
te
d 

in
 
19
70
, 

wi
ll
 b
e 
co
mp
le
te
d 

in
fi
sc
al
 y

ea
r 
19
74
, 
fo
ll
ow
in
g 
a 

de
la
y 
of
 s
o
m
e
 f
ou

r 
mo
nt
hs
. 
To
ta
l 
es
ti
ma
te
d 
co
st
 o
f 
th

e 
pr

oj
ec

t 
is
 $
15
,6
58
,0
00
. 
T
h
e
 t
ot

al
 p
ro

je
ct

in
cl
ud
es
 r

ep
la
ce
me
nt
 o
f 
a
m
m
o
n
i
a
 
pr
od
uc
ti
on
 
fa
ci
li
ti
es
 a

nd
 
co
ns
tr
uc
ti
on
 
of
 a
 u

re
a 
so
lu
ti
on
 u

ni
t,
 b
ot
h 
of
 w
hi
ch
 a

re
 n
o
w
 i

n
se

rv
ic

e.
 A
n
 e
xi
st
in
g 
gr
an
ul
ar
 c
om
bi
na
ti
on
 f

er
ti
li
ze
r 
un
it
 i
s 
be

in
g 
mo

di
fi

ed
 a
nd
 n
ec
es
sa
ry
 s
er
vi
ce
 f
ac

il
it

ie
s 
ar

e 
be

in
g 
pr
ov
id
ed
.



Ur
ea
-
a
m
m
o
n
i
u
m
 
ph
os
ph
at
e 
(
U
A
P
)
 is

 a
 h

ig
h-

an
al
ys
is
 h
o
m
o
g
e
n
e
o
u
s
 f

er
ti
li
ze
r,
 n
ot
 n
o
w
 c

om
me
rc
ia
ll
y 

av
ai
la
bl
e,
 f
or

wh
ic
h 
T
V
A
 
de
ve
lo
pe
d 

a 
lo
w-
co
st
 
pr
od
uc
ti
on
 
pr
oc
es
s.
 
It
s 
ag
ro
no
mi
c 

qu
al
it
ie
s 

ar
e 

su
pe
ri
or
 f

or
 
m
a
n
y
 
U.
S.
 c
ro
ps
 a
nd
 
ar
e

ou
ts
ta
nd
in
g 
fo
r 

ri
ce
. 
Fi

rs
t 
pr
od
uc
ti
on
 o
f 
U
A
P
 i
s 
sc
he
du
le
d 
fo
r 

fi
sc
al
 y
ea
r 
19
74
.

Pl
an
t 
Re
pl
ac
em
en
ts
 

1
9
7
3
 a
ct
ua
l

$5
1,
58
4

1
9
7
4
 e
st
im
at
e

97
,0
00

19
75
 e
st
im
at
e

65
,0
00

Th
is
 
es
ti
ma
te
 
is
 
fo
r 

ne
ce
ss
ar
y 

re
pl
ac
em
en
ts
 
wi
th
in
 
th
e 
T
V
A
 
ch
em
ic
al
 
pl
an
t 

wh
ic
h 

ca
nn
ot
 b

e 
id
en
ti
fi
ed
 
an
d

sc
he
du
le
d 

ve
ry
 f

ar
 i
n 
ad
va
nc
e 
of
 t
he
 n

ee
d.
 I
n 
a 
pl
an
t 
th
e 
si
ze
, 
co
mp
le
xi
ty
, 
an
d 
ag
e 
of
 t
he
 T
V
A
 c
he
mi
ca
l 
pl
an
t,
 f
ac
il
it
ie
s 
mu
st

of
te
n 

be
 
re
pl
ac
ed
 
im
me
di
at
el
y 

to
 c

on
ti
nu
e 

op
er
at
io
ns
 o
r 

to
 
pr
ot
ec
t 
em
pl
oy
ee
 
he
al
th
 
an
d 

sa
fe
ty
. 
Em
er
ge
nc
y 

re
pl
ac
em
en
ts

or
di
na
ri
ly
 
ca
nn
ot
 
be
 
an
ti
ci
pa
te
d 

as
 i

nd
iv
id
ua
l 
it
em
s 

bu
t 

ca
n 

be
 b
ud
ge
te
d 
o
n
 t

he
 b

as
is
 o
f 
co
st
 e
xp
er
ie
nc
e.
 A
n
 a
ll
ow
an
ce
 o
f

$6
5,
00
0 

is
 i
nc
lu
de
d 
fo
r 
em
er
ge
nc
y 

pl
an
t 
re
pl
ac
em
en
ts
.

Ge
ne
ra
l 
Eq
ui
pm
en
t,
 D
es
ig
n 
St
ud
ie
s,
 a
nd
 A

dm
in
is
tr
at
iv
e 
Ex
pe
ns
es
 

1
9
7
3
 a
ct
ua
l

$3
13
,2
92

1
9
7
4
 e
st
im
at
e

28
5,
00
0

19
75
 e
st
im
at
e

38
0,
00
0

Th
is
 c

at
eg
or
y 

in
cl
ud
es
 
ma
in
ly
 
co
nt
in
ui
ng
 
ne
ed
s 
fo
r 

un
in
st
al
le
d 
eq
ui
pm
en
t 
an
d 
w
o
r
k
 t

oo
ls

 (
mo
st
ly
 r
ep
la
ce
me
nt
s

an
d 

sp
ar
es
);
 c

he
mi
ca
l 

an
d 

ag
ro
no
mi
c 

re
se
ar
ch
 
la
bo
ra
to
ry
 
eq
ui
pm
en
t;
 t
ra
ns
po
rt
at
io
n 
an
d 

re
ha
bi
li
ta
ti
on
 
of
 s
ur
pl
us
 p

ro
pe
rt
y

tr
an
sf
er
re
d 

to
 
T
V
A
 
at
 
n
o
 c

os
t 
fr
om
 
ot
he
r 

Fe
de
ra
l 

ag
en
ci
es
; 
pr
el
im
in
ar
y 

de
si
gn
 
st
ud
ie
s 

fo
r 

fu
tu
re
 c

he
mi
ca
l 

fa
ci
li
ti
es
; 
an

d

ap
pl
ic
ab
le
 a
dm
in
is
tr
at
iv
e 
an
d 

ge
ne
ra
l 
ex
pe
ns
es
.
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F
E
R
T
I
L
I
Z
E
R
 A
N
D
 M
U
N
I
T
I
O
N
S
 D
E
V
E
L
O
P
M
E
N
T

(O
pe
ra
ti
ng
 E
xp
en
se
s)

Ex
pe
nd
it
ur
es

1
9
7
3

Ac
tu
al

1
9
7
4

Es
ti
ma
te

19
75

Es
ti
ma
te

Fe
rt
il
iz
er
 r
es
ea
rc
h 
an
d 
de
ve
lo
pm
en
t 
 

$5
,4
86
,5
34

$5
,7
61
,0
00

$5
,8
39
,0
00

Fe
rt
il
iz
er
 i
nt
ro
du
ct
io
n 
 

28
,3
99
,8
40

32
,9
59
,0
00

36
,8
81
,0
00

To
ta
l 
 

33
,8
86
,3
74

38
,7
20
,0
00

42
,7
20
,0
00

Fi
na
nc
in
g

Ap
pr
op
ri
at
ed
 f
un
ds
 
 

13
,4
62
,0
17

12
,7
86
,0
00

12
,4
26
,0
00

N
o
n
p
o
w
e
r
 p
ro
ce
ed
s 
 

20
,4
24
,3
57

25
,9
34
,0
00

30
,2
94
,0
00

To
ta
l 
 

33
,8
86
,3
74

38
,7
20
,0
00

42
,7
20
,0
00

I
n
c
o
m
e
 f
ro
m 

pr
og
ra
m 
 

19
,9
56
,8
80

24
,6
37
,0
00

29
,3
64
,0
01
)

F
E
R
T
I
L
I
Z
E
R
 R
E
S
E
A
R
C
H
A
N
D
 D
E
V
E
L
O
P
M
E
N
T

1
9
7
3
 a
ct
ua
l

$5
,4
86
,5
34

1
9
7
4
 e
st
im
at
e

5,
76
1,
00
0

19
75
 e
st
im
at
e

5,
83
9,
00
0

T
h
e
 N

at
io
na
l 

Fe
rt
il
iz
er
 D
ev
el
op
me
nt
 C
en
te
r 

at
 M

us
cl
e 

Sh
oa
ls
, 
Al
ab
am
a,
 i
s 
th
e 
Na
ti
on
's
 m
aj
or
 s
ou
rc
e 
of
 a
dv
an
ce
d

fe
rt
il
iz
er
 
te
ch
no
lo
gy
 
an
d 

is
 
th
e 

wo
rl
d'
s 

pr
in
ci
pa
l 

ce
nt
er
 
fo
r 

fe
rt
il
iz
er
 
re
se
ar
ch
 
an
d 

de
ve
lo
pm
en
t.
 
T
V
A
'
s
 
re
se
ar
ch
 
an
d

de
ve
lo
pm
en
t 

pr
og
ra
m 

is
 
st
ro
ng
ly
 
mi
ss
io
n 

or
ie
nt
ed
, 

in
vo
lv
in
g 

ba
si
c 

an
d 

ap
pl
ie
d 

re
se
ar
ch
 
an
d 

co
nt
in
ue
d 

de
ve
lo
pm
en
t 

of
pr
om
is
in
g 
n
e
w
 
pr
od
uc
ts
 a
nd
 
pr
oc
es
se
s 

in
 
pi
lo
t 

pl
an
ts
. 
Ba
si
c 

re
se
ar
ch
 p

ro
vi
de
s 
th
e 
fu
nd
am
en
ta
l 
kn
ow
le
dg
e 

fo
r 
n
e
w
 a

dv
an
ce
s.

Ap
pl
ie
d 

re
se
ar
ch
 
op
er
at
es
 
o
n
 
k
n
o
w
n
 
fa
ct
s 

an
d 

ca
rr
ie
s 

th
e 

di
sc
ov
er
y 

pr
oc
es
s 

th
ro
ug
h 

la
bo
ra
to
ry

-s
ca
le
 
de
ve
lo
pm
en
t 

an
d

ev
al
ua
ti
on
. 
Sm
al
l 

pi
lo
t 

pl
an
ts
 p

er
mi
t 
th
e 

so
lu
ti
on
 o
f 
s
o
m
e
 p
ro
ce
ss
 a
nd
 e
qu
ip
me
nt
 p
ro
bl
em
s 
an
d 

pr
ov
id
e 
su
ff

ic
ie

nt
 m
at
er
ia
l 
fo
r



in
it
ia
l 
ag
ro
no
mi
c 

ev
al
ua
ti
on
. 
T
V
A
 h

as
 a
 s
pe
ci
al
 i
nt

er
es

t 
in
 t
he
 p

re
se
rv
at
io
n 
of
 a
 q
ua
li
ty
 e
nv
ir
on
me
nt
, 
bo
th
 i
n 
th
e 

vi
ci
ni
ty
 o
f

pl
an
ts
 m

ak
in
g 

fe
rt
il
iz
er
s 
an
d 

in
 t

he
 w

at
er
s 

dr
ai
ni
ng
 f
ro
m 

fi
el
ds
 t
o 

wh
ic
h 

fe
rt
il
iz
er
 h

as
 b
ee
n 

ap
pl
ie
d.
 T
hi
s 
ex
te
nd
s 
to
 s
uc
h

in
ve
st
ig
at
io
ns
 a

s 
to
 w

ha
t 

ha
pp
en
s 

to
 f

er
ti
li
ze
r 

ni
tr
og
en
, 
an
d 

to
 h

ea
vy
 
me
ta
ls
 (
e.
g.
, 
zi
nc
, 
ch
ro
mi
um
, 
le
ad
) 
re
ac
hi
ng
 s

oi
ls
 a
s

co
nt
am
in
an
ts
 i

n 
fe
rt
il
iz
er
s 
an
d 

in
 
or
ga
ni
c 

wa
st
es
, 
to
 
th
e 

up
ta
ke
 o
f
 t
he
se
 m

et
al
s,
 a
nd
 
to
 t

he
ir

 m
o
v
e
m
e
n
t
 i

n 
su
rf
ac
e 
an
d

gr
ou
nd
wa
te
r.
 S
tu
di
es
 a

ls
o 

in
vo
lv
e 
wa
ys
 o
f 

re
co
ve
ri
ng
 s

ul
fu
r,
 a
 r
aw
 m

at
er
ia
l 
in

 t
he
 m
an
uf
ac
tu
re
 o
f 

fe
rt

il
iz
er
, 
fr
om
 i

nd
us
tr
ia
l

em
is
si
on
s 
in
 w
hi
ch
 i
t 
is
 a
 p
ol
lu
ta
nt
.

Th
is
 p
ro
gr
am
 g

en
er
at
es
 a
 w
id
e 

ra
ng
e 
of
 t
ec
hn
ic
al
 a
dv
an
ce
s 
an
d 
in
ve
nt
io
ns
 a
nd
 e
ve
ry
 e
ff
or
t 
is
 m
a
d
e
 t
o 
m
o
v
e
 t
he
m

in
to
 t
he
 e
c
o
n
o
m
y
 r

ap
id
ly
. 
Re
se
ar
ch
 r

es
ul

ts
 a
re
 w

id
el
y 

pu
bl
ic
iz
ed
, 
us
in
g 
a 

va
ri
et
y 
of
 w
ay
s 
to
 o
bt
ai
n 
a 
pa
yo
ff
 t
o 
th
e 
na

ti
on

al

e
c
o
n
o
m
y
 b
y
 t
ra
ns
fe
r 
o
f
 t
ec
hn
ol
og
y 
fr
om
 l

ab
or
at
or
y,
 p
il
ot
 p

la
nt
, 
gr
ee
nh
ou
se
, 
an
d 

fi
el
d 
te
st
 t
o 
co
mm
er
ci
al
 f
er
ti
li
ze
r 
pl
an
ts
 a
nd

op
er
at
in
g 

fa
rm
s.
 
T
V
A
 
pa
te
nt
s 

it
s 

di
sc
ov
er
ie
s 

wh
er
e 

po
ss
ib
le
 
an
d 

is
su
es
 
no
ne
xc
lu
si
ve
 
li
ce
ns
es
 f

or
 
th
ei
r 

us
e.
 A

rt
ic

le
s 

in

pr
of
es
si
on
al
 
an
d 

tr
ad
e 

jo
ur
na
ls
, 

pr
es
en
ta
ti
on
s 

at
 
te
ch
ni
ca
l 

me
et
in
gs
 a
nd
 t

ra
in
in
g 

se
ss
io
ns
, 
an
d 

pu
bl
is
he
d 

re
po
rt
s 
ke
ep
 t

he

in
te
re
st
ed
 p

ub
li
c 
in
fo
rm
ed
. 
Th
ro
ug
h 

co
rr
es
po
nd
en
ce
 a
nd
 i
nf
or
ma
l 

di
sc
us
si
on
s 
T
V
A
 a

ss
is

ts
 t
ec
hn
ic
al
 a
nd
 s
ci
en
ti
fi
c 
in
qu
ir
er
s 

al
l

ov
er
 t
he
 w
or
ld
. 
O
n
-s
it
e 
re

se
ar

ch
 a
nd
 d
ev
el
op
me
nt
 d
em
on
st
ra
ti
on
s 
in
tr
od
uc
e 
n
e
w
 p
ro
du
ct
s 
an
d 

pr
oc
es
se
s.
 F
er
ti
li
ze
r 
in
tr
od
uc
ti
on

th
ro
ug
h 

te
st
s 
an
d 
de
mo
ns
tr
at
io
ns
 o
n
 p
ra
ct
ic
al
 f
ar
ms
 a
nd
 i
n 
co
mm
er
ci
al
 fe

rt
il
iz
er
 p
la
nt
s 
th
ro
ug
ho
ut
 t
he
 c
ou
nt
ry
 s
pr
ea
ds
 t
he
 r
es
ul
ts

of
 T
V
A
 r
es

ea
rc

h 
an
d 
de
ve
lo
pm
en
t 
na
ti
on
wi
de
. Ba
si
c 
Ag
ro
no
mi
c 
an
d 
Ch
em
ic
al
 R
es
ea
rc
h 

19
73
 a
ct
ua
l 

$2
,1
53
,8
11

19
74
 e
st
im
at
e 

2,
42
3,
00
0

19
75
 e
st
im
at
e 

2,
39
3,
00
0

Ba
si
c 
Ag
ro
no
mi
c 
Re
se
ar
ch
 

Ba
si
c 
ag
ro
no
mi
c 

re
se

ar
ch

 i
s 
na
ti
on
al
 i
n 
sc
op
e 
an
d 

is
 c
on
du
ct
ed
 a
t 
bo
th
 t
he
 N
at
io
na
l 
Fe
rt
il
iz
er
 D
ev
el
op
me
nt
 C
en
te
r

an
d 

un
de
r 

co
op
er
at
iv
e 

ar
ra
ng
em
en
ts
 a

t 
th
e 

ag
ri
cu
lt
ur
al
 e
xp
er
im
en
t 

st
at
io
ns
 a

t 
se

le
ct

ed
 l

an
d-
gr
an
t 

un
iv
er
si
ti
es
. 

It
 h

as
 t
he
se

ov
er
al
l 
ob
je
ct
iv
es
:

1.
 
T
o
 o
bt
ai
n 
in
fo
rm
at
io
n 
o
n
 n
ee
ds
 f
or
 n
e
w
 t
yp
es
 o
f 

fe
rt
il
iz
er
s 
an
d 

th
ei

r 
de
si
re
d 

ch
ar
ac
te
ri
st
ic
s.

2.
 
T
o
 e
va
lu
at
e 
n
e
w
 f

er
ti
li
ze
r 
ma
te
ri
al
s 
as
 t
o 

th
ei
r 

av
ai
la
bi
li
ty
 t
o 
cr
op
s,
 r
ea
ct
io
ns
 w
it
h 

so
il
s,
 a
nd
 u
se
s 
fo
r 
wh
ic
h

ad
ap
te
d.
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3.
 
T
o
 s
tu
dy
 t
he
 m
os
t 

ef
fi
ci
en
t 
wa
ys
 t
o 
us
e 

fe
rt
il
iz
er
.

4.
 
T
o
 s
tu
dy
 b
as
ic
 s
oi
l-
pl
an
t-

fe
rt
il
iz
er
 r
el
at
io
ns
hi
ps
.

5.
 
T
o
 i
nv

es
ti

ga
te

 b
as
ic
 p
la

nt
 n
ut
ri
ti
on
 p
ro
bl
em
s.

6.
 
T
o
 s
tu
dy
 t
he

 r
el
at
io
ns
hi
ps
 b
et
we
en
 f

er
ti

li
ze

r 
us

e,
 c
ro
p 

pl
an
ts
, 
an
d 

wa
te
r 
qu
al
it
y.

Du
ri
ng
 f

is
ca
l 
ye
ar
 1
97
5 
em
ph
as
is
 w
il
l 
co
nt
in
ue
 t
o 
be
 p
la
ce
d 
o
n
 r
es
ea
rc
h 
to
 a
ns

we
r 
qu
es
ti
on
s 
th
at
 h
av
e 
be
en
 r
ai
se
d

pu
bl
ic
ly
 o
n
 t
he

 e
ff
ec
t 
of
 f
er

ti
li

ze
r 
us
e 
o
n
 t
he
 e
nv
ir
on
me
nt
, 
a 

re
la
ti
on
sh
ip
 a
bo
ut
 w
hi
ch
 l

it
tl

e 
is
 k
n
o
w
n
.
 C
oo
pe
ra
ti
ve
 s
tu
di
es
 b
y

T
V
A
 a
nd
 t

he
 l

an
d-
gr
an
t 

un
iv
er
si
ti
es
 w

il
l 
ob

ta
in

 s
ou
nd
 r

es
ea
rc
h 
da
ta
 t

o 
de
fi
ne
 t

he
 p

ro
bl
em
, 
an
d 

to
 p

oi
nt

 t
o 
so
lu
ti
on
s 
if
 t
he
y

ar
e 

re
qu

ir
ed

. 
Ex
te
ns
iv
e 

us
e 

wi
ll
 
be
 
m
a
d
e
 o

f 
st
ab
le
 i

so
to
pe
s 
of
 n

it
ro
ge
n 

un
de
r 

fi
el
d 

co
nd
it
io
ns
 t

o 
id
en
ti
fy
 t
he

 p
re
se
nc
e 
of

fe
rt

il
iz

er
 n
it
ro
ge
n 

in
 w

at
er
. 
T
V
A
,
 A
E
C
,
 E
P
A
,
 U
S
D
A
,
 a
nd
 s

el
ec
te
d 

la
nd
-g
ra
nt
 u

ni
ve

rs
it

ie
s 

wi
ll
 c
oo
pe
ra
te
 i
n 

th
es
e 

st
ud
ie
s.
 T
h
e

m
o
v
e
m
e
n
t
 o
f 
to
xi
c 
he
av
y 

me
ta
ls
 i
nt
o 
cr
op
s 
an
d 

wa
te
r 

as
 i
nf
lu
en
ce
d 
by
 f

er
ti
li
za
ti
on
 p

ra
ct

ic
es

 w
il
l 
be
 s
tu
di
ed
. D
ev
el
op
me
nt
 o
f

n
e
w
 c

on
tr

ol
le

d 
re
le
as
e 

fe
rt
il
iz
er
s 
by
 T
V
A
,
 s
uc
h 

as
 s
ul
fu
r-
co
at
ed
 u

re
a,
 c
an
 b
e 
a 
ke
y 
to
 c
on
ti
nu
ed
 h
ig
h 

fe
rt
il
iz
er
 u
se
 w
it
ho
ut
 r
is
k

to
 t
he
 e
nv
ir
on
me
nt
.

La
bo
ra
to
ry
 a
nd
 g

re
en
ho
us
e 

st
ud
ie
s 
ar
e 
co
nd
uc
te
d 

at
 M
us
cl
e 
Sh
oa
ls
 t
o 
de
te
rm
in
e 
fu
nd
am
en
ta
l 

re
la

ti
on

sh
ip

s 
a
m
o
n
g

cr
op
 
re
sp
on
se
, 

nu
tr
ie
nt
 
up
ta
ke
, 
an
d 

fe
rt

il
iz

er
 a

nd
 
so
il
 c

ha
ra
ct
er
is
ti
cs
. 
Th

is
 r

es
ea
rc
h 

is
 c
on
ce
rn
ed
 
wi
th
 m

ic
ro
 a
nd
 s

ec
on
da
ry

nu
tr
ie
nt
s 

as
 
we
ll
 
as
 
wi
th
 
ni
tr
og
en
, 
ph
os
ph
or
us
, 
an
d 

po
ta
sh
. 

Sc
ie
nt
is
ts
 e
ng
ag
ed
 
in

 
ba
si
c 
ag

ro
no

mi
c 

re
se
ar
ch
 
wo
rk
 i

n 
cl
os
e

co
op
er
at
io
n 

wi
th
 c

he
mi
st
s 
an
d 

ch
em
ic
al
 e
ng
in
ee
rs
 e
ng
ag
ed
 i

n 
fe
rt
il
iz
er
 r
es
ea
rc
h 
an
d 
de
ve
lo
pm
en
t 
an
d 

wi
th
 T
V
A
 p

ro
fe
ss
io
na
l

pe
rs
on
ne
l 
in
vo
lv
ed
 i
n 
wa

te
r 
ma
na
ge
me
nt
, 
en
vi
ro
nm
en
ta
l 
re
se
ar
ch
 a
nd
 d
ev
el
op
me
nt
, 
an
d 

fo
re
st
ry
.

So
il
 r

el
at
io
ns
hi
ps
. 
Th
es
e 

li
ne
s 
of
 r
es
ea
rc
h 

wi
ll
 b
e 
fo
ll
ow
ed
 d

ur
in
g 
19
75
: 
(
1
)
 n
it
ro
ge
n 

re
ac
ti
on
s 
in

 s
oi
ls
 a
nd
 t

he
ir

re
la
ti
on
sh
ip
 t
o 

wa
te
r 

qu
al
it
y;
 (
2
)
 h
ea
vy
 m

et
al
s 

in
 s

oi
ls

 a
nd
 t

he
 d
eg

re
e 
to
 w
hi
ch
 t
he
y 
en
te
r 
th
e 
fo
od
 c
ha

in
 a
nd
 w
at
er
 s
up
pl
ie
s;

(
3
)
 f
er

ti
li

ze
r-
so
il
-r
oo
t 
an
d 

nu
tr
ie
nt
 l
os
s 
re
la
ti
on
sh
ip
s;
 (
4
)
 fe

rt
il
iz
er
 u
se
 a
nd
 n

ut
ri
en
t 
en
ri
ch
me
nt
 o
f 
su
rf
ac
e 
an
d 
gr
ou
nd
wa
te
r;
 a
nd

(
5
)
 f
un
da
me
nt
al
 p
ho
sp
ho
ru
s-

so
il

 r
el
at
io
ns
hi
ps
.

Co
op
er
at
iv
e 
wo
rk
 w

il
l 
be
 i

n 
pr
og
re
ss
 a
t 

fi
ve
 t
o 
ei
gh
t 
la
nd
-g
ra
nt
 u
ni
ve
rs
it
y 
ex
pe
ri
me
nt
 s
ta

ti
on

s 
co
nc
er
ne
d 
wi
th
 t
he

m
o
r
e
 f
un

da
me

nt
al

 a
sp
ec
ts
 o
f 

so
il
 f

er
ti
li
ty
 a
nd
 e

nv
ir
on
me
nt
al
 p
ro
bl
em
s 

re
la
te
d 

to
 f

er
ti

li
ze

r 
us
e 
an
d 
te
ch
no
lo
gy
, 
wi
th
 e
mp
ha
si
s

on
 
us
e 
of
 n
it
ro
ge
n 

is
ot
op
es
 a
nd
 o
n
 m
a
n
a
g
e
m
e
n
t
 o
f 

so
il

s 
wi
th
 h

ig
h 
ac
cu
mu
la
ti
on
s 
of
 p
ho
sp
ha
te
s.
 S
el
ec
te
d 

sm
al

l 
wa
te
rs
he
ds
,

ca
li
br
at
ed
 a
nd
 i
ns

tr
um

en
te

d 
fo
r 

pr
ec
is
e 
me
as
ur
em
en
ts
, 

wi
ll
 b
e 
us
ed
 t
o 
de
te
rm
in
e 
re
la
ti
on
sh
ip
s 
be
tw
ee
n 

fe
rt

il
iz

er
 u
se
 a
nd
 w
at
er

qu
al
it
y.



Ba
si

c 
Ch

em
ic

al
 R
es
ea
rc
h 

Ba
si

c 
ch
em
ic
al
 r
es

ea
rc

h 
is

 c
on
du
ct
ed
 t
o 
ob
ta
in
 n
e
w
 k
no

wl
ed

ge
 p
er
ti
ne
nt
 t
o 
th

e 
de
ve
lo
pm
en
t 
of

 f
er
ti
li
ze
r 
pr
oc
es
se
s

an
d 

pr
od
uc
ts
 
in

 
im
me
di
at
e 

pr
ob

le
m 

ar
ea

s 
an
d 

in
 
ar
ea
s 

th
at

 
wi

ll
 s
up
po
rt
 c

on
ti
nu
it
y 
of

 a
dv

an
ce

s 
in
 f

er
ti
li
ze
r 
te
ch
no
lo
gy

co
mm
en
su
ra
te
 w
it

h 
ad

va
nc

es
 i
n 
ot
he
r 

fi
el
ds
.

Ma
jo
r 
re

se
ar

ch
 e
ff
or
ts
 f
or
 
de

ve
lo

pm
en

t 
of

 f
er

ti
li

ze
r 

ma
te
ri
al
s 
an
d 

pr
oc
es
se
s 

wi
ll
 b
e 

in
 s
up
po
rt
 o
f 
th
e 

sh
if
t 
fr

om
el
ec
tr
ic
-f
ur
na
ce
 a
ci
d 
to

 e
co
no
mi
ca
l 
we
t-
pr

oc
es

s 
ph

os
ph

or
ic

 a
ci

d,
 w

it
h 
em

ph
as

is
 o
n
 t
he

 s
ep
ar
at
io
n 
an

d 
ut
il
iz
at
io
n 
o
f
 i
mp
ur
it
ie
s.

Cl
ea

ni
ng

 u
p
 
we

t -
pr

oc
es

s 
ac
id
 
is

 a
 
hi
gh
 
pr
io
ri
ty
 g

oa
l 

re
la
te
d 

to
 t

he
 
pr

ep
ar

at
io

n 
of

 s
ta
bl
e 

li
qu

id
 f

er
ti

li
ze

rs
. 
Me

th
od

s 
wi
ll
 b
e

so
ug

ht
 f
or
 t
he

 p
ro
du
ct
io
n 
of

 c
on

ce
nt

ra
te

d 
so

li
d 
a
m
m
o
n
i
u
m
 p

ol
yp
ho
sp
ha
te
s 

 w
it

h 
ph

ys
ic

al
 p
ro

pe
rt

ie
s 
th
at
 m
a
k
e
 t
h
e
m
 s
ui

ta
bl

e
fo
r 
us
e 
in

 s
ol

id
 f
or

m 
an
d 

so
lu

bi
li

ti
es

 s
ui
ti
ng
 t
h
e
m
 f
or
 u
se

 i
n 
li
qu
id
 p
re
pa
ra
ti
on
s.

Ba
si

c 
st
ud
ie
s 

wi
ll

 
co
nt
in
ue
 
o
n
 
th

e 
co

at
in

g 
o
f
 u

re
a 

wi
th

 
su

lf
ur

. 
Po

ta
ss

iu
m 

ph
os
ph
at
es
 
ha
ve
 
hi

gh
ly

 
de

si
ra

bl
e

pr
op
er
ti
es
 a
s 

li
qu

id
 f

er
ti
li
ze
rs
. 
In
co
rp
or
at
io
n 
of

 t
he

 p
ot
as
si
um
 
wi

th
 p
ho
sp
ha
te
 r
at

he
r 
as
 a
 c
hl
or
id
e 
en

ha
nc

es
 t
he

 s
ol
ub
il
it
y 
an
d

al
lo
ws
 u
se
 o
f 
m
o
r
e
 c
on

ce
nt

ra
te

d 
bu

t 
st
ab
le
 f

er
ti

li
ze

r 
so

lu
ti

on
s.

 A
n
 a
dd
ed
 b

en
ef

it
 i

s 
th

e 
ab
se
nc
e 
o
f
 t
he

 c
hl
or
id
e 
es
pe
ci
al
ly
 o
n

ir
ri
ga
te
d 

fi
el
ds
 w

it
h 

hi
gh
 
ev
ap
or
at
iv
e 

lo
ss
es
. 
St
ud
y 

wi
ll
 b
e 

co
nt

in
ue

d 
o
n
 e

le
ct
ro
ly
ti
c 
pr
od
uc
ti
on
 o
f
 p
ot

as
si

um
 
po
ly
ph
os
ph
at
e 

fe
rt

il
iz

er
 m
at
er
ia
ls
 f
ro

m 
im
pu
re
 p
ot
as
si
um
 c
hl

or
id

e.

Me
as

ur
em

en
ts

 w
il

l 
be
 c
on
ti
nu
ed
 o
n
 t
he

 f
un

da
me

nt
al

 p
hy
si
ca
l 
an

d 
ch
em
ic
al
 p
ro

pe
rt

ie
s 
of

 f
er
ti
li
ze
r 
ma

te
ri

al
s.
 M
e
a
n
s

wi
ll

 b
e 
so

ug
ht

 f
or
 c
on
tr
ol
 o
f 
ef
fl
ue
nt
s 
fr

om
 f

er
ti

li
ze

r 
pr
oc
es
se
s 
of

 p
os

si
bl

e 
ha

za
rd

 t
o 
en

vi
ro

nm
en

ta
l 
qu

al
it

y.
 T
h
e
 b
eh

av
io

r 
an
d

fa
te

 o
f 
fl
ou
ri
ne
 a
nd
 h
ea

vy
 m
et
al
s 
pr

es
en

t 
in
 f
er

ti
li

ze
r 
ra

w 
ma
te
ri
al
s 
wi

ll
 b
e 
in

ve
st

ig
at

ed
.

Fe
rt

il
iz

er
 P
ro
ce
ss
es
 R
es
ea
rc
h 
an
d 
De

ve
lo

pm
en

t 

1
9
7
3
 a
ct

ua
l 

$3
,1

43
,1

56
1
9
7
4
 e
st

im
at

e 
3,
14
1,
00
0

19
75
 e
st

im
at

e 
3,
24
5,
00
0

T
h
e
 o
bj

ec
ti

ve
s 
o
f
 a
pp
li
ed
 r
es

ea
rc

h 
an

d 
pr

oc
es

s 
de
ve
lo
pm
en
t 
w
o
r
k
 a
re

:

I.
 
T
o
 d
ev

el
op

 m
o
r
e
 e
ff

ic
ie

nt
 f
er

ti
li

ze
rs

 a
nd
 m
et
ho
ds
 f
or
 t
he

ir
 m
an
uf
ac
tu
re
.

2.
 
T
o
 e
nc
ou
ra
ge
 a
do
pt
io
n 
of

 t
he
 d
ev
el
op
me
nt
s 
b
y
 i
nd
us
tr
y 
wi
th
 r
es

ul
ta

nt
 s
av

in
g 
to

 t
he
 f
ar
me
r 
an

d 
in
cr
ea
se
d

su
pp

ly
 o
f 
lo

w-
co

st
 f
oo

d 
fo
r 
th
e 
co
ns
um
er
.

CA
D

C.)
-1



3.
 
T
o
 p
ro
du
ce
 n
e
w
 a
nd
 i
mp
ro
ve
d 

fe
rt
il
iz
er
s 
in
 q
ua
nt
it
ie
s 
su
ff
ic
ie
nt
 f
or
 t
es
ti
ng
 o
f 
th
ei
r 
ef
fi
ci
en
cy
 i
n 
gr
ee
nh
ou
se
s

an
d 

fi
el
ds
.

4.
 
T
o
 e

nc
ou
ra
ge
 t

he
 a

do
pt
io
n 
b
y
 i
nd
us
tr
y 
of
 i
mp
ro
ve
d 

ma
nu
fa
ct
ur
in
g 
te
ch
no
lo
gy
 t
ha
t 

le
ss
en
s 
en
vi
ro
nm
en
ta
l

po
ll
ut
io
n.

Ef
fo
rt
 w

il
l 
be
 c
on
ce
nt
ra
te
d 
on
 f
er
ti
li
ze
r 
pr
oc
es
se
s 
th
at
 u

ti
li
ze
 w
et

-p
ro
ce
ss
 p
ho
sp
ho
ri
c 
ac
id
 o
r 
ur
ea
 o
r 
co
mb
in
at
io
ns

o
f
 t
he
 t
w
o
 m

at
er
ia
ls
 b
ec
au
se
 o
f 

th
ei
r 
in
he
re
nt
ly
 f
av
or
ab
le
 e
co
no
mi
cs
. 
Pr
oc
es
se
s 
fo
r 
im
pr
ov
in
g 
th
e 
qu
al
it
y 
of
 w
et

-p
ro
ce
ss
 a
ci
d,

of
 u

re
a,
 a
nd
 o
f 
pr
od
uc
ts
 f
ro
m 
t
h
e
m
 w

il
l 
be
 e
mp
ha
si
ze
d.
 T
hi
s 

wi
ll
 i
nc
lu
de
 p
ro
du
ci
ng
 u

re
a 

fe
rt
il
iz
er
s 
wi
th
 c

on
tr
ol
le
d 

ra
te
s 
of
 

ni
tr
og
en
 r

el
ea
se
. 
Pr
oc
es
si
ng
 m
et
ho
ds
 t

ha
t 

av
oi
d 

po
ll
ut
io
n 

wi
ll
 b

e 
gi
ve
n 

hi
gh
 
pr
io
ri
ty
. 
Co
nt
in
ui
ng
 w
o
r
k
 o
n
 w
et

-p
ro
ce
ss
 a
ci
d 

te
ch
no
lo
gy
 w

il
l 
in
cl
ud
e 
m
e
a
n
s
 o
f 

pu
ri
fi
ca
ti
on
 o
f 
th
e 
ac
id
, 
lo
we
ri
ng
 t
he
 c
os
t.

 o
f 

it
s 
pr
od
uc
ti
on
, 
an
d 
ab
at
in
g 
po
ll
ut
io
n 
as
so
ci
at
ed

wi
th
 i
ts
 p
ro
ce
ss
in
g 
an
d 
us
e.

Ma
jo
r 

pr
oj
ec
ts
 
wi
th
 
we
t-
pr
oc
es
s 
ph
os
ph
or
ic
 a

ci
d 

wi
ll
 i

nc
lu
de
 
pr
od
uc
ti
on
 
of
 b
et
te
r 
qu
al
it
y 
an
d 
lo
we
r 
co
st
 f
lu
id

fe
rt
il
iz
er
s.
 O
n
e
 p
ro
mi
si
ng
 a
pp
ro
ac
h 
fo
r 
pr
od
uc
ti
on
 o
f 
li
qu
id
 f

er
ti
li
ze
rs
 l
ar
ge
ly
 f
re
e 
of
 t
he
 i
mp
ur
it
ie
s 
co
nt
ai
ne
d 

in
 w
et

-p
ro
ce
ss

ac
id
 
in
vo
lv
es
 r

ea
ct
io
n 
of
 m
er
ch
an
t-
gr
ad
e 

ac
id
 
wi
th
 
ur
ea
 t

o 
pr
od
uc
e 

ur
ea
 
ph
os
ph
at
e 

in
 
a 

re
la
ti
ve
ly
 
pu
re
 f
or
m 

su
it
ab
le
 f

or
pr
oc
es
si
ng
 i
nt
o 

cl
ea
r,
 s
ta
bl
e 

fe
rt
il
iz
er
 s
ol
ut
io
ns
 c
on
ta
in
in
g 
po
ly
ph
os
ph
at
es
 w
hi
ch
 e
nh
an
ce
 s
to
ra
ge
 q

ua
li
ti
es
. 
A
 l
ar
ge
 p
il
ot
 p
la
nt

wi
ll
 
be
 
bu
il
t 

to
 
co
nt
in
ue
 
st
ud
ie
s 
of
 t

hi
s 
sy
st
em
. 

Pr
el
im
in
ar
y 

op
er
at
io
n 

of
 d

em
on
st
ra
ti
on

-s
ca
le
 
un
it
s 

fo
r 

pr
od
uc
ti
on
 
of

hi
gh

-a
na
ly
si
s 

su
sp
en
si
on
 
fe
rt
il
iz
er
s 

an
d 

a
m
m
o
n
i
u
m
 
po
ly
ph
os
ph
at
e 

en
ti
re
ly
 
fr
om
 
me
rc
ha
nt

-g
ra
de
 
we
t-
pr
oc
es
s 

ac
id
 
wi
ll
 
be

ca
re
fu
ll
y 
st
ud
ie
d 

fo
r 

po
ss
ib
le
 p

ro
ce
ss
 i
mp
ro
ve
me
nt
s.
 W
o
r
k
 o
n
 p

re
pa
ra
ti
on
 o
f 
ur
ea
-
a
m
m
o
n
i
u
m
 n

it
ra
te
 s
us
pe
ns
io
n 

fe
rt
il
iz
er
 w
il
l

be
 c
on
ti
nu
ed
. Ex
pl
or
at
or
y 

st
ud
ie
s 

wi
ll
 
be
 
st
ar
te
d 
o
n
 
co
nt
ro
ll
ed

-r
el
ea
se
 
N
-K
 
co
mb
in
at
io
n 

pr
od
uc
ts
. 

Su
lf
ur
 
co
at
in
g 
of
 t
he
se

ma
te
ri
al
s 
an
d 

of
 p

ot
as
si
um
 
ch
lo
ri
de
 
wi
ll
 
be
 
ev
al
ua
te
d 

as
 
a 

m
e
a
n
s
 
of
 i

mp
ro
vi
ng
 
ef
fi
ci
en
cy
 
of
 
ut
il
iz
at
io
n 
an
d 

de
cr
ea
si
ng

po
ll
ut
io
n.
 D
ev
el
op
me
nt
 o
f
 l
ow
-c
os
t 

co
at
in
gs
 o
f
 u
re
a 
to
 i
mp
ro
ve
 i

ts
 r
es
is
ta
nc
e 
to
 a
tm
os
ph
er
ic
 m
oi
st
ur
e 
an
d 

it
s 
co
mp
at
ib
il
it
y

wi
th
 
ot
he
r 

ma
te
ri
al
s 

wi
ll
 
be
 
co
nt
in
ue
d.
 P

il
ot
 
st
ud
ie
s 

wi
ll
 
be
 
m
a
d
e
 
of
 t

he
 i

nc
lu
si
on
 
of
 u
re
a 

in
 c

on
ve
nt
io
na
l 

gr
an
ul
at
io
n

fo
rm
ul
at
io
ns
 a
s 
a 
m
e
a
n
s
 o
f 
de
cr
ea
si
ng
 d
us
t 
an
d 
fu
me
. 
St
ud
ie
s 

wi
ll
 b
e 
co
nt
in
ue
d 
of
 m
e
a
n
s
 o
f 
re
du
ci
ng
 t
he
 v
ol
at
il
iz
at
io
n 
lo
ss
es

fr
om
 u
re
a 
ap
pl
ie
d 
to
 t
he
 s
oi
l 
su
rf
ac
e.
 O
n
e
 a
pp
ro
ac
h 
in
vo
lv
es
 i
nc
or
po
ra
ti
on
 o
f 
an
 i
nh
ib
it
or
 a
ga
in
st
 h
yd
ro
ly
si
s.

Us
e 
of
 f

er
ti
li
ze
rs
 t
ag
ge
d 

wi
th
 i
so
to
pe
s 

wi
ll
 b
e 
ex
pa
nd
ed
. 
Ta
gg
ed
 n

it
ro
ge
n 

fe
rt
il
iz
er
s 

wi
ll
 b
e 

us
ed
 f
or
 r
es
ea
rc
h 
o
n

cr
op
 u

ti
li
za
ti
on
 
an
d 

fo
r 

fi
el
d 

re
se
ar
ch
 o
n
 t

he
 e

xt
en
t 
o
f
 f

er
ti
li
ze
r 

ni
tr
og
en
 
tr
an
sp
or
t 
in
to
 s
tr
ea
ms
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INTRODUCTION OF ASSOCIATES

Senator STENNIS. We are glad to have those who are here with you.
I want the record to include the names of these gentlemen. You did
not bring the ladies on your staff with you at this time?
MT. WAGNER. NO, We did not.
Senator STENNIS. We have here today Don McBride, a Director,

in addition to Chairman Wagner; William Jenkins, also a Director;
Lynn Seeber, General Manager; John S. Barron, assistant to the
General Manager, Planning and Budget; Lawrence L. Calvert,
Washington representative; Leon Edward Ellis, Chief of the Budget
Staff; Robert H. Marquis, General Counsel; Lewis B. Nelson,
Manager of Agricultural and Chemical Development; James E.
Watson, Manager of Power; James L. Williams, Jr., Director of
Purchasing.

All right, we are glad to have you gentlemen here and anyone else
who might have come in representing your group. All right, Mr.
Wagner, if you will proceed?

OPENING REMARKS

Mr. WAGNER. Thank you very much, Mr. Chairman.
We welcome the opportunity to come before you again, and I

should say we are particularly pleased with the circumstances and
situation which have brought you back to the committee this year.
We are delighted to have you with us again.
Senator STENNIS. Well thank you very much. I am very fortunate

and very much pleased to be back here.
Mr. WAGNER. We followed your progress with interest and great

satisfaction.
Senator STENNIS. Thank you very much.
Mr. WAGNER. Mr. Chairman, I will briefly cover the points that

are in my statement.
TVA PROGRESS

First of all, I think the TVA region is one area which demonstrates
quite clearly that people can live in a period of economic growth and
economic improvement, and at the same time, have a good environ-
ment.
As you will remember and as you have remarked, 40 years ago,

the Tennessee Valley ,was not an area of good environment. Through
development of the river, the provision of low-cost power, and the
development of forest and land resources, it now is an area which is
in much better condition than it was before.
We are proud of the fact that this past year, for the first time,

we have had new industrial projects in the valley which represent
an investment of more than $1 billion. Now in these times of growth,
I should perhaps emphasize that this is not just for growth's sake or
development's sake, but I think sometimes people lose sight of the
fact that the population of this country is growing still, quite rapidly,
and as these people grow up they need jobs, places to work, sources
of employment and income, and they need new homes and they need
equipment that goes in them, and this is what constitutes growth
and is the kind of growth that we are developing in the valley.
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There are other changes evident, of course. Agriculture is much
improved. It is a land of pastures now, rather than corn and cotton.
Farm incomes are up. The number of people on farms are down. In-
stead, they are working in manufacturing generally, and in trades and
services.

Major floods have largely been controlled in the area. The develop-
ment of the river navigation has added greatly to the economic strength
of the region. Last year we had $329 million of private industrial
development on the waterfront alone, and this also is a new record.
It brings to nearly $24 billion the investment in waterfront industries.
We are proud of the fact, also, that as growth has taken place,

mostly it has taken place in the small towns and in the rural areas, so
that we are not developing centers of industrial slums and industrial
pollution.
The residential situation and the job situation both have been spread

into the rural areas, into the smaller towns, and we think that this is a
good pattern for the future in the whole nation.
As we turn more and more industrial, we must still preserve good

quality living. To help accomplish this goal, we have been working
with Valley institutions and agencies to build new communities and
upgrade the existing towns.

TOWNLIFT PROGRAM

Our Townlift project is a very popular one. Here we furnish ideas
for people and some preliminary notions as to how they might improve
their towns, and they take it from there and go on to improve in
important ways.
As you indicated at the beginning, we do continue to be an important

center of fertilizer research and development. And our National Fertil-
izer Development Center at Muscle Shoals is certainly the most
important one in the Nation, and for that matter, in the entire world.

It has benefited, primarily, the farmers. We have worked through
land grant colleges and with the fertilizer industry. As the develop-
ments we make prove to be useful, the fertilizer industry picks them
up and a great deal of the fertilizer that is produced in this country
is now produced by processes and with patents that were developed
by TVA.
We continue to be concerned about the total environment. We are

concerned with water, with air, with fish and with the water fowl,
qualities of lakes, streams and fields, energy and the economy. Pri-
marily, though, we are working for a quality environment and pros-
perous people and the projects which this Committee and this Congress
have funded for us in the past, and continue to fund, help us to reach
that general goal.
Our appropriation request this year is for $74,600,000. This is one of

the larger requests in recent years, in terms of new money, but the total
obligation will be not significantly larger than in 1974, when it was a
little over $70 million, largely using carryover funds from preceding
years. There are no new starts in our construction program from
appropriated funds this year.
Our primary emphasis is going to be on trying to finish, on more

advantageous schedules than we have been able to in the past, the
projects that we have started.
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We have some overdue projects that are now under construction,
and completing them will save us money at a time when construction
costs are rising, and, of course, will make the benefits available that
much sooner.

TELLICO PROJECT

The Tellico Dam and Reservoir in east Tennessee is one of those
that has been under construction since 1967 and we scheduled it for
closure in April 1970. A suit involving the National Environmental
Policy Act has kept the Tellico project a subject of litigation for
several years.
It was enjoined, but the injunction has now been lifted and the

district court and an appeals court have found in favor of TVA.
If we can have the level of funding that this budget provides for 1975,
and what we plan for 1976, and assuming no additional setbacks, we
expect to close the dam in the winter of 1976 and 1977.

It is important to know, I think, that the dam will add 200 million
kilowatt-hours of clean electric energy annually to our output. It has
other benefits, of course, that are enumerated in the budget document,
and in my statement.

DUCK RIVER PROJECT

Construction of the Duck River project began in 1972. This project
is also the subject of litigation under the National Environmental
Policy Act. A Federal court enjoined further construction of the
project as of March 30, 1974, because of certain inadequacies in TVA's
environmental impact statement, but on April 1, stayed the injunc-
tion until May 4, to give TVA an opportunity to comply fully with
NEPA.

BEAR CREEK PROJECT

Construction of the multipurpose water control project on Bear
Creek in northwest Alabama and northeast Mississippi has. been
under way since 1967. One dam of four has been put in operation and
channel improvement has been completed, affording some benefit for
flood control and recreation. Our present schedule projects completion
of the whole project by the summer of 1978. It will provide flood con-
trol, water supply, recreational opportunities, and area economic
benefits.
Our appropriation, financed operating programs, will require $35,-

200,000 in 1975. These are the programs that we have described to
you before, Mr. Chairman, and they are described fully in the budget
document.
In the interest of saving time, I will not enumerate them here.
Senator STENNIS. Pardon me. What programs were those?
Mr. WAGNER. Those are in agriculture, forestry, and recreation,

our general operating programs—the funds for operating the dams and
reservoirs, water control operations, and malaria control, mosquito
control, that sort of thing.
Senator STENNIS. Well, would you mind covering that, at some

point, in a little more detail?
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TVA POWER PROGRAM

Mr. WAGNER. I would be glad to do that.
Although the TVA power program is not financed by appropriations,

I would like to discuss it briefly in light of the present national and
world energy situation.
Senator STENNIS. Why do you not discuss it fully?
Mr. WAGNER. On balance, TVA as a producer of electric power is in

a better situation than most utilities in the United States. This is
because about 80 percent of our system production comes from coal and
about 20 percent from hydroelectric plants. Therefore, the shortages
in oil and natural gas have not directly and immediately affected our
system's dependability or its operating costs, but we do have some
real problems with coal.

Half of TVA's total system operating cost at present is represented
by the cost of coal. In other words, half of the money that we have to
collect from our distributors for power, goes to pay our coal bill.

INCREASED COAL COSTS

And, despite efforts on our part to encourage restraint, we have
seen the price of coal advance by jolting increments, urged upward by
various factors, including the general inflationary pressures and in-
creasing demand.
In 1969, the coal that we burned cost us about $4.50 a ton, and now it

is costing on the average of about $9 a ton, just double that. And, as
we use up the coal that we bought under old contracts, the rate per
ton goes up with the rising price of new purchases.
For instance, we understand some of our neighboring utilities have

contracted for low-sulphur coal at costs as high as $30 a ton. Just last
week, we bought about 5% million tons of coal, and we paid more than
$13 a ton for it. This is to replace the coal costing about $9 a ton now.
The importance of this is underscored when you recognize that each

dollar per ton increase in the price of coal adds $40 million a year to
our power bill and consequently, $40 million a year to the bills of the
consumers of electric power in the region. So the matter of price is of
considerable concern to us.
Senator STENNIS. Pardon me? How much did you say was added?
Mr. WAGNER. $1 per ton adds $40 million to our cost of the region's

power. So, if $13 should become the average instead of $9 as it is now,
that is $4 a ton, and that is $160 million a year more that would have
to be collected from our power customers. And if it should, God forbid,
go to $30 a ton, as some utilities are paying, the figure becomes astro-
nomical.

It is not only a matter of price, but a matter of supply that concerns
us. Getting new contracts to replace those that expire, is becoming
increasingly difficult. Very few mines are being opened at present,
but there are many new customers as people convert from oil-fired and
gas-fired—oil-fired particularly—to coal-fired plants, the demand has
outrun production and the result is showing up in higher prices for
new purchases.
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Other costs in our power system are rising, too. There are increases
in costs of materials, equipment, and wages, and they are reflected in
greater project costs. As you know, we have had to increase our
wholesale rates, and consequently the retail rates of our distributors
have also increased.
But in spite of that the unit cost of electricity in the TVA area to

the ultimate consumer, is still low. It averages about 1% cents a kilo-
watt hour presently.
Ten years ago it was a little less than 1 cent and the current average

is about the same as it was about 20 years ago. It is, nevertheless,
considerably less than the national average which is around 2Y2 cents.
In spite of these increases, I think there is no other consumer item
that has done so well in the face of inflationary pressures in holding
the line on costs.

ENVIRONMENTAL COSTS

The total cost of environmental quality controls, leaving the matter
of fuel supply for the moment, for projects now in operation or under
construction can hardly be measured at this time, because we are still
debating what needs to be done. But it is clear that it will be very
substantial.

Basic to the solution of energy and environmental problems is a
vigorous program of research and development. And we are active in
that field. For instance, we and the Department of Interior's Office of
Coal Research are cooperating in a project to produce a clean fuel gas
from coal for producing electric power.
We would design, install, and test two or more large coal gasifiers

with desulfurization systems at a TVA powerplant. This would enable
us to investigate and hopefully solve engineering and environmental
problems associated with industrial use of high-sulfur coals. In other
words, how can we burn high-sulfur coals and still meet air quality
standards as the amount of coal that is burned increases in the years
ahead of us.
We will also continue to investigate the possibilities of using

municipal wastes as fuel for large steam-electric plants. We hope
to use our Allen Steam Plant at Memphis working with the city of
Memphis, for prototype tests.
As you perhaps know, the research and development in support

of the liquid metal fast breeder nuclear reactor is underway. We are
building a demonstration plant in conjunction with AEC and the
electrical utility industry.
Now despite the problems which confront the entire energy in-

dustry, we will continue to meet the power demand of the region and
we will do so efficiently. We have our problems, but we are doing our
best to solve them, and we think that we can. We are concerned, as I
think we indicated, with what the increase in the price of fuel will
do to us.

TORNADO DAMAGE

I should say, Mr. Chairman, today while the news is fresh, that we
had extensive tornados in our area just this last week and they
caused the most extensive and substantial damage to our transmission
system that we have ever sustained.
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For instance, we have about 1,500 miles of 500 kV transmission
lines—this is the backbone of our heavy transmission system—and
about one-third of that was knocked out of service.
We had some 58 big steel towers taken down along our 500 kV

system. Extensive damage was also sustained on our 161 kV trans-
mission lines. The last of these tornados struck Wednesday night and
Thursday morning. As an indication of the excellent job that our
power operations people do, we had service restored to all of our
distributors by Thursday night about 7:30.
That does not mean that every consumer had power restored,

because there were many residential situations where distribution
lines were destroyed completely and it was a longer job there, but
nevertheless service came back very quickly.
I think this damage illustrates two points. First of all, when we

make our forecast for each year and for the years ahead as to what our
picture will be in terms of revenues and costs, we must allow a margin,
the law says that we must allow a margin. That margin furnishes
funds to reinvest in the system, but it also serves as a contingency
item.
And, when a tornado like this strikes—we do not know yet what

the damage will be, but it will be many millions of dollars—we must
have the funds to cover it.
The second point illustrated, is the growing problem of a shortage

of construction materials, and particularly steel for transmission line
towers. The steel that we need to rebuild these 58 large towers is
going to take some effort to acquire, to find and to buy.

Following a damaging situation like this, the lines are put back up
on wood poles, with temporary arrangements. That does keep service
intact. But we have to get about the business of restoring the lines
permanently and we are concerned about where we will find the
steel.
Now, Mr. Chairman, that completes what I wanted to say in these

opening remarks. If you would like something further, on our general
expense programs, Mr. Seeber might like to talk about that.
Senator SIENNIS. All right, just a minute.
Commissioner McBride, do you have something to say?

POWER SYSTEM PROBLEMS

Mr. MCBRIDE. Mr. Chairman, we certainly appreciate the oppor-
tunity of coming before you and, as the Chairman said, we are glad to
see you and have you back after your experience.

Senator STENNIS. Thank you, sir.
Mr. MCBRIDE. We have problems in connection with this power

situation, in connection with the accelerated cost of coal and the
scarcity of coal, and the delay that we have encountered in connection
with construction of our atomic plants and so on.
It all creates problems and in spite of that, we are still on top of it.

And, by comparison, we are doing as well or better, than other utilities.
We just appreciate the opportunity of crying on your shoulder a

little bit about some of these problems, because we know that it takes
understanding for us to work together, and I think that is how I would
want to see it this time.
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Senator STENNIS. Well, if I may comment on what you said. Your
last sentence sized it up. Understanding is what you need, gentlemen.
That is what you need. I do not say you are short of it, but once you
understand the purposes of the Tennessee Valley Authority, well,
without flattering you any, the way you and your predecessors over
the years, carried it out as I see it, you have a very bright picture, and a
productive program.
I had, heretofore, had time to work, but I had never had much time

to think until this thing happened to me a little over a year ago. I was
in the hospital about 7 months, and that will give you the time neces-
sary to think things over.
I remember your growth in the 1930's, I am talking about now, and

the development and the trust, just old-fashioned common garden
variety of trust, that you gentlemen have built up in the minds of the
people that know your program, that is a great thing. I commend you
for it.
We need more of it scattered all around. Now, Mr. Jenkins, when

did your term start?
Mr. JENKINS. I took office in December a year ago.
Senator STENNIS. You have served 1 year?
Mr. JENKINS. One year and three or four months.
Senator STENNIS. Well, I missed you last year, where are you from?
Mr. JENKINS. I am from Tennessee.
Senator STENNIS. I am glad to see you and I certainly wish you well.

Is there anything you wish to say at this point?

ENVIRONMENTAL REGULATIONS

Mr. JENKINS. Well, I would like to reiterate what Mr. Wagner and
Mr. McBride said, that we are glad that you are back and well and I
am sorry I missed you last year, my first year at these hearings.
There are some things—when you speak of understanding, that

Mr. McBride touched on a little bit—and the year I have worked for
it, I suppose it has been the worst year as far as TVA is concerned
insofar as we are faced with these problems.

Senator STENNIS. Yes, problems.
Mr. JENKINS. And in some instances, delays and cost overruns

that can be traced back, in some instances, to regulations and controls
that relate to the environment. Problems that sometimes appear to
be a little bit unreasonable. And I think not only in the TVA area—if
we are going to maintain the trust of the people in keeping the utility
rates at levels that can be tolerated in their pocketbook—that we do
need to talk more and more with the Congress about some of the
things that are taking place and about some of the rules and regula-
tions that need to be promulgated.
Senator STENNIS. Well, I think I know what you are hinting at.

If you are going to bring it up at all, you better make it a little stronger
than that. These restrictions you are talking about are environmental
restrictions?
Mr. JENKINS. Yes, sir.
Senator STENNIS. Well, to a degree, that is being reappraised and

reevaluated, without any purpose of destroying the environmental
improvements and I think we were late getting started with the



3797

environmental programs. But we overran ourselves some—in my
opinion—when we did start. It is just like lots of other things, you
know, you get interested in football and you overdo it, maybe.
Mr. WAGNER. Mr. Chairman, if you want me to give you a single

example of this?
Senator STENNIS. Well I wish you would, if Mr. Jenkins is through.

Are you through, sir?
Mr. JENKINS. Yes, sir.
Senator STENNIS. Thank you.

SULFUR DIOXIDE CONTROL

Mr. WAGNER. Now one example is the question of sulfur dioxide
control at coal-burning steamplants. Now the coal in our area, most
of it is high-sulfur coal. There is not enough low-sulfur coal to burn
to meet our needs.
The present requirements for air quality control have an ambient

standard which is the quality of control at ground level, where we
live and breathe and work, and the emissions standard which controls
the amount of sulfur dioxide that can come out of the top of the
stack, regardless of how it gets to the ground and in what shape it
gets to the ground and in what concentration it gets to the ground.
We have felt as far as the air can be maintained as clean as it needs
to be at ground level, this should be enough.
We have developed a system to do that which would cost us $17

million a year to operate. It would cost more than that to install it,
but the annual cost would be $17 million a year and we have tested
this at one of our plants for 4 years and we know it will work, and
work all of the time.
On the other hand, the general pressure now for environmental

reasons is to require that we install wet limestone scrubbers, or some
kind of scrubbers, to take the sulfur dioxide out of the stacks.
Senator STENNIS. That is what they are called? Cleaning up the

coal?
Mr. WAGNER. Cleaning up the stack of gases after you burn it. We

have resisted doing this because we think it is not necessary. First of
all, we think installing scrubbers is not necessary to meet the air
quality standards at ground level, which we think are the important
ones.
In the second place, we are convinced—and we studied this as

thoroughly as anyone in the world, I believe—we are convinced that
satisfactory technology has not been developed so that you know that
the equipment that you put in will work.
And, in the third place, it would be very expensive to do it, too.

Instead of $17 million a year, if we were to put scrubbers on all of
our plants, it would cost us about $225 million a year, which is just
a tremendous addition to our annual costs and to the cost of power
in our area, for equipment that we think first of all is not needed, and
for which we think there is no assurance it would work if it were
installed. So we are resisting that. This is one example, there are
others.
It should be recognized that this is in an area where these plants

have been operating for up to 20 years now with almost no visible
damage.
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We can control sulfur dioxide with this alternate method that we
have. We think this is a waste of funds, and not only that, it is a waste
of natural resources to install scrubbers. A scrubber—people who do
not know what they are, may think all this is a big brush and some
water that you wash the stack gases with—a scrubber is a large
chemical plant in itself that would require tremendous quantities of
steel and other scarce metals and materials; a great input of design
talent and construction effort. These resources could be used for other
things that the Nation needs.
Scrubbers also would require the mining of additional quantities

of coal and limestone and involve problems that go with mining.
Scrubbers also will produce literally mountains of a polluting sludge
which has to be taken care of.
Now let me say, again, that if this had to be done to meet the

quality of air, to provide the quality of air that we need at ground
level, we would say that we have no alternative. But, if we can meet
the ground level quality by other methods, scrubbers constitute a
waste in our judgement':
Now I can give you another example from thermal control, but

this is one of the worst ones and one of the most significant ones.

AIR QUALITY CONTROL

Senator STENNIS. Well, that gets the idea across. Now let me ask
you this and I am not versed in environmental requirements. I get
the idea that you think the requirements are too severe; that there
has been very little damage anyway over the years.
Now who determines, in the first place, what the test shall be?

That is the environmental people?
Mr. WAGNER. The Environmental Protection Agency.
Senator STENNIS. Now, what is the answer? You have got to offset

that, or contradict it? How do you?
Mr. WAGNER. Well we are still debating with them, arguing with

them and trying to persuade them. We believe, Mr. Chairman, that
TVA is a Federal agency. That we are basically a conservation
agency, a power producer only incidentally, and that we are concerned
with the quality of the environment and have been from the beginning
of our operation.
We believe that our area ought to be used as a testing ground, a

demonstration if you will, to find these things out. If we can demon-
strate that, under certain circumstances, you do not need scrubbers,
then it will be useful for the entire country.
Now I would say, quickly, that there may well be situations in this

Nation where emissions standards must be observed, because the
sources are so many and the pollution is so great. But to say that
simply because you must do something in the heart of a large, indus-
trial city, and therefore must do it across the whole country, is a
mistake.
Senator STENNIS. Well, I have had a thought along this line. Our

country is 3,000 miles from shore to shore; 2,000 miles from north
to south, and to see how they could get uniform requirements through-
out the country.
But, as I see it, you do not have any technical way to refute their

findings? You argue, but 
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Mr. WAGNER. We have technical data that we collect from our
system, yes. We have large quantities of it. We have some of the
best air quality information that is available anywhere.
Senator STENNIS. Well, that is fine.
Mr. WAGNER. And we have been gathering it for many years and

we will argue on the basis of facts and data and not opinion.
Senator STENNIS. Well I am glad you have it.
Mr. WAGNER. We may need legislative assistance on this. I think

there are some amendments that have been proposed to the Clean
Air Act now which would help to solve some of these problems.

TVA BOARD SALARIES

Senator STENNIS. Well I am not on the committee that deals with
that problem. All right, let us move along, now to these other
questions.
Well let me ask this, gentlemen. This is a matter of public record,

I am not asking personal questions, now what is the salary—what
is the salary that you gentlemen are allowed? I mean 
Mr. WAGNER. My salary, Mr. Chairman, is $40,000 a year.
Senator STENNIS. As I say, I am not asking a personal question, it

is a matter of public record, just like mine is.
Mr. WAGNER. And the salaries in the entire organization are scaled

below that.
Senator STENNIS. All of you receive the same?
Mr. MCBRIDE. $38,000.
Senator STENNIS. $38,000, all right, I am just trying to get at this

thing.
Have you got some positions up here that are highly important,

for which the salaries are frozen? We are losing some of our best men
and I am just trying to pick up some information where I can about
these salaries.
Now you had a suggestion to make here. We are going to give every-

body time, all right. But let us move right along now. Who did you
call on, when I asked you to wait?
Mr. WAGNER. Well, Mr. Seeber can discuss some of these general

expense items. They are all enumerated in the blue book here and we
can brief them for you if you want, or you can take them from the
book itself.

POWER FINANCING

Senator STENNIS. Well, let us see what our friend here, Mr. Jones
has, and I will ask a few questions anyway so he can be looking into
that part of it and you can too.
You refer to your financing, that is your powerplant money, I call

it, and your generating money and all, is not appropriated like it
was in the old days when we used to fight over that here, 30 days, the
equivalent of 30 days it would be in the committee.
You now finance it with bonds?
Mr. WAGNER. That is right, with bonds and our revenues.
Senator STENNIS. What is your current bond rate or interest rate

on the bonds, those you are issuing now?
Mr. WAGNER. About 8 percent, I believe, the last bonds we sold

were 8.05 and we will sell some more next week, probably in the same
general neighborhood.
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Senator STENNIS. Well, you do not want to predict it will be more,
but as I read the paper, the banks are upping their rates.
Mr. WAGNER. Yes, sir, that is the way it has looked the last few

days.
Senator STENNIS. Now this legislation, when the late Senator Kerr

was here, that has worked out all right, is that correct?
Mr. WAGNER. Yes, sir, that has worked very well, very well.
Senator STENNIS. Do you want to say the word on that? You helped

make it, you might as well condemn it if it hasn't worked right. Do
you want to say a word about it?
Mr. MCBRIDE. Well, actually, we would not have the kind of power

,system we have today if it had not been for that legislation.
Senator STENNIS. Well, as I say, I come right out of that TVA area,

down there in Mississippi where I was once a judge, and all the people
know me personally and I know them and they jumped all over me
about that, requiring they issue on bonds. But I thought it would be
a better system for you in the long run.
Mr. WAGNER. It has given us interest costs that we have to meet,

but we think it is a fair system and without it we would not have been
able to, as Don said, to go to the generating plants that we have now
and that we have underway. You simply cannot be dependent upon
appropriations for that sort of thing.
Mr. MCBRIDE. You know, Senator, when we were writing and

planning this bill, I do not think there was any of us that were working
on it who felt the interest rates that we would have to pay would ever
be above 3 or 33 percent.
Senator STENNIS. That is true.
Mr. MCBRIDE. And the trouble is we are having a rate of interest

that is far in excess of what we thought that we would have. But that
is all right. We are still able to operate better than if we had not had
the legislation.
Senator STENNIS. I do not see how you lived with it, with the in-

terest rates going up and the cost of energy going up.
I am very much concerned about the inflation. It is just destroying

our financial system, our economic system. Values are just getting
all out of proportion. When you get it up, you know, it is hard to get
it down—almost impossible to get it down.
Mr. WAGNER. Well these astronomical increases in the price of coal

that I mentioned earlier are an example of inflation. The interest
rates, also, are an example of inflation.
Our first bonds had a 4,i0 percent interest rate, the maximum was

about 9% percent and it is running about 8 percent now. And when we
are borrowing $400 or $500 million a year, this adds tremendously to
the cost of the power system.
Senator STENNIS. I saw some figures the other day about oil that

Saudi Arabia, for instance, has been getting $3 to $4 billion, I believe,
for their oil.
Now a like amount, according to the estimates now, the same

amount of oil, they will get $60 to $70 billion in 15 years from now,
something like that. Just think what that will do to their economy,
our economy, Western Europe, and everything else. It has been
destroying values.
Mr. MCBRIDE. The balance of payments 
Senator STENNIS. Yes, yes.
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Mr. WAGNER. Mr. Chairman, we have said many times that
electric energy is so valuable to the economy, to the Nation, for our
whole social attitude, to the whole quality of life in this country, that
energy costs, whether you are talking about coal, oil, or electricity or
whatever, must be kept as close to the cost of producing as possible.
This is not a luxury item and I think it is important in controlling
inflation and some of it starts with the basic sources of energy that
really feeds into our whole economy. It is not a luxury item at all,
it is an essential. It is as essential as air and water.

CLEAN COAL

Senator STENNIS. Now I want to ask you one more question about
this coal. I heard a speaker just make the flat statement that we
could clean up this coal and make it a suitable material, you know,
for energy-burning fuel.
Now the way you talk, that is no "oratorese" proposition of cleaning

up coal, so to speak. What do you say on that?
Mr. WAGNER. Well, the situation I was talking about was cleaning

up the stack gases after you burn the coal. An alternative to that is to
synthesize the coal, either to liquify it or to gasify it, and in the
process, you can remove some of the impurities and get a clean fuel.
I mentioned—just barely mentioned—we have a project underway

working with the Office of Coal Research in the Department of the
Interior, to manufacture a low Btu fuel gas that we would burn in
one or two of our units to try this out. And this would give us a clean-
burning fuel and could solve the problems of the air quality control,
in the future.
But the system has not been perfected so you can go and buy one

of these things and fasten it on and in addition it is very expensive.
All the figures that I have seen on clean fuels from coal are in the
neighborhood of $1 to $1.50 per million Btu. By comparison, our coal
cost for the last coal we bought was 60 cents per million Btu, but
5 years ago it was 20 cents a million Btu. So you are talking about
going from 20 cents a million Btu to $1.50.
Now we may have to do it but this, Senator, is one reason we are

relying so heavily in our future planning on nuclear plants. Our fuel
costs are lower and the environmental problems are less.

INDUSTRIAL DEVELOPMENT

Senator STENNIS. We have been over that, some, on this bill.
Now you mention something about river terminals. Go back over

that again.
Mr. WAGNER. On the main stem of the Tennessee River, in 1973,

private interests invested about $329 million in plants and river
terminal facilities there, which was a new record.
These industries, will be creating new industrial jobs and jobs in

related trades and services. The only river terminal in which we
have a direct interest, or a financial interest, currently is the Yellow
Creek project where we are working with local people to develop
terminal facilities, as you know.
Senator STENNIS. Tell me where that is, so we will know.
Mr. WAGNER. This is on Yellow Creek, in northeast Mississippi.
Senator STENNIS. Yes.
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Mr. WAGNER. And it is moving along very well. The railroad is not
quite finished, to serve it, because of the steel shortage, but the
port and its industrial sites are receiving great interest in the industrial
and the shipping world.
The port authority has reached agreement in principle on the loca-

tion of two wood products manufacturing plants with the handling
and storage of 30,000 to 40,000 tons of wood products a year at this
point.
The existing firms in the area indicate that inbound steel movements

through the port will reach 30,000 tons in the first year—now that
should be probably in 1975 or 1976 at the latest—and, outbound
steel pipe shipments will reach 3,000 to 4,000 tons. There are negotiations
now going on with a chemical company for space at the port for
storage and distribution. The port authority—this is the State port
authority—is working with a number of other prospects. This is a
valuable addition to that area.
Senator STENNIS. All right, I want to bring that up. We had a

Senator here once and he listened closely to all the testimony. He
was from Texas and he would tell what all he was going to do and
everything, he said, what I want to know is what are you going
to do in Texas.
We have to be, and should be, interested in our States and I want

to especially thank you for cooperating and taking a good, solid lead
in helping get that port.
Mr. WAGNER. That was mainly what we did—provide some leader-

ship and guidance on it. A great deal—most of the work, most of
the investment was by people in Mississippi, the people who operate
the terminal.
Senator STENNIS. Well, I remember the late Senator Ellender, he

did not favor the project at first, but when he got deeper into it and
he saw what, you know, he realized 
Mr. WAGNER. He misunderstood it. He thought it was warehousing,

but it was not.
Senator STENNIS. That is right, he got very much interested in it

and helped out and I want to mention that because I still have a feeling
of appreciation to him, too.

TELLICO PROJECT

Now you mention these projects here by name. Tellico, I know where
that is. How much time was it? You said you started in 1967? How
much time in court? I mean the time it was in court?
Mr. WAGNER. About 3 years, sir. It has been in the court about 3

years.
Senator STENNIS. Now anything started in 1967, I do not have to

ask you, I know you have an overrun in costs and all. What about
that?
Mr. WAGNER. We have not revised our estimate since last year. The

original estimate, I believe, was about $42 million and we have, in
previous years, increased that to $69 million.
As quick as we find where we come out with the current lawsuit, and

can get a firm completion date, we will have to revise that cost estimate
again, and I expect it to go above $69 million, but we have not changed
it as of this time.



3803

Senator STENNIS. Well that reminds me about a ship contract hav-
ing some overruns down in my State. Part of the answer—anything
started in 1967, still going, building on it in 1974, well a character in
the funny paper almost could tell you, well you are going to have an
overrun.
Mr. WAGNER. Well, two things get you, of course. The inflation and

then just dragging it out, your overhead costs will run up.

DUCK RIVER PROJECT

Senator STENNIS. And then you mention Duck River. Where is that?
Mr. WAGNER. That is in middle Tennessee and includes two dam

and reservoir projects. One of them, the Normandy Dam, has a very
good start on it; and then the Columbia Dam which has been started.

Senator STENNIS. Are these financed under your bond plan?
Mr. WAGNER. No, these are general water resource development

projects. There is no power.
Senator STENNIS. General resource like you mentioned? Agriculture

and forestry?
Mr. WAGNER. They are financed through appropriation.
Senator STENNIS. Well you finance only the actual electricity produc-

ing plants through your bonds?
Mr. WAGNER. That is right. The bonds are used only in the electric

power program.
FORESTRY PROGRAM

Senator STENNIS. Well you mentioned the Agricultural and Forestry
programs, call some of those over a little bit more, specifically? I want
to, now what you are doing in forestry, for instance. Just briefly, just
briefly.
Mr. WAGNER. Well, Mr. Barron is our budget officer now, but that

was his profession.
Mr. BARRON. Mr. Chairman, the forestry program is intended to

bring about a maximum contribution by forest resources to the de-
velopment of the Tennessee Valley region. In this connection, as in any
other effort that we undertake, we worked through the appropriate
other Federal agencies concerned; in this case, the U.S. Forest Service,
and also with the states and with the local colleges and their forestry
schools, to bring about ways in which this resource can be upgraded
and can be maximized in terms of its contribution.

Specifically, among the things that we are in to in a very big way,
is the production of a superior grade of hard wood species that would
be used in the furniture business.
Over the last several years, perhaps 15 to 20 years, there has been a

concentrated effort in pine, largely because it is a greater producer of
bulk fiber for paper and things of this nature.
But, the Tennessee Valley region also is an excellent site to grow

quality hard woods and we are working in this area. In that connection,
we are also trying to improve the quality of the forest industry in the
area.

If you have a raw material and you do not have the place in which
to convert it into a finished product, then you are not realizing the
maximum of what you call value added, or the opportunity to take
the raw material and produce a finished product from it. We are also
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using our forestry people in connection with strip mine reclamation
efforts, improving the quality of wild life in the valley region.
Mr. WAGNER. I think, Mr. Chairman, if I could interrupt just to

give you a broad measure of this, you will remember as I do that in
the mid thirties, the Tennessee Valley forests were producing a little
bit of rough sawed lumber and railroad ties. We have worked with
owners of forest land and managers of forestry plants so that currently
the forest industries in the valley have an annual product of about
$1 billion.
They have an investment of about $768 million and about a $258

million a year payroll. Now the forest industry is among the most
important industries in the valley.

Senator STENNIS. Well you overlooked those fine long-leafed pines
we had in Mississippi back in 1930. We have hardwood in north
Mississippi and some on down in central, but we produce all kinds
of it.
We are still receving about the same price for our pulp wood that

we did at the end of World War II. Now you know that that is ridicu-
lous, not getting any more for it than that.

There are plenty of buyers but they all offer about the same thing.
Pulp wood, you know, hardwood and pine.
Mr. BARRON. Senator, you would be interested—one of the projects

we have is a means of increasing the harvest, where the pulp wood
producer can harvest more cords per day. That, in connection with
the greater stumpage price, can increase his income.

Senator STENNIS. Well, I have a little timber, not a great deal, but
I brought up a little bit at a time farm land, you know, is being
converted over to timber. But I do not sell pulpwood, except thinning.
I do not fool with it.

Let me ask you now—I notice where Weyerhauser is going to put
in a wood products plant in Columbus, Miss., sometime soon, on the
Tombigbee, and they operate in that area already, but that is going
to increase the competition for the forest product all around there in
west Alabama and eastern Mississippi.
Mr. WAGNER. There have been regular additions to the forest

products plants in the valley as time has gone on. There is more
competition for the available wood product.
Senator STENNIS. What is your stand on this clear-cutting?

CLEAR CUTTING

Mr. BARRON. I am both for it and against it. I am for it in very
small quantities and against it in large.

Senator STENNIS. Well, I started to say answer yes or no. They
are about to take my home county—you talk about this giving
land back to the Indians. They are going to be doing worse than that.
It is a bad thing when it is in large quantities. I think you are right.
Mr. BARRON. As we mentioned in connection with other environ-

mental concerns, sometimes there is a tendency to go overboard with
a new device, and perhaps this is the case. I think in small areas it
has a distinct advantage.

Senator STENNIS. I would think so.
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Mr. WAGNER. TVA has traditionally promoted sustained yield
harvesting rather than clear-cutting. The only clear-cutting we are
having anything to do with is patches of just a few acres in the middle
of a heavy woodland where it will help wildlife.

Senator STENNIS. The best money I ever spent in connection with
forestry and forestry operations was this TSI we called it, timber
stand improvement, girdling the wolf trees and cutting out the
scrubs.

All right.
Now, I have a few more—anything that you want to say on that?
Mr. BARRON. No, sir.

LIQUID METAL FAST BREEDER REACTOR

Senator STENNIS. Now, you mentioned this nuclear reactor, the
liquid metal fast breeder. How much are you into that?
Mr. WAGNER. Well, first of all, we were invited by AEC, along

with many other utilities, to make propositions for building a demon-
stration plant. The purpose of this plant was to try it on a larger
scale than it had ever been tried.
We and Commonwealth Edison Co. of Chicago made a proposition

which AEC accepted. The entire utility industry is supporting it,
and it is being built on our system. We will buy the power from it
and pay for it at a price that makes sense to us. When the plant is
completed, if it is a good power producer, we will buy it and use it as a
part of our system.
Our contribution to it from our system is about $22 million over a

10-year period, which is our fair share. We also are furnishing some
management assistance. We are very anxious that the project shall
succeed.

Senator STENNIS. Now, you will excuse me now. I have to go up to
the floor and vote. I will come back as soon as I can.
Now, we are not going to rush you, but we do not want to lose any

time. So suppose you get your heads together while I am gone and
decide what you would like to emphasize.
Excuse me now. I will be back.
[A brief recess was taken.]

STEEL SHORTAGES

Senator STENNIS. Gentlemen, I do not know whether we will have
other votes or not. We will just wait and see.
Now, what else do you have to present, if anything?
We have a few more questions.
Mr. WAGNER. Well, I think we have nothing except any questions

that you might have, Mr. Chairman.
Senator STENNIS. All right. Now, you mentioned about your short-

ages and everything, shortage of steel in your towers and everything.
Give us a little more on how you are overcoming that?
How are you going to get out of the hole that you are already into?
Mr. WAGNER. We have problems of coal supply, which is our basic

energy supply. We have given up on trying to get competitive bids
and we are out negotiating for coal. In the long pull, in the long run
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we are relying more heavily on nuclear energy. In view of the factthat we have been delayed on some of those projects by licensingproblems and changes in design that we estimate to need to meetchanging standards, we have had to buy some gas turbines, whichare oil-fired, for peaking. We have had in some instances to go outand buy power from some of our utility neighbors to fill in the gaps.So that we are doing those things.
Now, in addition we are urging conservation, Mr. Chairman. Weare doing some extensive work on that.
Mr. MCBRIDE. Mr. Chairman, if I may, I think one thing thathelped us is the water supply we had, because we have had the besttwo consecutive water years right during this time when coal wasgoing up, so actually we have been able to use the maximum of hydro-

electric power, which of course we wish we had more of.
Senator STENNIS. Well, how are you going to cope with this $13 perton for coal?
To replace what you use now you say that is going to cost, you

estimate, $13.
How far did you run that on up when you go to, say 2 or 3 years

from now?
Will you give a figure above $13 a ton?
Mr. WAGNER. $13 a ton is what our last coal cost.
Senator STENNIS. It is already costing you that?
Mr. WAGNER. Yes, sir. And the new coal, that is $4 a ton above our

average cost at the present time. So that if it stays at $13, that is
already built into our future cost picture.
We also, Mr. Chairman, have bought coal reserves, as you know,

and we are contracting to have our own coal mined to have some hold
on this cost.
Senator STENNIS. Where is this?
Mr. WAGNER. There is some in west Kentucky, and some in east

Tennessee, and I believe one small reserve in southern Illinois.
Senator STENNIS. How long would it take you to get into that opera-

tion of your own?
Mr. WAGNER. We are into it already, and that is helping us to

some extent. But it is hard to buy coal reserves now, and the
amount of coal that we buy—the amount of coal that we burn is
mole than we are able to mine from our own sources. But we hope
to be able to get that cost of mining that coal and get some kind of
measure of what costs should be, so we will know whether the price is
in reasonable relationship to it.

NATIONAL ENVIRONMENTAL POLICY ACT

Senator STENNIS. We will slip around on you now.
Have you suggested any amendments to this National Environ-

mental Policy Act?
You say you are having trouble with it.
Mr. WAGNER. We have discussed it at their request with members

of Congress from time to time. There are some amendments that have
been proposed by the administration, I believe, to the Clean Air Act
that would be helpful.
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Senator STENNIS. Well, the Congress is here. We need suggestions
from you people if you think it is too severe. Why, let us know more
than just telling us. Give us some language if you feel like you can.
Mr. WAGNER. Well, we will do that. We will be glad to do it.
Senator STENNIS. I do not know enough about it. I am not trying

to barge in and sponsor an amendment myself. But if you tell us this
thing is choking you down, with all of the other things that you have,
too, why, we can maybe impress someone.

BEAR CREEK PROJECT

I have had conversations, a little, and letters of a good number
about this Bear Creek project down there. It seems they need a little
more money. Now, you are requesting $2.9 million for fiscal 1975.
Mr. WAGNER. That is correct.
Senator STENNIS. Now, as I understand, you are going to use all

of that just to complete the Little Bear Creek Dam?
Mr. WAGNER. That is correct.
Senator STENNIS. And what about now, you talk about your

capabilities and all. If the Congress is going to put in additional
money, how much could you effectively and wisely use for this next
fiscal year?
Mr. WAGNER. Well, Mr. Chairman, as you indicated, the $2.9

million would finish the Little Bear Creek Dam. We have already
finished the Big Bear Creek Dam. There are two more dams left
in the system, the Upper Bear Dam and the Cedar Dam. These are
small dams, I should say.

Senator STENNIS. Yes.
Mr. WAGNER. And if we were asked to start construction on those

in fiscal 1975 we could probably use about $5 million more than the
$2.9 million, a total of about $7.9 million to get them underway.

Senator STENNIS. Added $5 million?
Mr. WAGNER. Yes, sir, that is about all we could use.
Senator STENNIS. Well, we have a dam of a different type and so

forth down in the southern part of the State. They decided they do
not want it, you see. They had the thing authorized and I think it
was a multiple-purpose project. But they decided they did not want
it. So that might move things around a little bit here. I wanted to
know your capability and all.
Mr. WAGNER. The people in Bear Creek have been very, very strong

for this project, and we have had very close cooperation with them.
They are doing many things themselves, and they have been very
anxious that we should move a bit faster. But we moved as fast as
we could within the limits of the appropriation.
Senator STENNIS. Well, that is all right. That is fine. They are

doing their part and they are living up, what they promised to do.
Mr. WAGNER. Yes; they have.

JUNK CAR REMOVAL

Senator STENNIS. Well, if they do not, you let me know. I am not
their boss, but I will be frank with them. Now, I was trying to give
somebody else credit here. I missed last year that you have already
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referred to. I was trying to give someone credit during some of these
hearings for removing these junked cars. And they said, "oh, the TVA
is doing that." And then, give us a progress report on that.
Mr. WAGNER. Well, Mr. Chairman, we have had a program where

we have developed some equipment that could be operated by one
man to go out and collect junk cars, and we would loan that to
people in a given community if they were interested in a junk car
collection program. And they developed all sorts of methods for locating
these junk cars. They had rural mail carriers tell them where they were
and so on. So they found where they were.
We found that if you could get as many as about 200 junk cars

together at one point, then you could get somebody to come in with
either a bailer or a shredder, and he could take it from there on and
make a profitable operation out of it. That was even when the scrap
steel prices were down much lower than they are now.
As a consequence of that, over 30,000 junk cars have been collected

in the Tennessee Valley now in I do not know how many communities.
And we also make available these designs so that people can take an
old truck and convert it to one of these pickup vehicles quite easily.
A number of people have built their own. We have had inquiries from
all across the United States. I just happen to remember that the city
of Philadelphia got information from us and undertook a program of
their own. The entire State of Pennsylvania, I think, has followed up
on that. So that the thing has spread.

It is a good environmental move. I do not know, Mr. Barron
might know whether the price of scrap steel has made it profitable
now or not. But originally the price of a junk car was about $7 if they
could get it to a collection point, and that had to be dug up from local
sources at some other point. I think now they can sell them and proba-
bly break even on it, and even make a little bit of money.
Senator STENNIS. With the price going up?
Mr. WAGNER. That is right. But it has taken hold nationwide

now. In fact, TVA got a special award from the Keep America Beauti-
ful Committee.

Senator STENNIS. Is that right?
Mr. WAGNER. A little over a year ago, for our work on that.
Senator STENNIS. Well, that is fine. I am glad to hear that. They

might be a little stingy with their comments, but they thanked you
for making a contribution.
But you originated this plan, worked it out, and showed how it

could be done?
Mr. WAGNER. Yes, sir. Our people developed the equipment and

then helped to organize it in local communities, and we do it as a
demonstration.
Senator STENNIS. Well, I heard of someplace which is plagued with

these old used cars stored along the highway. Then all of a sudden,
they just disappeared, they are gone.

All right, is there anything else?
I will start with the newest member of the court.
Do you have anything else that you want to say, Mr. Jenkins?
Mr. JENKINS. No, sir.
Mr. MCBRIDE. I do want to add something.
Senator STENNIS. All right, sir.
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Mr. MCBRIDE. In connection with the Yellow Creek port, we have
just within the last few weeks transferred to the Corps of Engineers
the land that we own in connection with the Pickwick Landing Reser-
voir where the Tennessee-Tombigbee Waterway enters the Tennessee
River. We have made an arrangement with the Corps of Engineers
whereby, as they dredge that channel for the entrance to the Tennessee
Tombigbee, that they will put the spoil over in some lowlands at the
port, at Yellow Creek port, which will create additional industrial
site that can be built there, and I think it is a very fine cooperative
program between the Corps and the TVA and the State of Mississippi
in order to develop additional industrial sites there at the port, serv-
icing two purposes, of course.

Senator STENNIS. Well, I am very interested and I appreciate it,
too, what you are looking forward to. If we get the Tennessee Tom-
bigbee built and come up the river, even if it is in a sidewheeler, you
gonna let us through.

All right, is there anything else, gentlemen, that you wish to cover?

QUESTIONS AND ANSWERS

Well, we certainly thank you very much. I do have some addi-
tional questions here that we will put in the record for you to :answer.
Can you do that?
Mr. WAGNER. Yes, MT. Chairman.
Senator STENNIS. All right, thank you very much for being here

today.
[The questions and answers follow]

WATER RESOURCES DEVELOPMENT

Question. It is noted that $34.4 million is requested for Water Resources De-
velopment capital outlay. Most of this request is for the Duck River project and
the Tellico Dam and Reservoir project. Please bring us up to date on the status of
both these projects and your fiscal year 1975 plans.

Answer. The Duck River project consists of two units, the Normandy Dam
and the Columbia Dam. The on-site construction for the Normandy Dam started
in June 1972. The concreting for the spillway and non overflow section of the dam
is practically completed, and treatment and preparation of the foundation for the
earth dam section is now under way. Also under way are land acquisition and
highway and utility relocations in the reservoir area. Within the next few months
we expect to divert the river through the spillway section and intensify work on
the earth fill portion of the dam. In 1975 we plan to complete the spillway gate
and equipment installation, continue the earth dam fill, reservoir relocations and
land acquisition, and begin reservoir clearing and public-use facilities. By the
end of that year the project will be about 80 percent complete with dam closure
scheduled for January 1976.

With respect to the Columbia Dam unit, on-site construction started in August
1973 with a modest beginning of construction plant assembly, access road con-
struction and stripping of overburden at the dam site. In fiscal year 1975, land
acquisition and dam foundation preparation will continue at a relatively low level,
because of fund limitations, with some intensification in the spring of 1975 when
we plan to begin excavation for the spillway and highway relocations in the
reservoir area. By the end of fiscal year 1975, the project will be about 10 percent
complete.
At the Tellico project, the concrete section of the dam ha E been completed for

several years and several highway relocation projects in the reservoir have been
completed. Work on the project was resumed in November 1973 after dissolution
of a temporary court injunction which arose from an environmental court suit
and which interrupted the construction work for about 18 months. Currently,



3810

work is under way on land acquisition, foundation preparation for the earth dam
section, and relocation of highways and utilities in the reservoir area. In fiscal
year 1975 work will continue on land acquisition, the numerous reservoir road,
bridge and utility relocations, and construction of the main earth dam and saddle
dams. By the end of that year, the project is expected to be about 75 percent com-
plete with closure of the dam scheduled for January 1977.

Question. Why do you have an increase of $10 million on the Duck River project?
Answer. This increase relates to the Normandy Dam and includes about $3

million in price escalation and other costs associated with a two-year delay in the
project's schedule since the previous project estimate of $25 million was prepared
in September 1969. It also includes about $7 million for design and scope changes
including a change from the planned earth fill dam with a chute spillway to an
earth fill and concrete dam with a concrete ogee spillway, addition of gates for
water quality, changes in the road relocation plans, and foundation conditions
encountered during construction.

Question. Why was there a two-year delay in the construction schedule of the
Duck River project?
Answer. As previously mentioned, the present schedule for the Normandy Dam

is two years later than the schedule assumed when the previous estimate of
$25 million for Normandy was prepared. However, the delay since we presented
the budget program last year consists of a one-year delay in the closure of the
Normandy Dam which is now scheduled for January 1976. This delay has arisen
from frequent flooding of the area in the intense floods in the spring of 1973,
late deliveries of concrete for the spillway and non overflow section of the dam,
and unfavorable dam foundation conditions encountered during construction.
No change has been made in the January 1979 scheduled closure of the Columbia
Dam.

Question. On the expenses side of Water Resources Development, $11.575
million is requested, a slight decrease from last year. Would you briefly review
this operation and maintenance and planning item, particularly navigation
operation, water quality management, and the multiple purpose reservoir opera-
tion for which $6.4 million is requested?

Answer. One of TVA's primary objectives is development of the Tennessee
River for navigation. Through a series of multipurpose dam and reservoir projects
a nine-foot navigable channel is provided. The navigation operations program
provides for operating and coordinating the existing navigation system; planning
for necessary navigation improvements to keep pace with rapidly expanding use
of the waterway; and to provide a wide variety of technical assistance to trans-
portation interests, state agencies, subregional planning and development agencies,
and waterfront communities. These activities seek to maximize the contribution
that low-cost water transportation be a highly effective tool in regional develop-
ment. Tennessee River freight traffic has grown from 900,000 tons in 1933 to 3
million tons in 1943, to 7 million tons in 1953, to 14 million tons in 1963, and to a
preliminary estimate of 29 million tons in 1973.
The objective of regional water quality management is to secure the optimum

benefits of the region's water resource for municipal, industrial, and agricultural
water supply; for fish and wildlife propagation; for recreation; and for aesthetic
satisfaction. We work with state and local agencies, with other Federal agencies,
with industries, and with private citizens to secure these benefits. TVA's principal
input is in the areas of planning, collection and analysis of data and making these
data available to the public, investigation of special water pollution problems, and
special studies and demonstrations in response to problems arising in water
quality management.

Multipurpose reservoir operations relate to the management, operation, and
maintenance of TVA's multipurpose projects. The system is managed primarily
for navigation, flood control, and power. But other benefits are created by a
reservoir system with more than 10,000 miles of shoreline and 347,000 acres of
surrounding land under TVA ownership or control. The $6.4 million referred to
is that part of total net operating expenses distributed to the water resources
development program.

Operating programs for this budget category involve activities that collect
and analyze data that aid in the forecasting of reservoir operations for storing
or releasing water; control mosquito and aquatic weeds, principally watermilfoll,
that make the reservoir system unpleasant to use; and provide protection and
upkeep of TVA facilities and lands. All of these contribute to a pleasant atmos-
phere for visitors seeking information about TVA or the enjoyment of outdoor
activities such as picknicking, boating, and fishing.
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Maintenance activities include both routine and extraordinary items. Routine
maintenance activities consist mainly of painting spillway gates, maintaining
spillway gate operating devices and other equipment and structures at multi-
purpose dams; maintaining visitor buildings located on the reservations; and
other needed repairs such as resurfacing roads, walks, and parking areas.

Extraordinary maintenance items sometimes require immediate attention.
Such a situation presently exists at Fontana Dam. Cracking in concrete near
the top of the dam was discovered in October 1972. The damaged section has
been stabilized by tensioning cables being installed to anchor this section and the
crack grouted with concrete. This one item is primarily responsible for the decrease
from fiscal year 1974 as remedial repairs are almost complete. Further studies are
in progress to determine the definitive cause of the cracking and the additional
corrective work required to prevent it from recurring.

LAND BETWEEN THE LAKES

Question. How will the request of $2 million be utilized for the Land Between
The Lakes?
Answer. Of the $2,041,000 requested for Land Between The Lakes in 1975,

conservation and education additions total $187,000 with most of the estimate
being used for improvement of upland game and migratory waterfowl habitat.
Recreation additions total $840,000 with emphasis placed on completion of the
first phase construction of Brandon Spring group camp, upgrading and expanding
camping and day-use areas, and continuing work on a major trails system. General
support additions total $1,014,000 with major work items being completion of the
Golden Pond office building, continuing road improvements, and general cleanup
and improvement of lands along main roads.

GENERAL RESOURCES DEVELOPMENT

Question. For General Resources Development, a total of $8,322,000 is re-
quested, an increase of a little better than $500,000. Briefly review the agricultural
projects, forest and wild land resources development, development of tributary
areas, and demonstration and education and manpower development items.

Answer. The general resources development category relates principally to the
development of the land and its products and to the people of the region and their
institutions. Agriculture is one of the leading enterprises of the Valley region,
although it is not a major employer directly. It takes fewer farmers to feed our
population these days, and those who remain on the farm, whether as full-time or
part-time farmers, must be encouraged to use their land resource and their other
inputs to best advantage. The Tennessee Valley remains an area of relatively
small farms with regional problems and opportunities not characteristic of the
difficulties and prospects of sections of the country where large commercial farm
operations are possible. Of particulr concern in the Valley region is the promotion
of that kind of agriculture that will produce a decent income without damage to
the land base.
We work with the land-grant universities and with practical farmers to promote

agricultural resource development, using new and improved fertilizer as an educa-
tional tool, encouraging practices that will expand livestock production, introduce
new specialty crops, and solve problems of soil fertility. We tailor individual
projects to specific area situations.
The development of forests and wild lands is likewise a cooperative enterprise.

Most of the forest land, like the arable farm land, is privately owned. Any pro-
posals to promote a better conservation and use of woodlands must be made in
the context of private ownership and individual aspirations.

Like all other TVA activities, we begin with an adequate working knowledge
of the quality and quantity of the resource and with the preparation of plans,
and then move to demonstrations of the best ways of using the resource without
destroying it. We are concerned with forests and wildlands as significant contribu-
tors to good regional hydrologic conditions, as important to aesthetics, as havens
for wildlife, and as a source of raw materials of great economic benefit to the region
and to the Nation. Our interests go beyond the conservation of resources, some-
thing to which we firmly subscribe. We are also interested in an economically
productive resource, consistent with sound conservation practices. We expect
the forests to continue to provide satisfaction to those who see them and visit
them. We also expect the forests to continue to support an industry with a product
value of around a billion dollars a year.
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As a part of forest and wildland resources development we do research and
demonstrations on strip mine reclamation, working with the states, with mining
companies, and with landowners.

Although the Tennessee Valley region is relatively small—some 41,000 square
miles—it includes a wide variety of subregional resource situations. As we sug-
gested with reference to agricultural resource development, there is no recognized
general solution to specific local problems, no common opportunity for all. Pro-
grams must be tailored. Tributary area development is the process whereby the
expertise of TVA in many fields is made available to the people in local areas to
equip them to help themselves as they solve their problems and realize their
opportunities. Here again we rely on cooperation. We expect local groups and
agencies to be the originators of projects. TVA helps with technical assistance,
working with local people in each tributary area.
A problem in any developing area such as the Tennessee Valley is the mainte-

nance of an effective system whereby educated and trained people can be brought
into the regional work force. Our demonstrations in education and manpower
development are aimed at promoting improvements in Valley education and at
helping to develop training programs for skills now needed in the region. This is
a cooperative undertaking.

Question. Explain the $747,000 request for Townlift Community Improvement.
Answer. Townlift community improvement covers two broad categories of

work: the physical improvement of existing communities and the development of
new ones. Our request for $747,000 for fiscal year 1975 includes $515,000 for im-
proving existing communities. This involves encouraging orderly development,
improved appearance, efficiency of services, the development of a viable economic
base, and the provision of adequate public service facilities. We would like to
underscore the word "encouragement." TVA does not do these things for a passive
community. We give them technical assistance. We help them help themselves.
We expect to help with some 40 to 45 community plans in 1975.
The estimate includes $200,000 for planning the development of new communi-

ties, one in east Tennessee on what will be a TVA reservoir, and one in northern
Alabama on the lower reaches of the Elk River. These areas are going to experi-
ence community growth. The question is, what kind of communities will they be?
We believe that where community development can be anticipated, it should
be guided. In this way, obvious problems of unplanned or disorderly growth can
be avoided. Supervision and general services for townlift community development
accounts for the remaining $32,000 of the estimate.

FERTILIZER AND MUNITIONS DEVELOPMENT

Question. The fertilizer and munitions development activity contains two
items: $5.8 million for fertilizer research and development, and $6.5 million for
fertilizer introduction. This is a highly important program and we ask that you
elaborate on what is being done in the R&D program, as well as the fertilizer
introduction program.

Answer. Our fertilizer and munitions development program has a nationwide
peacetime mission to develop new and improved fertilizers and fertilizer processes
of increased effectiveness and economy and to demonstrate the value of these
materials and of improved methods of fertilizer use. The ultimate goal is to help
the farmer feed and clothe an increasing number of Americans while at the same
time enjoying an adequate income for himself and his family. In time of national
emergency, and upon request by defense agencies, TVA's research staff and pro-
duction facilities are available for production of munitions.
TVA's National Fertilizer Development Center at Muscle Shoals, Alabama,

is the world's principal center for fertilizer research and development. Major
effort in 1975 will be concentrated on fertilizer processes that use wet-process
phosphoric acid or urea or combinations of these two materials. We are giving
special attention to producing urea fertilizers with controlled rates of nitrogen
release, and on controlled release combinations of nitrogen and potash. Research
and development will continue on the manufacture of high-analysis suspension
fertilizers and other high-analysis combination fertilizers using merchant-grade
wet-process phosphoric acid. This acid is the least expensive form of phosphoric
acid available to the fertilizer industry and its importance as an intermediate
material is increasing rapidly.
TVA also conducts research on the recovery in usable form of sulfur in stack

gases. The purpose of this research is the conservation of a valuable resource of
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importance to the fertilizer industry while at the same time promoting the im-
provement of air quality in the vicinity of power plants using high-sulfur fossil
fuels.

All of our research and development findings are made available to industry on
a nonexclusive license basis at a nominal fee.
The payoff in fertilizer research and development is the acceptance of new

products and practices by the farmer and the adoption of new materials and
processes by the fertilizer industry. TVA follows two steps in bridging the gap
between research and development and wide-scale acceptance and use. The first
step is developmental production. The second is fertilizer introduction through
educational programs.
The significance of developmental production is in the novelty of the products

and processes, not in the tonnage made. During 1975 we will manufacture varying
quantities of nine fertilizers or fertilizer types, of which seven have been introduced
in the first four years of this decade. The total 1975 production, some 295,000
tons, will be less than one percent of the Nation's fertilizer output.

Developmental production has two objectives. The first is to demonstrate the
practicality and economics of improved fertilizer products and processes by
scaling up from pilot-plant to a semicommercial scale operation. This is important
in "debugging" a process and in showing industry the process in operation at a
scale approaching that of a commercial unit. The second objective of develop-
mental production is to provide enough material for introduction to the industry
and to farmers.
The first element in fertilizer introduction is what we call farm test demonstra-

tions. In this program activity, limited quantities of material are distributed to
farmers for use on their farms in programs jointly planned by the farmer, his land-
grant university, and TVA. Beyond the matter of introduction, the material is
evaluated, specific soil and fertilizer use problems are evaluated, and efficient
fertilizer practices are demonstrated. Most farm test demonstrations are conducted
on plots of no more than an acre in size. The fertilizer is supplied to the farmer at
reduced prices. The farmer bears all other farm costs and assumes any risks
involved.

Larger amounts of fertilizer are introduced through fertilizer industry demonstra-
tions. We work in close cooperation with the fertilizer industry to promote the
acceptance of new technology and the industry conducts educational programs to
encourage the use of better fertilizers and better practices by their farmer cus-
tomers. We work with over 200 distributors. We supply more than fertilizer
materials. We give technical assistance to help manufacturers improve their
plants and their products. The end result is better fertilizer for the farmer and at
better prices.

Question. The fertilizer and munitions development chemical facility request
is $2.9 million compared to $4.2 million for last year. Why the decrease?

Answer. The 1974 figure for appropriation financed chemical facilities is made
up of two parts, a new appropriation of $2,426,000 and a carryover of $1,836,000
not obligated in 1973 for a total of $4,262,000. This carryover balance arises from
the experimental nature of our fertilizer program. The necessity for and the
progress on production units or support facilities relate in a considerable way
to progress in research and development. Thus we may in some years find it in-
feasible or impossible to obligate funds in accord with schedules earlier deter-
mined. In these cases we simply defer the work and carry the funds forward. This
accounts for the higher figure in 1974, compared with 1975. The 1975 "new money"
is a little more than the 1974 new appropriation. The difference between the two
years is not significant, however, and the best appraisal in a developmental pro-
gram of this sort is probably to consider the level across several years rather than
the difference between any two years. Fertilizer research and development, the
backbone of our program, is a long and sometimes uncertain process. Our schedules
for plant additions are shaped by the research and development effort.

POWER SUPPLY AND USE

Question. What is the status of nuclear power plants under construction?
Answer. We have three nuclear plants under construction at the present time.

A three-unit plant with 3456 MW total capacity at Browns Ferry on the Wheeler
Reservoir, a two-unit plant with 2441 MW total capacity at Sequoyah on the
Chickamauga Reservoir, and a two-unit plant with 2540 MW total capacity at
Watts Bar also on the Chickamauga Reservoir.
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At Browns Ferry, unit 1 is in the test operational stage and has operated at
1097 MW just under its full load capacity rating of 1152 MW. Commercial
operation is anticipated by June 1974. Unit 2 is in final stages of installation with
preoperational tests about three-fourths complete with fuel load start scheduled
for May 1974 and commercial operation October 1974. The unit 3 nuclear steam
supply system erection is about one-third complete and turbogenerator erection
about one-half complete with fuel load scheduled to start April 1975 and com-
mercial operation September 1975. Overall plant construction is about 86 percent
complete.
At the Sequoyah plant, overall construction is near two-thirds complete with

turbogenerator erection about 75 and 35 percent complete for units 1 and 2,
respectively. Preparations are underway to install reactor equipment within
unit 1 containment while installation of auxiliary mechanical and electrical equip-
ment and piping continues in the powerhouse complex and outlying plant features.
Commercial operation of the units is scheduled for June 1976 and February 1977.
On-site construction of the Watts Bar plant was begun in December 1972.

Construction plant facilities are substantially complete and excavation work is
well advanced. Concreting for the powerhouse complex. is the major current
activity and is about one-third complete. Overall plant construction is about 8
percent complete. Commercial operation of the two units is scheduled for 1978.

Question. For the rate increases, how much is attributable to inflation? How
much is attributable to environment and ecology? How much is attributable to
fossil fuel?

Answer. When we consider the total rise in rates since the late 1960's over 40
percent of the total has been required to cover increasing fuel costs. Less than 10
percent has been required for additional environmental protection measures,
although this factor is increasing. About 20 percent is attributable to higher
money costs. The remainder has been due to general increases in other areas of cost.

Question. Do the consumers of TVA power know the effect to which environ-
mental protection facilities affect the rates they pay for electricity?
Answer. We have taken every opportunity to inform our consumers of the rate

effects such installations will ultimately cause. However, this is a very complex
issue and we are sure we have not been completely successful in our efforts.

Question. TVA has prepared a background paper on clean air and sulfur dioxide.
Will you please submit this information?
Answer. The following information reflects research on sulfur dioxide emissions

at TVA power plants.

CLEAN AIR AND SULFUR DIOXIDE

TVA has long been concerned about the environmental consequences of emissions
from its power plants. This concern has manifested itself in the allocation of con-
siderable manpower and dollars to the development of and improvement in sulfur
dioxide "scrubbing" technology and in the development of an alternate technique
for protecting public health and welfare from adverse effects of sulfur dioxide.
Both of these endeavors began before any legal compulsion by the Clean Air Act
Amendments of 1970.
In fact, ever since TVA built its first coal-fired power plant in the 1940's, it has

pioneered in the identification of stack emissions problems and their solutions.
TVA's first work in developing "scrubbing" technology began over 20 years ago.

Scrubbing, however, is not the only way of regulating the emissions of sulfur
dioxide at power plants and their effect on man and his fields and forests. Another
method is the use of low-sulfur coal. This alternative is not open to TVA because
significant quantities of this coal are not available in the Appalachian and Mid-
western fields from which TVA plants are supplied. Western coals are sufficiently
low in sulfur, but currently their disadvantages outweigh their advantages. Not
only would the transportation of this coal over long distances he very expensive,
but experimental use at TVA's Johnsonville Steam Plant showed that western
coal would reduce the plant's generating capability by as much as 15 to 25 percent.

TVA's PROPOSAL—S DEL

With the technology of chemical scrubbing still in the developmental stage,
and low-sulfur coal unavailable or unsuitable, TVA devised a third alternative
which can be put into effect much more quickly and at much less cost than
scrubbers. TVA calls it a Sulfur Dioxide Emission Limitation program (S DEL).

Over the years, through thousands of hours in the field and in the laboratory,
including hundreds of helicopter flights, balloon tests and other means, TVA
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scientists and engineers have assembled scientific data on sulfur dioxide and its
behavior under various weather conditions and their combined effects on the
environment. They know, for example, that sulfur dioxide emissions affect plants
and human beings only under certain identifiable weather conditions which in
some areas occur only rarely and last only a few hours. Around TVA plants, they
occur generally less than 5 percent of the time.
The SDEL method employs a combination of five scientific and engineering

approaches simultaneously:
1. Very tall chimneys, which aid in the dispersion of sulfur dioxide gases in the

atmosphere high above ground level.
2. Weather observations and measurements made daily at the plant, including

the use of light aircraft and pilot balloons, which enable plant personnel to deter-
mine when atmospheric conditions are likely to produce unacceptable concentra-
tions of sulfur dioxide near the ground.

3. Computers, which quickly process data on weather conditions and plant oper-
ations to determine when there may be unacceptable ground-level concentrations.

4. Reduction of sulfur dioxide emissions by reducing plant generation or other
means while these atmospheric conditions exist, thus avoiding any violation of
ambient air standards.

5. Sensitive monitors strategically located around each plant which report auto-
matically the ambient concentrations and thus check on the effectiveness of the
control operations.
TVA's SDEL method has been tested for almost four years at the Paradise

Steam Plant, one of the largest in the world, and in this period sulfur dioxide con-
centrations have not once exceeded ambient standards. TVA has thus demon-
strated that state and Federal standards for protecting public health and public
welfare can be met by using SDEL programs. TVA is now in the process of de-
veloping such programs for all of its plants where the public health or welfare
standards can, on occasion, be exceeded and will have them in operation by mid-
1975.
Not only is TVA's plan the only way in which health and welfare standards can

be achieved in time to meet the Clean Air Act deadlines but, as an air pollution
control technique, it is also the most reliable and least costly and has the fewest
adverse effects on energy conservation and other aspects of the environment.
In the long run, TVA's nuclear plant construction program will result in long-

term reductions in total sulfur dioxide emissions, since progressively less coal will
need to be burned as the coal-burning plants complete their useful lives and are
retired.

SCRUBBERS: THEIR ENVIRONMENTAL BACKLASH

As an agency concerned with resource management and economic development
in the Tennessee Valley region, TVA must look at the total impact of chemical
scrubbers if they had to be installed in all its steam power plants.
Would they affect the energy supply of the region and the Nation?
Would they create new environmental problems difficult to solve?
Would their cost impose an excessive burden on the users of electricity, affecting

living standards and the expansion of employment?
Here are some of the conclusions TVA has reached:
Scrubbers would consume 6 percent of the power produced in the plants in

which they are installed. On the TVA system this would require the replacement
of about one million kilowatts of capacity and the burning of about 2.4 million
more tons of coal a year, the equivalent of about ten million barrels of oil.
They would require the mining of 25 percent more minerals—an extra ten

million tons of limestone and coal a year for the TVA power system—with all
the environmental, transportation, and energy consumption problems which
that entails.
They would create literally mountainous problems of polluting sludge, difficult

to handle. Disposal requires four times as much land as fly ash alone. TVA itself
could require as much as 20,000 acres in the next twenty years. Moreover, the
sludge does not form a stable mass and is therefore not suitable for other uses
after disposal. It is watery, and the leaching holds the possibility of water pollution.
They would require the fabrication and construction of more than a billion

dollars worth of plant and equipment with all the problems of manufacture and
scarce resource use, with no present assurance of successful, long-term operation.
In short, scrubbers on all of TVA's plants would cost power consumers more than

ten times as much as the SDEL programs, and would also produce substantial
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adverse environmental impacts themselves. TVA's SDEL programs provide the
best balance between the environmental objectives of the Valley and the Nation,
while still protecting public health and welfare from air pollution.

THE LEGAL QUESTION

The Clean Air Act does not require the use of sulfur dioxide scrubbers at all
existing plants. Congress required only that the public health and welfare be
protected by whatever means were available. It recognized the need for solutions
adapted to the specific and differing problems of different areas, and left it up to
each state to select the specific methods. Scrubbers, when perfected, will be one
of those methods and possibly the only one for some air pollution sources. On
the other hand, TVA's SDEL programs will work at all TVA plants and possibly
in some other areas.
TVA has taken steps to request the states in which its power plants are located

(Alabama, Tennessee, and Kentucky) to recognize these programs officially.
The states have not acted on this request, thus legally the matter is still an open
one in these states.
TVA scientists and engineers have made intensive studies of scrubber facilities

throughout the world, both with and independent of EPA staff members. TVA
has conducted cooperative work in projects funded by EPA for building and oper-
ating several pilot scrubber facilities on its power system.To speed development
of the technology in the national interest, it is installing a $42 million full-scale
scrubber on a 550-mW power unit at the Widows Creek Steam Plant in Alabama.

Based on this experience with and knowledge of existing scrubber technology,
and ccnsidering the associated potential adverse environmental impacts which
still have not been resolved, as well as the extremely large dollar expenditure
required, TVA has concluded that scrubber installations cannot yet be justified
for wholesale installation on existing TVA power plants.

SCRUBBER TECHNOLOGY: THE JAPANESE

TVA believes that the scrubbers in use by the Japanese and by Louisville Gas
and Electric Company, often cited as examples of working technology, do not
constitute proof that a satisfactory technology is sufficiently developed to warrant
the massive expenditure of consumers' money that would be required to install
them on the TVA power system.
The Japanese operation appears to have achieved a degree of efficiency and

reliability. But it appears that this success to date has been achieved at the cost
of increased water pollution, a trade-off which we find unacceptable and
unnecessary.

SCRUBBER TECHNOLOGY: THE LG&E UNIT

TVA personnel have followed the Louisville Gas and Electric scrubber project
through contacts with the utility and with the equipment supplier from the time
the plans were announced until the unit was shut down in mid-December. This
unit has a capacity of only 70mW, about one-eighth the size of the Widows Creek
unit on which TVA is installing a scrubber. The LG & E scrubbers have not been
operated for sustained periods of sufficient duration to determine long-term

Moreover, the Louisville scrubbers have certain unique advantages that are
not generally available for use by other utilities. For example:

It uses carbide sludge instead of lime as a scrubbing agent because a carbide
plant with a sludge byproduct is located nearby.

Because LG&E sells natural gas, the unit utilizes this increasingly scarce com-
modity, which is unavailable to TVA, in its reheat process.
And the generating unit in which the system is being tested operates only

intermittently to supply peak loads, permitting frequent maintenance; this would
be impossible for a unit operating continuously for many days and weeks carry-
ing the base load of a power system.
In other words the LG&E experiment, even if successful, cannot be regarded as

universally applicable to other utilities.

THE IMPORTANCE OF RELIABILITY

Reliability, it should be emphasized, is a key question in this complicated
issue, for if the scrubber fails, the generating unit must either go out of operation
or the scrubber must be bypassed. In this period of brownouts and voltage reduc-
tions, any added peril to generating unit availability is a critical matter. A scrub-
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ber which must be bypassed and repaired much of the time offers little real
environmental protection in spite of its huge cost.

It is noteworthy that a large Midwestern power company (Union Electric) in
the late 1960's installed a scrubber system which looked fine on paper but has
now been abandoned as useless.

Another large Midwestern company (Kansas City Power and Light) later
installed a device of similar design and the company is still trying to work the
bugs out of it.

Still another utility (Commonwealth Edison) installed a system of different
design in 1972. In the two years since startup, the scrubbers have operated less
than 10 percent of the time because of a variety of process and mechanical prob-
lems. Similar experience has been encountered at other full-scale and pilot-plant
test facilities.

These less-than successful scrubber projects reinforce TVA's belief that its
customers should not be required to buy a billion-dollar "pig in a poke."

Conclusion

TVA is not alone among Federal agencies in its view of scrubber technology.
The Council on Environmental Quality and the Federal Power Commission both
have recently stated that sulfur dioxide scrubbers have not yet been sufficiently
demonstrated to be applicable to the electric power industry.
In addition to its technological concerns, TVA has a responsibility under the

TVA Act to protect consumers of electricity from unreasonable costs. A scrubber
system on all TVA power generating units would cost more than a billion dollars
to install, and add about $225 million to the annual costs of the power system. Yet
TVA cannot find any significant environmental improvement that will not be
better served by TVA's SDEL program at a fraction of the cost.
TVA has offered the Tennessee Valley and the Nation a constructive alternative

in the form of a tested method of assuring that public health and welfare are
protected.
With this system, clean air can be achieved far more quickly: SDEL can be in

operation on the TVA system in 1975.
Clean air can be achieved more economically: It will require a total investment

of only about $100 million and result in an annual operating cost of $17 million.
Finally, SDEL will protect the environment more effectively: It is flexible in

operation, can be adjusted to meet many varying circumstances, and does not
present the tremendous energy use, waste disposal, and other potential environ-
mental problems or reliability problems encountered with scrubber operation.

Senator STENNIS. We will now take a short recess before we proceed
with the Appalachian Regional Commission.
[A short recess was taken.]
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INTRODUCTION OF ASSOCIATES

Senator STENNIS. The hearing will come to order.
First of all, I want to have for the record the names of all you gentle-

men. Mr. Donald W. Whitehead, Federal Cochairman; Mr. Orville
H. Lerch, Alternate Federal Cochairman; Harry Teter, Jr., Executive
Director; Francis E. Moravitz, Deputy Executive Director; and
Brinley J. Lewis, Budget Officer.
Which one is Mr. Lewis?
Mr. LEWIS. Yes, sir.
Senator STENNIS. There is the one that is the moneybags.
Well, we are glad to have you gentlemen.
And I know the history of this Commission, and we did not get

ready for it fast enough down there in my State, and we got left out.
And we got in later, and I offered an amendment here, and Senator
Cooper of Kentucky was one that helped me on it. At the same time
we put in this little strip up here in New York, you know, that southern
strip up there in New York.

All right.
Now, you are Mr. Whitehead?
Mr. WHITEHEAD. Yes, sir.
Senator STENNIS. We will call on you gentlemen now to present the

request for the fiscal 1975 budget and proposed program. Again, we
are glad to have you with us, Mr. Whitehead.

PREPARED STATEMENT AND JUSTIFICATION

You have a prepared statement?
Mr. WHITEHEAD. Yes, sir, but in the interest of saving time, I

would like to quote excerpts from that statement.
Senator STENNIS. All right.
Let us put the complete statement in the record here so no part

will be left out, and then you can emphasize what you wish. I think
that really is the best and most effective way to proceed. The fiscal
year 1975 budget justification will also be included in the record at
this point.
MT. WHITEHEAD. Thank you, Mr. Chairman.
[The statement follows:]
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I appreciate the opportunity to appear before this subcommittee on behalf

of the 1975 appropriation request for the Appalachian Regional Development

Programs and subregional budget approach. The budget request is for a

total of $295,240,000.

The Salaries and Expenses appropriation request is for $1,740,000. This

provides $290,000 for the entire cost of the Federal Cochairman's staff an

increase of $13,000. In addition, it provides $1,450,000, an increase of

$235,000, as the 50 percent contribution toward the administrative cost of the

Commission.

The major portion of the budget request is $293.5 million requested to

carry out the Appalachian programs. This is an increase of $23.5 million

over the 1974 appropriation. The request includes $160 million for the

highway program and an amount of $133.5 million requested for the other-

than-highway programs. I would like to summarize the major items concerning

our budget request.

HIGHWAY PROGRAM

The largest single program in this appropriation is the highway program

for which $160 million is requested to fund both the Appalachian Corridor

System and the Access Road program. This budget request will bring

appropriations for the highway program to a cumulative total of $1,515

million, which is within the authorization of $1,540 million through 1975.

The entire highway program during 1975 will obligate $160 million,

including $145 million for development highways, $12.9 million for access

roads, and $2.1 million for special planning efforts and administrative

costs.

Over the past 12 months the Commission has completed a number of significant

actions in the highway programs. About a year ago new corridors were designated

in Alabama, Mississippi and South Carolina, thus including all thirteen States



3821

in the corridor system. More recently the Commission acted to establish revised

state-by-state construction priorities and to permit Federal funding on four-lane

construction at 70 percent, the same level now established by law for the non-

interstate Federal-aid highway program. While the Appalachian Act has

always provided for Federal funding up to 70 percent, ARC early in the program

voluntarily restricted the Federal share on four-lane construction to 50 percent.

At the request of the States, and to keep the Appalachian highway program

funding equal with other Federal-aid highway funds, we are now funding at

the 70 percent permitted by law. This Commission action was coupled with a

revision and updating of our priority system so that higher priority highway

segments from both a State and regional viewpoint would be advanced. In addition,

the States have made a commitment to maintain within their portion of the Region

a level of highway expenditures at least proportionately equal to their past

5 year average.

The Commission also acted to allocate among the States the remainder of the

funds authorized through 1978. By this action the States can better plan and

schedule the work to be performed on priority highway projects over the next

few years.

The Appalachian Corridor System consists of 3,277 miles of highways,

with 435 miles adequate and of which 2,692 miles would be authorized for

construction. As of December 31, 1973, about 2,072 miles were in some stage

of design, right-of-way acquisition or construction work, exclusive of pre-

liminary location studies. Construction had been completed on 882 miles with

an additional 407 miles under construction. By the close of 1975 we estimate that

2,600 miles of the 2,700 corridor miles authorized will be committed, of which

1,530 miles will have construction either completed or underway. The balance

of the committed mileage will have right-of-way acquisition or design work

initiated.
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In addition to work on the Appalachian Corridor System, short access

roads can be assisted. These roads provide essential access to industrial

sites or parks, educational facilities, important recreational areas or other

sites having economic relevance, and are normally two-lane facilities of

relatively short length. We estimate that about 750 miles of access road

construction will be committed by the close of FY 1975 within the 1,600

miles authorized and the $99.2 million allocated to this program. As of

December 31, 1973, 672 miles of access roads had been approved of which 413

miles were completed and 83 were under construction. By the close of

FY 1975 we expect that 560 miles will be completed with an additional 170

miles under construction.

AREA DEVELOPMENT PROGRAM

The Area Development Program is the second largest Commission program

and for which we are requesting $125 million in 1975. This is an increase of

$19 million over the amounts appropriated in 1974 for the four programs pro-

posed to be included under the heading Area Development Programs.

In this program in FY 1975 the Commission proposes to make a single

allocation to each State. This allocation will include an amount specifically

provided for each of the subregions in which the State falls. Three States,

Tennessee, Virginia and West Virginia are each in two subregions. Ten

States are only in a single subregion. Within these allocations each State

is expected to plan for and to propose those projects deemed essential to

regional and State growth and development. The main difference from our

current procedure is that the State will not be bound to predetermined

allocations by individual program, such as health, supplemental grants.

One state may feel that it needs to place a larger portion of its funds in
to

vocational education projects, another may feel that supplemental gran
ts
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should receive increased emphasis. The States in the subregion will jointly

agree on strategies for development of the subregion.

Persuant to these plans the States would, as they do now, submit individual

project applications for Federal financial assistance under the ARC program.

These projects, as before, could be of any of the four types included under the

program, that is health and child development, mine area restoration,

vocational education, and supplemental grants, and would, of course, have

to meet the requirements specified under the particular Section of the Appalachian

Act covering those programs as well as Commission regulations and guide

lines promulgated under the Act. The Federal partnership and interest is

maintained by this and the continuing requirement that all project actions

require Commission approval including the assent of the Federal Cochairman.

I am describing elsewhere the variations among the subregions as to their

general strategy for the investment of funds. In carrying out these strategies

we estimate the following needs for funds as they would have appeared in

the categories previously used and as compared with 1974 appropriations.

(thousands of dollars)
1974 Appropriation 1975 Estimate

Section 202, Health Demonstration 43,000 45,000

Section 205, Mine Area Restoration 4,000 5,500

Section 211, Vocational Education 25,000 28,000

Section 214, Supplemental Grants 34,000 46 500

Total, Area Development Programs 106,000 125,000

These amounts represent the current estimates of the States as to their

program needs and probable utilization of allocations. During 1975 we would

expect some changes from these estimates could occur as the States find some

individual projects can not be funded because of local financing problems,

or other delays in being able to submit applications. In such cases, other
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high priority projects would be substituted by the State which might change

some what, the amounts for each type of program. The proposed single

allocation will permit us to readily respond to such changes in local needs

and priorities as they relate to overall State development plans.

Funds for the Area Development Program will be utilized to fund individually

approved projects under the four programs as follows:

HEALTH DEMONSTRATIONS, Section 202

This program for which $45 million is estimated, provides grants for

planning, construction, equipment, and operation of demonstration health

projects, primary health care systems, and child development programs

in selected areas throughout the Region. Grants are made for up to 80 percent

of construction and equipment costs and, during the first two years of services

projects, may provide up to 100 percent of operating deficits of such projects.

After those two years the Federal share may not exceed 75 percent of operating

deficits for up to an additional three years. Projects funded include such health

facilities as hospitals, diagnostic and treatment centers and outpatient services,

home health services, and other projects designed to make medical services

available to the residents of the areas. The health portion of this program is

estimated at $23.7 million. This includes some $17.7 million for continuing

approximately 170 currently operating service projects, and $3 million for

health construction and $3 million for new health service projects.

The child development component includes infant and maternal care and

nutritional services, day-care and infant and pre-school education, and

parent education. Demonstration programs will be conducted to provide, in

conjunction with other State and Federal programs, a coordinated program

plan for child development. We are estimating $20 million for child develop-
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ment of which some $17 million is estimated as needed to continue funding

some 200 existing operating child development projects in FY 1975.

MINE AREA RESTORATION, Section 205

Under the mine area program, Federal financial assistance is authorized

for up to 75 percent of the costs of restoring abandoned mine areas threatened

by subsidence or fire, or damaged by surface mining or acid mine drainage

and which are required for the protection of built-up areas or which can

provide much needed level land sites. Assistance is limited to publicly owned

lands. An amount of $5.5 million is estimated for this program in FY 1975.

This is an increase of $1.5 million over the $4 million appropriated for 1974

and is estimated to fund primarily surface restoration and acid mine

drainage projects in some five States.

VOCATIONAL EDUCATION, Section 211

We estimate that $28 million will be required in 1975 for the Vocational

Education program to provide grants to States and local districts for

assistance in the construction, operation and equipment of vocational

education school facilities. Vocational education facilities are key elements

in Appalachia for the training and upgrading of potential and existing labor

force entrants in skills required in commercial and other vocations. The

amount estimated for 1975 is $3 million over the $25 million appropriated in

1974. However, it represents a slight decrease in funding available for

vocational education facilities since all vocational education funds are being

shown under this head. Currently some $5 to $6 million of Section 214

Supplemental Grant funds are utilized to supplement the Vocational funds.

During 1975 some portion of these vocational education funds may require

the utilization of the Section 214 supplemental authority, although no dis-

tinction as to that funding is made here.
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The estimated $28 million for FY 1975 includes $5 million for operating

and demonstrating projects, the same as 1974, and $23 million for construction

and equipment projects.

SUPPLEMENTAL GRANTS, Section 214

An amount of $46.5 million is estimated for the supplemental grant

program primarily to assist Appalachian communities which have been

unable to participate fully in regular construction grant-in-aid programs

because of lack of local matching funds. Under this program the Federal

share of the project may be increased to a maximum of 80 percent. The

program in the past has been helpful in the attraction of State funds as

well as a greater share of Federal grant funds into the Appalachian

area. Although the Federal contribution may be as high as 80 percent, past

experience has been that the total Federal contribution has been about 52

percent, and that Appalachian Section 214 funds have comprised 17.7 percent

of total program costs. In 1971 the Commission was authorized to provide

special basic grants when there is insufficient basic money under regular

Federal grant-in-aid programs to permit funding of projects. Increasing

use is expected to be made of this feature which will probably result in an

increase in the overalll proportion of ARC funds to total cost.

The primary cause for the estimated increase of $12.5 million for

this program over the 1974 appropriation results from the need for about

$31.8 million for public facilities projects in the areas of water, sewer,

sewage treatment and solid waste disposal. Through FY 1973 1,752 pro-

jects had been apporoved for about $295 million in ARC funds.

That concludes the description of the four programs included under the

Area Development Program Activity.
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/

SECTION 302 PROGRAM

The amount of $8.5 million is requested for this activity which finances

the Federal contribution toward the administrative expenses of Local Develop-

ment Districts and projects for research, demonstrations, and technical

assistance programs aimed at satisfying regionwide, State, and district

needs. During 1975 the Commission will provide assistance to all 69

local development districts at a cost of $4 million, and will provide for a

research and technical assistance program of $2.5 million. The request

includes $2 million for demonstrations in the program areas of education

and special demonstrations particularly related to multi-functional and

multi-jurisdictional demonstrations developed and carried out by local

development districts.

No request for funds is made for the Housing Fund for 1975. Unobligated

balances on hand should be sufficient to carry out this program in 1975.

/
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APPALACHIAN REGIONAL DEVELOPMENT PROGRAMS
APPALACHIAN REGIONAL COMMISSION

SUMMARY OF APPROPRIATIONS BY ACTIVITY

1. Appalachian Regional Development Programs:

A. Area Development

(thousands of dollars)

1974 1975 Increase/
Enacted Estimate Decrease

Health Demonstration, 202 43,000

Mine Area Restoration, 205 4,000
--- 125,000 +19,000

Vocational Education, 211 25,000

Supplemental Grants, 214 34,000

Subtotal 106,000 125,000 +19,000

3. Research, Demonstration and LDD, 302 7,500 8,500 + 1,000

C. Housing Fund, 207 1,500 0 - 1,500

Total, Other Than Highway 115,000 133,500 +12,500

D. Highway Program, 201 155,000 160,000 + 5,000

TOTAL APPROPRIATION 270,000 293,500 +23,500

2. Salaries and Expenses:

Federal Cochairman and Staff 277 290 13

Federal Share of Commission Expenses 1,215 1,450 235

TOTAL APPROPRIATION 1,492 1,740 248

GRAND TOTAL 271,492 295,240 +23,742
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GENERAL STATEMENT

The Appalachian Regional Development Program was established in 1965 to assist
the Appalachian Region in meeting its special problems, to promote its economic
development, and to establish a framework for joint Federal and State efforts in sev-
eral directions, including the provision of basic facilities essential to the Region's
growth. It was the expectation of the Congress that the Appalachian Region would
generate a diversified industry and be able to support itself through the workings of
a strengthened free enterprise economy. As reported later in this budget, the Region
has been improved and strengthened partly through the efforts of this program.

The Appalachian Regional Development program has undergone some changes in emphasis
over its history. A number of programs have been discontinued while others have grown
in relative importance. These changes have reflected changes in other Federal programs
as emphasis has shifted to reflect changing national patterns of governmental concern
and as relative priorities in the Appalachian Region have changed. Similarly, there
have been a number of changes in the manner by which funds for the Commission's pro-
grams have been authorized and appropriated. These have moved from individual program
authorizations and appropriations toward multi-program authorizations and a single
appropriation. This budget represents a further innovation in the Commission's con-
tinuing attempts to provide the funds and the Federal-State partnership mechanism to
assist in the meeting of many of the Region's needs. It evidences this administration's
commitment to provide Federal assistance in accordance with priorities of need estab-
lished at the State and local level.

The budget proposes that funds for four Appalachian non-highway grant programs
previously carried as individual items be provided as a single program for block
allocation to the Appalachian States for implementing programs of area development.
Emphasis will be placed on conducting area development activities within the three
subregions and the overlaying Highland area of Appalachia by an allocation system permit-
ting each Appalachian State greater flexibility in the types of projects undertaken.

The projects included under this Area Development program activity will continue
to be of the same types as were previously conducted under the four separate activity
headings, namely; health and child development projects, Section 202; mine area
restoration projects, Section 205; vocational education facility projects, Section
211; and projects conducted under the supplements to Federal grant-in-aid programs,
Section 214. The allocation system will permit each State to plan the utilization of
its allocations by selecting the amount and type of projects, or project mix, as will
best meet its State Plan for development in 1975. As at present, individual projects
will continue to require Commission approval and will be administered and monitored
by the appropriate Federal agencies. The highway program, Section 201; the housing
program, Section 207; and the program for local development district support, research,
and demonstration, Section 302 will continue to be administered as at present with no
change in allocation or approval procedures.

This budget request is for a total of $295,240,000 to carry out the Commission's
program for the Region in FY 1975. The major portion of the request is for the
appropriation "Appalachian Regional Development Programs" which finances the programs
and assistance to the Appalachian Region. The estimate for these programs for FY
1975 is $293.5 million of which $160 million is for the highway program. The amount
of $133.5 million requested for programs other than highways provide $8.5 million for
the support of research, demonstrations, and local development districts (an increase
of $1 million over FY 1974) and $125 million for the area development programs. The
budget for area development programs is an increase of $19 million over the amounts
provided in 1974 for the four programs under this head. The 1975 budget request for
the entire Appalachian Regional Development Programs appropriation will provide a
total increase of $23.5 million over the comparable 1974 appropriation, including a
$5 million increase in the highway program and a decrease of $1.5 million in the
Housing Fund, where no additional appropriations are requested for 1975.

The request for "Salaries and Expenses" which provides for the 50 percent Federal
contribution for Commission staff and the full cost of the Federal Cochairman's staff
is for $1,740,000. This includes $1,450,000 for the Federal contribution to the
Commission's administrative expenses in 1975. The Act requires that the member States
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and the Federal Government both contribute 50 percent of the cost. This Federal
contribution will be matched by an equal amount from the 13 member states and will
provide for a Commission Administrative budget of $2,900,000 in 1975. The budget
also includes an amount of $290,000 for the expenses of the Federal Cochairman's
staff in 1975.

Appalachian Regional Development Programs 

The budget request of $293.5 million for this appropriation consists of three
items. The largest amount, $160 million, is for the Appalachian Development Highway
System authorized under Section 201 of the Act. This represents an increase of $5
million over the appropriation for 1974 of $155 million. The budget request of $160
million will provide for approximately $145 million of high priority development
highway requests and nearly $13 million of needed access road projects during FY 1975,
and will continue the program for special planning studies for economic utilization
in selected areas within the several States.

An amount of $125 million is requested for the second item, Area Development
programs. During 1974 a total of $106 million was appropriated for four programs
now proposed to be consolidated under this heading; health and child development,
Section 202; mine area restoration, Section 205; vocational education facilities,
Section 211; and supplements to Federal grant-in-aid programs, Section 214. The
request will provide an increase of $19 million over the 1974 appropriation. The
program proposes a block allocation of funds to States for carrying out projects
of the four types described above in a proportion determined by the States to pro-
vide the best project mix so as to best carry out their development plans during
1975, in accordance with the investment strategies devised by the States and as
approved by the Commission to meet the problems common to the geographic subregions
in which they are located.

The third item is the programs of support to research, demonstrations and local
development districts for which the amount of $8.5 million is requested. This is an
increase of $1 million over the amount appropriated for 1975. The increase is primarily
for the increased level of support for the 69 local development districts in the
Region.

No additional appropriations are requested for the final item, the Appalachian
Housing Fund. It is estimated that unobligated balances on hand after providing
for 1974 operations under this fund will be sufficient to fund a desirable level of
program in 1975 without further appropriations. This represents a decrease of $1.5
million from the 1974 appropriations.

The following table summarizes the comparable appropriation and obligation
requirements for fiscal years 1974 and 1975.

Program by Section of the Act
FY 1974

(thousands of dollars)

FY 1975 Increase/Decrease
Obliga. Approp. Obliga. Approp. Obliga. Approp.

201 - Highways 186,036 155,000 160,000 160,000 -26,036 + 5,000
Area Development Programs:
202 - Health Demonstration 50,872 43,000
205 - Mine Area Restoration 14,875 4,000
211 - Vocational Education 25,011 25,000
214 - Supplemental Grants 38,026 34,000

Sub Total 128,784 106,000 125,000 125,000 - 3,784 +19,000
302 - Research, Demonstration

and LDD 10,510 7,500 8,500 8,500 - 2,010 + 1,000
207 - Housing Fund 3,692 1,500 2,127 - 1,565 - 1,500

Totals 329,439 270,000 295,627 293,500 -33,812 +23,500
Less Use of Unobligated Bal. -61,366 - 2,127 +59,239
Balances Carries Forward to

1975 (Section 207) 1,927 - 1,927

Appropriation 270,000 270,000 293,500 293,500 +23,500 +23,500
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Summary of Budget Request for 1975

Section 201 - Highway Program (Page 11 )

The appropriation request for FY 1975 includes $160 million for the Appalachian

Development Highway Program. This is an increase of $5 million over the 1974 appro-

priation and when added to previous appropriations will provide a cumulative amount

for the program of $1,515 million and is within the authorized amount of $1,540

million through 1975.

The requested appropriation language includes phraseology similar to past years

establishing the amount of the cumulative appropriations as the limit on obligations.

This language limits the use of budget authority to exclude the contract authority

for FY 1976 which under the terms of the Appalachian Act would otherwise be available

for obligation in the prior fiscal year, namely FY 1975.

The budget request will provide approximately $145 million to high priority devel-

opment highway projects, $12,900 for access roads, and $2,100 for the special highway

planning program and administrative costs divided in nearly equal amounts. By the

close of FY 1975 it is estimated that a total of 1,530 of the 2,700 miles of

authorized corridors and 730 miles of access roads will have been contracted

for construction and virtually all of the engineering design underway on the

development corridors.

The Appalachian highway program is designed in conjunction with the Interstate

system and other Federal-aid highways in the Region to open up areas with development

potential where such development has been inhibited by lack of adequate access. The

intent of the program is to improve these roads at a faster rate than could otherwise

be accomplished through the use of funds available to the States through the use of

the non-Interstate portion of the Highway Trust Fund. The development highways when

completed are integrated into the Federal-aid highway systems.

Area Development Program (Page 24)

Under this activity $125 million is requested for block allocation to the 13

Appalachian States for implementing a program of area development. The funds will be

utilized by each State to provide during the fiscal year financial support for construc-

ting and supporting those facilities and operations deemed most essential to the

growth and economic development of the Region and the State.

Emphasis will be placed on coordinating area development activities within the

Region by an allocation system permitting greater State flexibility in the types of

projects undertaken with increasing attention to coordinated State strategies aimed

at common problems within the four geographic subregion areas of Appalachia.

The projects which can be effectuated by States may include the appropriate

project mix of four types of programs depending on the individual State Plans

adopted within the context of the subregional program stratigies. The four types

of projects will be those within ARC legislative authority for which funds were

separately provided in FY 1974 as follows:

Section 202 - Health and Child Development
Section 205 - Mine Area Restoration
Section 211 - Vocational Education Facilities
Section 214 - Supplemental Grant Programs

Total for 1974

Increase requested

Total for 1975

(thousands of dollars)
1974 Enacted 

43,000
4,000
25,000
34,000

106,000

19,000

125,000
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As before individual projects as authorized will be approved nder these four
programs upon application by the State member and approval of the Commission.

Section 202 - Health Demonstrations (Page 34)

Grants are provided for planning, construction, equipment and operation of demon-
stration health projects in selected multi-county areas throughout the Region. These
comprehensive health development projects include hospitals, regional health diagnostic
and treatment centers, and other health facilities and services. The demonstration
program is envisioned to provide for a flexible non-categorical approach to the
development of health demonstration projects through comprehensive community planning
on a multi-county, medical trade area basis and implementation of that planning through
service programs. Support of primary health care systems may also be provided for other
areas.

The program will continue support for a child development component including
infant and maternal care services, nutritional services, day care and infant pre-
school education, nutrition, and parent education. Demonstration programs will be
conducted to provide in conjunction with other State and Federal programs a coordinated
program plan for child development.

Through FY 1974 grant support is estimated to have been provided 585 health opera-
tions and services projects, 127 health facilities construction projects and 370 child
development operations projects. Under the terms of the Act, construction grants may
be made for up to 80 percent of project costs. Support for operating and service
type projects may be up to 100 percent for two years and 75 percent for three additional
years.

Section 205 - Mine Area Restoration (Page 44)

Federal financial assistance is authorized for up to 75 percent of the cost of
restoring abandoned mine areas damaged by subsidence, fire, or surface mining and
which have potential for economic growth. Through FY 1974 it is estimated that
financial assistance will have been given to 24 mine fire projects, 15 mine subsid-
ence projects and ZI projects for surface restoration, oil and gas well sealing
and acid mine drainage projects.

Section 211 - Vocational Education Facilities (Page 49)

The program provides grants to States and local districts for assistance in the
construction, equipment, and operation of vocational education school facilities at
both secondary school and post-secondary levels. Vocational education facilities are
key elements in Appalachia for the training and upgrading of potential and existing
labor force entrants in skills required in commercial and other vocations. Vocational
education is particularly important to the Region because a smaller proportion of stu-
dents continue their education beyond high school than is the average in the United
States.

Through FY 1974 the program is estimated to have approved 495 construction and
equipment grants and 88 grants for operating and demonstration projects. When those
projects are completed it is estimated that we will have provided the region with
facilities for approximately 190,000 secondary and 45,000 post-secondary students.

The funds provided here are in addition to funds that have been regularly available
to States and localities through the regular Vocational education program administration.

Section 214 - Supplemental Grants (Page 55)

The supplemental grant program was initiated to assist the Appalachian communities
which have been unable to participate in regular construction grant-in-aid programs
because of lack of local matching funds. Under this program the Federal share may be
increased to a maximum of 80 percent. The program in the past has been helpful in
the attraction of State funds as well as a fair share of Federal grant funds into the
Appalachian area. Although the Federal contribution may be 80 percent, recent program
history has been that total Federal contribution has been slightly over 50 percent, and
that Appalachian Section 214 funds have comprised about 18 percent of total program costs.



3833

Under the 1971 amendments this program may also provide special basic grants
when there is insufficient money under regular Federal grant-in-aid programs to
permit funding of necessary projects. Increased use has been made of this authority
in 1973.

Since inception this program has assisted 1,752 projects for a total of $295
million. During 1974 grant assistance for 160 projects is estimated.

Section 302 - Local Development Districts, Research, and Demonstration (Page 61)

The amount of $8.5 million is requested for this activity which finances the Fed-
eral contribution toward the administrative expenses of local development districts
and projects for research, demonstrations, and technical assistance programs aimed at
satisfying regionwide, State, and district needs. During 1975 the Local Development
District program will provide assistance to approximately 69 such districts at a cost
of $4 million. The program will also provide for a research and technical assistance
program, including State management assistance for $2.5 million. The request includes
$2 million for demonstrations in the areas of education and special demonstrations
particularly related to innovative multi-functional and multi-jurisdictional efforts
of local development districts.

Section 207 - Appalachian Housing Fund (Page 69)

This program provides for several ways of assisting the Region in obtaining a
larger share of housing for low- or moderate-income families. These include technical
assistance grants for the organization of State housing corporations and local non-
profit groups to encourage such housing construction.

Under the 1971 Amendments to the Act, grants may be made for site development
costs and offsite improvements such as sewer and water line Extensions where necessary
for economic feasibility of the housing project. Grants for such purposes may not ex-
ceed 10 percent of the project cost. It is estimated that the program in 1975 will
provide for approximately 6 technical assistance grants, 7 site development grants to
assist approximately 7 projects, as well as 22 planning loans for approximately 2,500
housing units. Through 1973 there were approved 107 planning loans for some 12,000
housing units, of which some 7,600 units are currently anticipated to go to construc-
tion.

Salaries and Expenses (Page 75)

The request for $1,740,000 for this appropriation includes an amount of $290,000
for the Federal Cochairman and $1,450,000 for the Federal contribution to the admin-
istrative expenses of the Commission.

The amount of $1,450,000 consists of the 50 percent Federal contribution to the
administrative expenses of the Commission and is matched by an equivalent contribution
from the States. These amounts finance 88 staff positions of the Commission, addi-
tional positions for the administration of the LDD, research and health demonstration
projects continue to be funded from those programs. Staff remains at 110 for 1974
and 1975, a reduction of 5 from the 1973 level.

GOALS AND OBJECTIVES

The Appalachian Regional Commission has as its overall goal the acceleration of
economic and human resource development in a vast geographic region made up of West
Virginia and parts of Alabama, Georgia, Kentucky, Maryland, Mississippi, New York,
North Carolina, Ohio, Pennsylvania, South Carolina, Tennessee and Virginia. Efforts
to achieve this goal have focused on the development of Appalachia's human and
natural resources, the provision of improved transportation systems and other basic
infrastructure and, where necessary, the organization of new institutional structures
to plan and carry out economic and social development programs.

Unique in its stature as an independent agency and its Federal-State-local
structure, the Commission operates on the premise that the people are in the best
position to identify their problems and that, given the proper financial and techni-
cal assistance, they are capable of solving those problems through a carefully plan-
ned and phased public investment and institutional development program.
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The Appalachian program is, in fact, an experiment in which the people and their
governments at every level have launched a cooperative effort to build a better way
of life for the more than 18 million persons who reside in Appalachia.

The Appalachian Experiment 

In his 1972 Message on Revenue Sharing the President stated in part:

Almost all of the success stories that can be found in rural
economic development have occurred because local officials and
private leaders have entered into a public-spirited partnership
and have taken the initiative. We must do all we can to encourage
such partnerships.

In the same address, the President also commented:

I believe that a major missing ingredient has been effective
control of development programs at lower levels of government.
Because we have relied so exclusively on Federal funds.. .too
many decisions have been made in Washington and too few have
been made in rural America.. .1 believe we should return power
to officials who are selected at the State and local levels.

The concepts embodied in the President's statement are similar to those upon which
the Appalachian program operates. The Appalachian Regional Commission and its program
have proved a innovative experience by devising new, more workable means for utilizing
public funds in a way that is responsive to the needs and wishes to the people. The
current budget proposes an extension of these policies by providing the States, and
through them the communities and local development districts, with an increased
ability to plan their overall development program with a minimum of artificial
restraints.

Appalachian Commission Structure 

The Commission is set up on the following basis: a Federal Cochairman (appointed
by the President with Senate confirmation), and the Governors of the 13 States.
Serving as counterpart to the Federal Cochairman is the States' Cochairman (the
Governors each serve a six-month term in this position). The Act also provides for
an alternate Federal Cochairman appointed by the President.

Each of the Governors names an official State Representative, along with an
alternate, to assist him with duties relating to the Appalachian program and to rep-
resent him at Commission meetings. The Governors collectively have created the
position of States' Regional Representative to give him a day-to-day voice in pro-
gram administration.

Both the Federal Cochairman and the States' Regional Representative maintain small

staffs to assist them with their duties. The Federal staff is supported entirely by

Federal funds; the States' staff by State funds.

A program or project proposal can be brought before the Commission only by the

State member involved. All formal actions require the affirmative vote of the

Federal Cochairman and a majority of the State members. To facilitate continuing

policy administration, however, the Commission has given authority, including project

approvals, to an Executive Committee composed of the Federal Cochairman, the States'

Regional Representative as voting members and the Executive Director of the Commis-

sion supportive staff as a nonvoting member.

The primary responsibilities of the Commission acting through its supportive 
staff

and working with the States are:

. To develop, on a continuing basis, comprehensive and coordinate
d

plans and programs for the development of the Region;
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. To implement these plans through financial assistance, provided
under the Act, for the appropriate programs and projects;

• To provide technical assistance to the States and local develop-
ment districts in implementing the Appalachian program; and

• To serve as a focal point for coordination to Federal and State
efforts in Appalachia.

To sponsor and initiate research on problems facing the Region.

The Investment Strategy 

The Appalachian Regional Development Act mandates certain actions and procedures
with respect to investment placement. The Commission was directed to concentrate its
investments in "areas with a significant potential for future growth where the re-
turn on the public dollars invested will be the greatest".

Based on the reasoning that individual States are best qualified to determine

those areas within their boundaries having the greatest potential for growth, re-
sponsibility for identifying such areas was given to the States. These growth areas
have been assigned the highest priority for concentrations of public effort and in-

vestments under the ARC program. However, two important exceptions have been made

with regard to this strategy: projects outside growth areas may be included if it

is demonstrated that they will have a direct and substantial impact on a growth

area; projects directed toward human resources development may be located in areas

where they will serve concentrations of people even though the location is not a
growth area. The justification for the latter is that such projects serve a regional

development objective by providing the Region's population with the basic health and

skills necessary to compete in the labor market wherever they choose to live.
Secondly, the development of Appalachia's human resources in all portions of the
Region is important to the development of growth areas, which are likely to draw on

large portions of the Region for their labor force needs, either through commuting

or the eventual shifting of population.

A prerequisite to making sound investments is planning, which to be effective,
must be responsive to the needs and desires of the people. In order to achieve this

responsiveness and to encourage planning that would result in a higher level of pub-
lic services provided with increased efficiency through the achievement of economies
of scale, a network of multi-county local development districts was created. These

districts are governed by boards composed of elective officials, civic leaders and
others chosen to represent the local population.

Local development districts (LDDs) are charged with responsibility for encoura-
ging local governments to work together in assessing their needs and combined poten-
tials, to prepare public investment strategies designed to meet the needs and develop
the potentials identified, and to use their combined resources in accord with this
strategy.

The reasoning and strategies developed by the LDDs are expressed in a planning
document which is submitted to the Governor for incorporation into a State Appala-
chian Development Plan in accord with the overall development goals and policies of
the State. The State plans then go to the Commission for review and approval. Once
approved, the plan becomes the "road map" followed by the Commission and the State
in policy decisions and in the actual implementation of programs and projects.

The Commission itself has opened a new channel between the Appalachian States
and a multitude of Federal agencies. Appalachian funds, in many cases, are being
used in conjunction with grants from other agencies and it is an important function
of the Commission staff to provide the States and local development districts with
the technical assistance necessary to help them meet qualifications for basic agency,
as well as Appalachian, funds. Only through such multi-level planning and coopera-
tion can the Appalachian or any program be responsive to the people it serves.
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SECTION 201: APPALACHIAN DEVELOPMENT HIGHWAY SYSTEM

(thousands of dollars)

1973
Actual

1974
Enacted

1975
Estimate

Increase/
Decrease

Appropriations $205,000 $155,000 $160,000 $ + 5,000

Obligations 182,607 186,036 160,000 -26,036

1975 Request

The budget for FY 1975 includes a request for an appropriation of $160 million

for the Appalachian Development Highway program. This appropriation request, when

added to the $1,355 million previously appropriated, will provide a cumulative amount

of $1,515 million. The request provides an appropriation increase of $5 million over

the $155 million appropriated for FY 1974.

Status of Authorizations and Appropriations 

The Appalachian Highway program has been funded since the 1971 Amendments to the
Appalachian Regional Development Act by annual amounts of contract authority which are
currently authorized through FY 1978. Through FY 1974 the Congress has provided annual
appropriations equal to the cumulative amount of contract authority specified for that
period. For FY 1975 the request of $160 million will provide for the highest priority

projects within the various States.

The following table shows the relationship on a current and cumulative basis of

authorizations and appropriation requests through FY 1975:

Authorizations:

1973 Actual

(millions of dollars)

1974 Enacted 1975 Estimate

Cumulative $1,175.0 $1,355.0 $1,540.0
Current Year 180.0 180.0 185.0

Appropriations:
Cumulative 1,200.0 1,355.0 1,515.0
Current Year 205.0 155.0 160.0

The annual amounts of contract authority authorized by the 1971 Amendments to

the Act were also made available for obligation during the fiscal year immediately

preceding the year of contract authority. Under this authority the Commission must,

by December 31, allocate among the States the contract authority for the succeeding

year. These allocations can be released for obligation by the States when authorized

through appropriation acts and approved apportionments.

Status of Program Allocations 

Prior to 1971 authorizations for the Highway Program totaled $1,165 million

(through FY 1973), of which the Commission allocated $1,080 million for development

corridors, and $80 million for access roads. In 1971, the authorization for the
Appalachian Development Highway System was amended to provide additional authority

of $925 million (through FY 1978) for a grand total of $2,090 million. The

Commission initially allocated only a portion of the new authorization providing

an additional $30.9 million for access roads, and $435 million for the develop-

ment corridors. Subsequently, $11.7 million was transferred from access roads

to corridors.

The Comuission has recently acted to allocate among the States the entire
authorized amount through FY 1978. This allocation of funds which distributes

the remainder of the available development highway funds provides advance notice to

States and their highway officials of the approximate amount of funds which will be
available against which they can prepare plans. With this notice they are able to
better plan the future construction needs and to initiate at an earlier time the design
work and right-of-way acquisition necessary before construction can begin. The
following table summarizes the allocations of authorizations by the major highway sub-
programs. These funds are further allocated among the States by fiscal year but can
be adjusted among States so that unused allocations during a specific fiscal year for
either access roads or development highways may be advanced to another state which is
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ready to proceed with construction. This aids in assuring continued progesss in getting
various portions of the system underway.

Thru 1973

(millions of dollars)

Thru 1974 Thru 1975 Thru 1978

Total Authorized 1,175.0 1,355.0 1,540.0 2,090.0

Allocations by Program:
Development Highways 1,080.0 1,247.0 1,431.0 1,974.8
Access Roads 88.7 99.2 99.2 99.2
Administration and
Special Planning 6.3 8.5 9.8 16.0

Unallocated --- .3

These amounts include adjustments made in 1973 to provide for inclusion in the
Development Highway System of highway corridors in three states (Alabama, rississippi,
and South Carolina) which were not previously included. Partial financing of these
corridors was established through a transfer of $11.7 million of access road alloca-
tions from the three states and a commitment from the Commission of up to ;1;5 million
annually beginning with the 1975 allocations. Development Highway allocations by states
on this basis are shown in Table I following and for Access Roads in Table .

Program for FY 1975 

The Commission is in the process cf preparing with each state and its highway
department a definition of highway project priority classifications. During FY
1975 highway project work will be selected by the individual states from the high
priority projects that are consistent with the state's ability to schedule project
work of either a design, right-cf-way, or construction nature. During 1974, it is
expected, as shown in the table below, that the states can obligate more funds on
the development highway portion of the program than the allocation would indicate
As has been the practice in the past, unused allocations in the access road program
may be temporarily borrowed at the close of the fiscal year to permit the development
highway program to advance as rapidly as possible. Borrowed allocations are returned
during the next fiscal year. The following tables reflect cumulative obligational
estimates as compared with allocations through 1974 and 1975, and immediately follow-
ing that, annual obligational estimates for the same years.

(millions of dollars)

Thru 1974 
Obligation

Allocation Estimates 

Thru 1975 
Obligation

Allocation Estimates 

Cumulative Status:
Development Highways 1,247.0 1,266.0 1,431.0 1,411.0
Access Roads 99.2 81.3 99.2 94.2
Administration &
Special Planning 8.8 7.7 9.8 9.8

Total 1,355.0 1,355.0 1,540.0 1,515.0

Annual obligation amounts:

1973 Actual

(thousands of dollars)

1974 Enacted 1975 Estimate

Development Highways 173,614 164,958 145,000
Access Roads 7,760 18,168 12,900
Administration & Special Planning 1,233 2,910 2,100

182,607 186,036 160,000

Balance from prior year -8,643 -31,036
Balance to future year 31,036

Appropriation 205,000 155,000 160,000

The above funds will finance a program which, by the close of FY 1975 is antici-
pated to result in a total of 1,530 development highway miles and 730 access road
miles either contracted for construction or already completed. Adding the additional
mileage for which Engineering Design or Right-of-Way acquisition 011 have been ob-
ligated there will be by the close of 1975 a total of an estimated 2,600 development
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TABLE I

APPALACHIAN HIGHWAY PROGRAM OBLIGATIONAL NEEDS
State-by-State Summary

(thousands of dollars)

DEVELOPMENT HIGHWAYS:

Alloc. of
Total

Authors.

Obligated &
prefinanced
thru 1973

Cumulative
allocation
thru 1974

Cumulative
allocation
thru FY 75

Estimated
State Obligational

Capability
through 74

Alabama 16,672 6,083 6,500 9,043 7,006

Georgia 43,855 22,275 24,579 27,948 25,772

Kentucky 325,148 212,461 231,997 258,521 277,708

Maryland 110,444 66,364 65,457 72,C41 66,747

Mississippi 11,156 0 4,000 5,789 1,000

New York 214,325 136,370 145,777 167,104 181,497

North Carolina 96,225 58,726 65,949 73,610 66,742

Ohio 89,855 54,481 68,944 74,225 69,090

Pennsylvania 372,560 132,158 178,823 227,815 186,811

South Carolina 3,872 0 1,200 1,200 100

Tennessee 179,700 77,356 79,755 105,031 109,864

Virginia 88,057 65,514 59,159 66,462 68,254

West Virginia 422,931 320,927 314,860 342,211 330,122

Sub-total 1,974,800 1,152,715 1,247,000 1,431,000 1,390,713

Access Roads: 99,200 63,132 99,200 99,200 81,300

FHWA-Admin.-Misc. 16,000 4,790 8,500 9,800 8,500

Unallocated 300

TOTAL 2,090,000 1,220,637 1,355,000 1,540,000 1,480,513

Appropriations 1,175,000 1,355,000 1,515,000 1,355,000

Amount pre-financed 51,673 80,000

Unobligated Balances 6,036

I
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highway miles and 750 access road Wes with obligation commitnents. The following

table summarizes the amount of highway mileage authorization which will be utilized as

of June 30, 1975 as compared with the maximum mileage authorized under the Appalachian

Act. It should be noted that the financial authorizations through 1978 would only be

sufficient to fund approximately 800 miles of the up to 1600 access miles authorized,

and full construction on approximately 1,730 of the 2700 development corridor miles

authorized.

1. Maximum mileage authorized
2. Highway mileage utilized:

(a) Highway construction underway or
completed, June 30, 1975

(b) Highway mileage under design or right-
of-way acquisition, June 30, 1975

Development
Corridor

Access
Poad Total

2,700

1,530

1,070

1,600

730

20

4,300

2,260

1,090

Total, mileage committed 2,600 750 3,350

Mileage authorization uncommitted by 1975 100 650 950

Program Requirements

The Appalachian Development Highway System as approved by the Commission currently

consists of some 3,277 miles, but 380 miles of highway on the System has been rated

"adequate" and does not require improvement; 2,692 of the remaining miles have been

authorized for construction assistance and are within the Congressional limitation of
not to exceed 2,700 miles.

In the 1969 Amendment to the Appalachian Regional Development Act, it was noted

that the cost estimates for completion of the System were increasing and that the

authorizations would only provide the funds to construct approximately one-half of the

nearly 2,600 miles requiring construction improvement. The 1971 Amendments provided

no additional mileage but increased authorizations by about $890 million with the intent

to complete the Development Highway System. The Commission recognized the effects

of the cost increases and adopted in its early years a policy of 70 percent Federal

financing for the engineering, right-of-way, and construction of two-lane highways

while providing only 50 percent Federal funds for four-lane construction. This policy

has helped stretch out the mileage that could be constructed with the funds authorized

and appropriated.

More recently, the Federal Highway Act has been amended to provide for a 70 per-
cent Federal contribution on non-Interstate highways, an action which caused the
Commission to review its current 50 percent policy on four-lane construction. We expect

the Commission to return to the initial statutory limit and to permit an up to 70

percent Federal share on all highway projects. This action and the effects of cost
increases over the years has made it even more evident that the Appalachian
Development Highway System cannot be completed in its entirety within the authoriza-
tions available through 1978. Accordingly the States and the Commission are develop-
ing priorities for highway construction activity within the next several years which
will best meet regional and State priorities. Actual accomplishments of these prio-
rities will depend on the ability of State highway departments to schedule engineering
design and right-of-way acquisition and to obtain necessary clearances relating to

environmental impact and to relocation activities. A further complicating factor is
the present uncertainty concerning the energy shortage and its exact impact on State
gasoline tax collections which for the most part finance the State share of the project

cost.

Table II summarizes status of mileage by State as of December 31, 1973. Nearly
882 miles are now completed with an additional 407 miles now under construction. By

June 30, 1975, it is estimated that 318 miles now under construction will be completed
providing a total, by that time, of approximately 1,200 miles completed.

Currently another 319 miles are in right-of-way acquisition stages, with engineering

design underway on an additional 464 miles of highway. Most of this mileage will not

be ready for construction until after fiscal year 1974. A total of 2,072 miles, or

about 74 percent of the 2,689 miles requiring construction has had engineering design
initiated.
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TABLE II

APPALACHIAN DEVELOPMENT HIGHWAY SYSTEM

MILEAGE SUMMARY

CUMULATIVE STATUS AS OF DECEMBER 31, 1973
Location
studies, Design, RW RW con-

Eligi- design, RW construc- struction Construc-
ble for construc- tion complet- completed tion corn- Construc-1/

Total construc- tion complet- ed/or or pleted/ tion -
State Corridor tion ed/underway underway  underway underway completed 

Alabama 156.6

Georgia 88.0

Kentucky 585.9

Maryland 84.6

Mississippi 104.0

New York 254.3

N. Carolina 206.2

Ohio 294.0

Pennsylvania 504.7

S. Carolina 30.7

Tennessee 340.9

Virginia 200.9

West Virginia  426.4 

TOTALS 3,277.2

Estimated status as of:

June 30, 1974
June 30, 1975

73.6* 111.1 67.5 28.5 22.6 6.4

85.7 85.7 29.2 29.2 26.6 14.2

422.0 422.0 405.4 326.2 242.1 145.7

80.6 80.6 54.6 54.6 54.6 19.7

31.7* 104.0 63.9 0.0 0.0 0.0

218.3 218.3 193.8 180.8 148.9 106.3

196.8* 194.8 151.4 138.1 107.0 70.1

201.4 201.4 177.1 160.4 99.3 85.4

452.1 452.1 285.5 152.6 132.4 86.8

13.1* 0.0 0.0 0.0 0.0 0.0

326.1* 330.4 208.7 156.5 119.6 114.0

176.0 176.0 150.5 131.7 121.1 98.4

414.2 413.5 284.7 249.6 214.8 134.2

2,691.6 2,789.9 2,072.3 1,608.2 1,289.0 881.9

2,800.0 2,300.0 1,800.0 1,400.0 1,050.0
2,845.0 2,600.0 2,000.0 1,530.0 1,200.0

1/ Of the total completed mileage, 876.3 miles have been opened to traffic.

*Only portions of Corridors V and W in these States are eligible for construction due to 2,700
mile construction limitation ir the Act.
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Status - December 31, 1973 

Miles in Miles est. riles est.
Category Cumulative June 1974 June 1975 

Construction completed 881.9 881.9 1,050.0 1,200.0
Construction underway 407.1 1,289.0 1,4C0.0 1,530.0
ROW in 319.2 1,608.2 1,800.0 2,000.0• process
Design begun 464.1 2,072.3 2,300.0 2,600.0
Location studies begun 717.6 2,789.9 2,800.0 2,845.0

Purpose of the Highway System 

One of the primary factors which has contributed to Appalachia's relative
economic stagnation is its isolation. This impact results from the difficulties
of transport in a rugged region. Roads have been expensive to build and in the past,
roads have been built to "follow the topography". In the past, major national trans-
portation arteries were built to by-pass Appalachia rather than go through it
despite its large population. So what evolved in Appalachia was a system of winding
roads following stream valleys and troughs between the mountains, And, in general,
these roads were, more often than not, narrow two-lane roads that could be squeezed
into the limited available space. This system profoundly discouraged commerce and
industrial development -- slow roads, a great mileage due to the winding pattern,
unsafe roads built to poor design standards, short sight distances, and extremely
high construction costs. With the exception of some communities located on major
east-west routes, i.e., the National Pike and Lincoln Highway, most Appalachian
communities were not able tc compete for large employers because of poor access to
national markets and the fact that commutation was so difficult that the size of
available labor pools was severely limited by the transport system itself.

Construction of the Appalachian System, complementary to the Interstate routes,
previously authorized by the Congress, is regarded by the Commission as the key to
an accelerated rate of economic growth in the Region. The designated System serves
to encourage the location of new industrial and commercial enterprises in the Region.
Of equal significance is the fact that many of these highways facilitate commutation
from rural, but heavily populated areas to jobs in the major communities and cities.

The System is composed of the following routes:

--Corridors A, B, C, and K together provide a north-south route located generally
midway between Interstate 75 and Interstate 77, and connecting Atlanta, Georgia,
and Chattanooga, Tennessee, with Asheville, North Carolina, and Cincinnati and
Columbus, Ohio.

--Corridors D. E, and H provide east-west connections from Cintinnati through
Central West Virginia to the Baltimore-Washington metropolis.

--Corridors J, F, G, and S provide routes extending north from Chattanooga,
Tennessee, to Interstate 75 south of Lexington, Kentucky, and extending from
Interstate 75 north from Knoxville to Charleston, West Virginia.

--Corridors Q, R, and I provide an east-west connection from Interstate 81,
southwest to Roanoke, Virginia, to Interstate 64 east of Lexington, Kentucky.

--Corridor L provides a north-south connection through central West Virginia,
connecting Beckley, West Virginia, and Interstate 79 near Sutton, West
Virginia.

--Corridor M provides an east-west route across Pennsylvania, connecting Interstate
76 near Pittsburgh and Interstate 81 near Harrisburg, Pennsylvania. This
corridor parallels and upgrades U.S. Route 22.

--Corridors N, 0, P, and U provide a north-south route from Corridor E in reryland
to Interstate 80, and via Interstate 80 to New York City on the east; also ccnnect
Williamsport, Pennsylvania, with Elmira, New York.

--Corridor T provides an east-west route midway between Interstate 80 in central
Pennsylvania and Interstate 90 across New York State, beginning at Erie,
Pennsylvania, and crossing the Southern Tier counties of New York to Interstate
81 at Binghamton, New York. This corridor parallels and upgrades State Route
17 in New York.
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--Corridor V provides an east-west route across northern Mississippi and Alabama

connecting Interstate 55 west of Oxford, Mississippi with Interstate 24 near

Chattanooga, Tennessee. (59 miles in Mississippi and 44 miles in Alabama are

eligible for ARC aid.)

--Corridor W provides a north-south route primarily in Appalachian South
Carolina connecting Interstate 85 near Greenville, South Carolina with
Interstate 26 near Hendersonville, South Carolina. (13 miles in South
Carolina eligible for ARC aid.)

The Interstate Highway System will be of great value to Appalachia. Its primary

effect, however, will be to provide high speed through routes between large population

centers outside the Region. When the Interstate Highway network was developed, the

major routes through and in the Region--I-70, 1-40, 1-81, and I-75--tended to follow

the well-established corridors and did not open up isolated, but heavily populated

areas which had been historically bypassed. Moreover, except for the Interstate

System, allocation of Federal-aid highway funds was not based on cost of constructicn,

a factor which greatly discriminated against the Region where the cost of building a

highway through the mountains was high and where useable and desirable land for right-

of-way is at a premium.

While there is widespread evidence, in Appalachia and elsewhere, that building a

highway alone will not by any means guarantee automatic economic and social growth to

the towns and cities which lie in its path, good access to national markets is an

essential pre-requisite to growth. The highway and other transportation improvements

must be accomplished, however, by concerted efforts to upgrade health, education,

community services, and the quality of an area's environment.

For these reasons, a network of Appalachian Development Highways was recommended

by the President's Appalachian Regional Commission in 1964. The system was to serve

as a framework along which other investments in education, health, housing, and com-

munity development would be placed to provide maximum access for the people in surround
-

ing areas. In some cases, existing alignments would be used, in others, new highways

would have to be constructed. But, in any event, the system was to be capable of

carrying traffic at an average travel speed of 50 m.p.h.

The States and the Commission realized in the early years of the A
ppalachian Pro-

gram, that authorization would not be sufficient to complete the entire
 system. And,

as additional engineering, inflated costs, new safety standards, and re
location bene-

fits were added in, the discrepancy between such needed improvements and fu
nds avail-

able has widened. A policy was established to improve the poorest sections of highway

first. Each State thus established road building priorities. In some cases long

stretches of road will be built, while in others short segments of onl
y several miles

in length are first to be built. By establishing such a priority system, the best

possible physical continuity is achieved during the over all construction 
program.

While the accomplishments of the program if plotted on a map might appear 
to be dis-

parate and disconnected sections, in actuality each corridor can be rep
resented by seg-

ments of highway in varrying conditions, but, in most cases, providing a 
continuous

system. For the nearly 900 miles completed and some 380 miles not requirin
g con-

struction, this would appear on the map as modern highways. The remaining corridor

mileage would vary as to its condition. Generally the least modern roads and those

in the worst condition would have been improved first. The General Accounting Office

has recommended that priorities be established by corridor rather than by adequacy.

After careful consideration, the Commission has rejected this recommendation as incon-

sistent with conduct of the over all regional development program.

The Commission recently completed a review of the Appalachian Development H
ighway

System with respect to certain key policy issues. These issues were:

1. A review of the existing priority system, how general priority rankings were

assigned and an assessment of State and Regional needs.

2. Adoption, if appropriate, of a revised priority system based on new criteria.

3. Review and adoption of general rules for allocation of funds.

4. Review and adoption, if appropriate, of a revised policy for the Federal

share of total project costs.

When the Commission was created Congress provided it with the authority
 to fund

all highway activities at a 70/30 Federal-State ratio even though the basic
 Federal-

aid highway program (excluding interstate) was being funded on a 50/50 
basis. Since
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the Commission was concerned at the outset with rising cost it elected to restrict
itself to allow 70/30 funding for all preliminary engineering, acquisition
of right-of-way, and construction of two lane roads. The construction of four-lane
roads was to be on a 50/50 basis in order to build more miles within authorizations
then available. However, recent Federal-Aid Highway Acts provided for a transi-
tion from 50/50 to 70/30 on the regular Federal-aid highway systems on July 1, 1973
and an anticipated "crunch" in state matching funds for a number of Appalachian
states raised serious questions as to whether existing ARC policy might adversely
effect construction of the Appalachian Development Highway System. The responses to
this concern from the States strongly favor return to 70/30 in all phases of the
highway program and the Commission is likely to take this action prior to FY 1975.

In 1972 the states, working with the Federal Highway Administration, prepared
revised cost estimates for the Appalachian Development Highway System, generally
following the procedures for preparing interstate cost estimates. These revised
cost estimates were utilized, along with an evaluation of prior allocations,
in helping to arrive at a set of general rules for allocating among the states the
remaining unallocated funds authorized by the Congress through FY 197E.

The development of a new priority system for the Appalachian Development Highway
System was a major program effort in 1973. In addition to the 1972 Cost Estimates,
each state furnished the Commission with a general view of its priorities on a year
by year basis. The Commission developed many different sets of socio economic and
highway data, studied various interrelationships and in November, 1973 adopted the
general rationale for assigning priorities to highway activities on segments of the
Development Highway System. The Commission staff has been working with repres-
entatives of the states and their highway departments to reach agreement on a set
of priorities that will meet both regional objectives and the individual highway
objectives and needs of the States. Under this system priorities are being assigned
to each highway activity alevery segment of the system. Thus, a top priority may be
given to engineering or right-of-way acquisition to move the system forward, even
though it would be known that time or funds would not permit construction of that
segment by 1978, the last year of authorization. Special emphasis has been given to
the various state line crossings in the priority system as these are considered by
many to be one meaningful measure of the regional nature of the program.

Socio-Economic Effects

In discussing the specific impact of the Appalachian Development Highway program,
two additional facts must be remembered: first, since the Appalachian and Interstate
Highway System were designed to complement each other, it is difficult to sort out the
contribution of either partner alone; and second, neither highway system has been com-
pleted. However, some early effects of the combined highway programs are already
visible. In addition, informed estimates cannot be made of the impact these new high-
ways will have on the future of the Region when the network is completed.

The major economic effects of the highway system are those dealing with changes
in employment and industrial growth. Between 1965 and mid-1970 total employment in
the Region increased by over 545,000. Perhaps even more significant, employment in
manufacturing, contract construction, wholesale trade, and most services increased at
a greater rate in Appalachia than in the U.S. as a whole. One important reason for
the growth of employment in manufacturing was the large number of new plants which
have been located in Appalachia since 1965. A previous ARC study showed that more
than three-fifths of all new industrial locations are within 20 minutes of the new
highway, and almost one-half were within 10 minutes travel time. This same study
identified 1,149 new plants since 1965, representing over 200,000 new jobs. In the
coal region of southwestern Virginia, for example, a development complex is being
developed on a site at Duffield adjoining the highway. Several new manufacturing
plants have already located there. The construction boom stimulated by this and
other Appalachian efforts in the local area has generated a housing shortage in an
area previously subject to severe out-migration. Construction of new housing is now
a major priority along the highway.

Many community leaders have told ARC staff that beginning in the late 1960s much
more economic growth has occurred and many had major problems in finding more workers
and in meeting the demand for housing. Almost all of the communities had responded
positively to their new locational advantages by undertaking the following action:

1. They had created an industrial development agency with authority to acquire
large tracts of land and were developing these tracts as industrial parks.
These industrial sites, which were acquired in advance of specific and
immediate needs, were in most cases located near highway interchanges. The
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more successful communities were developing two or three such parks, each
containing several hundred acres.

2. They were keeping ahead of their public service needs. Major expansions of
water systems had either been recently completed or were in the process of
being constructed, with full utilization of financial assistance from the
Appalachian Regional Commission and other agencies.

3. Many of the cities were participating in multi-community planning and
development programs.

Another major purpose of the Appalachian Development Highway System is to facili-
tate commuting and to provide the basis for developing new economies of scale for the
delivery of social and governmental services. If rural people are to have the same
quality of health and education opportunities as those living in urbanized areas, for
example, these services must be provided over areas large enough in population and tax
base to be able to support them. This can be accomplished only if people living in
the areas to be served can reach the services within a reasonable period of time.
An efficient transportation network is an essential underpinning for new plans for
improving social and other services in Appalachia.

But these new opportunities could not be created unless local jurisdictions were
willing to pool their resources and build area schools, area hospitals, area sanita-
tion systems, and area water systems. Such an area approach must also deal realistically
with the urban and rural changes wrought by the automobile.

The multi-county local development districts are an important ingredient in
helping to plan locally these developments. In each of these districts a center, or
centers, has been identified as the hub from which many specialized services can be
provided in the future to the surrounding rural areas. In all but a few cases, these
centers are strategically located on the Appalachian or Interstate Highway Systems.
Like the spokes in a wheel, these highways radiate out through the districts, linking
the rural hinterland areas to the center, and linking the centers with the rest of
Appalachia and the U.S. On this framework of highways, a network of social services
is being built step by step.

At present the Commission is reviewing its entire transportation program to see
what changes should be made if the program were to be continued. This will defin-
itely emphasize the highway system, but careful attention is also being given the
Appalachian needs for rail, air, water, pipeline, and ruber-tired mass transportation.
Both passenger and cargo needs are being studied along with rates and regulation of
the various modes. Interest in rural mass transportation has picked up rapidly in
all of the Appalachian states in the last two years and a number of projects and ser-
vices are being funded out of 302 funds.

Access Road Program 

While the Development Highway Program is a system planned in advance, the local
access road program, like other Commission grant-in-aid programs, consists of separately
approved projects. Access roads are projects that must have an economic relevance
which can be demonstrated much as a vocational school, water or sewer line, hospital,
or airport project. An access road is normally a short road or bridge, often less
than one or two miles in length, which provides essential access to an industrial site
or park, a regionally important recreation area, an educational area, or to a commer-
cially important timber production area. They are normally two-lane facilities and
Federal assistance may go up to 70 percent of total cost.

After passage of the Appalachian Act of 1965, the Commission reserved $35 million
for this type road with an additional $35 million reserved after passage of the 1967
Amendments to the Appalachian Program. Following the enactment of the 1969 Amendments,
the Commission allocated an additional $10 million thus providing a total of $80
million for access roads. The Senate Public Works Committee Report on the 1971
Amendments indicated additional need of about $50 million. In order, however, to
retain funds required for the Development Highway System, the Commission allocated an
additional $30.9 million for access roads. This was subsequently reduced by $11.7
million by transfer to the Development Highway System of a portion of the additional
allocations for Alabama, Mississippi, and South Carolina. This will provide a
cumulative total of $99.2 million which was fully allocated by FY 1973. The
authorization provides a limitation of construction of up to 1,600 miles of roadway.
It is estimated that approximately 800 miles of access roads or about one-half of
the limitation on mileage in the Act will be constructed within the $99.2 million
allocated.
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Present indications are that approximately $81 million will be obligated through
1974, which would provide a balance of nearly $18 million for future years. It is
estimated that $12.9 million will be required for obligation in FY 1975, leaving a
balance of unallocated obligations at the end of FY 1975 of $5 million. Table III
indicates by State the status of the access road program. Through December
31, 1973, 249 projects requiring $81.4 million of Federal assistance had been approved,
of which $68.9 million was obligated for construction. Some 413 miles of access road pro-
jects were completed, and an additional 83 miles were underway. Thus, of 672 miles
of approved projects, 496 miles, or 74 percent were either underway or completed.

Summary of Allocations and Obligations:

Thru 1973
Actual

Thru 1974
Enacted

Thru 1975
Estimated

Allocations $99,200 $99,200 $99,200

Cumulative obligations 81,300 94,200

Annual obligation 7,760 18,168 12,900

Administrative and Other Costs

Administrative and other planning costs to be incurred through completion of
the program are estimated to be $16 million of which $9.8 million is estimated to
be required through 1975. Administration of the program is primarily
through the Federal Highway Administration which handles the details of the con-
struction program in much the same Fanner as the Federal-aid highway
program. For this purpose, the program finances a staff of 36 persons primarily
in field offices of the Federal Highway Administration. These funds are also
utilized to fund technical advice to the Commission through an independent con-
sulting firm. During FY 1975, administrative costs are estimated at about $948
thousand of which $868 thousand provides for detailed administration of the program
in the Federal Highway Administration. Total administrative costs allocated through
FY 1975 are estimated at $6.0 million.

An additional amount of $ 3.8million will have been allocated through FY 1975
primarily for special State planning projects related to highway and corridor
utilization. The Commission has since 1972 allocated among the States an annual
amount of up to $1 million for ise in extending highway planning to accorrodate and
stimulate concentrated development projects at varying locations along the develop-
ment corridors and other major highways to realize the highway's greatest potential
for development and protect the highway investment.

To date planning projects have been approved in 11 States with objectives thus
far related to each State's differing needs. In Georgia, it will assist in comparing
the potential effect of various alignments of Corridor A on the natural resources and
economic development potential of the Appalachian portion of the State. Maryland
plans to maximize the economic and recreational development opportunities of the
proposed National Freeway (Corridor E), in addition to Corridors N and 0, through an
evaluation of alternative alignments. Alabama has initiated a similar study along
some 171 miles of the recently designated Corridor V which extends from the Tennessee
line near Chattanooga, Tennessee, to Red Bay, Alabama, at the Mississippi line.
Mississippi is considering a continuation of this same type study along Corridor V
from the Mississippi line near Red Bay, Alabama, through Tupelo, Mississippi, to 1-55,
a distance of approximately 104 miles. North Carolina is investigating the economic
benefits which would result in upgrading US 19E from US 23 near Mars Hill to the
Tennessee line, along with corridor development studies in four growth centers.

Pennsylvania, Virginia and Mississippi are carrying out projects through their
regional planning agencies with each project primarily oriented to the identification
and development of plans for highway-related sites. South Carolina is seeking to
insure the orderly economic development of the Cherokee Scenic Highway with particular
emphasis on the scenic and recreational opportunities.

Other projects are underway or have been approved for Kentucky, New York and
West Virginia.
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TABLE III

APPALACHIAN ACCESS ROAD PROGRAM

FINANCING AND ACCOMPLISHMENTS

(thousands of dollars)

State
Total

Allocation

Cumulative
Obligations
thru 6/30/73

Approved
Projects
12/31/73

Estimated
Obligations
thru FY 74

Estimated
Obligations
thru FY 75

Alabama $ 19,030 $ 15,448 $ 18,737 $ 16,900 $ 19,030

Georgia 4,134 2,271 3,097 3,000 4,134

Kentucky 5,129 2,124 2,922 3,700 5,129

Maryland 2,326 1,059 1,960 2,200 2,326

Mississippi 9,558 7,042 8,866 8,800 ' 9,558

New York 4,242 557 2,692 2,400 4,242

North Carolina 4,723 1,618 3,375 3,000 4,723

Ohio 5,022 2,281 3,856 3,700 5,022

Pennsylvania 14,130 7,916 11,785 11,200 14,130

South Carolina 12,731 9,360 9,431 10,500 12,731

Tennessee 7,284 5,573 6,480 6,400 7,284

Virginia 3,667 2,807 2,889 3,300 3,667

West Virginia 7 224 5,076 5 299 6,200 7 224

Sub-Total 99,200 63,132 81,389 81,300 99,200

Less slippage -5 000

TOTAL 94,200

STATUS OF MILEAGE

Through
1 2/31/73

6/30/74
Estimates

6/30/75
Estimates

Mileage completed 413 470 560

Construction underway or completed 496 640 730

Miles approved 672 750 780

Statutory Limitation on Miles -- 1,600 miles thru 1978
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Sec. 201: Appalachian Development Highway System

FHWA unless otherwise indicated

OBJECT CLASSIFICATION (in thousands of dollars)

Personnel compensation:
11.1 Permanent positions.

11.5 Other personnel compensation

Total personnel compensation  

Personnel benefits:

12.1 Civilian

21.0 Travel and transportation of persons

"74

CSUMAM

1975
CSUMMC

22.0 Transportation of things

23.0 Rent, communications, and utilities _

25.0 Other services  

25.2 Services of other agencies ....(ARC)_.

26.0 Supplies and materials 

31.0 Equipment  

Subtotal

41.0 Grants, subsidies, and contributions 

99.0 Total obligations  

511 550

1

511

44

23

150

72

1

844

181,763

551

49

60

1

25

160

80

1

2

929

185,107

182,607 186,036

568

1

569

50

60

1

25

160

80

1

2 

948

159,052

160,000

PERSONNEL SUMMARY

Federal Highway Administra

Total number of permanent positions 

Average paid employment  

Average GS grade 

Average GS salary 

ion

36 36 36

33 36 36

9.3 9.3 9.3

$14,9o8 $15,44o $15,624
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AREA DEVELOPMENT PROGRAMS

(thousands of dollars)

1973 1974 1975 Increase/
Actual Enacted Estimate Decrease

Apprcpriation 123,500-1/ 106,000 125,000 +19,000

Obligations 117,532 128,784 125,000 - 3,784

1/ Includes $11 million supplemental Tropical Storm Agnes for mine area restoration
program.

Appropriation Request 

The appropriation request for the Area Development program represents a proposed
new program activity which combines programs previously shown under four activities.
These four activities and the amounts appropriated and obligated for each during 1973
and 1974 follows. Program activity for 1973 and 1974 for each of these programs is
discussed following the material on the Area Development program for 1975.

FY 1973 FY 1974
Ppprop. Obliga. Approp. Obliga.

Section 202 - Health Demonstration 48,000 41,511 43,000 50,872
Section 205 - Mine Area Restoration 13,000 10,949 4,000 14,875
Section 211 - Vocational Education 25,500 26,009 25,000 25,011
Section 214 - Supplemental Grants 37,000 39,063 34,000 38,026

Totals 123,500 117,532 106,000 128,784

Consolidation of these four proarams under one program head and the accompanying
allocation to the States as single block allocations will provide the States with the
opportunity to plan their 1975 investment program without the prior categorical
restrictions. This allocation system will be much like a block grant in that the
States can then establish their priorities and plan the amount that can best be
invested in 1975 as between vocational education facilities, health facilities, water,
sewer or other community facilities, mine area projects, etc. It retains the Federal
partnership and interest by continuing to require that individual projects in the
plan meet the Federal standards for such projects as have been established by the
other Federal agencies and the continuing requirement that all project actions receive
Commission approval including the assent of the Federal Cochairman.

The budget requests an increase of $19 million over the $106 million appropriated
for 1974 which will assist the Region in extending the bases for further improvement
of its economic growth and prosperity. While the Region has improved since the
initial enactment of the Appalachian legislation it still continues to lag behind the
rest of the nation in its economic growth and prosperity as is shown in the data
provided by the 1970 Census.

In 1970 Appalachia had 9 percent of the nation's population after having
experienced a 2.7 percent population increase from 196C to 1970. However, at the
same time the nation's population increased 14.5 percent, the Region was experienc-
ing a net out-migration of 1.1 million people. During this same period, overall
conditions in the Region improved with per capita income rising to $2,520, or
approximately 80.3 percent of the U.S. level. Yet only three of the Region's
397 counties had per capita income levels above the national average, and the inci-
dents of low-income population in the Region was 32 percent above the national
proportion of low-income families. Also, while improvements were noted in other
social economic indicies, the Region lagged in education and health attainments.
For example, the Region still has 32 percent college graduates and 18 percent more
high school dropouts. The infant mortality rate was 5 percent higher than the
U.S. rate.

Background 

Historically, there have been a number of ways in which the Commission's non-
highway funds have been authorized and appropriated. Initially, the 1965 Act pro-
vided a separate authorization limit for each program and funds for that program
were appropriated directly to the agency responsible for its administration. In
the case of Section 211 this was the Secretary of HEW: in the case of Sections
214 and 302 it was the Secretary of Commerce. Some of the problems of this approach
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became evident in the 1967 appropriations when the budget for Appalachian programs
was scattered among nearly a dozen different appropriations. Then in 1967 Congress
amended the Act to provide that appropriations for all programs would be made to
the President within specific limitations for each program as defined in various
sections of the Act. Accordingly, appropriations for 1968 and 1969 were made to
the President in lump sum, although the Appropriations Committees generally indi-
cated in their reports the amounts intended for each section of the Act.

In 1971, Congress made another major change by removing previous section-by-
section program limitations and enacting a single authorization limit for non-
highway programs. Appropriations continued to be made in total with Committee
intentions specifically stated for each individual program. The stated aim of
the Public Works Committees in enacting lump-sum authorizations was to give the
Commission maximum flexibility in determining priorities for the investment of these
funds.

Paralleling the changes in authorizations and appropriations styles have been
changes which the Commission has made relating to the allocation of funds. Beginning
with a system which provided formula allocations for virtually all programs, the
Commission has dropped those allocations in some areas (Sections 205 and 302); it
has changed the formula in other cases; it has broadened inclusion of new states and
areas; and it has in some cases made allocations without formula. In short, it has
been a constant search for better ways of making the funds available to the states
and to make our budget more responsive to the changing nature of Federal grant
programs.

The advent of new federalism and revenue-sharing philosophy occasions a new look
at the Commission's approach to its allocation process, to the decision-sharing of
the State/Federal partnership ccncept, and to its regional growth strategy.

The Commission is seeking funds in a manner that will permit block allocations
to the states and the execution of state and area development policies. The area
development policies would apply to three generally homogeneous subregions comprising
Appalachian and a fourth area, the Highlands, that overlays the subregions and that
is defined to include major recreational attractions to the Region. The subregions
are labeled here as Northern Appalachia, Central Appalachia, and Southern Appalachia.
A statement of the proposed approach follows, along with a description of the sub-
regions and an analysis of past investment trends and development strategies.

Statement of Approach 

The Appalachian States have endorsed the concept of Area Development as an
adjunct to state and local development district planning and programming. This
endorsement was predicated on an experimental approach to funds allocations and
project funding procedures which is elaborated below. The endcrsed approach has
four interrelated components:

1. block allocations rather than categorical allocations

2. state allocations

3. subregional and area allocations

4. subregional development strategies

These components have their antecedents in the past performance of the Commission,
but represent a significant change which is directed towards closer alignment with
changes in domestic programs. While the approach is experimertal to the Commission,
at the same time it offers a testing ground for more state and local involvement in
program management and in setting priorities outside of relatively rigid categorical
allocations.

Block Allocations--In the context of the budget request, the Commission proposes
that funds appropriated for Area Development programs be made available to the states
through block allocations. Under this procedure, the allocation of funds by invest-
ment activity (health, vocational education, mine area restoration and basic or sup-
plemental facility grants) would be a direct expression of state and subregional
development strategies, rather than an expression of categorical allocations. Individual
projects would continue to be approved under the requirements of the Act and would
have to meet the policies of the Commission as expressed in the ARC Code.

State Allocations--From the budget request of $125 million, $82.4 million would
be block-allocated to the states. In determining the amount going to each state,
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the Commission would use a formula approach that would reflect, to a large extent,

relative levels of program and state allocations if no charges were made in the

previous appropriation level and past allocation procedures. The obligation of

these funds would be based on state and district development plans with no predeter-

mined controls on funds distribution to subregions. This "base" allocation would

represent 80 percent of last year's funds for each state. Each state would also
receive an allocation for subregional development projects.

Subregional and Area Allocations--A total amount of $40.6 million would be set

aside for area development programs and projects consistent with subregional develop-

nent strategies. Of this amount, $2 million would be used to fund demonstration

projects in the overlapping Highlands Demonstration Area. The remaining $38.6

million would be divided by state portions of each of the three subregions.

In order to apportion the $38.6 million in subregional funds, a mathematical

model adapted from the allocation formula used in the Section 214 program was pre-

pared. The allocation factors produced by this formula would have resulted in per-
centage shares of 40.33 percent for Northern Appalachia; 16.08 percent for Central

Appalachia and 43.59 percent for Southern Appalachia. This model was modified in
one respect to provide an additional factor of extra compensation for Central
Appalachia. That factor was taken as an expression of the per capita income lag
between Central Appalachia and the regional average. The per capita income for the

Central Appalachian subregion is $1,880 as compared with $2,701 for the rest of the

Region, or approximately a 44 percent difference. The adjusted factors provided 36.93

percent, or $14,255,000 to Northern Appalachia; 23.16 percent, or $3,940,000 to Central

Appalachia; and 39.91 percent, or $15,405,000 to Southern Appalachia. The state-
by-state percentages are shown on Table I and the estimated 1975 state allocations
(subject to minor adjustments) on Table II.

TABLE I

State Allocation Percentage Shares By Subregion

Northern Central Southern

1. Section 214 Formula 40.33% 16.08% 43.59%

2. Adjusted Formula 36.93 23.16 39.91

3. State Percentage Share of Subregion:

Alabama 21.88

Georgia 15.53

Kentucky 46.70

Maryland 10.64

Mississippi 14.04

New York 16.29

North Carolina

Ohio

Pennsylvania

South Carolina

Tennessee

Virginia

West Virginia

TOTALS

17.93

39.45

19.16

18.41

15.69 15.73

100.0% 100.0%

15.80

12.94

12.49

7.32

100.0%
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TABLE II

Estimated 1975 Allocations By State

(millions of dollars)

Base Subregional Allocations Total
State Allocation Northern Central Southern Allocation

Alabama $ 7,622.0 $ $ $ 3,370.6 $ 10,992.6

Georgia 5,710.3 2,392.4 8,102.7

Kentucky 6,361.3 4,175.0 10,536.3

Maryland 3,617.4 1,516.7 5,134.1

Mississippi 4,894.6 2,162.9 7,057.5

New York 5,743.3 2,322.2 8,065.5

North Carolina 6,641.4 2,434.0 9,075.4

Ohio 6,097.6 2,555.9 8,653.5

Pennsylvania 10,514.2 5,623.6 16,137.8

South Carolina 6,155.3 1,993.4 8,148.7

Tennessee 7,564.3 1,712.9 1,924.1 11,201.3

Virginia 4,095.3 1,645.9 1,127.6 6,868.8

West Virginia 7,363.0 2,236.6 1,406.2 11,025.8

Subtotal $ 82,400.0 $ 14,255.0 $ 8,940.0 $ 15,405.0 $ 121,000.0

Highlands Demonstration 2,000.0

Administrative Costs 2,000.0

Total $ 125,000.0

Subregional Development Strategy--Funds made available from subregional allocations
would be expended for projects specifically geared to implement subregional development
strategies. The strategies would focus on development opportunities that are manifest
in a subregional basis. As indicated in the discussions that follow, sets of strategies
are emerging along with identification of prime development opportunities, which if
capitalized on could help overcome Appalachia's lagging areas. The subregional
allocation would permit a pooling of funds to meet just such opportunities.

Definition of Subregions 

Although all of Appalachia shares common problems and potentials, there are
important differences among different parts of the Region. In recognition of the
differences and in order to prevent over generalization about regional conditions,
it has been convenient to present economic and other reports according to four sub-
regions--Northern Appalachia, Central Appalachia, the Highlands, and Southern
Appalachia. However, it became clear in efforts to obtain workable boundaries for
the original four subregions that the Highlands subregion could not be differentiated
on the basis of differing geographic, economic, and demographic criteria. In a
sense, the Highlands subregion was drawn largely on functional criteria--primarily
the interest in broad, but unique, environmental and rather specific recreation and
tourism area characteristics. As a result, the Highlands area actually was an overlay
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of area with these characteristics, but covering parts of ground with the same
characteristics as parts of the other three subregions.

The "overlay idea", however, has provided an effective solution. As a result,
what is now being proposed is to recognize the three subregions--Northern, Central,
and Southern--and to treat the fourth area as the Highlands Demonstration Area.
In this area, the Commission would simply propose set-aside funds for concentration
on demonstration projects to capitalize on the opportunities to develop an environ-
mental, recreation, and tourism program. All parts of the Region would lie within
the three subregions for each of which the affected states would formulate broad
development strategies and projects geared to the particular subregional objectives,
problems, and opportunities.

The result is that each of the three Appalachian subregions is distinct as a
geographic unit and with distinct income and population characteristics. Only four
of the 70 local development districts are in more than one subregion; 66 are entirely
included in ore or another subregion.

NORTHERN APPALACHIA is the largest subregion geographically and in population;
with 9.73 million population (1970), it includes 53 percent of the Region's total
and has 43 percent of its land area (83,581 of 194,871 square miles). It is the
most urbanized (55 percent of the people urban in 1970) and has much the highest
average population density (116 per square mile). Socioeconomic deficiencies are
least and living standards the best in the Region, although there are numerous hill
and mountain counties in the southern segment of the subregion in southern Ohio,
westernmost Maryland, and most of West Virginia.

Population growth in the 1960s was negligible in the Northern subregion (0.3

percent increase) and out-migration for the decade amounted to 640,000. The most

urbanized portions of the subregion in south central New York, Appalachian Pennsylvania,

and northern West Virginia are highly industrialized, but with many older industries
which came in the railroad era. In sharpest contrast are many of the hill and moun-
tain counties which have not experienced significant industrialization (except for
mining in sons areas) or urbanization.

CENTRAL APPALACHIA is almost entirely a mass of dissected hills and low moun-
tains with narrow valleys; it extends diagonally across almost the entire width of
the middle portion of the Region. Primary production from forests and coal mines,
along with subsistence agriculture, have been the mainstays of the Central subregion

economy; Central Appalachia has a per capita income level only about 60 percent of
the nation (1970 census). With 9.6 percent of regional population, it extends over
nearly one-sixth of the territory; thus average population density is relatively
low (55 per square mile). Central Appalachia is most distinctly defined by its
high index level of socioeconomic deficiencies. It includes 85 counties, all of
the Appalachian parts of 13 LDD's, and portions of four other LDD's which are split
with other subregions.

Only 21 percent of the Central subregions population of 1.74 million was classed
as urban in 1970; none of the urban areas were large, and most of the urban population
lived in small towns. The subregion experienced sizeable population declines in both
the 1950s and the 1960s, with large out-migration of population due to the sharp
decline in coal mining employment and the limited economic potential of other sectors
of the subregional economy. Early population estimates of the 1970s suggest that
this trend may be gradually changing and the subregion might gain population in the

1970's.

SOUTHERN APPALACHIA extends from the mountains of highland Virginia to the margins

of the Coastal Plain in Alabama and Mississippi, with 6.73 million population (1970 on
79,384 square miles of land; 37 percent of the Region's people and 41 percent of its
territory. Urbanization is less than in the North--46 percent of the population of
the Southern subregion (1970) but as elsewhere in the South, the proportion is growing.
Population density averages 85 per square mile, somewhat below the regional mean.

Socioeconomic indicators of deficiencies average somewhat above the regional
value, but there is an extremely wide variation between the most developed metropolitan

counties and the rural or mountain counties.

Population growth is the outstanding characteristic of the Southern subregion:
a gain of 9.7 percent, or 593,000 persons which accounts for more than the total Region
growth of 486,000 in the 1960's. Much of the subregion is industrialized with emphasis
on textiles, clothing, chemicals, and wood-products industries. Southern Appalachia,
along with many parts of the South, has had a developing economy in the last two decades,
with urbanization increasing and incomes advancing relative to national averages.
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Subregional Development Strategies 

Focusing on total economic development needs and the basic policy stated in the
Appalachian Regional Development Act, that efforts be concentrated in areas with a
significant potential for future growth and where the expected return in public
dollars invested will be the greatest, the Commission has developed a two-fold
policy. This development policy emphasizes the concentration of investment in areas
with growth potential or in areas having substantial impact on such areas, while making
health and education services and facilities available to people within the Region
regardless of their location, so that they can be equipped to participate in society
and the economy, and thereby contribute to the economic growth of the area.

While the Commission and the Appalachian States have pursued these overall strat-
egies for the development of the Region, the varying conditions within subregions
have resulted in modificaticns and adaptations responsive to economic and social
needs. Both the development objectives and strategies and the investment of funds
pursuant to them, illustrate this responsiveness to varying conditions.

A review of the Appalachian development objectives and strategies stated in the
State Appalachian Development Plans and programs and an examination of actual invest-

ment made by the states in the three subregions, provide a basis for a further refine-

ment and clear recognition of a sibregional approach to budgeting and decision-
making for development programs.

Four broad categories of expenditures have been analyzed covering the period
from FY 1966 through FY 1973 with respect to the distribution of ARC funds by category

of investment among the subregions and the historical distribution of ARC funds in
the subrecions over the same period. The four program categories are: Natural
Resources, Health, Education, and Community Facilities.

Northern Appalachia 

The parallel between the historical patterns of investments in the Northern and
Southern subregions is striking, particularly with respect to community facilities
and education expenditures. But the motivations for these investments are in strong
contrast. Northern Appalachia's development strategy meets head-on the changing char-
acter of industrial growth from that of a much older industrial order to accommodating
new industry in areas where available job skills and the supporting conmunity facilities
structure do not meet the needs of new industry or older firms attempting to diversify
their product lines.

It is highly significant that over 95 percent of the total ARC funds invested

in community facilities such as water, sewer, airports, transit and other supporting

capital improvements have been allocated in the Southern and Northern subregions and

that between the two the investments in such facilities is almost equal. The

difference between the two in expenditures for public facilities is the higher

emphasis in Southern Appalachia on new systems and expansion of existing systems
into new areas as compared to a higher concentration on replacement or major reno-

vations of existing systems in older communities caught up by the changing character

of industrial development in Northern Appalachia.

In the natural resources category of investment, over 75 percent of the total

investments in natural resources (largely under Section 205 mine restoration) have

been made in the Northern subregion, particularly in Pennsylvania. At the inception

of the ARC program, the initial basic concern in Pennsylvania was to get the major
mine fires under control in the older built-up areas. The Commonwealth had been

engaged with limited state and local resources in attempting to address this most
basic environmental problem. Fortunately, in Pennsylvania the Legislature had early

addressed the issues of public ownership of lands, the exercise of eminent domain,
and other problems inhibiting implementing a sound mine fire control program. The
Appalachian program accelerated these efforts with the result that most major nine
fires have been extinguished. In fact, the current state policy gives first priority
on the reclamation of surface-stripped areas for industrial park development.

Ohio's Appalachian Region is entirely within the Northern subregion and exhibits
many of the economic characteristics of the older industrial areas and their surrounding
countryside. Community development, therefore, is of high priority. The specific
priorities for investment has been given to water and sewer facilities, education,
health, and airports. At the outset of the ARC program, Ohio set as a basic objective
the construction of at least five major area vocational-technical training centers
strategically placed so that the residents of all 28 counties would be within com-
muting distance. Today, Ohio's Appalachian training program is considered to be
among the most successful undertaken in the Region.
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Also of special significance is the attenticn being given in Ohio to the skills
required to support improved health conditions in southeastern Ohio. Health manpower
training and paramedical skills are important features of vocational programs accessible
to Ohio's Health Demonstration Area and other sections of the subregion.

Of current concern is the developing multi-million dollar power generation
complex on the Ohio River near Pomeroy in Meigs County. It is anticipated that this
development program alone will generate over 5,000 permanent new jobs in southeast
Ohio. The communities that relate to the living and social needs of this new work
force must assure adequate water supply, sewage treatment, transportation and health
facilities. Some of the health and community capital investments that have been
made in Gallia and Meigs counties, as well as other areas, relate to this kind of
new industrial growth. Again, there is an older community structure in need of
adjustment to serve new industrial growth. Again, there is an older community
structure in need of adjustment to serve new industrial growth.

The strategies in New York, West Virginia and western Maryland in utilizing ARC
funds in the areas of those states within the Northern subregion are basically similar.
The investments that have been made in the Northern subregion in community facilities,
education (particularly vocational training), and health have been basically designed
to accelerate direct employment expansion whercver possible through new industrial
growth or industrial redevelopment.

In summary, although Northern Appalachia occupies a relatively satisfactory
economic position compared to the other subregions, it has experienced a generally
less satisfactory pattern of growth. A number of older, established small and medium
sized communities and cities have deficiencies in public services and facilities
because of the shifting economic base and the difficulty in making a transition.
Development strategies have and will continue to emphasize post high school and adult
occupational training to assist in adapting to new job opportunities. In addition,
emphasis has been placed on environmental problems arising from past industrial and
mining activity and on the need for community facilities and governmental organiza-
tional and financial reforms. Actual investments have been spread relatively evenly
among the four major program categories of natural resources, health, education and
community facilities, with emphasis on educational investments and community
facilities.

Central Appalachia 

Central Appalachia, because of its unique characteristics, has presented special
problems in designing effective development strategies. Because of the widely
dispersed population, concentrated zones of poverty, and sharply limited economic
base, adaptions to the growth area strategy here were necessary with emphasis on
regional provision of services. Meeting the needs of this largely rural population is
beyond the capabilities of the existing service structures within the relatively
few sizeable centers of population. The existing communities have extremely limited
financial capability to provide community facilities. Limited industrial development
and "growth potential" have dictated an emphasis on health and education facility
investments to serve the Appalachian population and prepare them for industrial
jobs as they became available.

Accordingly, the pattern of investments in Central Appalachia presents sharp
contrast to the other subregions in terms of distribution of ARC aid among the
four categories of investments. Primary emphasis in the Appalachian Development
Plans of the four Central Appalachia States has been placed on human resources
programs. Over 90 percent of program investments in the subregion have been
concentrated in health and education areas.

All four States have invested in primary health care delivery centers. Tennessee
has concentrated on construction and the modernization of hospitals with expanded out-
patient services which can become a part of a network of primary care delivery
centers as well as a system of public health centers. In Kentucky, the support has
been provided for coordinated systems of emergency care, supportive services for non-
institutionalized persons, and community health services. Health expenditures have
also been made to overcome health manpower shortages as well as their mal-distribution.
Comprehensive health demonstration areas within the subregion have contributed to the
development of all the health programs.

Almost a third of the investments in the subregion have been made in education
programs. In Tennessee, the objective has been to provide strengthened educational
programs. Investments in vocational facilities with training geared to skilled
manpower shortages, received priority. In order to improve skills and expand job
opportunities for West Virginia's labor force, priority has been assigned to the
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development of a network of vocational education schools and improvement in the
State's institutions of higher education. In both Kentucky and Virginia, the first
stage educational priorities of providing vocational education opportunities within
the reach of all residents, is nearing realization. Both States are currently
reevaluating the past strategies and developing new second-stage approaches.

In Central Appalachia, the smallest investment in the Region has been made in
community facilities. Along with continued improvement in the operation of educational
and health facilities, this is the area which will receive particular emphasis as
programs are reassessed. Significant investments in community facilities, which to
date represent less than 4 percent of total ARC aid in the subregion, are necessary
to realize the objective of supporting urban centers. In Kentucky, for example, a
need has been indicated for concentration on access roads, rural transportation
systems, low- and moderate-income housing, and water and sewer facilities. In
Virginia, priority will be assigned to those public facility investments which will
stimulate industrial development. Kentucky, Tennessee, Virginia and West Virginia
anticipate increased emphasis on recreational development through the provisions
of public facilities.

As has been seen, a major emphasis has been placed on the need to provide health
services to a population beyond the reach of conventional health delivery systems and
on upgrading educational facilities and programs. Coupled with this has been a recog-
nition of the need for accelerated growth in urban centers to provide adequate
services and employment opportunities.

Southern Appalachia 

In responding to the potential for industrial development within Southern
Appalachia, investment strategies have stressed vocational education facilities
and programs and community facilities designed to support urbanization and industrial-
ization of the area. Over half of ARC investments in this subregion have been for
vocational education and community facilities.

Major programs of high school and post-high school vocational and technical
training tailored to fit the needs of the new industries locating within the area
have been buttressed by a relatively heavy investment in community facilities
designed to respond to the pattern of industrial location in moderate-sized
metropolitan areas and medium-sized cities.

In South Carolina, early emphasis was placed in a system of technical institutes
directly responsive to the needs of diversified industrial development. In emphasiz-
ing the potential diversification of the economy, a dual post-secondary system--
community colleges and vocational-technical institutes--now offer courses emphasizing
the development of new skills related to job opportunities.

In the Tennessee portion of the subregion, priority has been given to education
investments for the construction and modernization of vocational facilities where
training is geared to current shortages in skilled manpower.

The main objective of Alabama's investment strategy has been industrial develop-
ment emphasizing manufacturing industries. Vocational and technical training has been
given the highest priority among the State's human resources programs.

In Georgia, the development strategy has given first priority to investments to
accommodate the rapidly industrializing area of north Georgia. Support for vocational-
education facilities providing job training for new skills related to the pattern of
industrialization has been emphasized.

All the States in Southern Appalachia can be expected to support community fa-
cilities, including water and sewer and transportation facilities such as airports and
access roads, to serve new industries, and to accommodate growth clustering in small
and medium size communities. In South Carolina and North Carolina, water and sewer
studies and plans have been developed for the Appalachian part of the State and
implementation will continue on those parts of area-wide systems that will accommodate
growth. Similarly, in Tennessee, water and sewer and transportation investments will
be concentrated to increase potential for industrial development and improve access
to service and trade centers. Investments in health facilities and programs will stress
environmental and preventive health services with an emphasis on delivery systems
and primary care.
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Administration of Program 

Under the proposed Area Development program the Commission will continue to

approve individual projects under the terms of the applicable sections of the Act:

health demonstrations, Section 201; mine area restoration, Section 205; vocational

education facilities, Section 211 and supplements to other grant programs, Section

214. These individual projects, as in the past, are then administered and monitored

by those Federal agencies which, under the Appalachian Act, have been given the

responsibility for administration of the project details. The Commission reimburses

these agencies for their cost in administering the program, which for 1975 is

estimated at $2 million as follows*
(thousands of dollars)

1974 1975
Enacted Estimated

Health Projects: $ 1,299 $ 1 252

HEW (804)
ARC (495) (350)

Mine Area Restoration (Bureau of Mines) 700 520

Vocational Education (Office of Education) 53 53

Supplemental Grants (Agriculture & others) 50 100

Contingency 0 75

$ 2,102 $ 2,000

SECTION 202: HEALTH DEMONSTRATION PROJECTS

(thousands of dollars)

1973
Actual 

1974
Enacted

Appropriations 48,000 43,000

Obligations 41,511 50,872

Program for 1975 

During 1975 this program will be conducted as part of the Area Development prc-

gram previously described. Funding will be provided for the ongoing operating

type health and child development projects which have been initiated in Appalachia

in previous years and new operating and construction projects will be initiated.

Under the proposed Area Development program States will utilize allocated funds for

projects as authorized under this Section for the overall demonstration of the value

of adequate health to the economic development of the region through continued

provision of health and child development services and facilities to the people of

the Region.

Program Objectives 

Under Section 202 the Commission may make grants for planning, construction,
equipment and operation of demonstration health and child development projects in

selected areas throughout the Region. The program is designed to provide for a
flexible non-categorical approach to improvements in health and child development

through a process involving comprehensive community planning on a multi-county

medical trade area basis and implementation of that planning through service programs

and where applicable the construction of the necessary medical facilities. Particular

attention has been given to the fostering of regional comprehensive health planning

and the establishment of a variety of primary health care delivery systems. Since

the 1969 Amendments the Commission has encouraged its child development programs
with special emphasis on the young child and particularly those of pre-school age.

Child development projects are also "child-serving" projects and include projects

providing assistance for medical services, day care, infant and pre-school educa-

tion, nutrition, parent education and child group programs.
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Program for 1974 

The health and child development programs have operated since 1972 on the basis
of a single combined annual allocation of funds to each State. Under this system
the State has the ability to program its funds among health and child development
projects as will best accomplish its objectives during a particular time period.
During 1974 we estimate that these State programs will result in a program as between
operating, continuations and construction projects as follows:

Comprehensive Health Development

(thousands of dollars)

1973 Actual 1974 Estimate

Operating projects continuation 19,919 14,500
New operating starts 7,336 12,000
Construction grants 3,460 1,300

30,715 27,800
Black lung program 1,539 680

Child Development
Operating project continuations 10,528 22,800
New operating starts 5,430 1,100

15,379 23,900
Administration and evaluation 894 1,500

Sub-Total 48,527 53,880
Less project savings and recapture of prior
year obligations -7,016 -3,008

Total Obligations 41,511 50,872

Comprehensive Demonstration Health Program

The Commission's role in health is to "demonstrate the value of adequate health
facilities and services to the economic development of the region." It has done this,
in cooperation with the States and agencies of the Federal government, through a pro-
gram of grants and technical assistance, and by acting as an "honest broker", or
middleman, in helping translate the theory of new health approaches into the practical
results of local accomplishment. Although the health status of people in Appalachia
has improved since the inception of this prcgram, their status is still lower than
the nation's as a whole, in some places dramatically lower.

The means Congress provided in the law to carry out the health program have
been, by deliberate design, flexible. The Commission can fund construction or equip-
ment grants up to 80 percent, and planning and operating grants up to 100 percent
or cost for the first three years, and 75 percent for the following two years. Not
all of these sometimes experimental projects have been successful, but all have
contributed to the invaluable learning process that can only come from actual test,
not in laboratory simulation, but as real operations run by local people, who work
to assure their projects shall have the best possible chance of success.

In pursuit of its broad goals, the Commission continues to fund a wide variety
of health projects: dental brush-in, nutrition, mosquito control, emergency room
expansion, ambulance purchase, pediatric nurse training, are some of the "simple" ones.
Others get more complicated: telephone linkage between rural health providers and
a university teaching center; coordinated network of home health agencies; shared
computer hospital information systems; shared use of core professional staff for a
network of day care centers for the mentally retarded.

The Commission's health policies recognized early that with this flexibility must
come concentration. One of the first Commission decisions was to confine this flexi-
bility to Comprehensive Health Demonstration Areas (CHDA) - multi-county units in the
Appalachian parts of selected States. By FY 1974, the program had evolved so that
12 of the 13 Appalachian States had these CHDA's - one State chose another way to
invest its health dollars.

The Commission further decided in 1970, to fund only two types of projects out-
side the CHDA area: health planning agencies and primary care despite the pressures
of other health needs in Appalachia. The decision was widely endorsed by such varied
groups as the American Medical Association and the National Conference of Governors.



3859

In practical terms, the process of originating, approving, assisting and managing
this variety of projects has produced a unique kind of negotiating that generally
results in what might be termed "involved compromise" -- a working arrangement in
which all parties are involved in doing what's possible to make the project succeed.
The process has evolved over the years into a management strategy for responsibility
and decision-sharing that might well be examined closely by Federal agencies moving
into new federalism.

Projects usually originate on the local level through health priorities set there
and must then earn the active endorsement and support of the State government for
funding within the States allocation. Finally, they must withstand technical scrutiny
by the Regional Office of DHEW and the Commission's health staff. The whole process
puts heavy demands on the professional competence, the breadth of outlook, the planning
and budgeting capabilities of all parties at every level.

The interdependence mentioned above is a key component of the Commission's
approach. It has meant that a major emphasis of the current program is to demon-
strate health delivery systems that will work in largely rural Appalachia. In prac-
tice, local health development groups working with the Governor's office, ARC and
CHEW staff, have:

Extended the services of existing physicians through use of allied
health professionals in home health care, sattelite clinics, health
education, communications networks, and other outreach.

Been responsible for judicious placement of new facilities and
renovation of existing ones.

Complemented these with manpower training and recruitment programs
adding the right number of the right kind of needed personnel.

The objective has been not simply to increase the numbers of services, but to
put together comprehensive health systems that are accessible to the entire popula-
tion. The same health approach, over the years, has developed certain characteristics
unique to each sub-region. All, for instance, have substantial investments in primary
care, both in and out of the DICA's. Investment in CHP have been heaviest in the
Central and Southern Appalachian counties since most northern counties had already
gained CHP support from CHEW.

There are CHDA's in all of.the sub-regions. Those in Northern Appalachia have

concentrated ARC investments in primary care, home health and emergency medical

services. Even in recent years, Southern Appalachia has made its largest invest-

ment in traditional health care facilities: hospital, community-based mental health

centers, sheltered workshops and manpower programs. Central Appalachia, the area

with the most obvious needs has also had the largest share of the health investments

The most noticeable regional projects have been here, some crossing state lines in

the provision of services. In Central Appalachia home health care and solid waste

disposal management have become region-wide through ARC investments. Mental health

care on a community level has become similarly widespread, and many of the counties

have invested substantial amounts in environmental control programs such as mosquito

and rodent control and tuberculosis control.

The Commission's health activities continue to make a strong contribution to the

economic development and viability of Appalachia. Its project investments are not

only designed to improve health, but to provide employment in service projects that

will have a continuing influx of health reimbursement dollars. Increasingly, the

Commission is emphasizing the need for capable management of these projects and a

practical approach to what will be financed by third party sources: Medicare,

Medicaid, private insurance, etc.

The early years of hospital construction projects assisted in providing the base.

This was augmented by service projects designed to bolster the limited services pro-

vided by hospitals, and also open up access to the health system. The Appalachian

Regional Hospitals system although not initially constructed through ARC funds is a

good case in point. The hospital itself or community organizations over the years,

have used ARC funds to initiate service projects necessary to round out health

delivery: home health care, emergency medical services, respiratory screening clinics

family planning, health education. This approach is helping to move Appalachian areas

toward equality with the whole American health system, at the same time provide

significant economic benefits for the areas.
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The Examples 

Any innovative approach to health must take into account an important fact:
there is already a "health system" operating in the area, and it has been around
as long as the area has been populated. The system may be of varied value but it
is there. New projects, new systems do not often move into vacuums. They must
adapt to, improve, supplement, compete with, or bring major change, to the exist-
ing system.

Below are some examples of ARC-funded projects. Most have involved substantial
work within the Appalachian region by the States, by the Conmission and by DHEW.
Several have drawn on outside technical assistance to solve highly intricate or complex
problems. None has been simple.

Lawrence County Rural Health Teams, Alabama. The Lawrence County Project, Moulton,
Alabama, is an effort to adapt delivery of health services to rural communities by the
development of a model system using all of rural Lawrence County as a health care
laboratory. Designed to respond to the unique characteristics of this particular rural
county the model is applicable in areas where health resources and services are quite
different. It is premised on the attending physician seeing the patients the first
time they enter the system to assure that patient care is physician-directed. Continuity
of care is provided at the primary, secondary and tertiary care level by the Lawrence
County physicians delegating responsibility upward to specialists or downward to physi-
cians assistants and others.

The emphasis is on preventive care, stressing family practice and ambulatory
services. Local practicing physicians are on the faculty of the University of
Alabama Medical Center and person from the University is attached to the primary
care centers. Physicians' assistants recruited from medical corpsmen are screened
and trained both at the University and in a practical setting. These and other
types of health workers join the family care uNit team, whose captain is the local
family physician. At full service these teams will reach 27,281 people.

Oranne Grove Center for the Retarded, Hamilton County, Tennessee. Organized
in 1970 with ARC funds, this center now provides an alternative to institutionaliza-
tion for the severly retarded in a thirteen-county area of Southeast Tennessee and
Northeast Georgia. There are 2,500 on a waiting list for admission to State insti-
tutions for the retarded and handicapped in this area. The center offers a compre-
hensive community program, established through cooperation with other health and
education agencies in the counties. Since it is an outpatient care center, including
day care for 30 to 60 children, it increases community involvement, while substantially
reducing the cost of care.

Recently the center added a program for the blind retarded along with preventive
dentistry services, and expanded its parent counseling services. Other accomplishments
include increased public awareness and support of such services to the extent that
ARC is now supporting only ten percent of the total budget. This type of project has
been recommended by federal agencies, such as the DHEW, as well as the President's
panel on Mental Retardation, and the Tennessee Comprehensive Mental Retardation
Plan.

Hot Srings Health Program, Madison County, North Carolina. A primary care
health delivery system in rural Madison County, North Carolina, serves approximately
5,500 persons in the western part of the county. It provides outpatient medical
and dental care through a series of small community clinics, the majority of whose
clients have never received any dental care. Nearly one-quarter of the population
has had no physical examinations in the last nine years. Most families have incomes
of $3,000 per annum or less and are geographically isolated from health care
services.

A team approach is utilized, with services being rendered by family nurse-
practitioners, other paramedical personnel such as nurses' aides, and dental
hygienists and assistants. During the first six months of operation the emphasis
was on improvement, expansion, and extension of services. During the second six
months two outpost clincs were established, offering axtended services including
pediatrics, obstetrics and gynecology, and dental care. Linkeges are now being
developed with health resources in Asheville.

Garrett County Maryland, County Health Officer. Before 1972, the services of
the Allegany County Health Officer had been used on a one-day-per-week basis. This
project provides a full time resident MD, who, in addition to normal duties for a
health officer, is organizing supplements to existing health services by encouraging
formation of an association to attract young physicians and offer an inducement for
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them to remain in the area. Garrett County's physician to population ratio (one per
3,500) is the lowest in the Appalachian part of Maryland. Consequently, health
services delivery and initiation of new health-related activities form welcomed
part of health officer's job.

In-Service Continuing Education, Rome, Georgia. The Floyd Hospital program of
continuing education is serving a network of seven rural community hospitals in five
counties, was designed in 1971 to improve the quality of rural patient care by pro-
viding a mechanism for continually upgrading the training of the health care providers.
The increasing complexity of operations weighs particularly heavily on rural isolated
hospitals, for they have less frequent exposure to the practice of complicated
techniques, yet the need to have staff well prepared is none the less urgent.

The majority of the current education programs, which rotate among the rural
hospitals, are in personal nursing, but staff are now planning to expand them to
include programs for other allied health personnel. During the past year, 73
different programs were presented. These ranged from one to 160 hours each
and reached approximately 4,375 professionals.

Kentucky Regional Solid Waste Management, Bell County. The final phase of the
Regional Solid Waste Management Plan for the counties of the Southeastern Kentucky
CHDA, Bell County Solid Waste project has now completed closing, covering and plant-
ing 14 acres of open dumps. In addition, project staff have opened a sanitary land-
fill that is processing 190 tons of solid ‘.aste per week. The project director, an
environmental sanitarian has begun skillfully negotiating support for financing the
rural and the urban collections from the tax revenues of this central Appalachia
coal-mining county, where the county income is among the lowest in Appalachia and
demands upon revenues still far exceed the resources. This project director has
rotated from county to county in the 16 county CHDA, implementing the solid waste
management plan that grew out of the original objectives set by the CHDA Council
in 1968. Except for organizing rural bulk collection, the entire plan should be
implemented this year. Approximately 40 percent of the rural waste is now collected
versus 65 percent of the urban waste.

Southeast Ohio Emergency Medical Services. Southeast Ohio Emergency Medical
Services, a demonstration project covering seven counties and 3500 square miles,
has begun to provide rural Ohio with a complete emergency medical service system.
When SEOEM is operational, no injured resident of the area will be more than twenty
minutes away from professional medical care. In recent years funeral directors,
because of government regulations, rising costs, and service boundary restrictions,
sought to withdraw their emergency services, leaving four counties with no service
at all. Under the demonstration project, SEOEMS has opened fourteen of seventeen
emergency stations in the seven-county area. A central headquarters, now under
construction, will house the all-important communications dispatch center, linking
the victim to medical care. After a call to the dispatcher via single toll-free
number in any of the counties, an emergency vehicle is sent to the site. These
vehicles are equipped with up-to-date emergency equipment ranging from resuscitators
to rescue-extrication gear capable of lifting an 8000 pound load from a victim.

Emergency Medical Technicians have been trained under the SEOEMS project, in
emergency victim care on site and in transit, in cooperation with the Ohio Division
of Vocational Education, and will be trained in care for the victim upon entrance to
the hospital emergency room, by the Ohio Hospital Association and the Department of
Health and Education. Medical professionals have long recognized that it is often
the quality of care provided by the emergency attendant which determines whether a
victim lives or dies.

Emergency room staffing and improvement are also vital parts of the SEOEMS system.

It provides funds to hire emergency room physicians, improve emergency room facilities,

and to develop and improve ambulatory-patient centers. A final aspect of the SEOPS

system is a community education effort to let the county residents know what the SEOEMS

can do and to become aware of accident prevention. To accomplish this, SEOEMS staff
members visit schools and organizations to speak on the system and its services.
The SEOEMS demonstration which has always been a model for the rest of Ohio, was
selected as a National model for rural Medical Services by DHEW last year.

Child Development Program 

Section 202 of the Appalachian Act was amended in 1969 to provide grants for
child development on the same funding basis as those provided for planning, construc-
tion and operation of health projects. In the reports accompanying the 1969 Amend-
ments, the Congress directed that the Appalachian child development program serve as
a "national laboratory" for coordinated child care.

,M1
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In the effort to carry out the "intent" of the Congress the Commission has
concentrated on two major goals. The first goal has been to foster planning and
operating experience essential to nenage and administer a program of comprehensive
child development services. This goal was established because of the universal
need in all states to develop the capacity of State and local communities to make
effective use of existing Federal programs having resources available for services
to young children. The Commission was also anticipating the launching of major
national program in child development, which made the need for capacity building
more urgent.

A second major goal was to encourage the development of a series of demonstration
projects in each of the Appalachian States. The flexibility of a demonstration pro-
gram would provide States with the opportunity to develop program models that would
be comprehensive in nature, yet responsive to .,eeds determined by States and local
communities. At the same time, this approach would enable States to establish
program criteria suitable to their goals and objectives, observe and test models as
to their relative effectiveness and to develop alternate strategies within the
program.

During FY 1973 the Commission approved a significant change in the allocation
procedure for programs funded under Section 202. Previously, allocations had been
made separately to Health and Child Development. The change in procedure provided
a single allocation, thereby enabling the State to build a more flexible program
designed to serve the health and developmental needs of all the people within that
allocation, there is flexibility for the Health program to provide Child Development
services, while the Child Development program is able to provide real coverage for
the families of the young child rather than targeting primarily on the child.
Experience has demonstrated that this new procedure has not changed significqntly
the spending pattern of the States in either program. It has permitted a more
flexible use of the funds provided each State.

Program Operations 

All Appalachian States have established a State Interagency Committee to plan
and implement their programs. The Committee is the focal point for coordinating
the efforts of the several State agencies, including health, education, mental
health, and welfare which deal with young children and their families. These services
generally had been fragmented and categorical, reducing effectiveness and leaving
great gaps in the delivery of services.

As a result of the FY 1971 projects approved by the Commission, services were
provided to 20,000 children and their immediate families. 125,445 children will be
reached by one or more services funded in FY 1972. Of these, 12% are receiving
comprehensive day care in center or home-based programs. Approximately 5% of the
day care children are handicapped, and their day care includes special services to
meet exceptional needs.

Planning for fiscal year 1973 was made exceedingly complicated by the uncertainty
over regulations governing Title IV-A of the Social Security Act. The net effect was
to limit the scope of operation in those States most immediately affected. For
example, FY 1972 projections indicated that ARC projects would generate an additional
$51.7 million, most of it Title IV-A funds, under the original regulations. The
actual amount generated in FY 1973 was $9.5 million for continuations and $.5
million in new projects.

According to the original FY 1972 predictions, approximately 353 sites were to
be established or expanded and over 5,000 local positions required to provide services
In projects funded through the Child Development program. Given the changes in Title
IV-A, the number of sites have been reduced.

The FY 1971 total served accounted for 1% of the children 0-5 in the region.
At that time it was anticipated that in FY 1972 programs would expand to serve 5%,
and in FY 1973 expand to serve 7%. The possible 145,445 children funded by the FY
1971 and FY 1972 programs above constitute 7%. Final census figures will be avai-
lable around mid-March, since many projects approved in FY 1972 have only begun
late in FY 1973.

Program Categories 

Basically, all Child Development projects approved for support from Section 202
fall into three basic categories: 1) planning, technical assistance and training;
2) research and demonstration; 3) comprehensive child development services.
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1) Planning, Technical Assistance and Training.

The planning, technical assistance and training projects are designe
d to

build the capacity of State and local units of government to underta
ke

planning activities, which will integrate, as feasible, local, State 
and

Federal resources and focus them on the development needs of childre
n

and their families. These planning activities are carried out under the

direction of State Interagency Committees. The process is designed to

create improved planning and management of all State resources a
nd services

focused on this population.

Technical assistance and training activities are designed to impleme
nt

State plans and to strengthen the capacity of local communities 
to

manage and administer the single entry point delivery system.

For example, South Carolina has determined that is would design a pr
oject

to prepare persons to serve as members of day care team. Another South

Carolina project provides for State level administrative service
s for the

ARC supported child development programs, liaison services between 
ARC

and the various State agencies, and program development. Georgia,

Mississippi, New York, North Carolina and Tennessee have also added 
similar

components to their programs. These projects develop and strengthen

program planning, management and administration.

2) Research and Demonstration.

The entire ARC Child Development program is described as a demonstration

program or a "national laboratory" for coordinated child care. Nevertheless,

it is important to note that the Commission structure affords each State

maximum opportunity to carry out research and demonstrations that are withi
n

the States range of priorities, so long as they are consistent with the

Appalachian Act and Commission Code. Research and demonstration projects

are designed to gain new insights for improving organizational efficiency,

improving skills of staff at both the State and local program levels and

developing improved methods and materials to be used in all service programs

for young children.

A significant project was undertaken by New York to develop a model for

planning and implementing child development programs which carefully define

details of service input by age for normal and handicapped children.

Based on this plan, they surveyed needs and resources in a three county

demonstration area, and with existing resources, used ARC funds to fill

gaps so as to provide services where they did not exist.

Other significant accomplishments of this nature have been the development

of two motion picture films that have received widespread approval and are

in constant demand by communities throughout the nation, as well as in

Appalachia. We would like to expand this activity by taking a closer look

at ways to use electronic media to reach children and families who are geo-

graphically isolated - especially in Central Appalachia. We believe it

is important to consider ways in which we can reach geographically isolated

families with a range of experiences that build on social and cultural

patterns that are compatible and supportive to their development. Continued

research and development plans are being reviewed as to their suitability

to achieve this need.

3) Comprehensive Child Development Services.

The major group of projects supported with ARC funds are designed

to create a single entry point delivery system for providing needed

developmental services. A single entry point implies that once a child

or family is identified, that a complete range of preventive services

are at his disposal from a single source as indicated by need for

such service. The intent is to eliminate overlaps, competition and

omissions among various potential providers of any one service; e.g.,

health screening and follow-up. In many tranditional service delivery

systems follow-up is separated from diagnosis and screening. Conse-

quently follow-up is rarely undertaken and when it is, the original

diagnosis and screening may or may not be used in the treatment

program.
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While there are variations in the manner and style by which the ARC

_ States organize and deliver comprehensve child development services,

there is little variation in what is considered comprehensive services.

Each State is free to determine what range of services they will fund

from Appalachian Section 202 funds. However, each State is required

by the ARC Code to provide a complete range of comprehensive services

to the eligible population in the demonstration area whether or not they

are funded from ARC funds.

Therefore most States have used ARC funds to expand the range of services

already provided by the State or other local or Federal programs and to

improve the administrative process for providing these services. The

State of Ohio has developed program models that represent the basic patterns

and components of service delivery.

The State-planned program for Appalachian Ohio is to establish a delivery
system of comprehensive child development services available to all children
0-6 and their families in the 28 counties of Appalachian Ohio.

The total program, developed by the State Interagency Committee and the
Ohio Department of Development, will bring together into a single system
various existing resources and provide for the additional needed services.
The program will be administered by three local development districts:
the Tuscarawas Regional Advisory Commission, Buckeye Hills-Hocking Valley
Regional Development District, and the Ohio Valley Regional Development
Commission.

There are 28 individual projects making up Ohio's FY 1973 child development
effort. The projects will provide health care, education, nutrition, and
social services including pre- and postnatal care, family planning, health
education, immunizations, medical and dental evaluation, referral and follow-
up, nutrition education, emergency food for children suffering from mal-
nutrition, day care, and referrals for children and families with special
needs to appropriate agencies.

Between 11,000 and 13,000 children will be reached, about 10% in full year
comprehensive day care. The remaining children will benefit from a variety
of outreach efforts including screening and follow-up in health and educa-
tion. The program could require as many as 434 staff positions and establish
12 child development centers.

Administration, Evaluation, and Technical Assistance 

An amount of $1,500 thousand is estimated in both 1974 and 1975 for the provision
of technical assistance and evaluation and for administration of the program at ARC
and the Department of Health, Education and Welfare. The technical assistance program
provides for the contracting of experts in various health and child development
subject matter fields to assist and advise State and local groups in providing
services to the public. Programs for evaluating the child development and health
programs are also planned for 1974 and 1975. The technical assistance and evaluation
programs are estimated at 306 thousand for 1974 and $348 thousand for 1975.

Administrative costs of the program include staff at HEW regional offices to
provide technical review of project applications and to monitor ongoing operating-type
projects. An estimated $902 thousand will be required in FY 1975 to fund HEW regional
staff assigned to both the comprehensive health development and child development
programs. This will fund full-year costs for a total HEW staff of 31 positions, nearly
all of which are stationed in 4 HEW Regional Offices.

The ARC staffs provide overall leadership for the program, work closely with
State and area officials in the development and review of health and child development
plans, and review project applications for program content and their relationship
to area health and overall development plans. As estimated $350 thousand, a reduc-
tion of $145 thousand is requested for funding 11 positions in FY 1975. This reduc-
tion is being accomplished by shifting 5 positions to be funded jointly by State and
Federal contributions.
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Sec. 202: Appalachian Demonstration Health Projects
Administrative Costs

HEW unless otherwise indicated

OBJECT CLASSIFICATION (in thousands of dollars)

ig73
actual

1974 19 75
eStIrTlate eArumat,

Personnel compensation:
11.1 Permanent positions 

11.3 Positions other than permanent 

Total personnel compensation 

Personnel benefits:
12.1 Civilian  

21.0 Travel and transportation of persons 

22.0 Transportation of things 

23.0 Rent, communications, and utilities 

24.0 Printing and reproduction 

25.0 Other services 

247

36

568

7

283

38

8o

3

1

6

89

25.2 Services of other agencies (ARC Administration) 381

26.0 Supplies and materials 

31.0 Equipment  

Total obligations

2

11

575

50

95

15

4

9

34

495

11

667

7

674

59

107

9

5

9

21

350

12

6

894 1,294 1,252

PERSONNEL SUMMARY

Department of He

Total number of permanent positions..

Average paid employment 

Average GS grade 

Average GS salary 

lth, Educati

28

18

10.9

$16,874

and Welfare

31 31

30 30

11.2 11.2

$18,606 $19,430
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SECTION 205: MINE AREA RESTORATION

Appropriations:

(thousands of dollars)

1973 Actual 1974 Enacted

Regular Bill 2,000 4,000
Tropical Storm "Agnes" Supplemental 11,000

Obligations, Net 10,949 14,875

Program for 1975 

During 1975 mine area restoration projects would be one cf the types of projects
funded under the activity Area Development Programs". It is anticipated that the
projects to be undertaken by the several coal-mining States primarily would be of the
relatively small surface restoration and pollution abatement projects. Larger subsi-
dence projects could, however, be financed depending on the relative priority of the
project within the individual State's package of projects requiring financing within
the funds allocated to it.

As is presently the case project applications within these allocations will still
require review, evaluation and specific approval for each individual project by the
Commission before work can be undertaken.

Current Status of Program and Financing

(thousands of dollars)

1973 Actual 1974 Enacted

1. Funds Available:
A. Appropriation 13,000 4,000
B. Transfer from Section 212 555
C. Unobligated balance brought forward 8,270 10,320
D. Recovery from prior year projects 1,633 4,900

Total Available 22,903 19,775

2. Commitments of Funds:
A. Prior year projects approved but not

obligated, net 5,506 9,663
B. New project approvals 16,044 9,412 1/
C. BOM Administrative & Engineering costs 696 700 —

Total Commitments 22,246 19,775

Uncommitted balance, end of year 657 0

3. Unobligated Balance, End of Year:
A. Approved, but not obligated 9,663 0 2/
B. Uncommitted balance 657 0 —

Total, Unobligated Balance 10,320 0

1/ $7,434 committed as of December 31, 1973.

2/ Assumes that Bureau of Mines will be able to enter into contribution contracts
for all projects by the end of FY 1974.

Program for 1974 

As is indicated in the above table, an amount of $19,775 thousand is available
in Fiscal 1974 for obligation in the mine area restoration program. This includes
$4.9 million in funds recovered from prior year obligations largely as a result of
construction bids considerably below the amount approved for several large subsidence
projects.

Approximately $9.7 million of the funds available for obligation will be required
for obligation of projects by the U.S. Bureau of Mines which the Commission has approved
but where the Bureau of Mines has not entered into "Contribution Contracts" with the
State and thus has not obligated the funds. Those obligated approvals include four
large subsidence projects mostly in the area hit by Tropical Storm Agnes totalling
$9.1 million.
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After covering these projects and $700 thousand for administrative and engineering

costs at the Bureau of Mines there remains about $9.4 million for new project
approvals in FY 1974. As of December 31, 1973 nearly $7.4 million of these funds were

committed, including approximately $5.2 million for phase II of the Scranton Hill

section project as provided by House and Senate Committee reports on the 1974 appro-

priation. There remains approximately $2.0 million for financing other mine area

restoration projects for the balance of 1974.

Program in 1973 

During 1973 the Commission committed all but $657 thousand of the funds available.
Although at the close of the fiscal year there was $10.3 million unobligated nearly

$9.7 million of projects had been approved, but not yet obligated by the Bureau of
Mines through its contribution contract process. Since the fiscal year closed we
have been advised that bids on three large subsidence projects were considerably less
than had been approved by the Commission and that this would result in substantial
obligation recoveries expecting to total $4.9 million in 1974. Some $1.1 million of
these recoveries was in the "Agnes" area and permitted funding an additional project
in that area. Most of the remainder is being utilized with unobligated balances
being transferred from the inactive Section 212 program to complete funding on the
Scranton Hill project.

Tc• date $10.5 million of the $11 million provided in the Tropical Storm Agnes
supplemental appropriation has been approved for six projects. Five projects for
$8.6 million are subsidence projects in the Wilkes-Barre, Pennsylvania area. The
remaining project is , mine drainage pollution abatement project in Allegany County,
Maryland, where a pollution problem was accelerated and worsened by Tropical Storm
Agnes. Upon completion, the project should enhance the water quality in the Potomac
River (North Branch) and the Bloomington Reservoir.

Program Background 

Section 205 of the Appalachian Act authorizes programs for (1) the sealing and
filling of voids in abandoned coal mines to prevent surface subsidence; (2) the
extinguishment of underground and outcrop mine fires; (3) the sealing of abandoned
oil and gas wells; (4) the abatement of mine drainage; (5) the reclamation of surface
mine areas and mining waste banks on public lands; and (6) the necessary planning and
engineering required for the identification, selection, and implementation of these
reclamation projects.

While the bulk of the Commission's funds were utilized for mine fire and subsi-
dence projects, this section was amended in 1971 to specifically include the abatement
of mine drainage in the program. These substantive amendments have now resulted in
the Commission having a sufficiently broad program for undertaking a much more
comprehensive approach to remedying mining damages in any area. This new authority
reflected one of the principal conclusions reached in the Commission's Acid Mine
Drainage Study (completed in 1969) that the abatement of one type of mining pollution
should be part of a more comprehensive pollution control and environmental improvement
program for the lands and waters of the area affected.

Through the supplemental funds previously appropriated to our Section 302 program,
the Commission is contracting for special research on subsidence risk, adjustments and
prevention that recognizes the overall problem is one of developing an improved approach
to managing land use. Ultimately, Section 205 and 207 projects and other Commission
investments should be funded to reflect a policy that will accommodate to the hazards
of mining impacts.

Under the Monongahela River Basin project, funded separately via a grant from EPA,
techniques have been developed for concurrently solving mine drainage pollution and
other environmental problems located in close proximity. Three demonstration sites
in the Cherry Creek Watershed of Maryland, the Sewickley Creek section of Pennsylvania
and the Dents Run Watershed of West Virginia have been earmarked for demonstration
work to illustrate the overall economic improvement which can be derived from the
abatement of environmental detriments in these watersheds, primarily acid mine
drainage. Work in the Cherry Creek area is currently being funded with Section 205
monies.

At present two States, Pennsylvania and Maryland, have bond financed funds and
Ohio has a mineral severance tax for financing mine area restoration work, while West
Virginia is seeking an appropriation for this purpose. Unless other State legisla-
tures make funds available projects in those States will need to be financed locally
for the non-Federal share.

0 - 74 - p!. - 1$



3868

Under existing legislation the Appalachian Regional Commission is the only agency
of government which can give grants to the States for action programs in acid mine
drainage pollution work. Several other Federally supported programs are aimed at
developing research for development programs and provide additional data on mine
drainage abatement technology. The Commission's program is aimed at using existing
know-how to apply to this vexing problem.

Administrative and Engineering Costs 

The Commission is estimating an amount of $520 thousand in 1975 for administrative
and engineering costs at the Bureau of Mines. This is reduction of $180 thousand from
the $700 thousand estimated for 1974. For a number of years these administrative costs
were at a relatively high amount, as compared with other ARC programs, because the
Bureau of Mines directly supervised all mine fire extinguishment projects. Since the
last of these projects has been completed costs should go down in 1975.

The budget for 1975 will fund an average number of 31 employees at the Bureau of Mines.

SUMMARY OF APPROVED MINE AREA RESTORATION PROJECTS

December 1973

Awaiting
contribution

Estimated Total
cost of all

Cost of
completed

State & Type of Project Completed Underway contract Total projects projects
1/ (000) 2/

Pennsylvania:
_

Anthracite Mine Fire 8 1 0 9 $16,692 $13,925

Bituminous Mine Fire 22 3 0 25 1,494 1,260

Subsidence 7 4 4 15 32,695 6,447

Surface Restoration 3 1 0 4 629 370

Oil & Gas Well Sealing 2 0 2 4 171 43

Sub-Total

_

42 9

_

6

_

57 $51,681 $22,045

Other States:

Surface Restoration and Well Sealing:

Ohio 3 0 0 3 1,258 1,258

Virginia 1 0 0 1 219 219

Maryland 0 0 2 2 2,635

New York 1 0 0 1 150 150

West Virginia 1 0 0 1 284 284

Sub-Total 6 0 2 8 $ 4,546 $ 1,911

GRAND TOTAL 48 9 8 65 $56,227 $23,955

1/ A contribution contract is an agreement between the Secretary of Interior and State and
local officials assuring that Federal and State funds are available and that legal require-
ments for conduct of the project will be met. It precedes contracts for actual conduct
of work.

2/ Estimate includes both Federal and State funds. Federal (ARC) costs are 75 percent of
project costs or an estimated $42,170 thousand.

NOTE: The projects summarized here are those being conducted in conjunction with the Bureau
of Mines, Interior Department. Four additional surface reclamation projects (3-Ohio,
1-Tennessee) were undertaken during the first two years of the Commission's program
by the Bureau of Sport Fisheries and Wildlife. This program is no longer operative
and the projects are completed.
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Sec. 205: Appalachian Mine Area Restoration
Administrative Costs

U.S. Bureau of Mines

OBJECT CLASSIFICATION (in thousands of dollars)

19 73
actual

,9 714
estImate

1975

rslinlatt

Personnel compensation:

11.1 Permanent positions 617 6146 1157

11.3 Positions other than permanent 6 6 6

11.5 Other personnel compensation 2 2 2

Total personnel compensation  625 654 465

12.1 Personnel benefits: Civilian  55 56 40
13.0 Benefits for former personnel 1
21.0 Travel and transportation of persons 16 15 15

22.0 Transportation of things 6 2 2

23.0 Rent, communications, and utilities 19 5 5

24.0 Printing and reproduction 4 5 5

25.0 Other services . 53 50 50

26.0 Supplies and materials 11 4 4
31.0 Equipment  2 4 4

Subtotal administration 792 795 590

Less States' share -96 -95 —70

Total obligations 696 700 520

PERSONNEL SUMMARY

Bureau of Mines

Total number of permanent positions.., 4o 39 28

Full-time equivalent of other positions 3 3 3

Average paid employment 42 41 31

Average GS grade 9.1 9.1 9.1

Average GS salary $14,812 $15,355 $15 , 576

Average salary of ungraded positions $ 9,880 $ 9,979 $10,079
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Appropriation

Obligations

1975 Program 

SECTION 211: VOCATIONAL EDUCATION FACILITIES

(thousands of dollars)

1973 Actual 1974 Enacted 

25,500 25,000

26,009 25,011

During 1975 this program will be conducted as part of the Area Development pro-
program previously described. Projects are expected to be approved for much the
same types of projects as in the past with slightly increasing emphasis on funds for
operating type projects. Grants for construction and equipment of vocational
education facilities are expected to comprise about 75 percent of this program.

Current Program Estimates 

The 1974 program will be at about the same level as in 1973 with a slight
increase in operating type projects more than oVfset by an anticipated decrease in
construction and equipment requirements. The following table shows comparable
funding requirements by type of project for FY 1973 and FY 1974.

Type of Use

(thousands of dollars)

1973 Actual 1974 Estimate

Construction and Equipment 21,862 20,011

Operations 2,482 3,000

Special Demonstrations and
Administrative Costs 1,665 2 000

Total Obligations 26,009 25,011

Less prior year balances - 520 11

Balances carried forward + 11 + 0

Appropriation 25,500 25,000

Construction and operating grants are exactly the same kind of grants that are
made available to the States under the Vocational Education Act of 1963, as amended.
Vocational education is a key element in the training and upgrading of potential and
existing labor force entrants. Curing FY 1973, ARC funds were utilized in construc-
tion, equipment, operating and demonstration projects for vocational education total-
ling 66.9 million in total project costs. Of this, as shown below, $32.0 million, or
48 percent, was in non-Federal funds with some $32.6 million or 49 percent from
Appalachian funds of which the bulk was from Section 211 funds. It is estimated that
when completed, the 59 facilities approved in FY 1973 will provide enrollment capacity
for approximately 23,000 students.

As is shown in the table below, State and local funds constitute nearly 48 per-
cent of funds utilized in 1973 as compared to 32 percent in 1972. The increase in
State and local contributions offset a decrease in the use of vocational Act funds
from the Office of Education and smaller decreases in ARC funding:
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Source of Funds

(millions of dollars)

FY 1972 FY 1973
Amount Percent Amount Percent

Office of Education Vocational Act Funds $ 8.2 11.1 $ 3.4 3.4

Appalachian Regional Program: 40.7 55.3 32.6 48.8

Section 211 Grants 31.8 43.2 26.0 38.9
Section 214 Supplements 8.9 12.1 6.6 9.9

State and Local Funds 24.7 33.6 32.0 47.8

TOTAL $73.6 100.0 $66.9 100.0

Vocational education is a particularly strong need in Appalachia. Based on data
from several Appalachian States, it is estimated that the dropout rate is significantly
higher than the Nation's and the proportion of students continuing their education
beyond high school is considerably lower than the U.S. average. For instance, in
Appalachian Kentucky, only 62 percent of the 9th grade students graduate from high
school compared to 75 percent from the U.S. and only 40 percent of the graduates go
on to college vs. 53 percent for the U.S. With fewer students completing high school
and fewer going beyond the secondary level, the Region produces youngsters less well
equipped to face competition in the job market than their contemporaries elsewhere.

At the same time, there is high interest in vocational education in the region.
A greater portion of secondary school students in Appalachia participate in vocational
education courses than in the Nation as a whole. The Commission is attempting to
develop a new profile of manpower skills in Appalachia through heavy investments in
vocational and technical education. It is influencing the trend toward curricula
which •are tailored to existing and future job opportunities.

Construction and Equipment Program 

Over one-fourth ($194.8 million) of the approximately $735 million non-highway
funds obligated through June 30, 1973 has yone into the construction of vocational
education facilities. Most of the Appalachian States have listed vocational educa-
tion or manpower as the first or second priority in their State investment plans for
other than highway projects.

As of June 30, 1973 Commission funds were approved for the construction of 450
vocational education projects. It is estimated that when all of these facilities are
fully operational, they will enroll 175,001 secondary students and 45.000 post-secondary
students. During the first four years, the majority of Commission-assisted projects
were for the construction of one or more new buildings to constitute new area schools.
However, during the last four years, the trend has shifted to construction of new
buildings, or expansion, remodeling, and re-equipping of an existing building or
buildings at existing area schools.

The following estimates based partly on a 1971 survey have been prepared on the
status of the ARC vocational education construction program in the Fall of 1973.
There were 200,000 persons enrolled in the 300 facilities that were in operation in
the Fall of 1973. When those facilities and the additional 150 facilities apprcved
through June 30, 1973 reach maximum enrollment, in the 1977-78 period there will be
about 295,000 persons receiving vocational education in those facilities.

Type of Program 

Secondary
Post-Secondary
Adult

Total

Current Est.
Enrollment

120,000
30,000
50,000

Estimated Maxi-
mum Enrollment 

175,000
45,000
75,000

200,000 295,000

It is estimated that the FY 1974 appropriations will provide construction
assistance for approximately 50 facilities with an estimated annual enrollment of
15,000 students. Many of these assisted facilities represent the addition of
completely new vocational training opportunities sometimes by replacing older
primarily home economics and agriculture oriented training with modern job oriented
training opportunities or by providirg facilities where none previously existed.
At times the ARC grant may not result in as many new vocational education "slots"
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- but serves primarily to replace outdated and cramped older structures or to improve
or modernize facilities and the necessary vocational training equipment which is
expensive and has relatively rapid obsolescence.

A number of the ARC assisted facilities are utilized for other services such as
MDTA institutional training and adult basic education programs, both in the daytime
and in the evenings. Also, the facilities are being used for community meetings and
educational in-service meetings.

Operating Projects 

The need to accommodate this rapid increase in vocational education enrollment
plus the impact of the 40 percent set-aside of basic funds and the recent sharp
escalation in teacher salaries has placed a severe strain on operating funds for voca-
tional education programs in the Appalachian Region. In recognition of these facts,
the Congress amended the Appalachian Regional Development Act in 1971 so that Section
211 funds could be used to support operating programs.

The Commission has adopted priorities for operating grants that include: more
efficient use of facilities through double-shift and adult use; career education and
career orientation programs; guidance and placement services; programs in fields of
critical manpower shortages; and transportation services for isolated rural students.

Through FY 1973, aNroximately $4.9 million of Section 211 funds have been ap-
proved fcr 52 annual operating grants. Approximately half of the $4.9 million was
obligated in the first priority area (additional vocational anO technical education
programs at the Appalachian assisted facilities). Operating grants were approved
in all of the other priority areas listed above. Of this amount about $2.5 million
was utilized in 1973 for 18 operating projects including continuations of 12 pro-
jects initially funded in FY 1972.

Operating grants included assistance to an interesting experiment in an Erie,
Pennsylvania vocational school. To maximize the use of this school they brought in
an additional complete faculty (except coaches) and hold two complete sessions in the
same building. The first session is Monday, Tuesday, Wednesday; the second session
on Thursday, Friday and Saturday. Each student goes tc school 8 hours a day (com-
pared with the previous six) with a shorter summer vacation (one month instead of
three).

Previously the facility offered 14 programs for 1,150 students. ARC is assist-
ing in this expansion which will add 15 programs and 900 students to the same
facility. ARC provided a grant of about $243,000 for an expansion program of nearly
$2.3 million.

Demonstration Projects 

In the 1971 Amendments to the ARDA, the Congress also authorized the Commission
to approve grants for "planning, construction, equipping, and operating vocational
and technical education projects which will serve to demonstrate area-wide educational
planning, services, and programs. The general purpose of these demonstrations would
be to find ways to make education and training more relevant in assisting Appalachians
to choose occupations and employment through being aware of the range of occupational
choices available to them and helping them gain access to the field of their choice.
Particular emphasis will be placed on programs which will service the rural population
by conducting programs involving two or more school jurisdictions. There is also a
need to conduct demonstrations in rural settings of the new approach to vocational
education now being implemented by the U.S. Office of Education. This new approach
divides all vocations into 15 "clusters" of related occupations.

The Commission adopted priorities for demonstration projects that include:
more effective ways to utilize fully vocational and technical education facilities;
career education and adult in-service professional development; home-based multi-
media individual study programs or self-paced programs; innovative approaches to
guidance and to placement; and innovative facility and equipment projects such as
mobile classrooms or mobile guidance facilities.

As an incentive to the Appalachian States to conduct demonstration projects, a
special set-aside of $1 million was approved for matching funds utilized by the
States in demonstration projects in both FY 1972 and FY 1973. About $3.5 million of
Section 211 funds were obligated through FY 1973 for 40 annual innovative areawide
vocational education demonstration projects. Most of the demonstration grants were
for projects in the priority area of career education. In FY 1973, $1.7 million was
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approved for 20 demonstration projects including continuation of 11 projects funded

in FY 1972

ARC has provided assistance to develop career education programs in at least 38
local education agencies in Appalachian Alabama. Career education is designed to
make what happens in the classroom more meaningful to the individual student by
relating it to the world and the way in which he will earn his living. It helps
elementary students develop awareness of self and the world of work, provides
work experiences for junior high students and teaches senior high students the
knowledge and special skills they need to become employed or to pursue further
education after high school.

The Alabama program, which is being administered by the Vocational Division of
the State Department of Education, is developing comprehensive demonstrations of
this type of educational program. The results of these demonstrations are being
used in developing career education programs for the entire state. For FY 1972,
ARC provided $261,125 of the total cost of $350,000 for the first year of this
innovative project. The project was funded for another year in FY 1973. ARC
provided $238,568 and Part D funds of $53,570 brought the total cost of the
grant to $292,318.

Evaluation 

The Commission has approved an evaluation study to measure the impact of ARC

funded vocational education facilities in 25 selected areas of the Region and to

assist in the education and manpower category of the program design study. A cross

section of Appalachian vocational institutions will be examined in the process.

This study will measure the degree to which ARC assisted vocational education

programs have impacted on the areas served by such programs. Of particular significance

will be a measure of the number of jobs graduates of the sampled institutions have

filled in local industry. The study will include examination of the following:

1. Training relationships between vocational schools and local industries.

2. The rate of placement of graduates with local industries.

3. The effect of the subject schools on attracting new industries to the
community.

4. The scope of training programs offered by the subject schools in response

to health and child development manpower needs in the community.

5. To assist in the education and manpower category of the program design

study.

It is anticipated that the study can provide an adequate and fair approximation

of the impact ARC's vocational education program has had in the Region. It is

anticipated the study will provide answers to basic questions concerning the adm
in-

istration of vocational education programs supported by ARC.

Generally most vocational schools report excellent results in the job placement

of students. A special five year graduate follow-up study of Asheville-Buncombe

Technical Institute, in Asheville, North Carolina completed in the Fall of 1972

reported 92 percent of the Institutes graduates of the past five years as employed

in their field of preparation, with only 1 percent reporting dissatisfaction.

Eighty percent stated that the degree or diploma earned at Asheville Tech was necessa
ry

or helpful in obtaining and keeping their present position.

The graduates reported that they did not have to go into another on-the-job

training program. Seventy-six percent said that the training they received at

Asheville Tech was adequate for their employment position. Seven percent of the

graduates transferred to another institute, one percent have graduated from a four-

year college; however, 11 percent have returned to Asheville Tech for additional

training.

The Appalachian Commission is influencing the trend toward curricula which are

better tailored to existing and future job opportunities. It is assisting in the

construction of new facilities offering such courses as drafting, welding, cosmeto-

logy, data processing, advertising, child care, aircraft maintenance, highway engine
er-

ing assistants, merchandising, marketing, chemical technology, horticulture, and min
-

ing. In all, there are nearly 100 different courses in schools funded under the Act,

•=lk



3874

according to figures supplied by the States. Only 6.4 percent of the students enrolled
in Appalachian program schools are in agriculture courses; 9.1 percent in home econo-
mics; 17.3 percent in office education courses; 6.8 percent in technical education;
53.2 percent in trades and industry; 3.8 percent in health occupations; and 3.4 per-
cent in distributive education courses. Each State in submitting an application for
Appalachian assistance on a vocational education project is required to demonstrate
that course offerings will relate to job opportunities in the locality and surround-
ing areas. In addition, where the application is for an equipment, construction, or
operation grant to provide for a course from which more than one class has been
graduated, the project application shall relate such course offerings to date on the
placement experiences of graduates who took such courses.

Operation of Program 

The Secretary of Health, Education and Welfare is authorized by the Act to make
grants for constructing, equipping, and operating of vocational education facilities
in the Region. Grants are made for projects which are initiated in each State by
the Governor's representative on the Appalachian Regional Commission. The projects
are reviewed by Commission staff for their effectiveness in carrying forward State
and locally developed plans for the "investment" of allocated funds. They are
screened by the Office of Education for their adherence to the requirements of the
Vocational Education Act of 1963 and its Amendments. Disbursements of project funds
and project monitoring is also performed by the Office of Education. The budget
request includes $53 thousand for a three-man staff in the Office of Education.

Sec. 211: Appalachian Vocational Education Facilities
Administrative Costs
Office of Education

OBJECT CLASSIFICATION (in thousands of dollars)

Personnel compensation:
11.1 Permanent positions 

19 73
actual

19 7)4
eftiMAIC

Total personnel compensation 

Personnel benefits:
12.1 Civilian

21.0 Travel and transportation of persons 

23.0 Rent, communications, and utilities 

25.0 Other services 

Total obligations

42

42

4

1

2

2

1+2

3

2

3

3

51 53

PERSONNEL SUMMARY

Office of

Total number of permanent positions 

Average paid employment 

Average GS grade 

Average GS salary 

Education

3

3

7.7

$12,572

75

42

42

3

2

3

3

53

3 3

3 3

7.7 7.7

$13,827 $14,089
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SECTION 214: SUPPLEMENTAL GRANTS

Appropriation

Obligations

1975 Program 

(thousands of dollars)

1973 Actual 1974 Enacted

$37,000 $34,000

39,513 38,026

During 1975 this program will be conducted as part of the Area Development

program previously described. Projects are expected to be approved for much the

same types as have been financed previously with the trend continuing toward greater

utilization of these funds for water and sewer system grants to promote the com-

munity and economic development of the States and sub-regions. Increasing use of

the Commission's authority to utilize these funds as first-dollar grants is also

anticipated.

Supplemental Airport Safety Grants 

The supplemental Appropriation Act of 1971 included an additional $8.5 million

appropriation for supplemental grants. These additional funds were intended to be

used only for supplementing airport construction safety projects which have a basic

grant provided under the provisions of the Airport and Airways Development Act of

1970. Through FY 1973 a total of $5.8 million had been committed under this special

program leaving a balance of approximately $2.7 million. The low rate of obligations

for the special airport safety grants in 1973 can be attributed to legislation which

increased the proportion of basic Federal grants by the Federal Aviation Administra-

tion for airport construction from 50 to 75 percent. Whereas in previous years

applications for ARC grant assistance under the supplemental program for airport

safety could be for as much as 30 percent of the total cost, under the new airport

legislation applications for ARC assistance are now for only 5 percent of total

cost. On this basis the balances available in this special account will probably

be sufficient to cover all project applications in both 1974 and 1975.

The following table reflects the fiscal activity for the entire program and for

the regular supplemental grant program after deducting the activity of the special

airport program.

1973 Actual 1974 Enacted
Appropriation Obligation Appropriation Obligation

Total Appropriation $37,000 $39,513 $34,000 $38,026

Less Special Airport Program 0 450 0 2,730

Regular Program $37,000 $39,063 $34,000 $35,296

Operation of Program

The Section 214 supplemental grant program was initially designed to assist

States, counties, or local comrunities in the Appalachian Region which were unable

to participate in regular grant-in-aid programs for construction of facilities be-

cause of a lack of local matching funds. Grants may increase the authorized Federal

percentage under existing grant-in-aid programs (which range from 30 percent to 75

percent), to a maximum of 80 percent. The degree of supplementation is determined

by the applicant's ability to match the Federal share on a dollar basis. Experience

has shown that only one-third of the projects actually use the maximum supplemental

grant funds available. In part, this reflects the efforts of the States and the
Commission to insure that Section 214 funds are not being substituted for other

available Federal and non-Federal funds as directed by the Act. However, the
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accelerating pace of planning and development in the Region under the impetus of the
Appalachian program, coupled with the concentration of investments in areas to pro-
duce the greatest developmental impact is placing State and local governmental units
in a position where they are finding it more difficult to provide the money necessary
to match Federal grants. This is true in spite of the improved money market conditions
for public borrowing. Local governments in particular are being confronted by an
ever-increasing demand to provide new and expanded services requiring increased
expenditures for capital development. Increased taxes are the major source of funds
to meet these costs. Under these circumstances, local governments are finding it
difficult to secure authorization for bond issues.

With the Amendments of 1971 (P.L. 92-65), the Commission also was authorized to

provide special basic grants when there is insufficient basic money under regular
Federal grant-in-aid programs to permit funding of projects. These special grants
may be used to supply all or any portion of the basic Federal contribution to pro-
jects under Federal grant-in-aid programs. Projects funded in this manner must
meet all of the requirements of the basic grant program, as certified by the admin-
istrator of such program. These special basic grants may not be used as a substitute
for Federal and State financial assistance which may be available under other Acts
for the same type of programs or projects in the portion of the State within the
Appalachian Region.

During FY 1973 increased use was made of this authority wherein a total of
twenty-eight projects for $7.5 million of ARC funds was utilized. This amounted
to about nineteen percent of the funds committed in 1973. In FY 1972, there were
only seven projects for $1.7 million or about four percent of the funds committed.
During 1974 and 1975, the amounts utilized for this portion of the program are
likely to continue to increase as nationwide programs of construction grants are
allocated reduced amounts of funds. Grants will continue to be made by the
Commission for those types of facilities which are essential to growth and improve-
ment of various portions of the area, and for which other financing is not available.

In granting the Commission these authorities, Congress did not specifically
identify which grant-in-aid programs were to be supplemented. Rather it identified
a broad list of programs eligible for supplementation. The new Section 214
authority in effect has given the Commission greater opportunity to experiment with
a non-categorical or in some respects a modified block grant approach. The States
are allocated Section 214 funds by a formula which takes into consideration equality,
land area, population, and per capita income weighed inversely.

With few exceptions, the Commission has left to the States the decision concern-
ing which programs would be eligible for supplementation, with the restrictions that
individual projects must be related to the social and economic development of the
Region.

Proportions of Federal and Local Funds 

Since the inception of the supplemental grant program the Federal contribution
toward eligible project costs has been 52.3 percent with State or local sources
providing the remaining 47.7 percent. While the Federal share of projects in 1972
was nearly 63 percent, the 1973 program indicated only 51 percent of eligible costs
was provided by Federal sources. While both Federal dollars and percentages declined
in 1973 from 1972 State and local contributions showed an increase so that the total
eligible cost of approved projects in 1973 was only slightly less than in 1972.
Apparently 1972 was an aberration as far as the higher proportion of Federal funds
was concerned, while the 1973 experience represented a more average year in that
the Federal proportion of costs was only slightly over 50%.

The ratio of Appalachian supplemental dollars continues to be approximately $1
dollar for each $2 of other funds, while non-ARC Federal funds comprises about 45
percent of all Federal financial support.
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Summary of Project Financing by Source of Funds

Federal contribution:

1972 Program

(millions of dollars)

1973 Program
Cumulative

Program thru 1973

Amount Percent Amount Percent Amount Percent

Other Federal agencies 82 34.3 64 28.1 478 28.6

Other Appalachian programs 20 8.4 12 5.3 100 6.0

Appalachian Section 214 48 20.1 40 17.5 296 17.7

Total Federal 150 62.8 116 50.9 874 52.3

State and/or local share 89 37.2 112 49.1 798 47.7

Total Eligible 239 100.0 228 100.0 1,672 100.0

Note: Not all project costs are eligible for Federal financial support. Ineligible

project costs must be financed by the project sponsor, usually the local

government unit. Thus, including all costs State and local participation

probably comes fairly close to 50 percent.

Types of Projects Assisted 

The types of projects or functional areas assisted in the regular supplemental

grant program have changed somewhat over the years as the priority needs of the

Region have changed. Education and health facilities projects consumed 74 percent

of ARC funds through 1972 while in 1973, these programs accounted for only 45 per-

cent of the funds. Corresponding increases, representing increased Federal support

for water and sewer programs reflects changing Federal financial support levels and

changes in State plans as highest priority needs in education and health projects

are met. The following table reflects the use of ARC funds by type of program.

Supplemental Grant Projects Approved
by Type of Program

Category

(thousands of dollars)
Cumulative

1972 Program 1973 Program through 1973
No. Amount No. Amount No. Amount %

Vocational Education 68 8,807 19 46 6,451 17 401 59,587 21

Higher Education 21 3,187 7 7 978 3 213 50,461 17

Libraries 11 644 1 7 1,937 5 109 9,494 3

NDEA 8 694 2 - - - 57 6,310 2

ETV 5 785 3 8 1,861 5 22 4,941 1

Sub-Total, Education 113 14,117 32 68 11,227 30 802 130,793 44

Health Facilities 54 10,951 23 25 5,934 15 362 72,951 26

Sewage Treatment 27 7,470 16 12 2,933 7 240 42,757 14

Water and Sewer 49 8,568 19 51 12,103 31 125 22,018 8

Airports 18 2,197 5 25 2,473 6 98 10,465 4

Other 36 2,375 5 27 4,182 11 104 10,320 4

Total 297 45,678 100 208 38,852 100 1,731 289,304 100

Special Airport Safety Suppl. 16 5,123 5 618 21 5,770 -
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1974 and 1975 should show a continuation of these trends with reduced proportions
going into airport and sewage treatment projects and with increasing proportions being
utilized for water and sewer projects as national programs are changing. During the
past about 70 percent of ARC supplemental funds went into health and education projects
for human resource development.

As the earlier priority investments in education and health facilities are
completed and the quality of the labor force is thus improved, the Region is
becomming more attractive as a location for industry. The States are therefore
focussing more attention on projects and programs directly related to industrial
and commercial enterprises and on finding more efficient means of delivering
services. This shift in emphasis is expected to produce greater investments in
activities such as industrial park development, transportation, communications,
tourism and recreational development in selected areas, etc. Partly because of
the shift in emphasis in the area of human resources to operation support (as
opposed to construction investments) for vocational education programs and delivery
of health services, it is anticipated that a larger portion of the funds pre-
viously used for supplemental grant purposes will be used instead as special
basic grants in areas such as water and sewer systems where the needs of the
Region in comparison to the Nation are still unmet.

Changes in the investment patterns are evident throughout the Region. Virginia's
overall program goal thru FY 1973 has been to assist the people of the Region in
acquiring the training, skills and health needed to participate in and contribute to
the nation's economy. Accordingly, highest priority has been awarded to the develop-
ment of the regions educational and health care systems. Specifically, it has invested
heavily in the construction of area vocational education facilities at the secondary
level and its excellent community college system at the post-secondary level. In the
area of health, they have promoted the development of a system of county health centers
and regional hospitals. Having neared that goal, it is anticipated that Virginia will
now concentrate on promoting industrial development in the region. Generally, this
will mean improving its transportation network and providng the other necessary
facilities and services that will enhance the region for new and expanded industrial
development. Tourism and recreational development will alsc be an important focus.

South Carolina also has invested heavily in its educational system via the
development of a system of eleven area vocational education centers at the secondary
level, three technical education centers at the post-secondary level and through
continued support of the four year higher education institutions in the six-county
Appalachian region cf the State. The system of vocational and technical education
centers is nearing completion and the emphasis is shifting to operating type programs.
Special attention will be given to developing and offering curricula that will further
the objective of diversifying industry in the six county area. Water systems and
water pollution control facilities also have been a focal point for ARC investments
in South Carolina. These investments were intended to open up the region to new and
expanded industrial development.

Kentucky, for instance, is planning to increase support for both ground and air
transportation facilities by access road projects and some supplements for airport
construction. The Commonwealth is also committing Section 214 funds to large-scale
recreational development projects in which private participation is encouraged.

New York has recently utilized Section 214 supplemental and special basic grants
in combination with three other Federal funding sources plus State and local monies
in order to develop an Appalachian Telecommunications Network in the State's 14
Appalachian counties. The three phases of development (i.e., the construction of
basic transmission systems, the installation of reception facilities, and the instal-
lation of microwave interconnections) are regional in scope and complement and
support the multiple objectives of the educational programs established in the school
districts or functioning through the Boards of Cooperative Educational Services
(BOCES). Phase I and II development has been completed in some BOCES and is in the
application stage in others, while Phase III development is lagging somewhat behind.
It should be noted that, while the program is being developed primarily for educational
purposes, it has implications beyond the pale of training and education. At present,
discussions are under way with various agencies and public interest groups to explore
non-educational uses of the system (e.g., for linkage with medical emergency and law
enforcement communications systems).
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Pennsylvania, in maintaining the basic economic development thrust of its
Appalachian Program, reaffirms that highest priority for the use of ARC supplemental
aid and other categories of assistance shall continue to be given to those projects
which are evaluated to be most important to achieving the objectives of the crea-
tion of new jobs and the essential community facilities so important to any soundly
conceived development program. Pennsylvania has maintained those objectives consis-
tently over the life of the program, but has made changes in its strategies for
achieving them. The Commonwealth accords highest priority for supplemental aid to
water and/or sewage systems relating directly to industrial development opportunities.
The significant change in strategy, initiated two years ago, is the replacement of
emphasis on specific local problems inhibiting such development, by concentration on
systems that provide for the solution to that kind of problem for a number of com-
munities lacking such systems. This approach in the long run results in a much more
economical use of resources in terms of financing, use of lands, and construction
costs. And, most important in terms of maintaining development momentum, the
approach more adequately assures sufficient capacity for the associated residential
and/or commercial kinds of development which can reasonably be anticipated to occur
as a result of significant industrial development.

Although Pennsylvania has limited the use of Section 214 supplemental aid in
vocational educational investments over the life of the program due to the availa-
bility of some State aid for such expenditures, the ordering of priorities in vocational
education again illustrates the Commonwealth's concern that the most critical problems
inhibiting development receive first priority attention. The first priority in the
ranking of vocational education investments is for the construction and equipping of
of new facilities in areas totally lacking any schools. The curriculum must be
related to eliminating known skills deficiencies existing in the job market for the
area. That priority is followed by expansion of existing schools as needed, equipment
programs for existing schools and community colleges having vocational courses,
equipment programs for comprehensive high schools, construction of vocational education
facilities at the community college level, and rehabilitation programs for the handi-
capped in the order given.

Georgia's Plan exhibits a clear development strategy for the use of ARC funds.
Based on analysis of population projections and evaluation of other factors affecting
physical development, which indicate major urban concentrations along Georgia's
interstate highways, Georgia is concentrating its investments along the 1-75 and 1-85
corridors in an effort to accommodate growth in an orderly fashion. The strong
diversification of industrial development occurring in Appalachian Georgia must be
matched by appropriate investments in area-serving facilities to maintain an orderly
momentum to such growth. The increasing needs for post-secondary and specialized
vocational training programs in Georgia's Appalachian Region is a reflection of the
evolving diversified economic development base. The increasing costs of vocational
education at the local level has required increased allocation of Section 214
supplemental aid to vocational education programs.

Like Georgia, the Appalachian Region of Alabama is experiencing strong industrial
development requiring emphasis on region-serving facilities to meet the needs of
industry and to assure a development base for the residential and/or commercial
growth that accompanies such growth. Area-serving systems, such as water and sewage,
are being more heavily emphasized. And, much heavier emphasis is being placed on
vocational programs for more specialized and higher technical skills training
activities as a result of industrial development--the central theme of Alabama's new
State Plan.

Alabama's vocational education program therefore, has now reached a second phase
of development. The Phase II program is characterized by a concentration on upgrading
the quality of existing facilities and instruction as well as the diversification of
training programs which offer a higher degree of technical skills to meet specific
current and projected needs of the expanding industrial climate in Appalachian Alabama.
In addition, programs to expose young students to the new career opportunities now
available in a State where approximately 75 percent of high school students do not go
on to college.

As in the past, the States  investment decisions for FY 1975 will be node in the
following sequence:
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1. Each State determines the degree of emphasis it wishes to place on program
areas set forth in its Appalachian Development Plan (which is subject to
Commission approval). Increasingly, such determination is made with the help
of input from the Local Development Districts.

2. Each State then determines where it will concentrate its investments in order
to achieve the economic impact the Act requires.

4. For a supplemental grant, each State determines the ability to pay on the
part of the applicant and provides only the dollar amount of Appalachian
assistance required to make up the difference between the available basic
grant and the funds available to the applicant (which, however, must be
at least 20 percent of the total eligible project cost).

5. Where basic Federal grant funds are lacking, application is made for an
ARC "first dollar" grant under the criteria and standards as though other
Federal funds were available.

Administrative Costs 

Administrative costs are shown for the first time since 1967 when Section 214
funds were appropriated to and administered by the Secretary of Commerce. These
administrative costs are requested only for those grant projects which are carried
out by other Federal agencies where ARC funds represent the only Federal money. It
is anticipated that the largest portion will be requested by the Department of Agri-
culture for administering water and sewer grants. Administrative costs include
salaries, benefits, and travel as shown below in thousands of dollars:

1973
Actual

1974
Estimated

1975
Estimated

Personnel Compensation $ 43 $ 86
Personnel Benefits - 4 8
Travel - 3 6

Total Obligations $ 50 $100

Average Paid Employment 2 4
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SECTION 302: RESEARCH, DEMONSTRATIONS,
AND LOCAL DEVELOPMENT DISTRICTS

(thousands of dollars)

1973
Actual

1974
Enacted

1975
Estimate

Increase/
Decrease

Appropriation 11,000 7,500 8,500 + 1,000

Obligations: 8 989 10,510 8,500 - 2,010
Regular 9,423 8,500 - -923
Tropical Storm Agnes 2:413 1,087 -- - 1,087

1975 Program

An appropriation of $8.5 million is requested for this activity to finance the
Federal contribution toward the administrative expenses of Local Development
Districts, to support of prcgram of research and technical assistance, and to fund
a limited number of education and local development district demonstration projects.
The funds requested represent an increase of $1.0 million from funds appropriated in
1974. The comparable requirements for these programs are as follows:

(thousands of dollars)

1974 1975 Increase/
Enacted Estimated Decrease

Local Development Districts $ 3,200 $ 4,000 $+ 800

Research and Technical Assistance 2,856 2,500 - 356

Demonstration Programs 3,367 2,000 -1,367

Sub-Total 9,423 8,500 - 923

Special Supplemental Program for Tropical
Storm Agnes 1,087 0 -1,087

Total $10,510 $ 8,500 $-2,010

Financed from prior year's balances -3,010 0 +3,010

Appropriation $ 7,500 $ 8,500 5+1,000

Local Development Districts $4,000

The Commission requests $4.0 million for the continued funding of its 69 multi-
county development districts. The amount represents an increase of $800 thousand
over the FY 1974 amount and with some $500 thousand obtained from savings of prior
year'grants and projects funded from 1974 appropriations 011 provide annual operating
budgets of $4.5 million for the 1975 operating year of the local development districts.
The increase in operating budgets is the first for many LDD's since 1973. The re-
quested budget will provide for cost increases and in some cases expansion of district
planning and development programs.

Such a program can help to achieve continuing improvement in economic and social
development of the region, provide a common base of information, and support a set
of programs that can be used by Federal and State agencies for the development of the
region, and which will increase the effectiveness of Federal and State programs for
Appalachia.

Increasing responsibilities are being placed upon the Local Development
Districts both by the Appalachian Regional program and by a number of existing
Federal programs. The Commission increasingly depends upon greater district involve-
ment in Commission programs of education demonstrations, child development, health,
areawide housing, solid waste disposal, and other environmental programs, among
others. Also, Appalachian development planning by the States has increasingly drawn



3882

upon district resources. In most of the States, the districts are formally recognized

as the areawide "umbrella" organization for the region. This responsibility includes

the A-95 review activity. A number of local development districts were extensively

utilized in recovery planning efforts following the 1972 Agnes related floods. The

net result is a continuing growth in the district's role and responsibility in the

overall development process of the Appalachian Region.

In FY 1974, ten districts are being funded for a full year for the first time.

First year funding is at a lower level and below that required as district program

and staff reach their normal on-going strength in subsequent years. Inflationary

increases, States requirements, and so forth, will continue to require additional

funds for the districts to maintain an adequate level of services. All of these
factors, coupled with the fact that annual program funds available to most of the

districts from the Appalachian Program, have been kept at the same level for the

past several years, will place heavier than normal demands on district administrative
support from the Commission. Furthermore, an alternative source of increased
funding for districts that would have been available under HUD's proposed Planning

and Management Assistance program, failed to materialize for FY 1974.

For the 1975 operating year, the Commission proposes as a general rule, a basic

ARC contribution to the cost of a district per year of $70,000. At the time the
district allocation is prepared, this basic formula is applied in combination with

other factors such as, for example, funds from other Federal sources, possible
increases in State and local contributions, and anticipated savings from prior year
grants. For the 1975 operating year this would require gross operating grant approvals

of $4.5 million. With the use of savings from prior grants and a few projects
financed from 1974 funds, this will result in an appropriation requirement of $4
million. The following table indicates comparable 1974 and 1975 estimates by State.

STATE BY STATE SUMMARY OF ESTIMATED DISTRICT FUNDING

1. Program Amounts:

1974 Operating Year 1975 Operating Year
No. of LON Amount (000) No.—O-f LODs int000)

Alabama 7 419 7 470
Georgia 6 306 6 325
Kentucky 8 587 8 625
Maryland 1 86 1 90

Mississippi 4 200 4 225
New York 3 134 3 190
North Carolina 7 331 7 450

Ohio 3 117 3 145
Pennsylvania 7 443 7 495
South Carolina 1 141 1 150
Tennessee 5 298 5 335
Virginia 6 367 6 410
West Virginia 11 415 11 540

Contingency -- -- -- 50

Sub-Total 69 3,844 69 4,500

Less Estimated savings - 233 - 240
Net Requirements 3,611 4,260

Financed in FY 1973 - 671 --
Financed in FY 1974 2,940 - 260
Financed in FY 1975 -- 4,000
Reserved for 1975 Funding + 260 --

Appropriation Requirements 3,200 4,000
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Research and Technical Assistance $2,500

Comparative Obligation Levels:

Commission Research:

(thousands of dollars)

1974 1975 Increase/
Enacted Estimate Decrease

Commission Research 1,029 750 - 279
LDD Administration 240 250 + 10
Sub-Total 1,269 1,000 - 269

State Research and Management:
Technical Assistance and Research 1,187 1,400 + 213
Management Assistance 400 100 - 300
Sub-Total 1,587 1,500

Total Research and Technical Assistance 2,856 2,500 - 356

The amount of $1 million is requested in 1975 for commission research and tech-
nical assistance on a multi-state or subregional level. During 1975, under the cate-
gory Commission Research, a program evaluation effort will be emphasized carrying
forward similar efforts initiated in 1974 in connection with a review of the present
Appalachian program design. This program evaluation will attempt to assess the im-
pact of the individual ARC programs and overall ARC efforts in selected geographic
areas represented by Local Development Districts. Commission research funds will also
provide $250 thousand for the staff that administers the LDD and research programs.
The decreased level of support results partially from a decrease of $140 thousand as
the financing of Commission technical support personnel becomes a joint Federal-State
funding responsibility.

In 1975, as in past years, the Commission 011 continue its programs supporting
state research and management projects. The objectives of the Commission's state
research and management program are to assist the States, LDD's, and local govern-
ments to understand factors affecting their development, analyze ways and means to
utilize or to counteract these factors for improvement of their physical, human, and
economic environment, strengthen capabilities to participate fully and actively in the
Appalachian program and to selectively initiate or continue demonstrations of regional
transferability, and significance.

An amount of $1.5 million is requested for 1975 for funding state research and
management. In terms of categorical use, this request represents a slight decrease
from the program level estimated for 1974. It is expected that during 1975, some
additional demands will be placed on state research and technical assistance funds
as the States participate in program design and assessment studies. There is also
increased emphasis in the States on relating their Appalachian development planning
to state-wide development planning activities in some cases and expanding the Appalachian
experience to be used state-wide in others. Furthermore, special environmental projects
as they may be requested by the States will be funded from the state research and
management assistance category.

The Commission in 1973 and 1974 initiated a special state management assistance
program to provide financial assistance to Appalachian states for hiring of limited
additional staff so states could more effectively utilize the Appalachian program.
More specifically, the state management program was developed to strengthen capabilities
in development planning, policy analysis and program management and coordination.
An estimated $100,000 of the $1.5 million requested for state research and management
is proposed for use in the state management program, a reduction from the Fiscal
Year 1973 and Fiscal Year 1974 funding level of states for management purposes.

Although no special funding is proposed for environment/resource research and
technical assistance in Fiscal Year 1975, it is anticipated that grant emphasis will
be placed by Appalachian states on continued studies in this field under the State
research category. The current energy situation will likely place major demands,
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opportunities, and problems upon Appalachian coal producing States. Coupled with
increased demands are the environmental consequences of increased mining activity.
The Commission expects to avoid studies where other more technically qualified agencies
could provide the needed data. However, the Commission can provide support for studies
concerning the less technical aspects of the probable upturn in coal mining activity
and the Commission will encourage studies which might help prevent a recurrence of the
type of problem that has plagued Appalachia in the past. Coal is not the only mineral
of significance in much of Appalachia. With the current national concern regarding
over-dependence on foreign mineral production, it is also anticipated that Appalachian
States will request funding of research to better realize the potentials of greater
development of non-coal mineral resources.

Some examples of specific recent research projects funded include:

1. Alabama Multi-Model Transportation Study. The overall project will: (1) deter-
mine adequacy of current state transportation systems; (2) collect and analyze
transportation data required for the National Transportation Study; (3) develop
a state transportation plan for 1990 and a state transportation program for 1980,
both of which shall be "financially reasonable" (in view of anticipated Federal
revenues); and (4) thoroughly analyze and report on major transportation policy
issues. The program will involve the Local Development Districts throughout
Alabama.

2. Water and Sewer Feasibility Study and Technical Program for Public Facilities 
Development in Appalachian Ohio. This project will produce engineering feasibility
designs relative to the planning and construction of water and sewer facilities,
including cost estimates and analysis of types and locations of such facilities,

essential to aid in directing future growth in and around Lucasville, Ohio. Also,

the project will fund a public facilities specialist to work within Ohio's three

LDDs. The specialist will assist in analyzing and evaluating the public facility

needs, resources, and constraints of local communities, and aid in the establish-

ment of development plans and priorities.

3. A Tri-State (Georgia, North Carolina and South Carolina) Recreation Development 
Plan utilizing a grant from the Bureau of Outdoor Recreation, U.S. Department of
MT-Interior, plus an ARC Section 302 grant. This effort involves a comprehensive

analysis of alternative plans for recreation development while maintaining this
Southern Highlands area's valuable natural resources.

4. A Cumberland Gap Development Plan which assessed the many alternatives for locating
a portion of Appalachian Corridor "F" through the Gap between Virginia, Kentucky,
and Tennessee, together with a plan for restoration of the Gap.

5. The First Tennessee-Virginia Development District Cable TV Project. This is a
project designed to ascertain whether local organization of broadcasting can be

useful for citizens in the District. It will seek to discover how the District,
in cooperation with cable companies, can help to make citizens aware of civic

and cultural affairs and how this can be used as a tool for better understanding

of regional activities, problems, and needs.

6. Bluegrass (Kentucky) Area Develorent District Rural Transportation Feasibility 

Study. The project is to: (1) identify and discuss the social and economic

conditions which have a relationship to transportation systems and services;

(2) identify adequate service centers and the types of services provided; (3)

analyze existing transportation services and systems including an evaluation of

their effectiveness; and (4) recommend at least two alternative transportation

service programs including a discussion of the capabilities of each program

effort. The Local Development District will move to implement the recommendations.

7. A Statewide Regional Plan for North Carolina. The purpose of this project is to

provide technical assistance to North Carolina in the design, development, and

initiation of statewide development and regionalization plans and programs. It

will increase the effectiveness of Appalachian Program administration at both the

state and district levels and assist the state in equipping it to administer

flexible forms of Federal assistance to coordinate them with available state and

local resources.
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Demonstration Programs $2,000

Section 302 of the Appalachian Act provides the flexibility necessary to test a
number of innovative programs. Special demonstration programs are proposed for FY
1975 in two areas. One will assist Local Development Districts in the planning and
initiation of imaginative and innovative efforts to establish multi-jurisdictional
and multi-functional programs demonstrating the more efficient and effective utiliza-
tion of resources or organizational capabilities. The other supports education
demonstrations including the regional education service agency approach to providing
areawide specialized educational programs, facilities, and resources. During FY 1975,
the Commission proposes to continue these two programs at a level of $1.0 million for
each program.

A. Local Development District Program. In order to better respond to the desire
for new and innovative approaches for meeting local and areawide needs the Commission
initiated, in Fiscal Year 1974, a special demonstrations program for Local Development
District efforts which are multi-jurisdictional or multi-functional in nature. The aim
is to demonstrate ways of achieving more efficient and effective use of resources
available to the districts and local governments they represent.

The special demonstration program 011 provide the districts with additional
technical assistance and funds from the Commission necessary to fill gaps between
their normal administrative and financial capabilities and the ongoing support that
becomes available for special and innovative programs or projects once they are
established. As a result, innovative projects can be initiated which otherwise
would not have been undertaken.

Examples of special demonstration proposals already approved for funding by the
Commission include the following:

1. FIVCO Area Development District (Kentucky). To plan and carry out a program for
using schools and satellite vocational educational facilities in the district to
house a variety of social services programs. This program would attain better
utilization of large facilities that represent major capital investments for
local and state governments.

2. East Tennessee Development District. To develop institutional and administrative
arrangements for implementing with the Southeast Tennessee Development District
and the Chattanooga Council of Governments an inter-district program of environ-
mental manadement, embhasizina solid waste recyclina.

3. Georgia Mountains Planning and Development Commission. To implement and test a
regional data processing service for units of government in the Georgia Mountains
district.

4. Lake Cumberland Area Development District (Kentucky). To provide staff support
for a Regional Industrial Development Committee operating in a rural, isolated,
and rugged part of Appalachia.

5. Muscle Shoals Council of Local Governments (Alabama). To improve fiscal and
administrative operations of local governments in the district by hiring a trained
individual who would provide technical assistance to local governments on matters
such as budget formulation, public improvement planning and programming, and
other fiscal and administrative practices and procedures.

6. Southern Alleghenies Planning and Development Commission (Pennsylvania). To
develop a floating community college which utilizes existing post-secondary and
vocational-technical facilities, the expertise of the education community, and
other resources in the district. The community college program would focus on
awarding associate degrees and emphasize post-secondary technical education.

7. South Carolina Appalachian Council of Governments. To design and implement a
computer-based system for the integration and coordination of human resources
services in the district so that a better delivery system will be available to
agencies clients.
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These and other demonstration proposals that have been submitted for Fiscal

Year 1974 funding have the following characteristics: (1) they represent a special

and innovative effort by the Local Development District, (2) they are directed at

accomplishing a significant achievement having a special impact on the district, (3)

they would demonstrate ways of better using and organizing resources at the local

level to capitalize on visible opportunities, and (4) they would strengthen the per-

manent capacity of the participating Local Development District to undertake similar

activities in the future. For Fiscal Year 1975, an amount of $1.0 million is requested
hv tha rnmOSSinn to prahle support o4 s:r4a1 comrission hy ane for Local nevelopment

Districts at the current level.

B. Education Demonstration Program. The Commission has analyzed the education needs

of Appalachia in various ways. These approaches focused on teacher services, local

needs assessments at the LDD and State level, and a review of the national economic

factors relating to education. One of the many needs that surfaced through these

reviews was the fact that over 400 operating Appalachian school systems had less tha
n

1000 students in each. In most instances, school districts with less than 5,000

students find it impossible to provide the services and programs that are r
equired

to prepare students for meaningful careers.

The Commission determined several years ago that one way to overcome this

inequality of education would be for school districts of these smaller sizes to

combine their resources. This led to the development in the Region of the Regional

Education Service Agencies (RESA's) which offer participating school districts in

Appalachia a cost-effective method of providing services and programs which indi-

vidually those same districts would find too cumbersome and expensive to provide.

In addition to offering programs such as these, another important function of

the RESA is to provide the mechanism whereby its participating districts can tap

resources already existing in their areas, in particular the services of institutions

of higher education and the funds available under Federal and state education programs.

Presently, five states have passed permissive legislation (New York, Pennsylvania,

Kentucky, Tennessee, and West Virginia) giving RESA legal status and qualifying them

to receive state and local funding. Other RESA's usually operate through some other

government entity.

Some Examples of RESA Programs 

Several RESA programs give good example of attaining these objectives. The

Regional Education Service Agency at TARCOG (Top of Alabama Regional Council of

Governments) serves the needs of eleven school systems in five counties and 36 city

governments in Appalachian Alabama.

Over the past two years TARCOG has been able to plan and implement education

programs in special education, adult education, vocational guidance counseling,

early childhood education, and the use of educational television. These programs

total over a million dollars funded jointly through Federal, state, and local source
s.

The most recent example of TARCOG RESA's contribution is a state-wide program
of adult education through the state ETV system. The courses presented over the ETV
system will allow various adult participants to, upon successful completion of the

test, receive a high school equivalency diploma. The state believes that programs

such as this, pioneered by the RESA, can make a substantial contribution to retrain-

ing a large number of its adult population for better jobs.

Another example of a RESA providing spectacular results is in the Dilenowisco

area of southwestern Virginia. It includes Dickenson, Lee, Norton and Wise Counties.

The Dilenowisco area is what many people think of when they hear the word Appalachia--

spectacular beauty tainted with the classic problems of isolation, low-income and a

one-industry economy (coal mining), declining population and out-migration, particularly

the young. Dilenowisco, like TARCOG, has set up a series of programs to provide

better education services to the people in the four counties of southwestern Virginia.

These projects focus on providing services to children with impaired hearing, pre-

vocational oroaram designed to retain th,I, potential early dropout, help change 
the

pattern of early failure frequently resulting in early dropout, 
and finally programs

to support good guidance counseling for pre-vocational
 as well as academic students.
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Just four years old, programs such as these have touched the lives 
of many

southwest Virginians. Presently, Dilenowisco provides $3,000,000 worth of special

programs to the school districts and the people of southwest Virginia. The

Appalachian Commission's share of that program began with a $1,000 gra
nt in 1970

and will conclude this fiscal year with $60,000.

During Fiscal Year 1975, approximately $800,000 will be required 
for continuing

the support of 14 ongoing education demonstration programs. It should be pointed

out that at least four of the education demonstration programs 
will be reaching their

final year of funding under the ARC four-year phase-out funding sch
eme. An additional

$200,000 will be required to fund other education demonstrations ident
ified by the

states in their education plans. Therefore, a total budget for ARC RESAs and education

demonstrations will be $1 million.

Sec. 302: Research and Local Development District Program

OBJECT CLASSIFICATION (in thousands of dollars)

19 73
actuM

,974
estimate

1975
estimate

25.0 Other services  

AdrainistratiQn 
220 240 250

Technical Assistance 
300 1140

Contractual  Services 5,782 6,930 1+,250

25.2 Services of other agencies (_Co_rps_.af _Engin ers) 1

41.0 Grants, subsidies, and contributions  2,686 3,200 14,000

99.0 Total obligations  8,989 10,510 8,500



3888

SECTION 207: APPALACHIAN HOUSING FUND

(thousands of dollars)

1973 1974 1975 Increase/
Actual Enacted Estimate Decrease 

Appropriation $3,500* $1,500 $ $-1,500

Obligations 629 3,692 2,127 -1,565

*Includes $1.5 million supplemental appropriation for recovery programs
related to Tropical Storm Agnes.

Appropriation Request 

No additional funds are requested for 1975. However, the addition of $200
thousand of loan repayments and $1,927 thousand of prior year balances will provide
a program in FY 1975 aggregating $2,127 thousand. The 1975 program will provide
$1,000 thousand for approximately 22 planning loans, $685 thousand for approximately
seven site development grants, $500 thousand for technical assistance in six States,
$100 thousand for write-offs of loans, and $30 thousand for administrative costs
incurred by Department of Housing and Urban Development.

Description of Program 

Substandard housing is one of the major problems of Appalachia. More than one
out of every four families lives in homes that need replacement or repairs. In some
counties of Southern West Virginia and Eastern Kentucky, nine out of ten houses are
sub-standard. Despite these conditions, Appalachia has not received a proportional
share of increased housing for low- and moderate-income families that has been avail-
able nationwide.

The purpose of Section 207 is to stimulate the construction and rehabilitation
of Federally-insured housing for low- and moderate-income families. It accomplishes
this through three types of special assistance designed to stimulate the production
of low- and moderate-income family housing in Appalachia: (1) planning loans, (2)
technical assistance grants, and (3) site development grants.

1. Planning loans are made to housing sponsors for 80 percent of the cost of
planning and obtaining financing for housing projects. Eligible housing sponsors
include non-profit organizations, cooperatives, public bodies, and limited-dividend
corporations.

Loans are made to cover specific items that a sponsor must fund in order to
make applications and obtain a mortgage insurance commitment under either Sections
221, 235, or 236 of the National Housing Act. These items include consultant fees,
land options, market analyses, processing fees, preliminary architectural fees, pre-
liminary site engineering fees, and construction loan financing fees. The costs of
these items normally can be included in a mortgage. Accordingly, when a construction
loan or, in some cases, a permanent insured mortgage, is made for a project, the
planning loan made under the Appalachian program is repaid. When planning loans are
made to non-profit corporations, etc., provision is made for a waiver or write-off of the
planning loan if the applicant is unsuccessful in obtaining the project financing or
if it is determined that repayment of the planning loan cannot be made from mortgage
proceeds.

Through December 31, 1973, the Commission had approved 107 loan applications for
projects which, if all go to completion, would contain up to 12,053 housing units. At
present approximately 7,609 housing units are anticipated for construction. Approved
loans totaled $4.4 million, an amount covering the planning cost of $178 million in
eventual construction. Gross loans amounting to $1 million, which will provide for
approximately 22 planning loans, are estimated for 1975. This would finance planning
loans for approximately 2,500 housing units.
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2. Technical Assistance. Under this portion of the housing program the Commission
is authorized to make technical assistance grants for the encouragement of low- and
moderate-income housing to State and local organizations. The thrust of these services
in 1975 will be twofold; to support State housing efforts; and to assist qualified
housing sponsors to adjust to national program changes. In both instances, grants
would be provided to State agencies.

At present, nine of the Appalachian States have housing agencies created by
State legislation. These States are: Kentucky, Maryland, New York, North Carolina,
Pennsylvania, South Carolina, Tennessee, Virginia, and West Virginia. In addition,
Ohio has prepared legislation which is being considered by the State Legislature
for approval, and, the other three States have housing responsibilities assigned to
existing agencies through executive action. In all instances, the States are working
with local communities or private organizations to help solve housing problems.
Part of this effort involves providing encouragement to private builders and developers
through market information and in some cases, through State financing. Through
December 30, 1973, the Commission had approved technical assistance grants to 12
States for a total of $1.3 million. The remaining State, Kentucky, is currently in
the process of preparing an application for technical assistance.

With respect to the Commission's objective of helping local organizations
adjust to changed Federal policy regarding housing subsidies, efforts will be made
to adjust plans, where feasible, to qualify projects for Federally-insured, non-
subsidized mortgage programs. During FY 1975, the Commission plans to make available
$500 thousand for approximately six grants to the States. The grants would average
around $90 thousand each.

3. Site Development Grants were authorized by the 1971 Amendments to the
Appalachian Act. The new authorization was responsive to experience gained by the
Commission with the Section 207 planning loan program which revealed that many
communities were not able to produce housing assistance programs. There are two
principal reasons for this: (1) relatively low family incomes and the high cost
of land development caused by the rough Appalachian topography and (2) the lack of
direct accessibility of available building sites to sewer and water facilities. Thus,
on one hand, rents and sale prices must be within reach of the financial means of
low- and moderate-income families while on the other hand they must be high enough
to cover full development cost. Frequently, the latter requirement would prevent
the sponsor from meeting the low rent or sales cost necessary and the project could
not be built. The result is that many lower-income families cannot obtain adequate
housing. Ironically, the cost difference may be relatively small (between $500 -
$1,000 per unit) between a feasibile project and one that cannot carry full costs.

Accordingly, Section 207 was amended to permit the Secretary of Housing and
Urban Development to approve grants to public bodies or to non-profit housing
sponsors for the purpose of meeting development costs, including necessary off-site
costs, directly associated with the cost of a housing project, provided such costs
could not be included in a mortgage. Eligible costs would include, but not be
limited to, sewer and water line extensions, drainage facilities, and grading. Through
December 31, 1973, the Commission had approved seven site development grants for a
total of $588 thousand. Of these, HUD had obligated one grant contract for $88
thousand in the Tropical Storm Agnes area.

Seven additional site development grant projects applications are in preparation
from areas in New York damaged by Tropical Storm Agnes. Together these projects would
account for 732 housing units and represent approximately $14 million in new construc-
tion. The site development grant request for all seven projects is expected to total
over $1,400 thousand.

Additional site development grant requests are being developed in other States
in the Appalachian Region. At least three projects are expected from Pennsylvania,
two projects from New York (in addition to the seven mentioned above), two from Ohio,
and one each from Kentucky, Tennessee, and West Virginia respectively.

An amount of $685 thousand which will provide for approximately seven project
grants is estimated for 1975. This would finance site development grants for approx-
imately 500 units. The following tables summarize the financial and program operations
of the Housing Fund.
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APPALACHIAN HOUSING FUND

1.

Obligations:

Summary of Financial Operations

(thousands of dollars)

Cumulative FY 1973 FY 1974
thru 1973 Actual Enacted

FY 1975
Estimate

Gross Loans $ 4,130 $ 672 $ 700 $ 1,000
Less Partial Cancellations -555 -243 -150 -188

Net Loans 3,575 429 550 812

Loans Waived (grants) 35 12 100 100

Grants to State Agencies 901 61 600 500

Grants for Site Development:
Agnes 88 88 1,412 _

Other -- -- 1,000 685

Administration 104 38 30 30

TOTAL OBLIGATIONS $ 4,704 $ 629 $ 3,692 $ 2,127

Financing:

Loans Rcpaid $ 611 $ 130 $ 200 $ 200
Interest 12 1 0 0
Appropriations 8,000 3,500 1,500 --
Balance brought forward -- 917 3,919 1,927

TOTAL FINANCING $ 8,623 $ 4,548 $ 5,619 $ 2,127

Unobligated Balance
End of Year $ 3,919 $ 3,919 $ 1,927 $ 0

2. Summary of Program Operations1Y

December 31, 1973

Operation of Loan Program  Technical
Projects Gross Amount Number of Value Assistance

State Approved of Loans Dwelling Units Construction Grants

Alabama 7 $ 224,833 785 $ 11,800,000 $ 85,000

Georgia 10 403,866 898 12,773,346 147,726

Kentucky 3 99,945 175 2,064,290 0

Maryland 3 157,340 250 3,736,175 124,464

Mississippi 1 318,800 1,250 16,000,000 75,000

New York 3 210,672 275 4,612,300 100,726

North Carolina 10 633,056 1,750 23,928,200 100,000

Ohio 9 184,036 846 11,585,000 96,000

Pennsylvania 42 1,679,609 3,863 64,966,025 197,260

South Carolina 0 0 0 0 149,083

Tennessee 6 190,430 388 5,500,030 91,860

Virginia 0 0 0 0 100,000

West Virginia 13 366,740 1,573 21,949,400 100,000

Total 107 $4,469,327 12,053.?!' $178,914,766 $1,367,119

1/ One $88,460 site development grant contract was approved for New York.

2/ An estimated 7,609 units are anticipated to go to construction.
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Program Accomplishments 

The most recent program accomplishments have been in the area of technical
assistance. Although the technical assistance program was enacted into law after the
planning loan program was well underway, the technical assistance program is in full
stride and some of the results are becoming apparent. A few examples of these accom-
plishments which have been assisted by our technical assistance program follow:

In Tennessee, legislation was enacted in May 1973 to provide for the establishment
of the Tennessee Housing Development Agency (a State housing finance agency). The
Governor appointed the THDA Board of Directors who, at their first meeting in August
1973, adopted its Bylaws and appointed an Executive Director. Since that time, the
Agency has begun to hire staff, to provide a range of technical assistance functions,
and steps have been initiated that will lead to the issuance of tax exempt revenue
bonds for financing moderate-income housing projects within the State.

The West Virginia Housing Development Fund has issued $49.8 million, the Virginia
Housing Development Authority $53 million, and the Maryland Housing Fund has sold $7
million of bonds of this type. In addition to financing moderate-income housing,
these agencies are also conducting comprehensive housing technical assistance programs.

The Pennsylvania Department of Community Affairs conducts an excellent housing
technical assistance program that includes State loans and grants in addition to
advice and professional services. Also, Pennsylvania is conducting a one-year
comprehensive review and evaluation of its housing policies and programs to include

recommendations for legislative and administrative changes that would improve the
State's housing delivery systems.

Both Georgia and Alabama are providing technical assistance services to non-
profit sponsors of low- and moderate-income housing. In addition, both States
have developed legislation for housing finance agencies whichthey expect to be enacted
during their next State legislative sessions.

New York and Virginia are emphasizing the development and enforcement of housing
and building codes in addition to other technical assistance functions.

The Governor of South Carolina is requestingleaislation for a State guarantee
program for low- and moderate-income housing development with an initial appropriation
of $10 million. The proposed guarantee program would enable the South Carolina State
Housing Authority to stimulate construction of approximately 2,000 low- and moderate-
income homes.

The Commission has recently updated data from a previous comprehensive on-site
evaluation of its Section 207 seed money loans and the resulting housing projects
where sites were visited and sponsors were interviewed in the eleven States where
approved Section 207 loans were made.

In summation, the current status of the program at the close of 1973 is as
follows:

Thirty-six projects, representing 3,442 housing units, received mortgage
insurance and are constructed and occupied.

Nine projects, representing 1,196 housing units, have receive mortgage
insurance and are under construction.

Twenty-five projects, representing approximately 2,970 housing units,
are in various stages of processing by HUD insuring offices.

Thus, 70 projects (represented by 67 approved Section 207 loans), are
currently active in the program. These projects represent approximately
7,600 total housing units. The remaining projects (40 loans) are currently
inactive or discontinued. It is possible, however, that some of these
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inactive projects with a potential of 3,350 housing units may be reacti-
vated depending on decisions concerning the scope and nature of the
national housing program.

The on-site evaluation conducted in late 1972 revealed that for the most part
the completed projects are providing good shelter for their occupants. Some examples
of these projects are as follows:

Two completed projects in Altoona, Pennsylvania (159 units) together comprise
one of the best projects observed, combining good construction, management,
and maintenance. The sponsor (Improved Dwellings for Altoona) has seen that social,
recreational, and employment programs are provided for the tenants and the project
has the active support of several local churches. Geneva House (108 units), located
in Scranton, Pennsylvania is also an outstanding project. The project, which provides
housing for the elderly, has excellent support from its sponsor (a church organization)
and from influential individuals in the community. As a result, it was well constructed,
equipped, and managed.

A non-profit Mississippi organization, Community Development, Inc. (COI), is the
sponsor of 1,250 units to be located in 10 counties in the northeastern part of
Mississippi. Of these units, 600 are constructed and occupied and 333 units are
currently under construction. Initially each unit is leased to the Tennessee Valley
Regional Housing Authority (TVRHA). After the tenant has acquired sufficient funds
for the down payment, and is otherwise qualified, he can purchase his house under
the Section 235 program. Another house must be built and leased under the public
housing program for each sale in order for TVRHA to retain its commitment of public
housing units to HUD. This CDI-TVRHA program is the most innovative in the Region
in terms of using the Federal housing programs creatively. Also, it is the largest
program in the Region in terms of number of units.

One 29-unit rehabilitation project is completed and occupied in Binghamton, New
York. This project serves as a good example of scatter-site housing because each
unit consists of a rehabilitated, detached house surrounded by other similar houses
that were acquired on the conventional market and are owned by their occupants. These
29 units consist of separate properties scattered throughout the City of Binghamton.

One 103 unit project, located in Uhrichsville (Tuscarawas County), Ohio, is one
of the best in the region in terms of on-site amenities (e.g. community center) and
equipment (e.g. air conditioning). Another Ohio project, in Byesville (Guernsey
County) containing 72 units, is also superior in terms of equipment. These two non-
profit sponsored projects are providing a significant addition to the housing of
these two rural towns.

A 50 unit project, known as Antietam Homes, is located in Funkstown, Maryland.
This owner occupied, townhouse complex is sponsored by the nonprofit Homeowners
Foundation of Washington County, Inc., which provides counseling and other services,
as well as financial support to the project when needed. The residents of the
project have formed the Antietam Homeowners Association to represent their interests
collectively. One example of how the Association is working to improve living
conditions for its members occurred recently when the Homeowners Foundation donated
1.7 acres of land to them. The Association members raised money and contributed their
own services to convert the 1.7 acres into an attractive neighborhood park, which is
very popular especially among the projects 90 children.
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Sec. 207: Appalachian Housing Fund, Executive

Department of Housing & Urban Development

OBJECT CLASSIFICATION (in thousands of dollars)

I 9 73
actual

1 9

cum tate

1') 75

Personnel compensation:

11.3 Positions other than permanent 35 27 27

Total personnel compensation  35 27 27

Personnel benefits:

12.1 Civilian 3 2 2

21.0 Travel and transportation of persons 1 1

33.0 Investments and loans  365 450 750

41.0 Grants, subsidies, and contributions 269 1,720 1,420

Total costs, funded 672 2,200 2,200

94.0 Change in selected resources -43 1,492 -73

99.0 Total obligations 629 3,692 2,127

PERSONNEL SUMMARY

Department of Housing and Urban Development

Full-time equivalent of other positions 1 1 1

Average paid employment  1 1 1
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SALARIES AND EXPENSES

(thousands of dollars)

1973 1974 1975 Increase/
Actual Enacted Estimate Decrease 

Appropriation $1,217 $1,492 $1,740 $ +248

Obligation $1,215 $1,492 $1,740 $ +248

The Salaries and Expenses appropriation provides for the full cost of the Federal

Cochairman and his immediate staff and contribution by the Federal Government of 50

percent of the administrative expenses of the Appalachian Regional Commission. The

budget request for 1975 is for $1,740,000, an increase of $248,000 over the 1974

estimate as follows:

1974 1975 Estimate Increase/Decrease

1. Federal Cochairman and staff $ 277 $ 290 $ + 13

2. Commission Administrative Expenses
(Federal 50% contribution) 1,215 1,450 +235

$ +248

1. Federal Cochairman and Staff

The request of $290,000 for the Federal Cochairman and staff provides for the

total Federal staff of ten persons with their related travel, personnel benefits,

and other costs. The Federal Cochairman's staff is paid entirely by the Federal

Government and assists the Federal Cochairman in carrying out his responsibilities

including handling relationships with other Federal agencies and with the Congress,

and the financial management of the Appalachian Regional Development Program as

delegated by the President. The amount requested is an increase of $13,000 over

that appropriated for FY 1974, required primarily for within grade advancements and
1973 pay increases. These increases have been absorbed in FY 1974.

2. Appalachian Regional Commission Administrative Expenses 

While the expenses of the Federal Cochairman's immediate staff are paid solely

by the Federal Government, the thirteen States of the Appalachian Region have res-

ponsibility beginning in FY 1968 for providing one-half the administrative expenses

budget of the Appalachian Regional Commission.

The State shares are provided through contributions from each of the thirteen

Appalachian States. In 1971, a review of the Commission's budget indicated that a

number of the Commission positions providing technical assistance to the States or
engaged in additional functions added by the Congress were funded entirely from Fed-

eral funds provided by the Section 302 and Section 202 programs. The States committed

themselves to an increase in funding shares which would provide joint Federal-State

support for a larger proportion of the total Commission staff. In 1973, the States

provided an additional $216 thousand. In 1975, all Commission costs except for pro-

cessing Section 202 projects and administering the Section 302 program will be borne

equally by the States. The table below reflects the changes in 1975 indicating that

an increased contribution from Salaries and Expenses of $235 thousand is more than

offset by a decrease of $140 thousand from the Section 302 Commission Technical

Assistance program, and a $155 thousand reduction in the Section 202 costs.

1. Federal contribution from:

(thousands of dollars)

1974 1975 Increase/
Enacted Request Decrease

(a) Salaries & Expenses $1,215 $1,450 $ +235

(b) Section 302 - Technical Assistance 140 0 -140

(c) Section 202 - Health (partial) 155 0 -155

Total Federal $1,510 $1,450 $ - 60

2. State contribution: 1 215 1 450 +235

Total $2,725 $2,900 $ +175
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The Federal funds requested, when matched by State contributions, will provide
a budget for 1975 totalling $2,900 thousand, an increase of $175 thousand over the
1974 budget as adjusted above. The increase consists of $77 thousand in personnel
compensation and benefits for within grade and other salary increases, $46 thousand
for cost increases in other objects and $52 thousand non-recurring use of prior year
balances in the trust fund.

During 1974 the Commission's permanent positions have been reduced by 5 positions
to 110 in order to absorb recent pay increases. The 1975 budget proposes financing
the same level of 110 permanent positions as in 1974.

1974
Estimate

(thousands of dollars)

1974 1975
Adjusted Estimate Increase

Personnel compensation $1,570 $1,821 $1,890 $ + 69
Personnel benefits 120 139 147 + 8
Travel 105 130 135 + 5
Rent & Communications 312 312 330 + 18
Printing 107 107 120 + 13
Other Services 125 125 135 + 10
Consultant Services 100 100 100 --
Supplies 25 25 25
Equipment 18 18 18

Totals $2,482 $2,777 $2,900 $ +123
Less prior year balance -52 -52 + 52
Appropriation $2,430 -7-72T $2,900 +175

Commission Staff

The Commission staff is a non-Federal staff of 110 positions (down five from
1973) with grades and level of compensation generally paralleling the Federal Civil
Service system. The staff is headed by an Executive Director appointed by the
Federal Cochairman and the thirteen State members.

The Commission staff has responsibility for assisting the Commission and the
States in carrying out Appalachian Regional Development programs. In performing
these functions, the Commission is organized along six major functional areas
with number of positions in 1975 as follows:

Organizational Unit Total

Source of Fundin_g_
Jointly
Funded Section 302 Section 202

1. Executive Direction 22 22
Executive Director
General Counsel 5
Information & Publication 5

2. Finance & Administration 21 18 3
Finance & Administration -7
Management Data 5

3. Program Implementation 22 19 1 2

4. Program Development 14 11 3

5. Human Resources 15 5 1 9

6. State and LDD Liaison 16 13 3_

Totals for 1975 110 88 11 11
Comparable 1974 Funding 110 78 16 16

Change from 1974 0 +10 -5 -5

Functions of Commission Staff 

The Commission staff is supervised by an Executive Director. The General
Counsel is the chief legal advisor of the Commission and counsels the Federal



3896

Cochairman and the States as well. In addition to providing the legal review of
projects and proposals submitted to the Commission, the office also serves as a
principal advisor to the Federal Cochairman and the Commission on legislative
matters. The information and publication functions involving relations with the
mass media; publication of the Journal, research reports, and articles for technical
publication; the dissemination of technical information; and personnel policy and
operations are also directly responsible to the Executive Director.

Finance and Administration 

The Finance and Administration Office provides procurement operations, and all
supply, clerical, and support services. In addition, this staff provides financial
and accounting activities for administrative operations, maintenance of States'
allocations records, and financial review of local development district reports. This
Office also provides for the development of management and operating data relating
to the Commission's programs.

Program Implementation 

The Program Implementation Division handles all of the Commission's continuing
responsibilities for implementing the operating programs at the Federal, State,
and local levels. This includes the analysis and processing of all prcjects
submitted by the States for funding and the review of all State Plans. Generalists
are responsible for the review of all project proposals submitted for a particular
State for all Sections of the Act. Where necessary, advice and information is
obtained from specialists in the various program development areas. Program
specialists in the health, education, transportation, and other areas work with the
analysts as a team to insure the necessary program review of projects. This system
provides a review to assure that health, education, access roads, water and sewer
and other projects are coordinated towards the full development of the local areas.

Program Development 

This Division includes the activities of the specialists in transportation,
housing, community development, environmental resources, and inter-governmental
administration. This includes responsibility for planning and developing all
transportation, housing, and community facilities programs and working with agencies
at all levels of government in the Region to improve the organization and financing
of State and local government and such inter-governmental matters as implementation
of A-95 clearance procedures, coordination with the Federal Regional Councils in
Appalachia, etc. Responsibilities in the environment and resources area include the
field of environmental aspects of pollution problems in Appalachia with particular
emphasis upon occupational hazards associated with coal mining, the special health
problems posed by water pollution in Central Appalachia, and health conditions caused
by severe air pollution in some areas in northern Appalachia. It serves the Commission
in water resource planning as well.

The Office also handles all of the basic responsibilities of the Commission with
respect to the regional planning, research, and analysis required under the statute,
evaluation of individual programs and of the overall program.

Human Resou-ces 

Under this office is included the responsibilities of the Commission in the
fields of health, education, and child development. The health group is respon-
sible for designing and administering programs for assisting the Region in meeting
its needs for health facilities and services. It has responsibility for developing
recommendations concerning the funding of health services projects and assisting
the Commission in finding ways to improve the delivery of services in the Region.
The Child Development group performs a similar function with respect to the
Commission's Child Development programs. The Education group is responsible for
assisting the States and the localities in planning approaches for the provision
of school services on a multi-jurisdictional basis, for the development of early
childhood education programs, career education, the augmentation of teacher supply
and quality in the Region, and the development of occupational information
guidelines and training programs in the Region.

State and LDD Liaison 

The Commission has recently established an office of State and LDD liaison to
ensure State and LDD officials "one-stop" service concerning the Appalachian program
in their State. The liaison officers may also be called upon for assistance else-
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where in the Commission in program areas where they have special competence. The
office also coordinates the program of financial assistance to Local Development
Districts.

Relationship of Administrative to Program Costs 

The Appalachian Regional Development Program is unique in that under our program
appropriation are corducted a number of diverse programs involving several Federal
agencies and Bureaus. In conducting these programs the agencies perform varying
administrative functions for which they are reimbursed from the program appropriation.

The costs range from minimal amounts in the Section 214 program where for the
most part the various agencies perform no new function and process and disburse the
214 grant as an adjunct to their basic grant, to the significant costs in programs
such as the mine area restoration program where Commission financed projects
constitute the bulk of work done. The following table shows the program and Federal
administrative costs (including Commission technical assistance staff) for the entire
program. Total Federal administrative and other staff costs of $4,893 thousand is
1.67 percent of the program costs. The 13 State members will also contribute
$1,450 thousand toward the Commission's expenses in 1975. Even with these costs the
percentage of administrative cost to program funds remains at only slightly over
2 percent.

Activity Program Costs

(thousands of dollars)

Fed. Admin. Costs Total Oblig.

201 - Highways $159,052 $ 948 $160,000

Area Development Programs:
202 - Health - 1,252
205 - Mine Area Restoration - 520
211 - Vocational Education 53
214 - Supplemental Grants - 100

Sub-Total, Area Development $123,075 $1,925 $125,000

302 - LDD, Research and
Demonstration 8,250 250 8,500

207 - Housing Fund 2,097 30 2,127

Sub-Total $292,474 $3,153 $295,627

Salaries & Expenses 1 740 1,740

TOTAL FEDERAL COSTS $292,474 $4,893 $297,367

Office of States' Regional Representative 

The 13 State members maintain this Office to represent them in the day-to-day
operations of the Commission. The salaries and all other expenses of the staff of
five people are paid entirely by the States, thus no funds are requested in the
Federal budget.
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APPALACHIAN REGIONAL COMMISSION
Fiscal Year 1975

OFFICE OF
FEDERAL COCHAIRMAN

$38,000
1 GR 18 36,000
1 OR 16 36,000
3 GR 15 93.267
1 GR 10 15,609
2 LM 8 23,898
1 GR 7 10,965
Funded entirely
from Federal funds

OFFICE OF
GENERAL COUNSEL

1 OR 17
1 GR 15
1 CR 13
1 GR 8
1 GR 7

$36,000
32,97N1
22,744
13,237
10,965

OFFICE 0;
STATES' REGIONAL
REPRESENTATIVE

$38,000
1 GR 16 36,000
1 GR 15 28,263
1 OR 10 14,717
1 GR 7 9,969
Funded entirely
from States' funds 

EXECUITV, DIRECTOR

1 GR 18 $36,000
1 OR 17 36,000
1 GR 15 28,265
1 OR 14 25,055
1 OR 11 16,138
3 OR 9 39,343
2 GR 8 25,370
2 GR 4 14,876

PUliLICA 7 ONS 1110
INFOF.!-IATION

2 OR 13 $44,110
1 GE 9 12,573
1 Cl 8 13,973
1 OR 7 11;629

FIRL:CE AND
ADMIKESTRATION

PROGRAM
LAPI=NTATION

PROGRAM
DEVELOPVENT

STATE AND LCD
LIAISON

HUMAN RESOURCES

1 OR 16 $33,999 2 OR 16 $69,899 1 OR 16 $36,031 1 OR 16 $32,898
1 OR 16
1 GR 15

$32,306
23,2632 OR 14

2 CR 13
54,959
44,110

1 GR 15
2 OR 14

32,031
50,918

8 OR 15
1 OR 14

255,306
23,287

3 OR 15
2 GR 14

97,035
54,959

1 GR 14
4 GR 13

26,671
87,5312 GR 12

4 GE 10
2 GR 9
1011 8

36,743
60,206
24,334
12,531

5 OR 13
2 OR 12
2 GR 11
1 OR 10

105,452
37,909
30,320
15,163

1 GR 11
1 GR 9
2 GR 8

16,131.
15,009
25,73t

4 OR 13
2 OR 11
1 Cl 8
1 G'R 7

88,909
30,320
11,397
10,302

2 GR 12
2 OR 11
1 GR 9
2011 7

40,824
29,831
14,1.97
21,26614CR 7 43,196 1 GR 9 12,573 2 GE 6 17,9:54 1 GR 5 8,0553 GR 5 24,701 2 GR 7

2 GR 6
21,266
18,552

2 OR 5 16,646
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BUDGET REQUEST

Mr. WHITEHEAD. Our budget request for fiscal 1975 totals $295,240,-
000. Of that, salaries and expenses represents $1,740,000. The $293.5
million requested to carry out the Appalachian programs represents
an increase of $23.5 million. It includes $160 million for the highway
program and $133.5 million for all other-than-highway programs.
I would like to report to the committee on several advances in

programs that the Commission has achieved since we appeared before
this committee a year ago.

First of all, we have designated new corridors, Mr. Chairman, so
that now we have all 13 States participating in the highway corridor
system. We designated corridors in Mississippi, Alabama, and South
Carolina, and for the first time we will have the entire region covered
by a regionwide development corridor system.
In addition, the Commission has recently revised its State priorities

of highway construction. We have always had a priority system. In
the early stages of the program our priority was to work on the worst
sections of the roads first. We felt recently that we were at a stage
where we could have a more sophisticated priority system, which we
have just negotiated on a State-by-State basis and with the State
highway departments participating.

Basically, this system places a high priority on State border cross-
ings, because many people measure the regional character of the
Commission in terms of its interstate projects. But we have also given
a high priority to linking up previously disconnected portions of the
road to achieve continuity and to intrastate needs.
A third achievement that the Commission has gained in its highway

program since a year ago is that we have been able to work out the
problems associated with increasing the Federal funding for four-lane
construction from a 50-50 basis—that is a 50 percent Federal, 50
percent State—to a 70-30 basis, which our statute has allowed since
creation of the Commission in 1965.
Senator STENNIS. Now you have that up to what? What did you say?
Mr. WHITEHEAD. Up to 70-30. The law has always permitted us to

go that far, but it has not been until recently that we have felt it
advisable to do so. When the regular Federal aid for noninterstate
highway construction went to 70 percent, we did not want the Ap-
palachian System to lag, and so we made this change. We have asked
the States and they have given a commitment to maintain a propor-
tionate level of highway construction within the Appalachian portion
of each State, an agreement that we did not have before.

Lastly, we have effected an allocation of the balance of the highway
funds authorized to the Commission through 1978, which ought to
permit our States to better plan and schedule their highway work in
advance.

AREA DEVELOPMENT PROGRAM

And the other program change and achievement which I would like
to bring to the attention of the committee, Mr. Chairman, is what we
have entitled an Area Development Program.

29-353 0 - 74 - pt. 5 - 20
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Senator STENNIS. What page is that on?
MT. WHITEHEAD. This is on page 4.
Senator STENNIS. All right.
Mr. WHITEHEAD. This represents a consolidation of four separate

programs. We are requesting $125 million for this consolidated pro-
gram in fiscal 1975, which is an increase of $19 million over the amounts
appropriated in 1974, for the four separate programs proposed to be
included under the single heading of area development program.
By this device, Mr. Chairman, we hope to make a single allocation

available to each of our States. This allocation will earmark an amount
specifically for each of the three regions into which Appalachia
naturally falls—north, central, south. Within these allocations each
State is expected to plan for and propose those projects deemed
essential to regional and State development.
The main difference from our current procedure is that the State

will not be bound to a predetermined allocation by individual program.
One State, for instance, may feel that it wants to emphasize voca-
tional education projects and put a greater percentage of the funds
available to it in such a program, whereas another State may feel
that next year the best interests of its Appalachian citizens require
an emphasis on supplemental grants.
Senator STENNIS. Pardon me just a minute. I got behind on all of

this.
I know the Governor of each State is in this, but who makes this

decision here?
You say, well, one State may feel that its primary need is vocational

education.
Who makes that?
Mr. WHITEHEAD. This is, under our system, a decision that may be

made, by the Governor of that State. The Commission consists, as
a matter of fact, of a partnership sanctiened by Congress.
Senator STENNIS. Yes, yes, we call you the Federal cochairman

and then they have a Governor as a co-cochairman.
MT. WHITEHEAD. Yes. Currently John West of South Carolina is

serving as State cochairman.
Senator STENNIS. Yes, I remember that part of it now.
And this education matter, that would be a State decision?
Mr. WHITEHEAD. Yes, sir.
Senator STENNIS. And you gentlemen would adopt whatever plan

lay within your province.
Mr. WHITEHEAD. We have to review not only the development

plan, but we have to review the individual projects submitted against
that plan to make sure that they meet Federal criteria determined
in our legislation and in other pertinent legislation by the Congress.
But the advance that this development represents is that instead

of a decision being made collectively at the Commission table as to
what percentage of our funds will go into reclaiming mined-out
lands or vocational education or supplemental grants or health or
child development, that decision may more nearly reflect the State's
sense of its own priority of need.

Senator STENNIS. I did not have a chance to look over your state-
ment, frankly, and I see here on page 5 you have some illustrations.
Mr. WHITEHEAD. Yes, sir.
Senator STENNIS. Now this vocational education in fiscal year 1974,

was $25 million and in 1975 is $28 million.
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AREA DEVELOPMENT BUDGET NEEDS

Mr. WHITEHEAD. Yes, sir. For instance, we estimate that in 1975
$45 million will be utilized for health demonstrations comparing with
the $43 million which was appropriated for the same purpose in fiscal
1974. We estimate on the same basis $5.5 million for mine area restora-
tion, $28 million for vocational education, and $46.5 million for sup-
plemental grants. Those four programs total $125 million, as compared
to the $106 million appropriated for the same purposes in fiscal 1974.
Senator STENNIS. Well, you do not limit a State though to just one

of these categories?
Mr. WHITEHEAD. No, sir. No, as a matter of fact, that mix, or the

proportion of one program to another which this new system would
permit would be up to a Governor to determine in accordance with a
necessary review of the over-all plan. The Federal partnership in the
Commission is maintained because of the continuing requirement that
all project actions require Commission approval, including consent
of the Federal cochairman.

IMPORTANCE OF NEW CONCEPT

We place a considerable value upon this modification of our pro-
gram, Mr. Chairman. And I would like to attempt a statement defin-
ing why we think that is important.

Senator STENNIS. All right.
Mr. WHITEHEAD. First, we think it is important to achieve the

maximum flexibility permitted by the Appalachian Regional Develop-
ment Act. And I might parenthetically add that we have confirmed our
feeling about the interpretation of the act with the Public Works
Committee, and we have corresponded with Senator Jennings Ran-
dolph, Chairman of the Senate Public Works Committee. The Senator
has responded indicating that this has the approval of the committee.
For instance, quoting from the letter, Senator Randolph states:

I believe this new approach is completely consistent with the committee's intent
in the 1971 amendments, and we commend you and the Commission for the initia-
tion of this concept.

That letter is dated March 6, 1974. We have similar letters from
the majority and minority members of the House Public Works
Subcommittee.
I have got several more reasons why we think this is an important,

program advance.
Senator STENNIS. All right, good.
Mr. WHITEHEAD. Second, we think that through this area develop-

ment program approach it will enable us to look at the problems of the
region in a little different way. Breaking the region down for planning
purposes into north, south and central, we think ought to enhance our
thinking, and give our planning a sharper focus and a little bit more
purposeful direction.

Third, we think it important to evidence the regional character of
the Appalachian Commission in its program. The coordination required
under this new arrangement, the mutually supportive strategies that,
will be necessary, should in our opinion rebut one of the basic conten-
tions of Commission critics.
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Four, we think this is an advance in that it will permit us to allocate
Commission funds on a more equitable basis, that is a basis more
reflective of the true needs of the region as we break it down, north,
south, and central parts of the region. I think we can put increased
emphasis where the heart of the problem is, namely in central
Appalachia.

Fifth, we think it is an advance to demonstrate the ARC institu-
tional concept as a potential compromise between alternative program
options lying somewhere between pure revenue sharing on the one
hand and the traditional categorical grant-in-aid process on the other.
We are attempting to demonstrate, Mr. Chairman, that the Com-
mission concept might be a compromise on this kind of an issue
acceptable both to the administration and to the Congress.
And last, we wish to demonstrate the uniqueness of the Appalachian

Regional Commission as a joint Federal-State institution for more
effective and more responsive action on governmental problem solving.
Our subregional plans, crude though they may be, could not even be
addressed by any other agency so far as I am aware.
So that is why we consider this an important advance and modifica-

tion in our program, growing out of the number of years experience that
we and our States have had working with us since 1965.
I would like to show some slides that might illustrate some further

points.
AUTHORIZATION FOR PROGRAMS

Senator STENNIS. All right. Let me ask you a question right there.
Now, this table here that you show on page 5 or wherever it is, if
the Congress saw fit they could shift it around or back out one of them
or change the amount of money from one to the other?
Mr. WHITEHEAD. Yes, you could. But the evolution has been just

the other way. When the Commission was first created by the Con-
gress, we had in the statute a program by program authorization
limiting the amount of money that could be appropriated for each one
of those sections in the act. But in 1971 when the Congress extended
the Commission for 4 years, the Congress amended that portion of the
act and in effect created only two authorizations for the Commission,
one for its highway programs and one for all other programs. And it
is taking advantage of that authority upon which this area develop-
ment program is based.
Senator STENNIS. Well, that illustrates—Mississippi did not get in

on the start of this program.
Mr. WHITEHEAD. That is true.
Senator STENNIS. Then, when we did come in, you had already

allocated a lot of your money; that is for highways. At least you had a
plan.
Mr. WHITEHEAD. That is true.
Senator STENNIS. But now you have extended the plan geographical-

ly so as to include all?
Mr. WHITEHEAD. Yes, Mississippi is now participating.
Senator STENNIS. Well, to what extent?
Do you have those figures available?
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Mr. WHITEHEAD. Yes, there have been several agreements worked
out.
Senator STENNIS. Well, they can look there for it while you give

your slides.
Mr. WHITEHEAD. Okay; why do I not get into this first.
We have three bits of good news to bring to the attention of the

committee, Mr. Chairman.

INCLUSION OF MISSISSIPPI AND NEW YORK

Senator STENNIS. Pardon me just a minute. Now, you look at those
other States, too, those other States that were left out.
Mr. WHITEHEAD. Yes, I can report on all three—Mississippi,

Alabama and South Carolina as well.
Senator STENNIS. New York was put in as a member, were they not?
Mr. WHITEHEAD. Yes, but they were put in very heavily. There has

been no problem with New York and there have been no complaints.
I am sure the biggest problem has been accommodating the highway
needs of Mississippi, Alabama and South Carolina. But I now think
that we have worked out an adjustment which is acceptable to the
States involved, at least through next year, Mr. Chairman. Now, our
act expires in June of 1975 and beyond that, of course, it may be a
new ball game.

Senator STENNIS. I do not see how New York got so far ahead of
these other States that came in late, because I think that all of the
latecomers came in at the same time, did they not?
Mr. LEWIS. Opportunity for New York to join was put into the

statute in 1965, Mr. Chairman, and in 1967 was specifically written
in in terms of an additional amount of mileage authorization and of
dollar authorization.
Senator STENNIS. On the corridor highway?
Mr. LEWIS. On the corridor highway.
Mr. WHITEHEAD. I think that is the key point, Mr. Chairman. When

New York came in, the Congress increased the authorization of high-
way corridor that the Commission could construct in order specifically
to accommodate New York.
Senator STENNIS. Well, what other States came in when New York

did?
Mr. LEWIS. Only Mississippi and New York, just the two States

were added.
Senator STENNIS. Well, why did Mississippi's share in the program

peter out?
Mr. LEWIS. New York's admission was provided for in the 1965

Act which allowed the Commission to study the counties to be ad-
mitted. In about the fall of 1965 they were brought in pursuant to
that study, the statute was amended by the Congress in 1967 to bring
specific Mississippi counties in.

Senator STENNIS. Well, let us research that out, please, and give me
something for the record. I was not on that bill back in those days—
but I am not going to sit here and let any State be discriminated
against if I can avoid it, by the Congress or by anyone else.
I am not just pointing a finger at you folks, but let us get the facts

first. And then we will
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Mr. WHITEHEAD. I think the current membership of the Commis-
sion has been very supportive, aggressively supportive of Mississippi
and Alabama.
Senator STENNIS. Well, I appreciate that.
Mr. WHITEHEAD. Well, the problem will probably not be solved,

Mr. Chairman, until the next evolution of the Appalachian Act if it
should be extended beyond June of 1975.

Senator STENNIS. Well, I want to be around when it happens if I
am here, and I want to be prepared.
Mr. WHITEHEAD. Well, we are sure you will, and we are delighted

that you will.
Senator STENNIS. Well, but you still have to get your facts in. I do

not expect you to come to me unless you have the facts.
Mr. WHITEHEAD. Well, first of all, Mr. Chairman, some figures you

have asked for—the allocation for Alabama for highway corridors
through 1978 is $16,672,000; for Mississippi, $11,156,000; for South
Carolina, $3,872,000. So those are the dollar amounts that have now
been allocated by the Commission to those three States.
Senator STENNIS. Now, that is helpful. I want to get the history

back to the beginning when New York, Alabama, and Mississippi
came in, how much money was available, and how much New York
got, and how much we did not get, because I know for years I was told
that Mississippi was not eligible for this money. I do not say you did,
but that is the word that I got.
Mr. WHITEHEAD. That is correct, but I can say that we have

worked very hard to find a way. As a matter of fact, I think the way
that we found demonstrates the partnership aspect of the Commis-
sion's operation. Ten of our States gave up a proportion of the money
allocated to them in order to bring in Mississippi, Alabama, and South
Carolina.
Senator STENNIS. Well, I am glad you told me that. I did not know

that.
Mr. WHITEHEAD. It was a remarkable demonstration of good will

and cooperation, because 10 of our States were in the program,
decided to share the allocation with all 13 States.
Senator STENNIS. When did that happen?
Mr. WHITEHEAD. Just this past year, Mr. Chairman. It is one of the

advancements I cited to you.
Senator STENNIS. Thank you very much. That is a fact, and put

that into the file that you are going to let us have to put into the
record.
Thank you again. I was not on duty last year until late on in

October. But I thank you.
Mr. WHITEHEAD. We will be ready to give you that history.
Senator STENNIS. All right, you have your chart.
[The information follows:]
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I

Background on inclusion of New York and Mississippi within the Appalachian Region
program and their relationship to the Highway program.

1. Inclusion in the Region:

A. New York -- The Appalachian Act as passed March 9, 1965 listed specific
counties in the eleven states that were to be included in the Region. This did not
include any counties in New York or Mississippi. However, the Act directed the
Commission to study and consider, in consultation with the Governor of New York, the
inclusion of counties in New York contiguous to the Appalachian Region. If the
Commission found that such counties shared the social and economic characteristics
of the Region and their inclusion would further the purpose of the Act the Commission
would invite and New York could accept the inclusion of such counties in the Region.
An invitation for the inclusion of 13 counties was issued by the Commission and was
accepted by the Governor of New York on August 18, 1965.

B. Mississippi -- In 1966, at the request of the Governor of Mississippi the
Commission staff undertook a study to determine whether any portion of Mississippi
was integrally related to the Appalachian region. Early in 1967 the Commission
recommended to the Congress the inclusion of 26 Mississippi and 2 contiguous Alabama
counties. In October, 1967 the Congress enacted the 1967 Amendments which brought
20 Mississippi counties into the Region as well as a 14th New York county and
the two Alabama counties.

2. Inclusion in Highway Program:

A. New York -- When the Commission invited New York to join in August 1965 it
called for New York's full participation in all programs except for the Highway
program. It based future participation in the Highway program upon a detailed
study of New York's regional highway needs. That study was done, corridors were
selected, and the other States, in March 1966, advanced from their allocations
$25 million to New York to initiate work on its corridors. In the same amendments
to the Act made in 1967 the Congress increased the authorized corridor miles from
2,350 to 2,700, increased access road mileage from 1,000 to 1,600 miles and increased
funding authorizations by $175 million. Subsequently, the Commission revised its
allocations to provide a total of $108.8 million for New York corridors, and $26.6
million for the connecting Pennsylvania corridor. The balance of the $175 million
was allocated largely to access roads.

At that time the corridor system included ten States. Since Alabama,
Mississippi and South Carolina were not included in the corridor program, they were
given special treatment in allocations for the access road program receiving nearly
half of the access road funds allocated through that time. Additional highway
funds were authorized by the Congress in 1969 for $150 million and in 1971 for
$925 million, but the authorized highway mileage was not changed.

B. Mississippi -- In the fall of 1970 a study was initiated of highway corridor
-needs in Alabama, Mississippi and South Carolina. In July 1972 the Congress pro-
vided an increased amount of $25 million for the highway program in 1973. In the
Conference Report of the Appropriations Committees (House Report Number 92-1310) it
was requested that the Commission render all possible assistance to enable those
jurisdictions not in the development corridor program to participate. In March
1973 the Commission approved two additional corridors in those States, and authorized
116 miles of those corridors as eligible for construction. Initial work on these
corridors was to be financed in two ways. First, the three States agreed to use
$11.7 million of their allocated but unused local access roads funds to initiate
work. Secondly, the other ten States agreed to set aside $5 million for each of
the years 1975-1978 for the three States corridor program. At the present time,
from all funds available to the highway program through 1978 the Commission has
allocated the following miles and dollars for the Corridor program of the three
States as follows:

State Miles Amount of Allocation 

Alabama 73.6 $16,672
Mississippi 31.7 11,156
South Carolina 13.1 3,872 

Total 118.4 $31,700

(
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PROGRESS IN REGION

Mr. WHITEHEAD. I was starting to say we have some good news
to report to the committee this year. The first is the reversal of out
migration which has plagued the region since the very beginning.
Secondly, of course, is the resurgence of coal, and thirdly is the refine-
ment in the Commission program which I have mentioned.
This chart shows net population migration projected through the

year 1980. It demonstrates that for the region as a whole, between
1950 and 1960, the region experienced a 12.5 percent rate of out
migration. The region has been a fountain of out-migration for much
of its history.
This is, however, the first turnaround that could be reported in

half a century. In 1960 out-migration dropped considerably. It was
cut about half, but still a more than 6 percent out-migration rate for
the region. It was only, Mr. Chairman, since 1970 that we see a small,
but we think significant, reversal in that trend.
Now we find, if these projections continue through 1980, the chart

will be above the line, because we are now experiencing for the first
time in-migration. Some better than 4 percent in-migration rate is
projected.
The second bit of good news is, of course, what has happened in

the energy situation. As coal becomes more competitive with oil and
gas, this gives to the region great problems and also great opportuni-
ties which we hope to capitalize on. The problems are just those that
you were discussing with the TVA witnesses, that is, it raises the issues
of environmental protection, occupational health and safety standards,
and appropriate taxation, and so on.
But you can see that underlying Appalachia there is a great part

of the bituminous coal reserves of the United States. It represents a
great opportunity, and we would like to help answer the question.
Now, this coal resource may be utilized for the benefits of the citizens
of Appalachia. Obviously, it is going to provide not only better employ-
ment, but better employment, higher skill levels. Working in the mines
is not what it once was.
By changing the planning and budgeting process of the Commission

we hope to keep pace and take advantage of the changes I have just
mentioned. We hope to, by considering the region for planning and
budgeting purposes into its various subcomponents—north, central,
and south—we hope to sharpen the focus of our thinking, make our
action more purposeful, and enable us to answer the statutory man-
date that we make our investments in those parts of the region having
the greatest potential for future growth and where the return on the
Federal investment will be the greatest.
We have worked hard trying to develop capability of the area's

residents through the vocational and technical education program,
and by upgrading the health of the citizenry. Now, we hope to help
promote jobs availability, and finally to link the two together.

NORTHERN APPALACHIA

Northern Appalachia is an area of the country that became indus-
trialized in the latter part of the 19th century. It boomed, first of all,
due to its proximity to the great eastern markets, secondly to the
availability of cheap railroad transportation.
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Senator STENNIS. Pardon me, I was 
Mr. WHITEHEAD. This is northern Appalachia. This particular shot

is Scranton, Pa. It represents a typical population center that we find
in the northern part of our region. It is there the way it is and the size
that it is because it was close to eastern markets, particularly those
lying outside of the region, and secondly because it had a railroad serv-
ice, and thirdly because it was an area rich with natural resources.
But when we get into the mid-20th century, much of these advan-

tages were lost, and as railroads declined and as new technology made
the factories obsolete, then we found deterioration of the cities, and we
found degradation of the environment contributing to a general eco-
nomic downslide. Communities lost their major employment sources,
commerce declined, the quality of the labor force declined, as the better
educated and the younger people and the more ambitious people left
the region. Now, the result was a stagnant economy with an outmoded
physical structure and insufficient tax base to replace it, and an un-
attractive urban environment, and an abused natural environment.

ADVANTAGES IN APPALACHIA

But in spite of these deficiences, northern Appalachia continues to
possess certain inherent advantages. It still is close to the markets; it
still has an urban structure that is very important; and it still has
natural resource base. And therefore, I think we see the same out-
migration reversal in northern Appalachia as we saw as a whole,
although not as dramatic a turnaround.
Senator STENNIS. That northern area is Pennsylvania and New

York?
Mr. WHITEHEAD. Pennsylvania, New York, Ohio, and parts of

West Virginia and Maryland.
Senator STENNIS. This is very interesting.
Mr. WHITEHEAD. That is the first good news that anybody repre-

senting the Commission would be able to report to the committee in
some time.

Senator STENNIS. Let us put the charts in the record, too. They
would be very revealing.
Mr. WHITEHEAD. We would be delighted to.
[The charts follow:]
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NORTHERN PER CAPITA INCOME

What has happened to the income of northern Appalachia is shown
on this chart. Since 1950 the dollar income per capita has risen from
something less than $1,500 to something better than $3,500. But I
think the important thing is that there has been no growth at all in
terms of the percent of the U.S. average—that is, the dollars have
gone up primarily because of the inflation, which you had discussed
with TVA. But the comparison with the income of the average person
in the United States, the people of northern Appalachia have just
maintained the position they had in 1950. That is, the percentage
as compared to the national average in 1950 was 88 percent; 89
percent in 1959; 88 percent in 1965; it is 89 percent now. Virtually
no change at all, either stable or stagnant, dependent upon your
point of view.
Now, the railroad service—
Senator STENNIS. Let me run up and vote.
[A brief recess was taken.]
Senator STENNIS. All right, we had better proceed. Now, let me

make it clear, I am not filing any blanket indictment here against
you gentlemen insofar as corridors. I think you have treated
Mississippi mighty well in these programs. You were slow getting into
the highway part of it, the highway corridors, as it is called. But I
think you have been very considerate. I want to make that clear.
Although I am blaming myself on this other sum for not getting into
it.

All right, sir, your railroads.

NORTHERN RAIL TRANSPORTATION

Mr. WHITEHEAD. I was making the point that the existence of
cheap rail transportation was a great advantage to the northern part
of the region, particularly in the late 19th century, because it per-
mitted communities up there to really take advantage of the industrial
revolution, which until that time had been limited to cities on the sea-
coast, and those having canal transportation.
But the railroads are just as important in northern Appalachia

today as they once were because of the settlement patterns that we
find there.

Senator STENNIS. You mean just as essential?
Mr. WHITEHEAD. Yes, sir, absolutely. And as a matter of fact, we

are testifying and submitting additional information to the ICC hear-
ings because we are concerned about the potential impact on the
region of some of these railroad abandonments that have been
proposed.
Senator STENNIS. Well, I am glad you told me that, because I got

the impression they were not as important as you indicate. All right,
go ahead. You are the witness, though.
Mr. WHITEHEAD. Just on that last point, Mr. Chairman, I cannot

fail to say that I think abandoning railroad service to some of the
Appalachian communities we have been making tremendous invest-
ments in would be to wipe out with one hand a great investment that
the Congress has supported.
Senator STENNIS. All right, we will talk about that a little bit more

later. Go ahead, this is interesting.
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Mr. WHITEHEAD. I wanted to show a chart that gives you an idea,
a schematic, of what a typical northern Applachian settlement pat-
tern is, and later on I will show how it varies from the kind of settle-
ment that we find in central and southern Appalachia. Here we have
an intermediate sized population center, perhaps 25,000, 50,000,
perhaps 100,000 people, there is generally one per county, and it
serves or provides all or most of the public services for the people in
the outlying area.
Our problem in the future is how to rehabilitate those centers so

that they once again can support the outlying areas and supply them
with the services that they find necessary. But the question is, in
northern Appalachia, to rehabilitate, to resurrect, and to renovate
what is there already.

TYPES OF PROGRAMS

Environmental insults plague all of Appalachia, but in northern
Appalachia we are cleaning up mine refuse, gob piles, trying to pre-
vent subsidence of land and buildings into abandoned mine excavations
by drilling down from the surface into the old mines, trucking mine
refuse at the surface to a plant where it can be mixed with water into
a kind of slurry, and then pumped down through those drillings into
the abandoned mines to fill them up with earth supporting materials,
all the time cleaning up the surface eyesore at the same while. We are
also converting open dumps to sanitary landfills, a necessary and not
an easy operation, and it requires time and money and community
leadership to find acceptable disposal sites. Not everybody wants one
of these things in his backyard. They want one available to their
community, but they do not want it located next door. And it takes
skillful public leadership to find an acceptable area to locate one of
these.
It also takes such leadership to balance the competing demands

and devise in other parts of the region the most efficient collection
route, because in a dispersed rural population it i§ very difficult to
find the most economical way to pick up this trash. And third, we
depend on local leadership to negotiate the multicounty agreements
regarding the sharing of costs and control of such operation.
Now currently the Commission child development projects fund

350 child care centers, and in one way or another serve 125,000
children. But important as those numbers are, they are no more
important than the benefits that result from the Commission's require-
ment to have the right kind of planning go into one of these projects
where we require interagency planning at the State level to work out
the details. We require agencies to work together.
To upgrade the local labor force, we are building vocational and

technical schools for secondary, postsecondary, and adult students.
By last fall we had 300 such facilities in operation. They housed some
200,000 persons. They were not confined to dead-end curriculums in
agriculture or home ecomomics, but they are training for job-relevant
courses in such fields as computer science, in machine shop operations
in modern printing employment, and in skilled welding techniques.
The Commission achieved national recognition for its health

programs when Northern Appalachia Health Council in southeast
Ohio was chosen by HEW as the site of its only rural demonstration
in emergency medical service. We are advised that the Council was
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chosen in large part because of the foundation of facilities, services,
and comprehensive planning which have been sponsored by the
Appalachian Commission. This communications console links ambu-
lance, hospital, sheriff, or State police with doctors and specialists to
provide whatever the patient needs.

SOUTHERN APPALACHIA

Now, as northern Appalachia attempts to recover what it once
was and what it once had, southern Appalachia is building it for the
first time, as it industrializes and as it urbanizes. Population growth
in southern Appalachia is its most outstanding characteristic and
biggest problem. As a matter of fact, southern Appalachia is suf-
fering from growth pains in many parts, as community infrastructure
becomes inadequate, housing in short supply, and schools and hos-
pitals crowded.
Southern Appalachia is really in transition from an agriculture and

resource base economy to a growing service and trade sectors. It is
expanding and diversifying manufacturing, and this growth is ac-
companied by significant advances in population, housing, and income.
Here again, compared with the initial chart, we see an even greater

turnaround in this migration problem in the southern part of the
region, going from 10 percent outmigration in the 1950's to 2 percent
outmigration in the 1960's and 6 percent inmigration in the 1970's.
Senator STENNIS. Call out the States, now, that you consider

southern. I think I know from what you have already said.
Mr. WHITEHEAD. Yes, sir. Alabama, Mississippi, Georgia, South

Carolina, North Carolina, parts of Tennessee, and parts of Virginia.
Senator STENNIS. Kentucky goes in with the north?
Mr. WHITEHEAD. Kentucky is in central Appalachia.
Senator STENNIS. All right.
MT. WHITEHEAD. Now, the income figures from southern Ap-

palachia as compared, say, to northern and the United States as ft
whole, indicate that not only is the dollar per capita rising from some-
thing in the neighborhood of $1,000 per capita in 1950 to better than
$3,000 today, but southern Appalachia is doing a better job of closing
the gap on the U.S. average than is northern Appalachia, because
southern Appalachia was at 61 percent of the U.S. average in 1950
and they are at 78 percent of the U.S. average today, or at least in
1971. Probably closer than that today.

SOUTHERN APPALACHIAN SETTLEMENT PATTERN

Southern Appalachia has a different settlement pattern than we
find anywhere else in the region. It is a more sophisticated and com-
plex hierarchy with city sizes ranging from large, metropolitan centers,
some outside the region like Atlanta, some inside, Birmingham—but
large metropolitan centers through intermediate sized cities ranging
down to small towns and hamlets.
Now, this settlement pattern arose out of the agricultural heritage

of the South where farms depended on local markets, which in turn
served even larger markets, and again market centers and commodity
exchanges. It is a more complex pattern than we found in the North,
which was sillily one large community, frequently in a county,
serving a lot of little hamlets.

29-353 0 - 74 - pt. 5 - 21
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Our job is to help this part of the region achieve a balanced growth.
Those major population centers are moving along very rapidly. Our
job is to give the intermediate cities and the small towns the basic
infrastructure it needs to accommodate growth and to provide a
healthy and educated citizenry. This means focusing on the second
and third order population centers by making the right kind of invest-
ments in such projects as access roads and in sewers and in sewage
treatment plants. All of these are important to create industrial parks
to attract modern, taxpaying, high wage paying, diversified industry.
But we must also tackle the harder problems to remove the present

barriers to growth that exit. That means throwing off the shackles of
ignorance and opening men's minds through education, just as we care
for the physical needs in extended care facilities or in hospitals, since
in the last analysis a physically, mentally, and emotionally healthy
populace will be required to select and support the enlightened leader-
ship southern Appalachia's vitalization will demand.

CENTRAL APPALACHIA

To most people Appalachia brings to mind the severest poverty,
the worst health, education, and social conditions, as represented by
the hard scrabble for existence of the lone mountaineer.
Senator STENNIS. Well, if you will excuse me, I have to go to another

vote. It is the last call. I will be right back.
[A brief recess was taken.]
Senator STENNIS. All right, gentlemen. We can proceed now.
Mr. WHITEHEAD. All right. I will try to finish up, Senator.
This is probably more representative of Appalachia than the other

slides show. Here is the other one. That is what most people think
that our problem is, and that problem does exist.
But this scene is more typical. This shows the problem of central

Appalachia, where communities have been forced into dense popula-
tion settlements in small pockets of land. There is a scarcity of flat,
developable land, which has prevented growth. Central Appalachia is
characterized by isolation resulting from the rugged terrain, which
has squeezed these communities into a little valley between a moun-
tain on one side and a river on another, and none of them are big
enough to be able to efficiently conduct areawide programs singly,
individually, or alone.
They are all strung together like beads on a string by a road and a

river. Our job is to help them plan collectively so that together, three
or four in an appropriate cluster can provide the public and private
services their citizens require.
Now, here is the most dramatic impact of the migration reversal

that I have been talking about. Although the numbers of people, again,
are not large, for this very reason, the impact on central Appalachia
has been the most dramatic. We think the implications for the future
are most dramatic.
Central Appalachia in comparison with southern and national on

the income chart again is rising in dollar income and also in how it is
doing as against the U.S. average, from 50 percent in 1950 to 60
percent in 1971.
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To illustrate the problems of land development, here is land within
the corporate limits of a small city. It is an abandoned strip mine that
was leveled off and on which was constructed a regional school. But
that was within the corporate limits of a community in Virginia, and
developable land was scarce.
Senator STENNIS. What part of Virginia?
Mr. WHITEHEAD. In the southwest. It is in Norton, Va. They did a

very good job there, but that shows how scarce developable land is.
This is something on which you were commenting with TVA, this

problem of the junked cars, which is endemic to all of Appalachia, but
it is particularly a problem in the central portion. We are conducting
some demonstrations there. So far they have been successful, but they
indicate that to continue they will require some strong State support
both at the executive and legislative level.
We are also, as you know, working to open up the region, particularly-

in central Appalachia, for transport to jobs, school, such as this high-
way corridor section.
Senator STENNIS. A six-lane highway.
Mr. WHITEHEAD. Yes, we can if traffic projections require it.
Senator STENNIS. You are building for the future. That looks good.
Mr. WHITEHEAD. That is exactly it. As a matter of fact, that would

be a good slogan for us, because sometime the present traffic may not
require that many lanes. It is to open up the area for development, and
what the roads will not do we hope the airline traffic will. And even
more importantly, in the future we hope to be able to do a little bit
more in terms of rural mass transit to bring transportation facilities
within the reach of more Appalachian citizens.

Central Appalachia has some of our most imaginative health plan
projects, really classic demonstrations in the way to provide medical,
dental service to dispersed rural populations, expanding the services
of the doctors through an appropriate team and linkages with others.

HIGHWAY PROGRAM ACCOMPLISHMENTS

The good news for our highway system, Mr. Chairman, is that one-
third is already completed and open to traffic, and half will be com-
pleted or under construction by June of next year. But we realize that
we still have a long way to go and much to do, particularly in Mis-
sissippi.

Senator STENNIS. How much have you spent in all on your highway
program, just in round numbers?
Mr. WHITEHEAD. We have since 1965, obligated or committed $1.3

billion according to my budget officer.
Senator STENNIS. All right.
Mr. WHITEHEAD. Another probably $1% billion over our authoriza-

tions would be required to complete the system at the present rates.

HIGHLANDS APPALACHIA

The fourth Appalachia is highlands. It overlays the other three, as
it laps the Appalachian Mountain crest running north and south
through the region. Together with selected sites in Mississippi and in
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Ohio, the highlands will benefit from special demonstration projects
we hope to conduct next year to capitalize on its natural beauty,
which gives it such potential for tourism and recreation and environ-
mental development. Its moods, and its vistas, its seasons really defy
description and must be experienced to be believed.
Thank you very much, Mr. Chairman.
Senator STENNIS. Thank you very much.
While we are on this, I used to drive back and forth through Missis-

sippi, and sometimes we would go down through North Carolina,
through—not Charlotte; over there to the east—Asheville, almost due
west to Chattanooga. And there is a large area there where all the
vegetation has been killed. It is a copper hill.
What did that?
Mr. Jones knows about it.
Mr. JONES. Copper mines; sulfate, it killed the vegetation. It was

destroyed.
Senator STENNIS. Well, you keep showing your pictures, because

you give me hope, and I know you give others hope and understanding,
too. Of course, down South now we still maintain you cannot put all
the things that make living worthwhile down there into a per capita
income column.
Mr. WHITEHEAD. That is true; that is true.
Senator STENNIS. We have a lot of fresh air and a lot of dogwood

blooms and all. We want to keep those, but you are really making hay
on this thing. That is fine.
Mr. WHITEHEAD. We hope, Mr. Chairman, that we have a program

that will preserve sectional differences. I think it would be a shame if
the results of all of our efforts were to create a megalopolis from north
to south and east to west. People ought to have a choice as to where
they live and there ought to be a difference in living in one part of the
country from another.
Senator STENNIS. Yes, yes. We have about 5,000 Indians living

down home in Mississippi. Somebody is always wanting, you know,
to get in there and make Anglo-Saxons out of them. I say, on that
point, leave them alone; leave them alone. They are the original
Americans, you see, and give them opportunity and all to help them
in their leadership problems and everything. They do not. Don't try
to convert them over to Anglo-Saxons or anything else. They are the
original American Indians.

Well, what else do you have now?
Mr. WHITEHEAD. Well, that concludes my statements.
Senator STENNIS. Well, that is a very fine presentation. I am glad

you had those pictures and all.
It has been 2 years since I have been here, and I believe that even

2 years ago I had to get someone else to hold the hearings. In fact, as
long as that war in Southeast Asia was going on, I was like a prisoner,
just tied down to those military bills, you see. But I am glad to get
to see this.
Have you been showing the pictures all these years?
Mr. WHITEHEAD. No; last year was the first presentation we made

of these pictures.
Senator STENNIS. Well, that is good. Keep doing that. Keep doing

that.
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NEW BUDGET PLAN

Now, I want to ask this now. On this new plan that you have that
is somewhat akin, or considerably akin, to revenue sharing, this fiscal
1975 is the first year that you propose to use that?
Mr. WHITEHEAD. Yes, sir.
Senator STENNIS. And I am just trying to get familiar with it, and

I have no pet project, but I would want to go over this some with the
Governors, thank you, if this thing stays in the bill. Your position is
that it is within the law already?
Mr. WHITEHEAD. Yes, sir.
Senator STENNIS. You were just presenting it to us as kind of a

courtesy, and you are going to go on and do it anyway, unless you are
prohibited from doing it?
Mr. WHITEHEAD. No; I would not do it but for the consent of this

committee.
Senator STENNIS. Well, I was not accusing you of usurping any

power, but if you have got the authority and all and we have it
presented to us and do nothing about it, the implication is that we
approved it. And I am not inclined to disturb it.
Mr. WHITEHEAD. Well, I think it would be important for you, if

the occasion arose, for you to discuss it with Governor Waller and
other Governors.
Senator STENNIS. Well, I will later, but I am going to discuss it

with the staff and see if we do not approve this, we ought to put some-
thing in this that says we do not approve it, or otherwise you are
given license to move. And as I understand it now, I am going to be
for it.
Now, let us see if Mr. Jones has something on his mind.
You ask some good questions. You always do.

ESTIMATED OBLIGATIONS BY REGIONS

Mr. JONES. Well, mainly I asked the question, do we have an
estimated obligation of the amounts by regions, for the three regions,
for the current fiscal year and for the proposed budget and this new
procedure.
Mr. WHITEHEAD. Can I supply that for the record, because we do

not have it broken down that way right now.
Senator STENNIS. You can break them down?
Mr. WHITEHEAD. I can.
[The information follows:]

AREA DEVELOPMENT PROGRAMS—ESTIMATES OF OBLIGATIONS BY SUBREGION

[Dollar amounts in millions)

1972
Program amounts— Fiscal year-

population 1973 1974 estimate 1975 estimate

Northern 9, 884, 700 $39.3 $40.1 $42.6
Southern 6, 954, 600 48.4 48.9 53.6
Central 1,817,700 21.6 20.1 24.8
Special highlands program 2.0

Total 18, 657, 000 109.3 109.1 123.0
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DERIVATION OF ESTIMATES

Amounts for FY 1973 by subregion have been obtained from actual project
approvals, exclusive of special mine area restoration projects funded by a special
1973 supplemental appropriation for Tropical Storm Agnes.

Estimates for 1974 and 1975 follow allocations to States. Amounts for those
States which are included in more than one subregion and which are not allocated
by subregion have been distributed proportionately to the actual distribution of
projects in the past several years.

NEW BUDGET PLAN

Senator STENNIS. Then, this is not an absolute guide, but just put
the population along there with these areas, because I think the com-
mittee ought to go into it. As you said there, that you would not do it
unless the committee approved it, but we ought not to leave any
doubt as I see it.
How does the House committee feel about it?
Mr. WHITEHEAD. We appear there tomorrow morning, however

we have had informal discussions that indicate that they are interested.
Senator STENNIS. All right. All right.
The ones I have been interested in down home, I was just told

flatly they were not eligible for the highway corridor, that we got in
too late and all the money has been planned and so forth.
Mr. WHITEHEAD. That was the truth, Senator, until we get 10 of

the States willing to give up a little of their money for the other three.
Senator STENNIS. Well, I appreciate what you have done, and I

remember now that someone had mentioned that to me. You know
a lot of things that went out with that anesthesia they gave me
never have come back to my mind.
Mr. WHITEHEAD. Mr. Chairman, I cannot tell you how delighted

we are to be able to appear personally before you. Last year, Senator
Schweiker handled the hearing, and we showed some slides, not
these. But we are delighted to have you back.

RAILROAD SITUATION IN APPALACHIA

Senator STENNIS. Well, I am delighted to be here, and I am fortu-
nate to be here, quite frankly. Thank you again for your remarks.
Thank you very much.
You have shown some new facts and very vivid illustrations about

the railroads. I had, gotten somewhat the wrong impression. Down
home, back when you were building all these railroads up there in. the
East and the North, you remember, we lost that war. We did not
have any money in the 1860's, 1870's, 1880's, and 1890's. We
dug up a little, bartered in England, and built some railroads, but
we did not overbuild. We did not overbuild—in some areas I have
understood that they overbuilt.
Now you may disagree with that. But what I am coming to is,

now the most prosperous railroads are in the South, in spite of the
fact that our per capita income is below the national average. So I
asked the question, how has that happened. And the railroad men tell
me, well, we did not overbuild, and I think he knew what he was
talking about, in part that is. In our area, it was not overbuilt.
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Southern Railway is just booming, you know, making money.
They have excellent leadership, and it is a great network now, from
Washington to New Orleans. It runs on around by Montgomery and
Mobile, you know, quite an area.
Mr. WHITEHEAD. I think there are a number of ways 
Senator STENNIS. Yes, comment on that. You know more about it

than I do. Comment on that.
Mr. WHITEHEAD. I think there are a number of ways in which the

South profited by the lessons and the mistakes made in the North,
and you have cited one. Yes, it is true that I think to some extent
railroad building perhaps got out of hand at one period of our history
in the Northeast and northern Appalachia. They had little railroad
spurs into every little community.
But what are we going to do now? Are we going to abandon those

communities and turn the clock back, or are we going to provide the
kind of investment necessary to keep them going?
Now, I think for this reason the South had a much more rational

growth pattern than is shown in the North. That chart showed
different sizes, different gradations of cities linked together in a much
more rational way than we find in the North. This is a great potential
advantage for the South. In the Appalachian Commission, if our plan-
ners do their job, we will be able to help capitalize on that potential
which the South has.
Perhaps Mr. Moravitz, who is a professional planner, would like to

comment on this.
Senator STENNIS. All right. Yes, sir.
Mr. MORAVITZ. Yes, sir. I think one of the keys is that which you

alluded to, that is the way of life that we are talking about. The South
has the opportunity to build on some of these smaller communities,
bring the jobs in and accommodate the people that are living a little
farther out from the town that is one of the strategies that is going to
be useful. We will not overbuild big cities. We will not have that
situation that we have in northern Appalachia, with a great deal of
decay.
Senator STENNIS. Well, you have made a good point. We have had

a great deal of migration away from our cities in Mississippi, for a long
time, looking for industrial jobs, you see, agriculture was going down.
But they are coming back now; that is, many of the same people are
coming back, many of them. They come back, you know, and have
little factories where some little counties did not have any until
here in the last few years.

NEW JOBS IN REGION

Mr. MORAVITZ. Our latest reading, Mr. Chairman, since the Com-
mission has been in existence, 750,000 jobs have been added to the
Appalachian region, and about half or a little over half have been in
the southern part of the region.
Senator STENNIS. Well, stay with it. You are not going to suffer for

money, as far as I am concerned here. I may switch it around some if I
want to, but we have had a program, too, that goes along with your
program, this rural waterworks program.
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You have helped us out on that, where you give some grants. It has
all been stopped now by the administration. I have been trying to
give them hell about it. They want me to vote for $1,200 million for
aid to South Vietnam in military aid, but I cannot get $30,000 as a
grant, you see, for a little rural waterworks plant where we are going
to pay back all the rest of it with interest. I want to try to get that
score evened up a little, although I am going to support some aid to
South Vietnam. But you keep on here.
How long have you been with 
Mr. WHITEHEAD. I have been Federal cochairman for 3 years.

Before that I served a year as general counsel.
Senator STENNIS. Do you get satisfaction out of your work?
MT. WHITEHEAD. It is the best job in town outside of your own,

Senator.
Senator STENNIS. Well, that is fine.

COMMISSION OFFICE LOCATION

Your office is here in Washington?
Mr. WHITEHEAD. Yes, sir. We are about a block above Dupont

Circle on Connecticut Avenue.
Senator STENNIS. Do you call this the Appalachian headquarters,

or do you have a headquarters out in Appalachia somewhere?
Mr. WHITEHEAD. No, we are fortunate in that. Washington really

is more convenient for people to get to than any place physically
within the region.
Senator STENNIS. That is right. You have to get these people in

here.
Mr. WHITEHEAD. We are feeling very intensely the problem of

termination and moratorium, impoundments, and other Federal
programs that you have mentioned, water and sewage is an outstand-
ing example. One of the advantages of the area development proposal
that is before you now is that it will permit a Governor to more
readily respond to that kind of local situation.
We are asking for an increase which in large part could be devoted

to not only supplementing water and sewer grants but actually
providing the first dollar in those grants. So that is in our budget, too.
Senator STENNIS. Well, we have lots of those water and sewer

associations, as they call them. They are paying back all of their
money. That is, they did not get any grant, did not ask for any.
They can justify it Without any, but the margin of difference many
times is just a few thousand dollars of a grant. You see, these water
users own that system, and they have a man who reads the meters
and so forth and collects the money, and that is about all they have
to do.

Well, Mr. Jones, do you have something?
Does anyone else on the staff have questions?
Any other comments now then, Mr. Chairman?
Mr. WHITEHEAD. Well, I guess not.
Senator STENNIS. You guess not? Well, you do not hold back any-

thing that you want to add, or is there anything that you want to
say, questions or comment?
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Mr. WHITEHEAD. No, I think that completes our statement. I just
again want to mention that it is a pleasure to appear here, and we have
missed you, but we have enjoyed working with your staff.
Senator STENNIS. Well, thaink you. Thank you very much. I

appreciate your courtesies to them and to me and all.

HIGHWAY EXPENDITURES

Senator STENNIS. All right. We go now to what we call outside wit-
nesses, you know, witnesses beyond the Government.
Has anybody written us a lot of letters about Appalachia?
Mr. JONES. No, sir, not about Appalachia.
Senator STENNIS. Well, you have really gotten on top of this now

about those highways and everything. I did not realize you had spent
that much money. You say you have spent $1.2 billion, and you have
about $1.5 billion to go, roughly?
Mr. WHITEHEAD. Yes, sir. The Congress has directed us to build a

system of better than 2,700 miles, and in one way or another, we have
got some 2,600 miles of that system under either design, location
studies, right-of-way acquisition, or actual construction. It is a big
system, and it is going to make a big difference for the region. It com-
plements the Interstate Highway System, of course, but it is going
to open up a great deal of the region that was really never accessible
before.
• Senator STENNIS. Well, I have been trying to reconstruct in my
mind the names of some books I want to recommend. There is an
author named Boorsky, B-o-o-r-s-k-y, I think he is from Oklahoma.
And in the last 12 or 15 years he has written three books, kind of a new
approach to the history of America. I think you would enjoy this im-
mensely. The first was on Colonial America, then he goes into all these
colonies as they developed, and shows a little why there was so much
difference in Massachusetts and Virginia, for instance. You know,
Massachusetts is on the seacoast and developed the ports and got
into industry and Virginia living on the little tributary rivers. Anyway,
you will enjoy it.
And the second book, I believe, is the best one of them. It is the ex-

perience of becoming a nation, you know, and the motivations and
everything. For instance, he takes up all about the uncertainty of the
boundary. How far does America extend? It shows at first, you know,
it cut off at the foot of the Appalachian Mountains. They did not plan
or think anything beyond that. Finally, Thomas Jefferson, you know,
and the Louisiana Purchase—you will enjoy it. It is the kind of a
book you can just pick up at page 186 and start reading, you know,
and be interested.
But that fellow Boorsky, if you think you are interested in it, you

will have to be on a waiting list to get them. They are in paperback
form now. I will get the names of all three of them and send them down
to you.
Mr. WHITEHEAD. I will enjoy reading them, Senator.
Senator STENNIS. It even gets you into medicine back in the old days,

using herbs and leaves and whatever they could find. They discovered
a lot of new things that became a part of medicine, you know.
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Mr. WHITEHEAD. Well, I am an amateur apiarist, you know 
Senator STENNIS. All right. Well, thank you again, gentlemen, very

much.
SUBCOMMITTEE RECESS

The subcommittee will now stand recessed subject to the call of the
Chair.
[Whereupon, at 5:27 p.m., Monday, April 8, the subcommittee was

recessed, to reconvene at the call of the Chair.]
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SUBCOMMI I EE PROCEDURE

Senator BELLMON. The subcommittee will come to order.
This afternoon we are glad to welcome the Federal Power Commis-

sion to present its fiscal year 1975 budget request. The Chairman of
the Commission, Mr. John N. Nassikas, will present the request.
Chairman Stennis hopes to be here in a few minutes. He has another

commitment and has asked that I be here at the hearing and preside
until he arrives. In addition, we may have some interruptions from
time to time due to rollcall votes on the campaign financing bill which
has been before the Senate for some time. But we hope that we can
continue to hear you.
Before proceeding, Mr. Nassikas, we ask that you introduce to the

committee and for the record those people who are with you.
Mr. NASSIKAS. This is Commissioner Brooke and Commissioner

Moody. Commissioner Springer will be here shortly, Commissioner
Smith had a previous commitment and couldn't come. This is Mr.
Phillips here for the Bureau of Power, John Matson, our budget
officer; Marsh Moy, the comptroller; and Webster Maxson, our execu-
tive director.

(3925)
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PREPARED STATEMENT AND JUSTIFICATION

Senator BELLMON. Mr. Chairman, we have a copy of your prepared
statement, and we will place it in the record as well as the fiscal year
1975 budget justification for the Federal Power Commission. You may
wish to summarize the statement or highlight it in any way you see fit.
Mr. NASSIKAS. I will highlight the statement and try to be very brief,

and I will expect interruptions at any time, Mr. Chairman.
[The statement and justification follow:]
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Mr. Chair.fflan, for FY 1975 the Federal Power

Commission is presenting a budget estimate totalling

$32,393,000 and 1,337 positions. This includes an

increase of $3,697,000 and 40 positions over the agency's

FY 1974 budget.

At the outset it is to be noted that $2,230,000 of

the $3,697,000 increase is for office space and related

requirements. For the first time, in FY 1975, this item

is to be included in each agency's appropriation instead

of in the appropriation for the General Services Ad-

ministration, pursuant to the "Public Buildings

Amendments of 1972," Public Law 92-313. This major item

aside, the rest of the dollar increase, amounting to

$1,467,000, is for increased pay costs and the cost of

additional personnel, in the amount of $922,000, and

increases for travel, contractual services, printing,

supplies; and equipment, estimated to be $545,000.

The following summary table shows the distribution

of the $32,393,000 estimate among Federal Power

Commission programs and indicates the application of

the increases among the programs.
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When the Federal Power Commission was established in 1920,

its functions were to collect information concerning the use

of water resources for electric power generation, to license

hydroelectric facilities, and to establish a uniform system

of accounts for all licensees. Over the 54 years since that

time, there has been a considerable accretion of functions

and responsibilities relating to such matters as wholesale

electric rates, watercourse and river basin development,

corporate regulation, environmental quality, natural gas

pipeline certification and rate regulation, natural gas

producer certificates and rates, electric systems coordin-

ation and reliability, resource allocation, and energy

conservation. Today the agency is a principal governmental

reliance in meeting U.S. energy problems.

Yet all of the developments of the last 54 years affecting

this agency are insignificant by comparison with the recent

dramatic reversal of our energy supply-demand situation.

Post World War II population growth, shifting patterns

of population concentration, new energy reliant technologies

and mechanization, basic changes in the economy, the emergence

of new values and life styles, and a host of other factors

have raised the Nation's demand for energy above the deliver-

able supply, threatening productivity, employment, price

stability, and the economy generally. Although the present

energy situation was many years in the making, and although

the evidence for some time has pointed toward potentially

crippling shortages, it is only in recent months that the

situation has become a matter of grave public and private

concern. The potentially disastrous effects of widespread

electric power shortages are not yet fully appreciated.
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The effective performance of the Federal Power Com-

mission's functions in FY 1975 is a matter of critical

importance to the country. As in previous years, I am today

presenting a budget which represents the minimum resources

necessary to meet this agency's responsibilities in a

manner which will best serve the public interest.

Natural gas constitutes one-third of the Nation's total

energy consumption. I testified to the deepening natural gas

shortage in the fall of 1969 before the Senate Interior Com-

mittee and have underscored the necessity for policies to

reverse the trend of diminishing supply and increasing demand

before the Congress, in decisions of the Commission, and in

various public forums both here and abroad. Due to the inherent

interrelation and interdependence of the various energy forms,

the recent shortages of fuels which ordinarily can be sub-

stituted for natural gas, such as fuel oil and propane, have

intensified the problem.

Demand for natural gas has been outstripping additions

to supply for several years. The anticipated deficiency

in meeting firm contract requirements for the current

12-month period ending August 1974, exceeds the actual

deficiency for the preceeding 12-month period by 53 percent.

The extent of shortages vary among pipelines, but the imbalance

on a nationwide basis between natural gas supply and demand

has resulted in curtailment by major pipelines of deliveries

to consumers by 10% short of national demand. The inevitable

result is economic dislocations. I do not envision any

immediate increase in supply to meet demand. At best we will
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be forced to further deplete our diminishing inventories of

natural gas, while stimulating supply to the maximum extent

possible, and increasing all supplemental sources of natural

gas in order to prevent production levels from declining.

To date, 37 jurisdictional pipeline companies have filed

with the Commission proposed curtailment plans relating to

firm contracts. Eight of these filings have resulted in

final Commission orders. The remaining 29 are in various

stages of analysis as pending formal proceedings.

Due process requirements of the Natural Gas Act and the

Administrative Procedure Act necessitate extensive data

gathering and submission upon a record in the hearing phase

of each curtailment proceeding. Since interstate natural gas

pipeline systems traverse distances frequently exceeding 1,000

miles, the needed market information is extensive. Additionally,

since many pipelines sell natural gas to other pipelines, a

comprehensive market analysis of each pipeline's direct and

indirect sales is necessary.

Petitions for emergency or extraordinary relief from

curtailment have been filed by 72 parties to date, and

the disposition of these petitions involves separate expedited

formal hearings on the record in which all parties are given

an opportunity to participate. The continuing decline in

the supplies of natural gas undoubtedly will result in the

filing of many more petitions for such relief from curtailment

plans.

Notwithstanding the tight supply situation overall, some

pipeline companies have quantities of natural gas available

for market expansion. Applicants seeking authority to expand

their markets are required to submit detailed market analyses
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similar to those required in a curtailment proceeding, to enable

the Commission to determine the appropriateness of the end-uses

to which incremental supplies might be applied. In addition

to the increased manpower requirements associated with formal

proceedings concerning these matters, a rapidly increasing

amount of staff effort is expended in responding to inquiries

made by the consuming public regarding the supply situation

generally, by Members of Congress, by State Public Utility

Commissions regarding the status of proceedings, and by

those seeking relief from curtailment.

Necessary coordination with other Federal agencies respon-

sible for fuel allocation, including the Federal Energy Office,

and with the Departments of Agriculture and Commerce for

purposes of securing information within their respective

capabilities has added also to the Commission's workload.

Since 1969, the Commission has taken a wide range of

actions to elicit additional supplies of natural gas, to

reverse the downward trend in exploration and development

In 1973, natural gas exploration increased sharply in response

to Commission policies increasing wellhead prices, advanced

payment program, release of small producers from rate ceilings,

emergency measures for short-term sales and other policies

designed to improve the efficient allocation of our limited

gas resources. Preliminary data indicate that the total

gas well completions last year surpassed by about 17 percent

the all-time high reached in 1961. This level of drilling

is expected to be maintained in 1974 which may result in

adding incremental supplies of gas adequate to stay even.

It is doubtful that production can be substantially increased
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in the next three years due to the substantial lead times

between an exploration and development program and delivery

of gas to market.

Early in 1971, the Commission initiated the National Gas

Survey to provide a comprehensive study of all aspects of

current natural gas industry operations in the United States.

The survey's efforts included a staff study of the Nation's

proved gas reserves, the first such study ever undertaken by

a Federal agency. The results were published in 1973 as a

Staff Report entitled National Gas Reserves Study, showing

the Nation's proved gas reserves as of December 31, 1970, to

be 258.6 Tcf compared to the American Gas Association estimate

of 286.7 Tcf.

The National Gas Survey for Fiscal Year 1975 will consist

of two parts:

(1) The major undertaking requiring the majority of

the requested positions will be the independent

continuing analysis of the Nation's natural gas

reserves;

(2) In-depth examination of policy issues relating to

conservation, rate design, Research and Development,

financing, import-export policy, supply-demand

equilibrium, inter-competitive relationship of

substitutable fuels, environmental impact of

resource development and utilization, and the

evaluation of alternate methods of attainment of

capacity for self-sufficiency.
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This country always has been accustomed to an abundant

supply of electric energy at relatively low prices. The era

of cheap electricity, coal, oil and natural gas has passed.

We have been profligate in using electric power and energy

resources. We have now established conservation as an essential

policy to utilize our resources more efficiently and eliminate

unnecessary waste. In 1972, 25.7 percent of all primary resources

in the United States was used in the generation of electricity.

This percentage is expected to grow, and the 1970 National Power

Survey estimated that electric power generation would require

more than 30 percent of our energy by 1980 and as much as

41 percent by 1990, increasing to 507 by the year 2000.

Eighty percent of electricity today is derived from

fossil fuels, and the adequacy of the Nation's electric

power supply is therefore critically dependent upon maintaining

an adequate supply of these fuels. In recent years it has

been increasingly clear that there are threats to the supply

of each of the fossil fuels used for electricity generation,

and the Commission has implemented a series of information

programs to define and anticipate fuel problems and to devise

corrective actions.

With the rise of environmental concerns, restrictions

have been placed on the use of various fuels, and to ascertain

the effect of those restrictions in reducing pollution and

possibly impairing the adequacy of electric supply, both present

and future, the Commission since 1971 has been gathering detailed

information on fuel characteristics and air and water quality

from all major electric generating plants. The information

so gathered has been a basic resource for investigations

by the Commission and by the Environmental Protection Agency
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leading toward balanced Federal actions with respect to power

plant environmental considerations.

Since 1972, the Commission also has been gathering and

publishing information on the cost and quality of fuel

purchases by the electric utilities. This information shows

both national and regional trends in fuel costs, and the

relationship of sulfur content to the price of fuels.

With the enactment of the Emergency Petroleum Allocation

Act, the FPC undertook to provide both data and advisory

assistance to the Federal Energy Office relating to oil

requirements of the electric utility industry. The FPC

obtains each month from electric utilities their projected

electric loads and their fuel requirements to meet these loads.

By comparison with iniormation in the FPC files, these data

are analyzed for reasonableness and for the impact of con-

servation measures in reducing oil demand. The computed re-

quirements for residual oil allocations and middle distillates

are provided to the Federal Energy Office, which then estab-

lishes monthly allocations to the electric utility industry

based on these demand factors and on their awn supply inform-

ation. The FPC Staff also assists the FEO in evaluating special

situations, such as localized electric power supply problems

which require uninterrupted oil supplies.

Following publication of the Commission's 1970 National

Power Survey, it became clear that several issues require

continuing analysis and attention. Accordingly, in 1972, the

continuing National Power Survey was established to study

electric policy issues and requirements, including conserva-
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tion, fuel requirements, power supply, finance, research and

development, and to recommend policies and actions to

rationalize the growing conflicts among the concurrent goals

of reliable electric power, reasonable electric power prices,

and a clean environment. Trends since the establishment of

the current National Power Survey make its mission more

urgent. Information developed by the National Power Survey

contributes to the effective discharge of Commission respon-

sibilities to promote and encourage the economy, adequacy

and reliability of electric power, to effect efficient

utilization and conservation of natural resources, to en-

courage the voluntary interconnection and coordination of

electric utilities throughout the United States, and to

inform the Congress, industry and the public of these matters.

Although most of the more favorable hydroelectric sites

have been developed, opportunities remain for increasing the

developed hydroelectric potential. In addition to providing

capacity especially favorable for peaking service, hydroelectric

plants reduce utility fuel requirements. Following delays caused

by litigation and NEPA requirements, including the Greene County 

decision, the Commission is attempting to expedite the consid-

eration of license applications by non-Federal interests for new

hydroelectric facilities and to determine other possible in-

stallations that might appropriately be considered. For some

years the Commission has maintained an inventory of developed

and undeveloped hydroelectric projects and has published the re-
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suits periodically, the latest publication providing data as

of January 1, 1972.

We are working closely with the utilities and the state

commissions to encourage the transfer, to the extent that it

is available, of electric energy generated by hydroelectric,

coal, or nuclear-fueled generating facilities to displace

electric energy that would otherwise have to be generated by

oil or gas-fired units. In this manner, it has been estimated

that as much as 20 million Kwh of electricity per day may

be furnished to fuel-short utilities in the Northeast and

along the Atlantic Coast. We are also working with the

utilities and the Federal Energy Office to bring about con-

version of plants fro .,1 oil to coal where this is technically

feasible and air quality conditions will permit. Upon com-

pletion of an overall conversion program, up to 200,000

barrels of residual oil can be saved daily in those generating

units to be converted along the Atlantic Coast.

It is estimated that some 20-30 percent of the fuels now

consumed by the Nation could be saved if those fuels were used

more efficiently at the point of consumption. Only fragmentary

evidence is available concerning how fuels generally are now

used, but the case studies in various locations around the

country reveal a set of promising immediate and longer term

actions. For example, waste heat can be recovered in light

industries and used to preheat materials, and can be used to

heat the factory. Improved maintenance and adjustment of indus-

trial burners can save about 10 percent of the fuel now used in
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furnaces. Some new technologically improved equipment is avail-

able which can significantly enhance fuel efficiency.

Most of these fuel savings, whether industrial, commercial,

or residential, can be effectively introduced through utility

actions to help their customers improve fuel efficiency. The

FPC Chief Engineer's Office has undertaken a program whereby

utility marketing experts can turn their efforts more fully to

customer-oriented energy saving activities.

Commission Order 495 requested utilities to initiate

energy conservation programs on a voluntary basis. Since the

Order was issued last November, 135 utilities have filed re-

ports on 1972 actions that had been taken in that regard. These

actions are modest, but in the right direction. Commission

Order 496, issued in late November, established a targeted

overall nationwide electric energy reduction of 10 percent and

required Class A and B electric utilities to project their

monthly fuel savings that might arise as a result of conserva-

tion actions. Order 497, issued in December, requires a monthly

statement of savings and projected requirements for fuel, as the

result of conservation actions, for the regulated utilities.

Order 498, building on earlier Commission actions to meet the

reduced availability of natural gas, requested all natural gas

pipeline companies to consider the possible adoption of fuel

efficiency actions, requested State regulatory commissions to

allow energy-conserving costs, set a target of 10 percent de-

mand reduction, and required applicants for special relief to
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provide evidence of their conservation actions. Responses are

arriving at the FPC.

The Chief Engineer's Office is monitoring the various

technical opportunities for energy improvements for the

purpose of providing information to assist the utilities

and the State commissi -)ns in determining how best to help

their customers improve their utilization of fuels. To meet

the winter 1973-1974 emergency, the Chief Engineer issued a

set of guidelines on improvements that could be made in light

industry to save fuels, which now is in its second printing.

The U.S. Chamber of Commerce has reprinted and distributed an

additional 18,000 copies, and we understand that state agencies

are using the guidelines in training sessions for industrial

users. A second similar manual is now being prepared and

will provide technical information on how to adjust and maintain

industrial burners to achieve the expected 10 percent fuel savings.

We have initiated a definitive study of the electric

resistance heating problem, which is more than an issue of

pure fuel efficiency. For instance, electric resistance

heating requires no furnace, permitting major potential

changes in building design and use; the supply and maintenance

systems for electric heaters and other forms of space con-

ditioning are quite different; and the need to look 20 to 30

years in the future could change current preferences.

Data concerning exactly how natural gas is used in the

various end items and processes is deficient--even simple

information as to how much natural gas is used for process
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heat and how much is used for space heating in industry. We

are relatively uninformed about how much natural gas is re-

quired for critical fr-Jstocks (such as in agriculture),

and where substitutable fuels such as naphtha or methane

might reasonably be introduced to replace gas. We therefore

plan a detailed study of the end use of natural gas to determine:

(1) how to use natural gas more efficiently, (2) the extent to which

substitutable resources can be utilized in place of natural gas.

The expanding involvement of the Commission in

environmental quality, curtailments, and conservation have

greatly increased the Commission's need for more current data

on national and regional energy consumption patterns, by source

form, and end-use, including supplies of alternative fuels.

The Commission is also seeking to collect information on

intrastate and other nonjurisdictional sales of natural gas

to assist in FPC regulatory purposes.

The FY 1975 estimate includes funds for continuing the

full-scale development of the Commission's Regulatory Inform-

ation System (RIS). This program, begun in FY 1973, looks

toward a fully automated computer system serving all levels of

FPC management. It calls for the application of advanced

systems techniques to the entire spectrum of responsibilities

and functions of the agency, and will permit more effective

analysis and action regarding the full range of FPC res-

ponsibilities, including the publication of energy information

on a much more timely basis.
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The heart of RIS will be a data bank available to all FPC

staff members in their daily operations through computer terminals.

The bank will initially contain only information collected from

utilities and natural gas companies. Under the planned second

phase of implementation, information from regulatory filings,

exhibits in proceedings, studies and other sources will be

included.

The Commission has long recognized the need for a much

stronger national energy R&D program. The investment of $10

billion in the next five years or upwards of $20 billion in

the next ten years in federally funded R&D will assist in

attaining a relative energy independence in the next two

decades as well as to find more efficient and environmentally

compatible methods of supplying the energy needs of our society.

By Order No. 408, issued in August 1970, and Order No. 483,

issued in April 1973, the Commission modified its regulations

and accounting procedures to encourage energy R&D investment

by jurisdictional companies. In 1973 the electric power in-

dustry established the independent Electric Power Research

Institute, which is now supported by an electric power industry

annual budget approaching $100 million per year. In January

1974, the natural gas industry released a study entitled,

"Natural Gas Research Plan, 1974-2000," which details a

proposed national gas R&D program totaling $2.3 billion over

the first five years. Gas industry committees are working

on implementation of the plan, the key element of which is

the formation of an independent research organization, sup-
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ported by the gas industry and thus the consumer, which will

assume major responsibility for the R&D program.

In January of this year, I established a Staff R&D Task

Force with representation from all of our professional Bureaus

and Offices to work with both jurisdicitonal industries and

the emerging Federal R&D program to assure a prudent use of

financial resources and an effective R&D effort. A reliable

energy future depends on today's national R&D program - both

Federal and industry supported.

The energy shortage has greatly increased the problems

relating to energy and the environment. This Commission is

dedicated to the proposition that we can have both sufficient

supplies of energy and a healthy environment.

However, the National Environmental Policy Act of 1969

and, in particular, the Greene County decision in 1972 have

put a heavy burden on our staff which must now prepare inde-

pendent environmental impact statements for each action which

we judge to be a "major Federal action significantly affecting

the quality of the human environment." Although we require

complete and detailed environmental reports from all appli-

cants for authority to construct or modify jurisdictional

facilities, an average of about three man years of staff

effort is required for each of about 30 environmental impact

statements per year. About 25 of these are for projects

leading to new energy supplies and the other five are for

changes to hydroelectric projects that relate to better

resource management. In a years I time, staff will also

examine the environmental consequences of at least an
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additional 400 applica_lons for which it is able to demonstrate

that the environmental impacts are not significant and thus

environmental impact statements are not required.

Staff also reviews and prepares comments on environmental

impact statements of other agencies for projects of direct

concern to our jurisdictional responsibilities.

To reduce the staff effort expended and to improve the

quality of our environmental judgment, a generic approach to

the evaluation of environmental impacts has been developed.

This approach is pertinent to river basins where there are

a number of potential hydroelectric sites and licensed hydro-

electric projects requiring relicensing. Since most relicensing

applications concern facilities that have been operated for

50 years or more, the evaluation is a part of the determination

as to whether relicensing for an additional number of years

is in the public interest. The basin-wide analysis identifies

key environmental issues and then evaluates them in common

to all of the pertinent facilities. Under such procedure,

we not only save staff time otherwise spent in partially

duplicative studies but are better able to put each licensing

decision in a better environmental perspective.

Of particular importance in FY 1975, our staff will be

working with the Department of the Interior in analyzing

several proposals for

the transmission of natural gas from the United States Arctic

north slope to market: in the lower 48 states. A single

environmental impact statement will be prepared which will

satisfy the requirements of both agencies. The statement will

evaluate all competing proposals.

A number of our key staff personnel are engaged in

interagency studies of energy supply, delivery and management
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systems. Under the aegis of the Council on Environmental

Quality we provide unique capabilities to groups studying

offshore nuclear power plants, safety of LNG facilities, and

outer continental shelf development, three programs vital for

future development of new energy resources and facilities.

In numerous appearances before committees of both

Houses of Congress, I have recommended deregulation with

strict monitoring and surveillance of prices, incremental

volumes, and competitive market conditions to protect the

public interest

risk capital to

ment program to

which should increase the commitment of

a greatly expanded exploration and develop-

meet the growing demands of a productive

economy. The persistent decline in reserves and new findings

exacerbates the national energy emergency and affirms the

conclusion that we have expressed for over four years that major

national actions are required to reverse diminishing natural

gas supplies. The emerging shortage of other deliverable fuels

and the slippage in the nuclear program over the near term

compels further conservation and reliance on oil imports until

we can develop the balanced energy resources in the United States

to become energy independent.

Over a period of years, the FPC has sought broadened

authority to collect and publish information with respect to

the natural gas industry commensurate with the authority the

Commission exercises to obtain information from entities of

the electric industry, whether or not subject to the Commission's

jurisdiction under the Federal Power Act.
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Our proposed amendment to Section 14 of the Natural Gas Act

will enable the Commission: (1) to secure information concerning

the production and marketing of natural or artificial gas from

companies not now subject to the jurisdiction of the Commission

and (2) to collect on a current and continuing basis the total

estimated natural gas reserves of all fields or reservoirs in

the United States whether or not a company is jurisdictional.

As U.S. energy :oblems have accelerated activity

generally under the Federal Power Act and the Natural Gas

Act, the Commission's caseload has expanded correspondingly.

The estimated construction cost of new energy

facilities for which the Commission now has applications in

process is approximately $3.2 billion, including 18,000

megawatts of new capacity in 35 hydroelectric projects and

$1.6 billion worth of construction contemplated by 238

pipeline certificate applications.

There is currently in operation 60 million kilowatts

of conventional hydroelectric power and an additional

14,500,000 kilowatts of pump storage capacity in operation

or applied for. Present hydroelectric facilities constitute

about 157. of total existing U. S. generating capacity.

About one-half of the present hydroelectric capacity

operates under Federal Power Commission licenses. The

potential additional hydroelectric capacity is estimated

at 125 million kilowatts, of which 32,500 is in Alaska,

and 92,700 in the lower 48 states.

I
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In FY 1973, the Commission's workload relating to

natural gas pipeline facilities involved the processing

of 757 applications for certificates representing costs

estimated at $2,834,000,000, for 6,140 miles of additional

transmission pipeline and 595,731 additional compressor

horsepower.

Because of inflation, financing problems, increased

costs of fuels, raterials, and labor, and many other

economic problems, rate matters filed with the Federal

Power Commission continue to increase in number and

complexity. On March 1, 1974, there were 130 formal

electric rate and interconnecLion cases on hand involving

just under $190,000,000 in proposed annual increases.

Until 1970, electric rate schedule reductions exceeded

rate increases in spite of a rising cost of living.

Last year, FY 1973, rate reductions accepted for filing

totaled only $270,000 while annual rate increases accepted

for filing totaled $16,000,000. An additional $63,000,000

in annual electric rate increases were suspended and

set for hearing.

In such terms, our workload increases are substantial.

However, much more significant in relation to our

workload is the increasing complexity of the cases,

due in large part to shortages, which add new dimensions

in almost every case.

Mr. Chairman, after discussion with the Appropriations

Subcommittees concerning the need to recover from

the regulated companies a greater portion of the

costs of administering FPC programs, the Commission

on March 18, 1971, issued Order No. 427 which increased
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fees generally, instituted new fees to be paid by public

utilities, and assessed new annual charges against

public utilities and natural gas companies. Regulated

companies appealrd the Order to the U.S. Court of Appeals

for the District of Columbia Circuit, challenging the

new annual charges against public utilities as well as

those to be paid by natural gas companies. Thereafter,

all collections required by Order No. 427 were placed

in a special account established by the Department of

the Treasury, to be held in escrow.

By decision of August 15, 1972, the Court of Appeals

set aside Order No. 427 insofar as it levied annual

charges against both public utilities and natural gas

companies. Previously required annual charges against

public utilities under Part I of the Federal Power Act

and new and increased filing fees pursuant to the

Order were left undisturbed by the Court decision.

The U.S. Supreme Court granted certioriari, and in

a decision handed down on March 4, 1974, the Court

affirmed the decision of the Court of Appeals.

Accordingly, annual charges in the amount of $2,444,568.40

collected since July 1, 1971, are being refunded to the

regulated companies. The remainder of the escrow account,

in the amount of $6,624,118.87, which was derived from

the collection of fees, is being transferred to the

Miscellaneous Receipts Account of the Treasury.

29-353 0 - 74 - pt. 5 - 23
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INTRODUCTION 

With the enactment on November 27, 1973, of P.L. 93-159, this
Commission's duties and responsibilities in the energy fields have
taken on new dimensions in respect to emergency actions to meet the
Nation-wide fuel emergency conditions. In addition to on-going major

administrative initiatives of the Commission under the Natural Gas

Act and the Federal Power Act covering the allocation of interstate
natural gas supplies, the adequacy and reliability of bulk power

supplies and the conservation of both energy forms, the Commission

has assumed major support responsibilities in assisting
the Federal Energy Office in that agency's allocation of other

fuels (primarily petroleum at the present time) for use in
electric utility generation and the exercise of such authority

as the FE0 may have to direct the physical conversion of

petroleum and natural gas fueled electric generating capacity to coal firing.

These direct and support responsibilities include the Commission's
administration, under emergency conditions, of a Nation-wide allo-
cation program covering interstate pipeline supplies of natural gas.
They include the Commission's fact gathering, analyses and recommenda-
tions concerning the allocation by FE0 of petroleum fuel supplies
for electric utility use. They include Commission analyses and
recommendations to Fa) for the conversion of electric generating
stations to coal firing.

Under the Federal Power Act and the Natural Gas Act, the
Commission has established energy conservation programs with respect
to natural gas and electric power. Commission Order Nos. 495, 496,
497 and 498, issued between November 13 and December 21, 1973,
established an ongoing energy conservation program for electric
utilities, instituted emergency actions for conservation of fuel

resources by electric utilities, and initiated a nation-wide

conservation program for natural gas. These programs support the

Administrative's objectives related to relieving the energy crisis.

The Nation-wide fuel emergency conditions have greatly expanded

this agency's administrative workload arising from the exercise of

its statutory duties and responsibilities. .

The Federal Power Commission must exercise its responsibilities

In the regulation of natural gas and electric power in an era when

demand for these energies is rising faster than supply, and the

supply situation is further complicated by environmental considerations.

Natural gas is the Nation's "premium fuel" the President told

the Congress in his first energy message earlier this year. It is

economical, convenient, clean, and has very low pollution character-

istics.

In 1972 the natural gas producers of the country supplied about

14.1 trillion cubic feet of the "premium fuel" to interstate pipe-

line companies for delivery to ultimate customers. The 1975 pro-
duction is not expected to be enough to meet demand, and potential

users will have to rely on other sources of natural gas or other fuels.
During the period September 1973 through August 1974, 17 major pipeline
companies reported they would curtail their customer's firm requirements.

Unless new policies improve exploration and development, by 1980

Staff estimates we will produce a total of about 20.5 trillion cubic

feet annually from domestic reserves with an additional 4.5 trillion

cubic feet possibly available from supplemental sources to meet an

anticipated demand of about 34.5 trillion cubic feet. These levels

of supply would result in an unsatisfied demand for gas of about

9.5 trillion cubic feet in that year. By 1990 we would need
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nearly 29 trillion cubic feet of gas over and above the 18 trillion
cubic feet expected to be produced domestically in order to balance
supply with demand.

Electric power is similarly caught between increasing demand and
restrictions on the addition of electric power generating facilities to
meet the demand as well as limitations upon the availability of primary
fuels to serve generating capacity. Within the next ten years the in-
dustry must more than double its generating capacity if it is to satisfy
this demand. Nuclear power will supply much of this new generating
capacity but is experiencing difficulties in meeting the projected
growth rates. Fossil fuel, including natural gas, must be relied upon
to fill much of the need for at least the next twenty years.

In recent years the electric power industry has met well organized
opposition from groups dedicated to the improvement of the environment.
Their concern is well founded, but the result can be a slow-down in
the construction of vital generating facilities while environmental
effects are determined.

The climate of regulation has evolved from a situation where
natural gas and electric power were abundant, with emphasis on cheap
energy, to the present where gas and other fossil fuels are scarce and
emphasis is on shortages, gas and electric power conservation, and
environmental protection. Currently the most critical concern is
availability of energy which is vital to our life style and which, in
many specific instances involving the Commission, develops into adjudi-
cation of controverted environmental issues in prolonged proceedings
before the Commission and the courts. The Nation is confronted with
a national energy emergency. Problems of corservation and allocation
of limited resources predominate.

Regulation requires the resolution of conflicting issues or
their optimum balance in the public interest. More demands on manpower
and regulatory technology are a concomitant of the broadening of
interest. An expanded, better-trained and better-informed staff is
the price of protecting the public interest as regulation becomes
more complex.

The Federal Power Commission is requesting $32,393,000 and '
1,337 positions in FY 1975. The request is $3,697,000 and 40 positions
more than the estimate for FY 1974. The increase is primarily due to
the funding of space and related requirements of the Commission in
FY 1975, which must be borne by the Commission under PL 92-313,
rather than funded by the General Services Administration. In FY 1975
this amounts to $2,230,000 more than in 1974. The balance of the
Increase, $1,467,000, is primarily to cover increased pay costs, and the
cost of additional personnel and related services ($922,000).
Increases for travel, contractual services, printing, supplies
and equipment account for the final $545,000.

DISTRIBUTION OF 40 ADDITIONAL POSITIONS BY PROGRAM 

Hydroelectric Power Regulation + 6
Electric Power Industry Systems Evaluation + 4
Electric Power Utilities Regulation + 6
Natural Gas Pipeline Regulation + 12
Natural Gas Producers Regulation + 2
Conservation Research 3
Administration + 7

SUMMARY OF MAJOR WORKLOAD CHANGES 1973-1975 

Filings, Applications, Audits, Inspections 

Quantitatively the number of major work items filed with or
initiated by the Commission continues to increase or remain at a
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high level. These are certificate and license applications, rate
filings, exhibits, audits, and inspections.

MAJOR WORKLOAD INCREASES 

1973-1975

1973 1975 Change

Project Applications 600 634 + 4
Project Environment & Conservation 871 905 + 34
Inspections 866 1030 +164
Electric Rate Filings 3782 3904 +122
Pipeline Certificates 757 977 +220
Pipeline Rate Filings 1370 1494 +124
Producer Certificates 4163 4974 +811
Accounting Audits 64 72 + 8

Proceedings, Rulemaking„ Litigation 

The energy crisis, economic factors, and environmental concerns
have resulted in an expansion of our legal workload.

CASE WORKLOAD INCREASES 

1973 - 1975

1973 1975 Change

Hydroelectric 12 31 + 19
Electric Utility 116 141 + 25
Pipeline Certificates 87 125 + 38
Pipeline Rates 155 157 + 2

Environmental 

The Commission has had an environmental responsibility for many
years. The Greene County decision (Greene County Planning Board v.
FPC, 455 F. 2d. 412 CA2 January 17, 1972) requires the Commission to
prepare its own Environmental Impact Statements rather than circulat-
ing the applicant's statement for comment as was done formerly. The
preparation of such statements requires highly trained staff special-
ists and anywhere from 1 to 4 man-years of effort for each state-
ment.

FPC ENVIRONMENTAL STATEMENTS 

1973 1975 

Hydroelectric 402 416
Pipeline Certificates 15 28

Change 

+ 14
+ 13
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Regulatory Information System 

The essential need for accumulating, processing and retrieving
in useful form the vast amount of data needed for regulatory purposes,
makes a sophisticated, timely and accurate regulatory information
system mandatory. We are well under way on the development of this
system. We expect manpower savings to accrue when the system is
installed and tested.

Assistance to Others 

Not identified in the formal work structure of the Commission
are the considerable resources assigned to assist and to cooperate
with other Executive Agencies and the Congress in matters vital to
the resolution of the energy problem, and in other areas in which
our staff expertise is needed. Our staff is called upon to testify
in proceedings before the Atomic Energy Commission. We are active
participants in many interagency studies and joint actions. In
our assistance to the Congress an excellent example is "A Natural
Fuels and Energy Policy Study," S. Res. 45, approved by the Senate
May 3, 1971. This joint study committee, composed of the Committee
on Interior and Insular Affairs, the Joint Committee on Public Works,
and Ex-officio members of the Committee on Commerce and the Committee
on Public Works, has used hundreds of man-hours of Commission Staff
assistance during the past two years.

Conservation Research 

The Commission proposes to initiate a.conservation program for
the purpose of identifying and evaluating those technologies that
have demonstrated their fuel-saving potential, and in providing
that evaluated information to the public utilities and others that
can serve as the most efficent agents in disseminating the advice
and bringing the potential nationwide fuel saving to actual
achievement.

MAJOR WORKLOAD AND DOLLAR VALUES 

Following is a summary of the number of and dollar amounts
involved in applications for various licenses and certificates
under the jurisdication of the Commission.

HYDROELECTRIC AND ELECTRIC POWER 
APPLICATIONS PENDING SEPTEMBER 30, 1973 

No.
Estimated
Investment 

Hydroelectric Projects 

New Capacity Projects 
Preliminary Permits 7 $ 916,222,000
Major Licenses 27 2,101,374,000
Major Relicense 4 '138,233,000
Additions to Existing Projects 3 118,501,000
Total New Capacity - Major VT $3,274,330,000
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Constructed Projects 
Major Licenses
Major Relicense
Total Major Constructed Projects

Total Major Projects 

Electric Power Utilities Regulation 

Rate Increase Applications

103
64
177

$ 257,518,000
481,437,000

$ 738,955,000

208 $4,013,285,000

55 $ 76,000,000

SELECTED NATURAL GAS PIPELINE AND PRODUCER
APPLICATIONS PENDING SEPTEMBER 30, 1973 

Pipeline Applications 

Certificates 
Construction and Operation or
Acquisition

Others
Total Certificate Applications

Rate Increase Filings 

Producer Applications 
Certificate Applications

TOTAL ALL APPLICATIONS

Collections 

278
60
TTF

129

1,838

2,305

$1,366,138,925

$1,366,138,925

516,404,708

$1,882,543,633

Set forth bel,ow are the amounts estimated for collection inFY 1975, including amounts to be collected under order No. 427, which
is subject to pending judicial review in the U.S. Supreme Court.

Part I - FPA FY 1975 

Administration of Part I
Headwater Benefits
Other Part I Collections

Parts II and III - FPA 

Filing Fees
Administration of Electric Regulatory Programs
Coordination. and Reliability

Natural Gas Act 

Certificate and Other Filing Fees
Administration of Natural Gas Programs

$ 3,685,000
3,300,000

.1,598,000

$ 956,000
2,913,000
2,673,000

$ 1,431,000
8,139,000

Miscellaneous 

Sale of Publications and Services $ 16,000

Total Collections
Budget Requests

A summary of the FY 1975 budget request follOws.

24,711,000
32,393,000
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SOURCE AND APPLICATION OF FUNDS COLLECTED
FROM ALL SOURCES

I. SOURCE OF FUNDS
1973

Actual
1974

Estimate
1975

Estimate

Annual Fees from licensees:

Collections for administering
Part I of the Federal Power
Act

Collections for use of Federal
lands

Collections for maintenance of
navigation

Fines, penalties and other
forfeitures

Collections for use of Indian
lands

Oregon and California Land

$ 2,744,688

214,808

427,404

232

12,203,786

$ 3,405,000

215,000

427,000

1,000

954,000

$ 3,685,000

215,000

427,000

1,000

954,000

Grant

Subtotal annual fees from
licensees

1,158 1.000 1.000

$15,592,076 $ 5,003,000 $ 5,283,000

Headwater benefit payments

Subtotal collections under Sec-
tion 10(e) of the Federal

1,874,299 2,800,000 3,300,000

Power Act

Fees and annual assessments
under Part II and III, FPA:

Collections for administration
of the coordination and
reliability programs

Collections for administration
of the electric regulatory
programs

$17,466,375

$ 293,015

$ 7,803,000

$ 2,046,122

2,373,892

$ 8,583,000

$ 2,673,000

2,913,000
Electric regulatory filing fees

Subtotal fees and annual assess-
ments, Parts II and III, FPA

Fees and annual assessments under NGA:

814,783 869,000 956,000

$ 1,107,800 $ 5,289,014 $ 6,542,000

Pipeline certificate fees
Collections for administration
of the natural gas pipeline
programs

Collections for administration
of the producer certificate
programs

Subtotal fees and annual
assessments, Natural Gas

$ 1,867,173 $ 1,660,000

5,211,017

300.000

$ 1,431,000

7,789,000

350.000

Act

Miscellaneous:

Sales of publications and
miscellaneous services

$ 1,867,175

12.766

$ 7,171,017

16,000

$ 9,570,000

16.000

TOTAL COLLECTIONS $20,454,1161/ $20,279,031.a/ $24,711,00021

1/ Includes $2,974,965 collected pursuant
pending outcome of litigation.

2/ Includes an estimated $12,460,031
which is under litigation.

3/ Includes an estimated $16,112,000 in a
which is under litigation.

to Order No. 427 and held in special deposit

in annual charges and fees pursuant to Order No. 427

nnual charges and fees pursuant to Order No. 427
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1973 1974 1975

2. APPLICATION OF FUNDS Actual Estimate Estimate 

Credited to "Micellaneous
Receipts" - U.S. Treasury:

Collections for Administering
Part I of the Federal Power
Act

Portion of collection from
projects on Federal lands

Portion of collection from
maintenance of navigatio

Collections for administering
the coordination and reliability
programs

Collections for administerii;
the electric regulatory programs

$ 2,744,688

26,851

213,7J2

293,015

$ 3,405,000

26,875

213,500

2,046,122

2,373,892

$ 3,685,000

26,875

213,500

X,671,000

2,913,000

Electric regulatory filing feos 814,785 869,000 956,000

Pipeline certificate fees
Collections for administeri-.,

the natural gas pipeline cograms
Collections for administeri.;

the producer certificate programs
Sales of publications and

miscellaneous services
Fines, penalties and other

forfeitures

Subtotal "Miscellaneous

1,867,175

12,766

232

1,660,000

5,211,017

300,000

16,000

1,000

1,431,000

7,789,000

350,000

16,000

1,000

Receipts"

Payment to various states
(371/2 of collections from
projects on Federal lands)

Payment to Reclamation funds
from headwater benefits and
projects on Federal lands

Special Fund for Department of
the Army, from headwater bene-
fits and navigation maintenance

Oregon and California Land

$ 5,973,214

80,553

1,536,396

659,009

$16,122,406

80,625

2,242,248

878,752

$20,054,375

80,625

2,623,453

997,547

Grant fund
Collections for use of Indian

lands

1,158

12,203,786

1,000

954,000

1,000

954,000

TOTAL PAYMENTS $20,454,1161/ $20,279,031! $ 24,711,00a/

1/ Includes $2,974,965 collected pursuant to Order No. 427 and held in special deposit

pending outcome of litigation.

2/ Includes an estimated $12,460,031 in annual charges and fees pursuant to Order No. 427

which is under litigation.

3/ Includes an estimated $16,112,000 in annual charges and fees pursuant to Order No. 427

which is under litigation.
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I. HYDROELECTRIC POWER REGULATION

Comparative Summary of Activity 

1973 1974
Actual Estimate

1975
Estimate

Change
from 1974

A. River Basin Appraisals

16Positions 14 16

Costs $ 244,331 $ 333,000 $ 368,000 +$ 35,000

B. Power Site Lands Applications

Positions 6 6 6

Costs 78,628 129,000 143,000 + 14,000

C. Projects Licensing

Positions 120 125 129 + 4

Costs 1,747,277 2,837,000 3,196,000 + 359,000

D. Accounting Surveillance

Positions 8 8 8

Costs 137,122 223,000 242,000 + 19,000

E. Project Inspection and Supervision

Positions 30 30 31 + 1

Costs 632,356 733,000 805,000 + 72,000

F. Formal Proceedings, Rulemaking and Litigation

Positions 22 24 25 + 1

Costs 233,423 534,000 613,000 + 79,000

G. Reimbursable Programs*

Positions (3)

Costs (109,606)

*Not included in program total

TOTAL HYDROELECTRIC POWER REGULATION

Positions 200 209 215 + 6

Costs $3,073,137 $4,789,000 $5,367,000 +$578,000
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I. HYDROELECTRIC POWER REGULATION 

1973 1974

Positions

1975
Change
from 1974 

200 209 215 + 6

The conventional hydroelectric generating capacity potential of
the United States is estimated to be about 180 million kilowatts.
With total electric power requirements expected to double during the
next ten years, the optimum utilization of this potential must be
fully tapped.

As of today, conventional and pumped storage hydroelectric
facilities constitute approximately 15 percent, or 60 million
kilowatts, of the Nation's electric power generating capacity.
About half of this, or some 31 million kilowatts is operated under
licenses issued by the Federal Power Commission.

Licenses have been issued since the enactment of the Federal
Water Power Act of 1920. In 1935 the provisions of that act, as
amended, were made a part of the Federal Power Act of 1935. As of
September 1, 1973, 627 licenses were in effect, covering more than
700 hydroelectric developments. The 372 projects under major license
represent an ultimate :enerating capacity of 42.5 million kilowatts.

Through its hydroelectric power regulation program, the Commission
oversees the development and operation of non-Federal hydroelectric
facilities. The Commission is responsible for the optimum utilization
of the Nation's potential waterpower resources within the guidelines
established by the Congress.

These responsibilities are carried on through the following
program activities:

A. RIVER BASIN APPRAISALS 

1973

Positions 14

1974 1975
Change
from 1974 

16 16 0

The optimum utilization of the Nation's water power potential
requires that proposed developments be consistent with comprehensive
basin plans for all beneficial purposes. Section 10(a) of the Federal
Power Act requires the Commission to follow such plans in Its licens-
ing decisions.

Where the basin plans are not complete or require updating.
the Commission undertakes river basin appraisal studies, first deter-
mining whether the data required are not available, or will not be
available through other Federal or State agencies. Priority is given
to those appraisals which are required for outstanding or upcoming
cases involving licensing, relicensing or possible Federal takeover.

In all studies, however, the Commission staff obtains all available
information from other agencies. The Commission staff then reviews
and analyzes these data, collects economic data pertaining to the
area, including projections of future development, collects and sum-
marizes data on existing water and related land resources developments
in the basin, and analyzes the impact of pending licenses on the
overall basin plans.

The Commission maintains an inventory of the Nation's
developed and undeveloped hydroelectric power resources. Approxi-
mately 3500 hydroelectric projects are included in this inventory.
These data are used for licensing work, power site land evaluations
and other program purposes. In addition, they are used by Federal,
State, local and international bodies, and industry, concerned with
water resources development.
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WORKLOAD-River Basin Appraisals 1973 1974 1975

On hand July 1 9 11 8
Received 4 2 4
Total Workload 13 13 12
Completed 2 5 5
On hand June 30 11 8 7

B. POWER SITE LAND APPLICATIONS 

Positicns

change

1973 1974 1975 frcrn 1974 

6 6 6 0

The United States, as of June 30, 1973, had approximately
15 million acres of land reserved for purposes of power development.

These lands cannot be used for purposes other than power
development unless the Commission determines that such use will not
injure or destroy the land for the purpose of power development.

The following workload includes only determinations under
Section 24 of the Federal Power Act. Additional workload generated
under the provisions of the Mineral Leasing Act of 1920 and the
Mining Claims Restoration Act of 1955, are not included. About 250
inquiries relative to the provisions of these two acts are processed
annually.

WORKLOAD 1973 1974 1975

On hand July 1 66 34 31
Received 98 86 86
Total Workload 164 120 117
Completed 130 89 89
On hand June 30 34 31 28

C. PROJECT LICENSING

Positions

Change
1973 1974 1975 from 1974

120 125 129 + 4

Since the passage of the Federal Water Power Act in 1920,

the Federal Power Commission has been licensing hydroelectric

facilities on navigable waterways, on any streams over which the

Congress has jurisdiction under its authority to regulate interstate

and foreign commerce, or on public lands or reservations of the

United States.

The licensing activity includes the issuance of preliminary

permits, the licensing of new facilities and facilities already

constructed but not under license, and the relicensing of hydro-

electric facilities having licenses which are expiring.

The workload of this activity not only remains at a high

level, but is increasing qualitatively as the number of economically

viable sites decrease, as the demands for alternative uses increase,

and as the regulative and judicial constraints, conditions and limita-

tions multiply. The National Environmental Policy Act of 1969, as a

single example, has placed upon the Commission increased staff workload,

and has delayed the processing of a large backlog of applications.

Preliminary Permits 

Extensive investigation and engineering and economic studies

are required to support the filing of a license application. To

preserve an applicant's priority rights over other potential appli-

cants while this information is being developed, the Commission may

Issue a preliminary permit for a period not exceeding three years.

29-353 0 - 74 - pt. 5 - 24
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WORKLOAD 

Preliminary Permit Applications 1973

On hand July 1 5
Received 3
Total Workload 8
Completed 3
On hand June 30 5

1974 1975

5 4
3 3
8 7
4 14
4 3

Licensing 

Licensing is a primary function of the Commission's hydro-
electric regulatory program. The licensing process is the vehicle
by which the Commission determines that the project fits into a
comprehensive plan of basin development, that its structures are
safe, and that it is otherwise in the public interest.

License applications fall into four major categories:
New Construction, Constructed Projects, Relicense, and Others.

WORKLOAD 

Hydroelectric Project Licensing

On hand July 1 
New Construction
Constructed Projects
Relicense Applications
Other Applications

Total

Received 
New Construction
Constructed Projects
Relicense Applications
Other Applications

Total

Total Workload 
New Construction
Constructed Projects
Relicense Applications
Other Applications

Total

Completed 
New Construction
Constructed Projects
Relicense Applications
Other Applications

Total

On hand June 30 
New Construction
Constructed Projects
Relicense Applications
Other Applications

Total

1973 1974 1975

19 19 17
134 135 125
62 71 63
275 288 278
TTU 513 483

1 14 4
14 5 5
9 2 2
96 110 110
110 121 121

20 23 21
138 140 130
71 73 65
371 398 388
Mforf 77 TOT

1 6 6
3 15 20
0 10 10
83 120 124
87 151 ITT

19 17 15
135 125 110
71 63 55
288 278 264
513 TTT 444

The number of applications for new projects has been increas-
ing, primarily for pumped-storage hydroelectric facilities. Many
of these complex developments are contested and require a hearing.
Since licenses may be granted for up to 50 years, the terms and
conditions to be imposed require thorough background preparation.
The effect of the design, construction, and operation of the project
on public safety, on fish and wildlife resources, on scenic and
recreational values, and the extent of minimum flows necessary for
the protection of water quality and fishery resources must be examined.
In addition, the effect of proposed steam-electric generating plants
and other industrial uses of hydroelectric project reservoirs upon the
thermal and chemical properties of project waters must be determined.
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There are many projects that are not yet licensed by the
Commission. To provide for their continued operation in a manner
best utilizing the water and land resources, and to require their
contribution to the costs of administering Part I of the Act, is in
the public interest. There continues to exist a sizable backlog of
applications for these unlicensed projects. Most of the steps
required in processing these applications are the same as those for
new project proposals.

Relicense applications, like initial applications for
license, require similar processing from filing to final action by
the Commission. The Commission must determine whether the project
is to be relicensed or a recommendation is to be presented to the
Congress for takeover of the project by the United States. If the
latter alternative is cliosen, the severance damages must be computed
and the net reimbursement to the owners must be determined.

In addition to the above, the Commission must act upon a
large number of other applications involving amendments, transfer
and surrender of licenses and changes in land and water rights of
existing projects. Many of these applications include proposed new
construction, addition of new capacity, or other major change in
project operation. Such applications must, consequently, receive
the same reviews, analyses and environmental consideration as would
an application for license.

The above constitutes a major workload in terms of assuring
conformance with the basic plans for optimum utilization of the water
resources, the review of engineering and economic detail, safety
determinations, and impacts at the local, state, and Federal levels.

In addition, environmental considerations and measures to
protect and enhance natural resources have assumed increased impor-
tance in recent years.

Project Environment and Conservation 

Licensed project lands and waters provide a tremendous
potential for recreational use and development, including fishing
and hunting. This is illustrated by the Commission's 1969 inventory
of these resources (Form 80) which showed that 555 project-developments
under license had a combined water surface area of 1,934,650 acres
with a total shoreline of 22,100 miles. Recreation facilities
included: 5,830 access areas; 2,264 boat ramps; 1,134 bathing areas;
1,349 picnic areas; and 971 camping areas. Commission regulations
provide for evaluation of each applicant's and licensee's plans for
development of recreation (Exhibit R); for fish and wildlife preser-
vation and development (Exhibit S); and for the protection and
enhancement of the natural, historic and scenic values and resources
of the project (Exhibit V); consistent with the public interest and
the requirements of the Federal Power Act. Commission regulations
issued pursuant to the National Environmental Policy Act of 1969
require the filing of a detailed environmental report (Exhibit W) with
most applications for license or amendment of license.

WORKLOAD

Project Environment and Conservation 1973 1974 1975

On hand July 1 341 483 447
Received 530 458 458
Total Workload 871 941 905
Completed 388 494 435
On hand June 30 483 14147 1470
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We are attempting to reduce the existing backlog of pending
applications, while keeping up with the augmented workload occasioned
by regulations pertaining to environmental matters at licensed projects,
which includes requirements for preparing staff draft and final
environmental impact statements. The Greene County Decision
(455 F. 2d 412) and the Commission's subsequent adoption of Order
No. 415-C is estimated to have more than doubled the amount of staff
work required to process an application for license. In addition, an
increasing number of requests are being received for Commission approval
of the use of licensed project reservoirs and lands for non-project
purposes. Each of these requests, if considered in isolation, might
not cause significant effects on the human environment. The cumulative
effects of many requests involving the same reservoir could, however,
cause significant environmental effects. It is necessary, therefore,
in order to comply with the requirements Of the National Environmental
Policy Act of 1969, for staff to make in-depth analyses of not only
the immediate action proposed but of all probable future actions of
similar nature that could have cumulative effects. Large reservoirs,,
such as many of those under FPC licenses, attract housing develop-
ments, motels, and other commercial developments around their
perimeters. The cumulative effects of such developments on the
reservoir and adjoining project lands including discharges of sewage
effluents into the reservoir, must be evaluated, and necessary
controls must be imposed to ensure that public use of project lands
and waters will not be seriously impaired.

D. ACCOUNTING SURVEILLANCE 

1973

Positions 8

1974

£3

1975

9

Change
fran 1974 

Detailed accounting analysis of the original plant cost
(including depreciation) is made of licensed projects from the •
licensee's statement of "Actual Legitimate Original Cost." Subse-
quent detailed accounting reviews are made of additions, retirements,
and depreciation over the license period. Field work is necessary
to comply with Section 4(b), Part 1 of the Federal Power Act and to
help determine the basic figures for relicensing or recapture.

WORKLOAD 

Audits Completed 1973 1974 1975 

17 17 17

The Division of Audits' goal is the completion of audits of
17 licensees in 1974 and 1975. The above level of audits is necessary
to maintain an audit cycle of approximately 5 years.
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E. PROJECT INSPECTION AND SUPERVISION 

1973 1974

30 30

137r;
Chango
from 1974

31 + 1

Inspection and supervision of licensed projects by
technically trained personnel are required to ensure that projects
are constructed, maintained, and operated in accordance with
approved plans, license conditions, and sound engineering practice.
Project safety is a paramount consideration. Many projects have large
reservoirs and failure could cause loss of life and widespread
destruction of property. Inspections are also made to ensure that
adequate provisions are made for the safety and comfort of the rec-
reational users of the project.

Monthly inspections are made of projects under construction,
while operating projects are inspected annually. Also, pre-licensing
inspections are made of constructed developments for which licensed
applications are pending.

The number of inspections required will increase steadily as
new plants are constructed and as licenses are issued for existing
projects.

Most of the new projects are pumped-storage developments with
the upper of two reservoirs constructed at high elevations. The
complex technical problems associated with these facilities require
more staff surveillance and attention. For example, the $500 million
Cornwall Project on the Hudson River is scheduled to be under con-
struction in 1975. Projects of this magnitude require the attention
of a full-time inspector, and we are requesting one additional
position for this purpose.

WORKLOAD 

Inspections 1973 1974 1975

866 975 1,030

F. FORMAL PROCEEDINGS. RULEMAKING AND LITIGATION Charm

1973 1974 1975 from 1974 

Positions 22 24 25 + 1

License applications for proposed and constructed projects
often proceed to formal hearings and court litigation. The
probability that hearings and litigation will follow the initial
processing is increasing. The Commission's responsibility to "assure
an abundant supply of electric energy throughout the United States
with the greatest possible economy and with regard to the proper
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utilization and conservation of natural resources" has been addition-
ally expanded by Congressional action and increased public interest
to require litigated inquiry into ecology, water quality and esthetics
as well as recreation, fish and wildlife resources, and coordinated
planning and operation of hydroelectric projects. Many proceedings
involve direct participation by other Federal agencies, State agencies,
independent private parties, and consumer and wildlife groups.

In these proceedings, the staff is required to prepare tech-
nical exhibits, prepare written testimony and to assist staff counsel
in his examination and cross-examination of witnesses. The Commis-
sion's regulations require that staff's final environmental impact
statement be placed in evidence at the hearing, and staff is subject
to cross examination on the statement. Staff counsel works closely
with technical advisors, and prepares briefs in support of staff posi-
tion. Where a decision is issued by a presiding Administrative Law
Judge, the staff prepares exceptions or opposes exceptions of other
parties thereto, presents oral argument before the judge or the Com-
mission when required, and in the event review is sought in the
courts, represents the Commission in those proceedings. The aug-
mented interest in these licensing proceedings has resulted in greater
participation of parties and hence in greater complexity of issues to
be considered and resolved.

An important hearing that is underway in Fiscal Year 1974
involves the location of a transmission line from the Blenheim Gilboa
pumped storage project in New York. Also underway are two hearings
involving applications for relicensing projects wherein portions of
the projects occupy Indian lands and recommendations for Federal
takeover have been made. Two other important hearings that will get
underway in Fiscal Year 1974 involve an application for license for
the proposed Davis pumped storage project in West Virginia, projected
to have an installed capacity of one million kilowatts and the pro-
posed enlargement of Ross dam of the Skagit River Project in Washington.

Hearings are anticipated beginning in Fiscal year 1974 and
continuing through Fiscal Year 1975 with regard to other proposed
projects and projects subject to relicensing or Federal takeover.
Hearings are also anticipated because of alleged violation of license
conditions or complaints relating to conservation of fish and wild-
life, minimum flows, and other requirements. Commission decisions
must consider all social and economic effects and be supported by
documented staff analyses.

In several current proceedings, use is being made of the
expertise, laboratories, and other facilities of other agencies
to develop ecological and environmental effects studies. Such
studies can require appreciable effort and expense.

WORKLOAD 

Formal Proceedings

On hand July 1
Initiated
Total Caseload
Completed
On hand June 30

1973 1974

9 11
3 13

12 24
1 4
11 20

1975

20
11
31
7

214
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II. ELECTRIC PUWER INDUSTRY SYSTEMS EVALUATION 

Comparative Summary of Activity 

1973
Actual

1974
Estimate

1975
Estimate

Change
from 1974

A. System Analysis and Evaluation

41

$ 887,000

41

$ 981,000 +$ 94,000

Positions 41

Costs $ 698,867

B. Reliability Analysis

Positions 54 55 57 + 2

Costs 960,243 1,277,000 1,388,000 + 111,000

C. Environmental and Fuel Analysis

Positions 20 21 23 + 2

Costs 462,823 549,000 620,000 + 71,000

D. National Power Surveys

Positions 17 17 17

Costs 253,964 380,000 449,000 + 69,000

TOTAL ELECTRIC POWER INDUSTRY SYSTEMS EVALUATION

Positions 132 134 138 + 4

Costs $2,375,897 $3,093,000 $3,438,000 +$345,000

II. ELECTRIC POWER INDUSTRY SYSTEMS EVALUATION 
Change

1473 1974 1975 fran 1974

Positicro 132 134 138 + 4

The Federal Power Act directs the Federal Power Commission to
gather information on all aspects of the electric power industry and
on the relation of such facts to the dev elopment of navigation, indus-
try, commerce, and the national defense. The results of investigations
are to be reported to the Congress, including recommendations for legis-
lation. A key consideration in such investigations and recommendations
is the concern expressed in the Act for "assuring an abundint supply
of electric energy throughout the United States with the greatest
possible economy and with regard to the proper utilization and conser-
vation of natural resources."

Through the Electric Power Industry Systems Evaluation Program,
the Commission monitors the performance, problems and trends of the
industry as they relate to national goals, both in the short term and
the longer term. Detailed analyses are made of regional electric power
supply adequacy, considering projected loads, available capacity,
anticipated schedules for completion of new facilities, system inter-
connections and other factors. Factors involved in regional electric
power reliability are analyzed with the help of industry reports on
service interruptions, plans for coordination, emergency plans, regional
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facility additions, and delays in construction. Problems of fuel supply

and air and water environmental impacts are examined to 
identify

potential conflicts between energy needs and environment
al regulations

and to develop plans for their resolution. Broad power surveys are

conducted to maintain a balanced overview of the patterns o
f industry

development and changes which can serve as a valid basis fo
r Commission

policies and actions and its recommendations to the Congres
s.

A. SYSTEMS ANALYSIS AND EVALUATION 

Positions

1973 1974 1975

41 41 41

thange
fran 1914

This activity includes short-term predictions of power

system loads and associated analyses of bulk power system 
capabilities;

semi-annual analysis of the Nation's power system load-supp
ly conditions;

analyses of utility fuel reports including special studies 
of fuel

problems involved in mining and transportation stoppages, s
tudies of

industry structure, analyses of price elasticity of electricity
 demand,

and merger guidelines for electric utilities; investigations to
 deter-

mine the adequacy of markets for and the value of power fro
m hydro-

electric projects; and analysis of reports and preparation of 
analytical

data for annual or other periodic supplements to Commission
 publications;

the analysis of historical data and current industry inform
ation,

development of trends, projection of future development pattern
s and

cost information; and preparation of reports .used to support othef

programs of the Commission.

B. RELIABILITY ANALYSIS
Change

1973 1974 1975 frun 1974

Positions 54 55 57 + 2

The Federal Power Commission's Power Supply and Reliability

functions have been of increasing importance over the past fiscal

year, and it is expected that these functions will continue to

grow in importance as the energy shortage becomes more acute.

Recently the Commission has undertaken the task of evaluating the

effect of State and Federal environmental control regulation on

system reliability. This program is being carried forward in con-

junction with the National Electric Reliability Council, other Federal

agencies, and officials of the State governments who are responsible

for air quality and utility regulation.

The Commission staff also is supplying witnesses to testify

in other Federal agency hearings (particularly, the Atomic Energy

Commission) as to the effect on system reliability of the failure to

bring into timely operation various nuclear facilities.

The Commission staff has actively participated in the work

of Committees and Boards in pursuing specific problems of fuel

shortages during the past year in addition to their longer-range

activities related to future energy needs and the development of

recommendations concerning national energy policy considerations.

The increasing shortages of fuel oil and natural gas will require that

this work be carried forward in fiscal years 1974 and 1975.

The contiguous 48 states are now covered by nine regional
councils and the National Electric Reliability Council, which includes

representatives from the nine organizations. The Federal Power

Commission and State regulatory commissions participate on a non-

voting basis in the work of the councils which requires a significant

amount of staff time. A tenth Regional Reliability Council has been

established in Alaska.

The Commission periodically confers with groups of State

utility commissioners from each reliability council region; as a

result, seven regional Federal-State regulatory agency staff coordi-
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nating groups have been established to work with the 
reliability

councils to assess the reasonableness and validity of the 
load-

facility objectives and to assist in their implementation.

The Commission envisions a significant expansion in 
coopera-

tive efforts with the various State utility commissions on 
matters

concerning certification of generating plants and transmission

facilities. Public concern about esthetics, pollution, infringement

on individual rights, etc., has produced many more problems 
than were

experienced prior to the last several years. The Commission is

concerned with stimulating effective programs of cooperation 
and

participation to deal with these problems as they affect the 
electric

power industry.

Power pools and similar but less formal coordinating groups

are instruments by which individual utilities seek to achieve the
reliability, economies and other advantages of much larger systems
while retaining their separate corporate identities. Many medium and

small systems as well as larger systems, are members of power pools
and thereby participate in area coordination.

Studies will be carried forward during fiscal years 1974 and
1975 to show, by detailed comparison of benefits and costs, the gains
that can be realized by interconnection and coordination of power
facilities. Each of the proposals to do so will require staff analysis
of the effects of coordination on each of the systems involved.

The Commission has undertaken a comprehensive study of power
system design and operation from the standpoint of bulk power supply
reliability. It has encouraged the adoption of programs of improved
cooperation and coordination between interconnected utilities and
procedures and standards by individual utilities which would lessen
the likelihood of widespread power failures. Efforts are being made
to coordinate the actions of the Commission with the State utility
commissions to develop load relief and load curtailment programs by
electric utility systems for mutual assistance in times of emergency.
Considerable amounts of staff time are required in efforts directed
to problems of this type and in field investigations of significant
power failures and system reliability problems.

_

The Commission has undertaken an investi‘ration of conditions

involving the availability and distribution of petroleum and natural

gas to the electric power industry. The Commission is also partici-

pating with other general agencies in the allocation of petroleum

supplies.

C. ENVIRONMENTAL AND FUEL ANALYSIS

Positions

1973 1974 1975
Clanae
f rcrn 1974

20 21 23 + 2

The environmental and fuel analyses activity involves studies,
reports, and associated activities related to the Commission's
policies and practices having to do with power plant fuels and fuel
problems and the impact of generating plants and other electric facili-
ties on the environment. The fuel matters involve sources of supply,
transport, stockpiles, quality and cost aspects and similar considera-
tions. The environmental programs are concerned principally with air
and water quality effects of steam-electric plants, but also involve
environmental impacts of other electric system facilities such as
esthetic effects of transmission line installations, investigations
of environmental control regulations on electric utility'fuel supplies
and other aspects of generating plant operation.

Beginning in FY 1971, the Commission utilized and will
continue to utilize FPC Form 67 to obtain industry information on
fuels used by about 800 electric utility generating plants. The
Information serves needs of both the Commission and the Environmental
Protection Agency as to the disclosure of sulfur, ash and moisture

(
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content of fuels, technical and cost data on flue gas cleaning equip-
ment, sources of cooling water, types of cooling equipment, temperature
changes in cooling water, water pollution control operations, and
other information useful in the development of rational pollution
abatement programs. Additional data on fuel quality and cost are
obtained through reports utilizing FPC Form 423. These data are of
interest not only to the FPC but to the Environmental Protection
Agency and offices concerned with emergency planning and energy policy:.

The.water quality studies involve various types of cooling
systems and water requirements; projections of cooling water require-
ments and plant siting problems related to cooling water requirements;
costs of different types of cooling systems; research and development
programs related to dissipation of waste heat from thermal power
plants; analysis of water quality monitoring systems; and the evalua-
tion of technical methods for determining the effects of power facilities
on freshwater, ocean, estuarine and marshland ecosystems.

Studies are conducted to define and correlate the inter-
relationships of regional electric power requirements and various
environmental factors. The results are intended to lead to guide-
lines and policies for siting power facilities such that energy and
environmental values will be acceptably balanced.

D. NATIONAL AND ALASKA POWER SURVEYS 
Change

1973 1974 1975 firm 1074 

Positicns 17 17 17 0

The major power survey activity of the Commission is the
National Power Survey, a continuing Commission effort to provide
projections of the possible patterns of industry development over
the next twenty years. The Survey considers the present character-
istics of the industry, the various forces for change acting upon it,
the technical options available or likely to be available in equipment,
operations, fuel and other factors, and the effect of the options on
cost, reliability, environmental impacts, use of energy resources and
other qualities of national significance in the use of electric
energy. Information developed by the National Power Survey contributes
to the effective discharge of Commission responsibilities to promote
and encourage the economy, adequacy and reliability of electric power,
to effect efficient utilization and conservation of natural resources,
to encourage the voluntary interconnection and coordination of electric
utilities throughout the United States, and to inform the Congress,
industry and the public of these matters.

The Commission believes that the studies requisite to the
continuing survey will be of special value in assessing the major
tasks of the power industry and how they should be met now and in the
future. In addition to the end product reports, much benefit is ^--,
expected to accrue, as it already has, from the cooperative associa-
tion among the members of Advisory Committees and others in the indus-
try assisting them, and with the Commission and members of its staff.

The continuing National Power Survey will be directed to the
major issues of the national power situation as identified in the
report published in April 1972 and to other timely problems as they
develop and affect the utility and public interests.

The current National Power Survey effort is composed of two
major phases: (a) the work of the Technlcal Advisory Committees (all
of whose meetings are open to the public) culminating in reports to
the Commission with identification of key issues and recommendations
for dealing with them, and (b) the work of the Commission's Power
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Survey staff in separate analyses of problem areas, in evaluating the
reports submitted by the Technical Advisory Committees and in pre-
paring the Commission's own reports and recommendations.

The following Technical Advisory Committees will address the
major policy issues relative to the electric utility industry and its
regulation:

Technical Advisory Committee on Power Supply

Technical Advisory Committee on Fuels

Technical Advisory Committee on Finance

Technical Advisory Committee on Research and Development

Technical Advisory Committee on Conservation of Energy

Technical Advisory Committee on the Impact of Inadequate
Electric Power Supply

During FY 1973 a large part of the staff effort has been in
support of the five current Technical Advisory Committees and their
15 subordinate Task Forces. A considerable staff effort in support
of the existing Technical Advisory Committees will continue through
the first half of FY 1974, as the committees develop their final
reports. Simultaneously, staff effort will be increasing on the
Commission's own analyses, with reports scheduled for the first half
of FY 1975. It is expected that new Technical Advisory Committees
may be appointed from time to time to deal with additional topics the
Commission finds to be significant to the Nation's future electric
power supply.

Power Survey work also involves other projects of a less
comprehensive scope and nature such as the Alaska Power Survey. Work
is under way and a major updating of the Alaska Survey is scheduled
for completion during FY 1974. The discoveries of major gas and oil
deposits in the Prudhoe Bay area and the plans to develop these
resources will have pronounced effects on electric power system
developments in Alaska. The updating of the Alaska Survey will
analyze the impact of such developments and suggest possible patterns
for electric system development in that area. Most of the updating
work is expected to be done by the Commission's staff in cooperation
with advisory groups.

The advisory groups currently established for the Alaska
Power Survey are the following:

Executive Advisory Committee

Technical Advisory Committee on Economic Analysis
and Load Projections

Teohnical Advisory Committee on Resources and Electric
Power Generation

Technical Advisory Committee on Coordinated System Develop-
ment and Interconnection

Technical Advisory Committee on Environmental Considerations
and Consumer Affairs

The membership of these advisory groups includes representa-
tives of privately owned (I person), publicly owned (3 persons), and
cooperatively owned (9 persons) utilities, state and federal govern-
ment (6 and 10 persons respectively), the University of Alaska (2
persons), and other citizen interest groups (3 persons).
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III. ELECTRIC POWER UTILITIES REGULATION

Comparative Summary of Activity

1973 1974
Actual Estimate

1975
Estimate

Change
from 1974

A. Electric Power Utility Rate Surveillance

9Positions 9 9

Costs $ 169,611 $ 200,000 $ 222,000 +$ 22,000

B. Accounting Surveillance

Positions 55 55 55

Costs 1,269,373 1,451,000 1,585,000 + 134,000

C. Rate Filing and Corporate Application Analysis

Positions 44 43 44 + 1

Costs 966,468 1,114,000 1,234,000 + 120,000

D. Formal Proceedings, Rulemaking and Litigation

Positions 39 47 52 + 5

Costs 600.227 768.000 950,000 + 182,000

TOTAL ELECTRIC POWER UTILITIES REGULATION

Positions 147 154 160 + 6

Costs $3,005,679 $3,533,000 $3,991,000 +$458,000 

Positicns

Change
1973 1974 1975 &cm 1974 

.147 154 160 + 6

Each year consumers use more and more electricity and each
year the electric industry must expand its facilities to meet the
growing demand. This expansion - an average annual rate of about
seven percent - is transpiring in an industry which, in terms of
investment in physical facilities, is already the Nation's largest.
The fact that the expansion is taking place in a period of rising
prices and increased public concern with environmental and service
reliability considerations puts considerable upward pressure on rate
levels.

In order to meet the growing demand for electricity, the
industry has accelerated a trend toward more extensive interconnection
and coordination of facilities. This not only enhances reliability
of service but it also enables the industry to realize, and pass on to
consumers, the benefits and economies of diversity and large-scale
production. System planning and operation has changed from an
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individual company orientation to a coordinated inter-utility and
Inter-pool framework. The volume and complexity of agreements and
rate schedules reflecting these changes are in turn increasing the
Commission's regulatory burden.

The Commission has the sensitive and difficult task of assuring
that the interstate wholesale electric energy provided by the
industry is offered at rates and under conditions that are fair and
equitable to both buyers and sellers. Over the past several years,
the Commission has carried out this task through three basic procedures:
(1) surveillance of industry practices and services; (2) analysis
of industry rate filings and other regulated corporate transactions;
and (3) legal proceedings where necessary to ensure that all factors
in disputed matters are thoroughly investigated before a Commission
decision is made.

A. ELECTRIC POWER UTILITY RATE SURVEILLANCE 

Positions

thancrt
1973 1974 1975 frcrn 1974 

9 9 9 0

The Federal Power Act requires that all interstate wholesale
transactions and related contracts be just, reasonable, fair and
nondiscriminatory. The Commission conducts a rate investigation
program based on continual surveillance of the wholesale rate struc-
ture of electric utilities. Investigations are of several types:
cost of service studies, post-filing investigations, and utility
performance and inter-system planning and operation studies.

The factors which determine a utility's cost of providing
service are complex and the components thereof are subject to constant
change. The Commission staff analyzes those factors, reviews their
cost, and relates the cost to the revenues produced by the utility's
rate structure to determine if changes in rate level or rate structure
are warranted. The cost of providing electricity varies significantly
from utility to utility. To assure that individual utility rates
are Just and reasonable, it is necessary to examine the utilities'
costs on an individual basis rather than collectively. Many of the
forthcoming investigations will be detailed and complex cost of
service studies to ascertain the effects of the rising cost of money,
and other inflationary pressures, on the overall cost of providing
service. The present trend toward an increasing number of intercon-
nection and coordination arrangements will also dictate that more
staff time be devoted to analyses of coordinated operations.

There are a variety of terms and conditions in rate schedules
in addition to the specific rates for kilowatts and kilowatt-hours.
An example of such a provision is fuel adjustment clause which
increases or decreases the charge for electricity to reflect
changes in the price of fuel. Unless such clauses reflect current
prices and current operating conditions, they may result in improper
charges to consumers. Provisions of this nature are the subject of
post-filing investigations.

In addition to inflationary pressures and escalating fuelcosts, a utility's high rates may result from excessive earningsor from abnormally high capital or operati'g costs. Through ananalysis of system opelation and planning, the Commission maysuggest specific remedial measures for reducing such costs
including the possibility of further coordination with adjoiningsystems.

Our goal is to continue the several types of rate surveillance
activities to the extent permitted by an increasingly heavy influx
of wholesale electric rate increase filings. Each of these requires
the staff to prepare a preliminary cost of service analysis so
that the Commission can be advised whether the proposed increase
is reasonable and should be accepted, or whether it appears to be
excessive and should be suspended and a formal hearing initiated.
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B. ACCOUNTING SURVEILLANCE 

1973

Positicsis 55

1974

55

1975

55

Change
from 1974

0

This program involves the maintenance and surveillance of
uniform accounting and reporting requirements. The main objective
of the program is to assure that reliable, up-to-date financial and
operating data are available for the regulatory functions of the
Commission by ensuring that the books and records are in conformance
with the Uniform System of Accounts. Special subject reviews are
also done. The purpose of these reviews is to develop across-the-
board information of pertinence to the Commission in its deethion
making processes and to determine the effectiveness of the
implementation of Commission policies and regulations.

Site- audits of company records are made to determine compli-
ance with the Uniform System of Accounts and to assure that financial
reports filed with the Commission are supported by these records.
During 1974 and 1975 we plan to perform about 37 and 39 audits,
respectively.

There is a continuous program of updating and interpreting
the Commission's Uniform System of Accounts for Public Utilities
and Licensees which has been prescribed for electric utilities
and licensed projects. Work is also generated by specific requests
from industry, the Commission and others. In addition, the report-
ing requirements of the Commission are constantly undergoing analysis
for possible revision and modernization for better and more
efficient reporting and better usage of data by the Commission.
Extensive analysis and research work is necessary.

Selective reviews are made of accounting, financial and
statistical data in annual reports filed by 213 electric utilities.
If system-wide deficiencies are uncovered, remedial action is taken on
an industry-wide basis.

In addition, financial reviews are planned so that the Com-
mission can maintain a continuing surveillance of the company's
working capital position and its source and use of funds. The
purpose of these reviews is to alert the Commission to potential
financial problems.

The implementation of the Regulatory Information System will
permit us to carry out our accounting surveillance responsibilities
with greater efficiency and dispatch.

To perform our surveillance responsibilities effectively,
we must keep abreast with the thinking in the ever-changing accounting
world. The recent inauguration of a full-time Financial Accounting
Standards Board to replace the part-time board is expected to
result in many more accounting pronouncements for the accounting pro-
fession than in the past. Pronouncements of the new Board must be
considered in detail for applicability to our regulatory accounting
requirements. The constantly increasing number of changes creates a
situation whereby to convert and implement new generally accepted
accounting principles into proper accounting instructions for the
regulated industry, more and more man hours must be spent on coordina-
tion, administrative requirements of rulemaking and final preparation
of Commission Orders.

With the ever-changing climate in the socio-political-tax
legislation area it is essential that we remain abreast of current
tax legislation, maintain liaison with the Internal Revenue Service,
prepare tax impact studies, and assist in preparation of tax rulemak-
ing and related implementing orders.

Even with the increasing complexities of our work, the heavy
demands on staff time for training purposes during the implementation
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stages of the Regulatory Information System, the many inevitabledifficulties and tribulations inherent in the conversion process,and the need for careful audit of input data to the system, webelieve that with careful planning and maximum utilization of man-power, we can carry out our accounting surveillance activities with-out an increase in accounting positions.

WORKLOADS 1973 1974 1975 

Audit of Company Records 36 37 39
Uniform Accounting Projects 259 280 280
Financial Review of Reports 213 213 213
Systems Review Reports 213 213 213

C. RATE FILING AND CORPORATE APPLICATIONS ANALYSIS 
Ovum

1973 1974 1975 tran 1974 

Positions 44 43 44 + 1

Public utilities are required by the Federal Power Act to
file all rates and charges for any transmission or sale of electric
energy subject to Commission jurisdiction. The control of electric
rates, through the filing procedure, is the Commission's most
direct means of regulating the sale for resale of interstate electric
power. In addition to action resulting from analyses of filed rate
schedules, the knowledge that rate schedules and service agreements
are subject to Commission review acts as a stimulus to maintenance
of appropriate rate levels and the elimination of unjust or
unreasonable terms and conditions.

Although most rate schedule filings relate to sales of
electric energy at wholesale by large electric utility companies ,
to all-requirements distribution systems, an increasing number of
rate filings consist of agreements covering coordinated operations
among large utilities. The increasing number of interconnection and
coordination arrangements reflects realization by the utilities that
maximum engineering and economic benefits result from such operations.
Pool operations facilitate the planning and installation of generating
units and transmission capacity on a one-system basis. Inter-
connection agreements that are somewhat less broad in scope provide
for mutual obligations and responsibilities of the parties for the
purpose of obtaining maximum operating benefits. In connection with
both kinds of agreements, the staff reviews and analyzes the agree-
ments to determine whether they are sufficiently definite to provide
sound working arrangements, yet sufficiently flexible to meet changing
conditions, and that there is sound and equitable sharing of the
costs and benefits of such services.

The Commission anticipates a continuing increase in complex,
coordination arrangements among large utilities and more of the
Commission staff's time is expected to be devoted to such filings.
For the five year period ending with Fiscal Year 1970, rate schedule
reductions aggregating nearly $28 million were accepted for filing -
a period in which the cost-of-living index increased by approximately
25 percent. Beginning in the latter part of FY 1970, however, and
continuing through FY 1973, the rising cost of money, fuel, labor,
and equipment for system expansion as well as other cost increases
have halted what was a declining overall unit cost of electricity.
Unit costs are on the increase. Rate reductions accepted for filing
in FY 1973 totaled about $270,000 while rate increases suspended
amounted to about $63 million with another $16 million in rate
increases accepted for filing.
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In FY 1973 we received nearly 3,200 electric rate filings,

a substantial increase over the 2,000 electric rate filings
received in FY 1972. Work was completed on about 3,100 of the fil-

ings thereby increasing our backlog by approximately 100 filings.

It is anticipated that we will receive approximately 3,100 filings

in FY 1974 and 3,200 in FY 1975. The workload for this program is

not subject to control by the Commission; by statute, filings of
changes in most rate schedules must be reviewed, analyzed, and pro-

cessed within 30 days.

The number of proposed rate increases continues to rise.
Rate increase filings take considerably more time to process than

do other rate schedule filings. When proposed rate increases are
submitted for filing, the staff must analyze the filings with a
view towards recommending acceptance, rejection, or suspension of

the rate increase with possible initiation of full scale formal
proceedings. When the proposed increase is for an amount of
$50,000 or more, the utility is required to submit testimony and ex-

hibits which would serve as its case-in-chief in the event the
matter is set for hearing. The filing utility must also submit a
cost-of-service study involving fifteen supporting statements. All

such data must be thoroughly analyzed by staff. In addition, rate

increase proposals usually result in interventions and protests sub-
mitted by wholesale customers of the filing utilities.

WORKLOAD - Rate Filings

On hand July I
Received
Total Workload
Completed
On hand June 30

1973 1974 1975

598 704 704
3184 3100 3200
3782 3804 3904
3078 3100 3100
704 704 804

Analysis of corporate applications ensures that certain
industry transactions which may influence rates, reliability, and
adequacy of service are in the public interest. The program consists
of reviewing, analyzing, and evaluating certain proposed security
issues; leases, mergers, and consolidations; acquisitions and dis-
positions of property; permits for construction of border facilities;
emergency interconnections; and applications to export power from the
United States. Each of the elements within this subprogram is
specifically required by the Federal Power Act and reflects Congress'
intent that precautions be taken against corporate abuses.

The Commission has had occasion to consider a number of
merger proposals in the past, and it is anticipated that such proposals
will continue to be made in the future at about the same rate.
Approval of a merger application is contingent upon an affirmative
showing that the merger, in the particular circumstances of the
applicant, is consistent with the public interest. It is not a
problem that is easily resolved since a great number of factors
must be taken into consideration, such as the effect on the appli-
cant's operation costs and rate levels, the contemplated accounting
treatment, reasonableness of the purchase price, whether there was
coercion into acceptance of the merger, and whether the consolida-
tion will impair effective regulation at the Federal and State
levels.
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High interest rates have caused many companies to postpone
issuing permanent securities and, in lieu thereof, to turn to the
device of issuing short-term notes and commercial paper. Since
many of the states which regulate the issuance of permanent securities

are not authorized to regulate the issuance of short-term notes,
utilities whose financing transactions have been previously exempted
from Commission regulation are now finding it necessary to apply for
FPC approval of their short-term note issuances.

WORKLOAD - Corporate Application Analysis 

1973 1974 1975 

On hand July 1 35 33 28
Received 93 100 100
Total Workload 128 133 128

Completed 95 105 105
On hand June 30 33 28 23

D. FORMAL PROCEEDINGS, RULEMAKING AND LITIGATION 
Change

1973 1974 1975 from 1974

Positions 39 47 52 + 5

Because of inflationary conditions, the most pressing pro-
ceedings, some of which may be expected to develop into formal
proceedings, involve proposed rate increases by utilities. Also,
as they have in the past, additional formal proceedings are
expected to continue involving restrictive contract provisions,
inter-connections, power pools, mergers, accounting requirements and
other matters affecting the regulation of privately owned electric
utilities. Formal proceedings may be the result of complaints,
petitions or applications or they may be initiated by the Commission.
Not all electric utility cases pass through the hearing and briefing
stages. Frequently the parties are able to resolve the issues by
way of settlement to the satisfaction of the Commission in the public
interest. When this fails, however, full scale hearings becdme
imperative. When such hearings occur, it generally is necessary for
the staff to develop a case and present its position before an
administrative law judge. Direct testimony must be prepared and
submitted for cross examination. Other witnesses must be cross
examined, staff briefs must be prepared, briefs of other parties
must be analyzed and oral arguments prepared and presented.

During the 1960's, the number of formal cases initiated had
averaged about eight per year. However, beginning in FY 1971, the
number of proposed electric rate increases submitted to the Commis-
sion began to increase at an unprecedented rate. During FY 1971,
53 formal cases were initiated, nearly seven times the earlier
average. By increasing the staff through a supplemental budget
request, we were able to complete 31 cases, but the backlog nearly
doubled leaving 50 formal cases pending at the beginning of FY 1972.
The trend which began in the latter part of FY 1970 continued
through FY 1973. Forty-five cases were initiated in FY 72 and 56 in
FY 1973. These 56 new cases added to the 60 pending at the beginning
of the year results in a record workload of over 100 cases for the

p.
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current fiscal year. We were able to complete work on 20 cases in
FY 1973, but this still leaves a balance of 96 cases on hand at the
beginning of FY 1974. This compares with 50 cases on hand at the
beginning of FY 1972 and 60 at the beginning of FY 1973. The 96
pending cases include 58 cases proposing rate increases totaling
nearly $121 million. As of the end of FY 1973, there were an
additional 10 cases involving proposed increases of more than
$65 million that had been filed, but were still under staff analysis
and not yet reported to the Commission. Current trends in the
electric power industry indicate that the presently expanded workload
level can be expected to continue for several more years.

Antitrust issues are being raised in more and more cases in
light of the U.S. Supreme Court's decision in Otter Tail Power 
Company v. United States and Gulf States Utilities Company v. Federal 
Commission, et al. It can be anticipated that this issue will continue
to be raised so that additional staff effort will have to be devoted
to consideration of this matter. The Commission has issued an order
concerning future test year data for all rate filings involving
increases of more than a million dollars. Companies will be required
to file unadjusted cost-of-service data for the most recent twelve
consecutive months of actual experience plus estimated cost data for
the twelve-month period beginning on the proposed effective date of
the rate increase. A proposed rulemaking has been issued in Docket
No. R-479 governing fuel cost adjustment clauses. We anticipate that
implementation of this rulemaking will involve a large number of
filings of new fuel cost adjustment clauses by utilities subject to
the Commission's jurisdiction. The initial stages of processing rate
applications under these new regulations will put an additional burden
on the staff.

WORKLOAD - Electric Utility Cases 

1973 1974 1975

On hand July 1 60 96 106
Initiated 56 45 45
Total Caseload 116 141 151
Completed 20 35 45
On hand June 30 96 106 106
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IV. NATURAL GAS PIPELINE REGULATION

Comparative Summary of Activity 

A. Rate Investigations and Surveillance

1973
Actual

1974
Estimate

1975
Estimate

Change
from 1974

7

$ 170,000

6

$ 167,000

- 1

-$ 3,000

Positions

Costs

9

.$ 184,500

B. Accounting Surveillance

Positions 25 25 25

Costs 564,003 632,000 698,000 + 66,000

C. Gas Reserves Analysis

Positions 16 21 25 + 4

Costs 257,503 441,000 534,000 + 93,000

D. Certificate Investigation, Surveillance & Application Analysis

Positions 122 128 136 + 8

Costs 1,892,549 2,748,000 3,180,000 + 432,000

E. Rate Filing Analysis

Positions 47 47 47

Costs 791,999 927,000 1,027,000 + 100,000

F. Formal Proceedings, Rulemaking and Litigation

Positions 147 162 163 + 1

Costs 2,884,636 3,829,000 4,233,000 + 404,000

TOTAL NATURAL GAS PIPELINE REGULATION

Positions 366 390 402 + 12

Costs $6,575,190 $8,747,000 $9,839,000 +$1,092,000
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IV. NATURAL GAS PIPELINE REGULATION 
Change

1973 1974 1975 from 1974 

Positions 366 390 402 +12

The deterioration of the gas supply situation continues.

During 1970 reserves of interstate pipeline companies declined by
about 14 trillion cubic feet of natural gas. In 1971 the decline

was just over 12 trillion cubic feet. Preliminary analysis of 1972

data indicates a further decline of approximately 12.6 trillion cubic
feet by year's end.

_These companies are finding it increasingly difficult to meet

their normal market requirements. At the same time, demand for clean
burning natural gas increases as the concentrated effort to clean up
environmental pollution continues to intensify. Natural gas, because
of its minimal pollution characteristics, is the premium fuel in the

world's battle to clean the environment.

The natural gas situation has increased the Commission's work-

load. There are more than 43 million natural gas customers in the

United States. They are supplied by distributors, many of which
receive gas from companies regulated by the Federal Power Commission.
New and expanded transmission facilities, certificated by the
Commission, are required. Many certificates can only be issued after
the preparation of a comprehensive environmental impact statement by

the Commission staff. This new requirement is expensive in terms of

staff and time.

The premium placed on gas as a pollution-free fuel has resulted
in a flood of pipeline rate increase applications. The dollar value

of backlogged rate increases has risen steadily and as of the end of
FY 1973 amounted to $271,347,297.

The steady decline in interstate supply has manifested itself
in firm service curtailments by interstate pipeline companies to
their customers during the past several winter heating seasons. These
curtailments have increased from 62 billion cubic feet during the
1970-71 winter season (November-March), to 236 billion cubic feet
during the 1971-1972 winter, 419 billion cubic feet during the 1972-

1973 winter and an estimated 584 billion cubic feet for the 1973-
1974 winter. The projected firm service curtailment during summer is
995 billion cubic feet. Pipeline companies curtail summer deliveries
ih part in order to fill storage for the following winter season.

Pipelines serving primarily the West and Midwest markets have pro-
jected curtailments for the 1974 heating season from about 2 to 34
percent. One pipeline serving the Eastern states has projected both
summer and winter curtailments of over one-third of requirements.

Major interstate pipeline companies reporting curtailments

for the coming year serve almost every region of the country. They

are Algonquin Gas Transmission Company, Arkansas Louisiana Gas
Company, Cities Service Gas Company, Columbia Gas Transmission
Corporation, Consolidated Gas Supply Corporation, Eastern Shore
Natural Gas Company, El Paso Natural Gas Company, Mississippi River
Transmission Company, Natural Gas Pipeline Company of America,

Northern Natural Gas Company, Panhandle Eastern Pipeline Company,

Texas Eastern Transmission Corporation, Texas Gas Transmission
Corporation, Transcontinental Gas Pipeline Corporation, Transwestern
Pipeline Company, Trunkline Gas Company, and United Gas Pipeline
Company.

As a result of the curtailments, the Commission has insti-
tuted various rulemakings and policies as well as adjudicated cases
establishing priorities for the use of natural gas. These priorities
are generally described by Commission Rulemaking 467-B, issued
March 2, 1973.

On April 15, 1971, the Commission issued Order No. 431
in Docket No. R-418. Among other things, this order required that
all pipeline companies faced with a curtailment of firm requirements
submit for Commission approval plans for meeting this contingency.
As of December 31, 1973, thirty six curtailment filings have been
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made. In conjunction with the curtailment cases, approximately
sixty petitions for extraordinary relief from curtailment have been
filed.

The Natural Gas Pipeline Regulation Program focuses on the
above problems through the following activities.

A. RATE INVESTIGATION AND SURVEILLANCE 
Change

1973 1974 1975 from 1974 

Positions 9 7 6 - 1

The Commission has the statutory responsibility to investigate
any potential or actual violation of the Natural Gas Act.

Because of the tight gas supply situation and its ramifications,
these investigations are becoming more comprehensive in scope and in
detail, particularly those involving gas curtailments and priority of
service.

Annual investigations and surveillance are made of pipeline
companies' prepayments and advance payments to producers, penalties
charged for unauthorized overrun takes of natural gas and average
city gate rates of major metropolitan areas.

WORKLOAD

Investigations 1973 1974 1975

On hand July 1 4 3 3
Initiated 7 6 6
Total Workload 11 9 9
Completed 8 6 6
On Hand June 30 3 3 3

B. ACCOUNTING SURVEILLANCE
Change

1973 1974 1975 from 1974

Positions 25 25 25 0

Reliable and consistent financial data from the companies
regulated are required for regulatory purposes. Through this activity
the financial transactions and records of the companies are reviewed,
both through data reported by the companies to the Commission, and
on-site audits.

These reviews of financial data, in addition to determining
compliance with the Uniform System of Accounts, are used also as a
basis for refining, improving and clarifying the System of Accounts
under which these regulated companies maintain their books and records.

WORKLOAD

Type 1973 1974 1975

Audits 13 15 17

Uniform Accounting
Projects 163 180 180

Financial Reviews-
Reports 108 108 108

Systems Reviews-
Reports 216 216 216
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C. GAS RESERVE AND DEMAND ANALYSIS 

Chancre
!22i. 1974 1175 fran 1974

Positions 16 21 25 + 14

Natural gas supplies through 1990 will not be sufficient to
meet demand. Current projections indicate that the rate of develop-
ment of our natural gas supplies, both conventional and supplemental,
will not provide for the forecasted needs.

Through this program the Commission keeps track of gas reserves
and future demand. Basic data for these analyses are obtained from
the records of the Commission and from repo'ts filed by natural gas
companies, and checked against other estima.;es, including those of
the American Gas Association.

National reserve data published by the Association closely
correlate with the trends developed independently by the Commission
for reserves dedicated to interstate pipelines.

COMPARISON OF AGA AND FORM 15 DATA
(Contiguous 48 States)

End

(Volumes

of Year

in Trillions

Reserve

of Cubic

to

Feet)

Finding to

15
Reserves Production Ratio Production Ratio

AGA Form 15 AGA Form 15 AGA Form
1963 2775 188.5 T879 20.2 1.2 NA
1964 279.4 189.2 18.3 18.9 1.3 1.1
1965 284.5 192.1 17.5 18.5 1.3 1.3
1966 286.4 195.1 16.4 17.5 1.1 1.3
1967 289.3 198.1 15.7 16.8 1.1 1.2
1968 282.1 195.0 14.6 15.5 0.6 0.8
1969 269.9 187.6 13.1 14.0 0.4 0.5
1970 259.6 173.6 11.9 12.3 0.5 0.0
1971 247.4 161.3 11.3 11.4 0.4 0.1
1972 234.6 148.6 P/ 10.5 10.5 P/ 0.4 0.1 P/

P/Preliminary
The persistent decline in reserves and new findings exacerbates

the national energy emergency and affirms the conclusion that we have
expressed for over four years that major national actions are
required to reverse these trends of diminishing supply.

The monitoring and analysis of the Nation's supply-demand
situation is vital to the performance of the Commission's regulatory
functions. The Commission's decisions are dependent upon compre-
hensive, reliable, and up-to-date data on the availability of and the
demand for gas.

In addition, data developed by the Commission are provided to
other energy agencies such as the Council on Environmental Quality,
the Joint Board on Fuel Supply and Fuel Transport, the Environmental
Protection Agency, the Atomic Energy Commission, and the Department of
the Interior.

WORKLOAD

Studies 1973 1974 1975

On hand July 1 11 11 10
Initiated 13 15 15
Total Workload 24 26 25
Completed 13 16 15
On hand June 30 11 10 10
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D. CERTIFICATE INVESTIGATIONS, SURVEILLANCE AND APPLICATION 

ANALYSIS 

Positions

1973

Change
1174 1175 from 1914 

122 128 136 + 8

Certificate Investigations and Surveillance 

The analysis of proved gas reserves c mmitted to service

proposed in interstate pipeline applications for certificates of

public convenience and necessity is a major function of this activity.

In addition, in-depth gas supply investigations of about six

major pipeline companies are scheduled annually, depending on available

staff. Through these investigations the proved gas reserves of each

of the 24 major companies which collectively own 97 percent of the
reserves dedicated for interstate delivery, are thoroughly scrutinized.

If the proposed staffing level is achieved, investigations covering

all major pipeline companies can be completed every four years.

Compliance with the Commission's certificate orders, filing fee

regulations, reports of imports and exports of gas, underground

storage of gas, construction costs of facilities and gas supply

reports constitute an essential part of this program.

Although information about gas supplies of interstate pipelines
has been gathered under current staff programs as indicated above,
knowledge about the remaining intrastate and total gas supply has
depended almost entirely on outside and industry sources. In addition,
the information that was obtained was in summary form and lacking in
important details. A new program initiated under the National Gas
Survey is a combined field and office study of the individual field
and reservoir reserves. A continuation of this project is proposed
and will allow the Commission to gain first-hand knowledge at the
source of all gas reserve data which will be extremely useful for
many Commission and national programs. Implementation of this program
on a continuing basis as well as the in-depth investigations will be
directly affected by availability of staff.

1WORKLOAD

Investigations 1973 1974 1975

On hand July 1 13 13 14
Initiated 12 16 17
Total Workload 25 29 31
Completed 12 15 17
On hand June 30 13 14 14

Analysis of Certificate Applications 

Commission approval must be obtained to build and operate new
facilities or to acquire existing facilities, or to make connections,
import and export gas or to abandon facilities.

Some 500 to 600 applications are received each year and the
funds involved total in the hundreds of millions of dollars. In
FY 1973, for example, the 757 certificates in process during the year
represented $2,834 million, 6140 miles of pipeline, and 595,731
compressor horsepower.

Each application must be analyzed from a financial, engineering,
economic and environmental standpoint. Engineering evaluations are
made of the application's technical consistency, design, and com-
pliance with the Natural Gas Pipeline Safety Act. Gas supply and
market data are reviewed carefully to determine that the supply of
gas is adequate and the market demand is sufficient to justify the
new facilities. Each project is weighed against its impact on system
operations and the rates paid by the pipeline companies' existing
customers. As a part of the public convenience and necessity we are
reviewing the safety of various LNG and storage and transportation
facilities.
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WORKLOAD 

Applications 1973 1974 1975 

On hand July 1 251 310 391
Received 506 551 586
Total Workload 757 861 977
Completed 447 470 494
On hand June 30 310 391 483

Environmental Impact 

The Federal Power Commission is required by the National
Environmental Policy Act of 1969 to prepare an environmental
impact statement for each application which constitutes a major
Federal action significantly affecting the quality of the human en-
vironment. This statement must be prepared and accompany the
application through each step of the decision making process.

Prior to the Greene County decision, in which the United
States Court of Appeals for the Second Circuit held that the FPC
staff must prepare an independent detailed environmental statement, theapplicant's environmental statement was circulated by the Commission.The change in procedure has resulted in a major increase in manpower
requirements. The circulation of the applicant's statement required theexpenditure of only part of a man-year. Preparation of a statement bythe Commission staff requires the independent development of data soas to reach independent conclusions. This may require as much asfour man-years of effort on major projects.

Approximately 2 percent of the applications for certificates
require the preparation of an environmental statement by the Commission
staff. Such applications constitute the major projects for natural
gas energy systems and the substantial majority of new increments to
energy supply.

WORKLOAD 

Draft Environmental
Impact Statements 1973 1974 1975

On Hand July 1 5 13 14
Received 10 14 14
Total Workload 15 27 28
Completed 2 13 14
On hand June 30 13 14 14

On December 18, 1972, the Commission issued Order No. 415-C
which set out detailed guidelines for the preparation of environ-
mental reports by the applicant.

E. RATE FILING ANALYSIS 
Change

1973 1974 1975 from 1974 

Positions 47 47 47 0

The 1115 rate matters filed with the Commission last year
involved a total of $867,479,508 annually in rate increases. The rate
increase filings must be acted on within 30 .ays to prevent rates from
becoming effective which may not be in the public interest. The
balance of the filings were for new service agreements or filings
made in compliance with Commission orders directing refunds or rate
reductions. While the 30 day deadline is not in effect for these
filings, they must be processed promptly so as not to impose a burden
on the company and to expedite relief to the consumer.

The analysis of the rate filings is a complex procedure. Rules
and regulations governing these filings are extensive. Further, the
economic and financial factors involved in each filing differ
considerably.
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Filings 1973 1974 1975

On hand July 1 255 244 244

Received 1115 1200 1250

Total Workload 1370 1444 1494

Completed 1126 1200 1250

On hand June 30 244 244 244

F. FORMAL PROCEEDINGS, RULEMAKING AND LITIGATION'
Change

1973 1974 1975 from 1974 

Positions 147 162 163 + 1

Increasingly, the applications filed with the Commission for

certificates of public convenience and necessity or rate changes, 
or

other Commission determinations, are being contested. And because of

the energy shortage, the economic factors and the environmental 
factors

are becoming more vital to Commission decision while multiply
ing the

complexity and difficulty of each case. As a result, and despite staff

increases, our case workload in recent years has been increasing at
 a

rate faster than they can be disposed of.

The rulemaking activities of the Commission are an important

part of an increasingly heavy workload on the Commission. Here, too,

the energy shortage, sensitive economic factors, and environmental

concerns combine to amplify the detail work, procedures, and investi-

gations required. Many Commission decisions of significance to the

energy situation or the environmental problem are challenged by

appeal to the courts.

Certificate Matters 

During FY 1973 the Commission had a total workload of 87
certificate cases in process. During the year, 43 new cases were

started, a 16 percent increase over those started the previous year

and a threefold increase over the new cases started in FY 1970.

Environmental protection, anti-trust issues, pipeline sitings,

the adequacy of proposed financing, economic feasibility, the adequacy

of gas reserves, the end use of natural gas, are some of the issues

involved in certificate cases. The shortage of available land is making

it more difficult to locate proposed pipeline facilities and air

quality standards are increasing the demand for the short supply
of presently available gas.

Projects authorized and proposals filed to import liquefied

natural gas from Africa, and possibly other continents by cryogenic

ships, and to manufacture synthetic gas from coal and other hydro-

carbons raise other difficult questions concerning jurisdiction,

price, reliability, safety, environmental impact and economic feasibility.

Despite the growing complexity of pipeline

the Commission disposed of 30 cases last year.
certificate matters,

WORKLOAD

Certificate Cases 1973 1974 1975

On hand July 1 44 57 75
Initiated 43 50 50
Total Workload 87 107 125

Completed 30 32 35
On hand June 30 57 75 90
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Rate Matters 

Concurrently with the increase in certificate workload, our rate
case workload is also increasing. The conditions which impact upon the
certificate matters are important also to the rate matters. In addition,
there are other factors.

Cost of service issues, for example, are complex, particularly
those associated with rate increase filings. The appropriate test
period volumes based upon curtailments, the realistic net investment
rate base, the treatment of advance payments, interest allocation,
changes in depreciation rates, cost classification, cost allocation and
rate design are all important elements in the Commission's
determinations.

In FY 1973 pipelines filed 307 rate increases totaling
$867,479,508. Of these, 42 rate increases totaling $419,246,158 were
suspended. The Commission also initiated several investigations of
rate matters on its own motion or on complaint.

At the end of FY 1973, 92 formal rate cases were pending with
the Commission involving a total of $697,215,766. Curtailment cases,
petitions for extraordinary relief, abandonments and rulemakings
related to supply deficiencies are expected to form an increasing
and substantial portion of our workload. As the natural gas shortage
deepens, curtailments of essential supply increase. The overall
shortage of alternate fuels deliverable to market to displace the
unfulfilled demand for natural gas causes the problem of allocating
the shortage among various end-users of natural gas according to
descending priorities of use values. Despite conservation policies
for both production and consumption of natural gas as well as electricity,
initiated by the Commission and others, conservation measures by the
Departments of Interior and Commerce and the Federal Energy Office,
there is a shortage of fuels to meet the energy needs of our society.
Allocations must distribute the shortfall evenly so that the burden
will be distributed equitably among various classes of consumers and
so that our reserves will be efficiently and productively utilized.
There were 17 major pipelines with curtailment cases before the
Commission for hearing as of June 30, 1973.

WORKLOAD

Rate Matters 1973 1974 1975

On hand July 1 106 92 92
Initiated 49 -60 65
Total Caseload 155 152 157
Completed 63 60 60
On hand June 30 92 92 97
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V. NATURAL GAS PRODUCERS REGULATION

Comparative Summary of Activity 

1973 1974
Actual Estimate

1975
Estimate

Change
from 1974

A. Rate Investigations and Surveillance

Positions 30 30 29 - 1

Costs $ 564,345 $ 641,000 $ 709,000 +$ 68,000

B. Certificate Application Analysis

Positions 46 52 52

Costs 770,398 950,000 1,113,000 + 163,000

C. Rate Filing Application Analysis

Positions 53 54 55 + 1

Costs 945,027 1,095,000 1,233,000 + 138,000

D. Formal Proceedings, Rulemaking and Litigation

Positions 63 67 69 + 2

Costs 1.247,444 1.478,000 1,677,000 + 199.000

TOTAL NATURAL GAS PRODUCERS REGULATION

Positions 192 203 205 + 2

Costs $3,527,214 $4,164,000 $4,732,000 +$568,000 

chanc-r
1973 1974 1975 from 1114

Positions 192 203 205 + 2

The Commission has about 11,500 producer rate schedules on

file. Most of these, some 10,000, were filed by the 85 large pro-

ducers having annual sales in excess of 10,000,000 Mcf. About 37,000

additional parties are involved in these rate schedules as co-owners

whose gas is sold under certificates and rate schedules of others.

During calendar year 1972, about 14.1 trillion cubic feet of
natural gas was supplied to interstate pipeline companies by domestic
producers. The cost of gas purchased by major pipelines from domestic
producers in the 12 month period ending November 1973 averaged 22.27
cents per Mcf compared with 20.54 cents per Mcf in the like period
ending November 1972. This is an increase of 1.73 cents per Mcf or
8.4 percent.

The complexities associated with the regulation of natural

gas producers had prompted innovative approaches over the years. The

setting of prices on an area basis rather than a case-by-case basis,

the exemption of small producers, optional pricing procedures, and

procedures to prescribe uniform national rates by rulemaking are major

Commission regulatory responses to the supply shortfall.
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Pos iticro

These new approaches, established to cut through a massive
backlog of cases, or to ameliorate the current energy crisis, are being
tested in the courts.

While the Commission has been generally confirmed in its
area rate decisions, there is a conflict of circuit courts which will
precipitate U.S. Supreme Court review of its area rates. In Texaco,
Inc. v. FPC, D.C. Cor., No. 71-1560, et al., the Commission's Orders
Nos. 428 and 428-B, exempting small producers from area price ceil-
ings, were set aside. A petition for certiorari was filed with the
U.S. Supreme Court on May 3, 1973. Optional pricing is also subject
to appellate review. We have an average of about 80 cases pending
an appeal in the circuit or supreme courts.

A. RATE INVESTIGATIONS AND SURVEILLANCE 

Positions

1973 1974 1975
Change
from 1974

33 30 29 - 1

Basic producer data such as expenditures for exploration,
development and production, geological and geophysical data, leasing
and drilling information, changes in reserves inventory, drilling
costs, footage drilled, sales information, and associated data are
collected and evaluated in this activity.

During FY 1974 and continuing through FY 1975, much of this
data will be collected and monitored with the help of ADP techniques.
When fully developed, this automated system will provide the Commission
with consistent and current data for use in its regulatory decisions.

In addition to monitoring the industry through this system,
the Commission also carries out specific studies or investigations in
response to various matters in process within the Commission.

B. CERTIFICATE APPLICATION ANALYSIS 

1973 1974

46 52

1975

52

Clange
fran 1,174 

0

Natural gas producers are required to obtain authorization
for the sale or abandonment of a sale of natural gas in interstate
commerce for resale.

Each application is examined for availability of pipeline
facilities for transport, conformance to ceiling rates, reasonableness
of terms and conditions, corporate relationship between seller and
buyer and relationship to other sales from same or adjoining acreage,
and other factors.

Under specified conditions certain producers may file under
the optional certification procedure which was designed to
encourage the drilling for and production of new supplies of gas for
use in interstate commerce.

Although workload in this activity remains fairly constant,
the substance involved, like other Commission workload, has
increased in complexity due to the energy and environmental situation.

WORKLOAD 

Applications 1973 1974 1975 

On hand July 1 1818 2224 2574
Received 2345 2350 2400
Total Workload 4163 4574 4974
Completed 1939 2000 2200
On hand June 30 22211 25711 27711
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C. RATE FILING APPLICATIONS

/A:1nm
1973 3.974 1975 from 1974

Positicris 53 54 55 + 1

With the exception of those with small producer certificates,
all producers are required to file rate schedules with the Commission
detailing the terms, conditions and rates for each of their juris-
dictional gas sales. Changes in such schedules cannot be made
without prior notice to the Commission and the public.

Rate changes must be acted upon by the Commission within 30
days of the filing.

WORKLOAD

Filings 1973 1974 1975

On hand July 1 6114 3233 3233
Received 9765 12000 12000
Total Workload 15879 15233 15233
Completed 12646 12000 12000
On hand June 30 3233 3233 3233

D. FORMAL PROCEEDING', RULEMK1NG AND LITIGATION
Change

1973 1974 1975 from 1974

Positions 63 67 69 + 2

Despite the crisis in the availability of proven gas reserves
and spot shortages of supplies in some sections of the country, the
total gas produced approximate 22.5 trillion cubic feet for the year
ending 1972. About 14.1 trillion cubic feet was produced and/or
purchased from proved and contracted reserves by interstate pipeline
companies for sale in interstate commerce and is thus subject to the
jurisdiction of the Commission.

Hearings are expected on certain certificate applications filed
pursuant to the optional pricing procedure under which approved rates
will be firm for the term of the contract and not subject to refund.
Commission provisions for special relief from area ceiling rates will
generate some proceedings also. These two procedures were estab-
lished to stimulate domestic exploration for and development of gas
reserves, and to encourage the recovery of gas that would otherwise
be flared or vented.

A substantial number of hearings are expected under the
provision for limited term certificates designed to meet current
shortages of gas supply by allowing pipeline companies to purchase
gas at above ceiling rates.

At the same time the Commission ha. several rulemaking pro-
ceedings in process. One of these, Docket No. R-389B, involves a
just and reasonable national rate for sales of gas from wells commenced
on or after January 1, 1973. A companion rulemaking, Docket No. R-478,
Is concerned with a national rate for sales from wells commenced
before January 1, 1973.

Processing of numerous refund reports resulting from the
producer rate proceedings continue to comprise an important part
of this program.

The intricate relationships involved in the production and
sale of natural gas in interstate commerce continue to result in a
high number of cases referred to the courts.
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VI. NATURAL GAS INDUSTRY SYSTEMS EVALUATION 

A. NATIONAL GAS SURVEY 
Change

1973 1974 1975 From 1974 

Positions 31 13 13 0

The complex regulatory problems faced by the Commission compel it
to look beyond the confines of individual natural gas cases and obtain
an overview of the gas industry, including various principal elements
such as: Prospective growth of markets; the gas supplies necessary to
meet this growth; industry financing, rates and service conditions;
imports and exports; means of conserving gas and general operations.
Recognizing this need, the Congress in FY 1971 authorized the
establishment of the National Gas Survey to meet this requirement.

Today, there are complex relationships among gas and other
sources of energy--oil, coal, electricity, and nuclear power. To
resolve regulatory issues most effectively requires a meaningful
understanding of the position of natural gas in an interrelated energy
economy.

Obviously, a detailed knowledge of the natural gas industry,
beginning with supply and demand data, is essential if problems of
increased energy demands are to be resolved. Questions relating to

economies of scale and perplexing problems of alpply-price relation-
ships are involved as are the impact of inter- 'uel relationships, the
effect of import-export policies upon supply, the possible future
role of synthetic gases, and a variety of related questions.

Only a few years ago, it was not considered necessary

to import substantial quantities of liquefied natural gas or manu-

factured gas from coal and oil to meet growing demands. Yet, this

definitely is the prospect today. At present, we necessarily rely

upon existing gas technology and conservation practices as the basis

for meeting gas demand in the near term because the supply of lique-

fied natural gas and substitute natural gas in substantial quantities
will not be a reality for at least several years. In the meantime,

we rely on liquefied natural gas for some peak-shaving and as a minor
supply supplement and synthetic gas plants are being rushed to
completion. These sources will not be available in sufficient volumes

in the immediate future either to meet incremental demand or even

current or contract demand on a national basis and conservation
practices also unthought of a few' yearsago, are given a prominent

place in industry planning.

In essence, the Survey's purpose is to obtain an overview of

the prospective growth of the gas industry, its markets, gas supplies,

facilities, its relation to other fuels and regulatory aspects. The

Survey is intended to enhance the Commission's ability to regulate

effectively and assist the industry in providing a continuing

reliable supply of gas to meet consumer needs. A primary goal is to

improve analytical and forecasting techniques so that there can be

meaningful regulation, wise management, and prudent resource planning

by both industry and government.

The National Gas Survey consists of two parts:

(1) For Fiscal Year 1975. The major undertaking requiring the

majority of the requested positions will be the independent

continuing analysis of the Nation's natural gas reserves;
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(2) In-depth examination of policy issues relating to con-
servation, rate design, Research and Development, financing,

import-export policy, supply-demand equilibrium, inter-
competitive relationship of substitutable fuels, environ-

mental impact of resource development and utilization, and

the evaluation of alternate methods of attainment of
capacity for self-sufficiency.

An extensive independent reserves analysis program of natural gas
reserves for the year ending 1970 has been completed by the Federal
Power Commission staff to provide estimates of proved reserves
based on geological and engineering data for a broad sample of the
gas fields in the United States. The sample was chosen by means

of valid statistical techniques in order to provide the basis for
estimates of reserves and to permit sound conclusions to be drawn
about the gas reserves of the total population of gas producing fields
in the United States. This analysis, conducted through the combined
efforts of the Federal Power Commission staff, the United States
Geological Survey of the Department of the Interior, the Office of
Naval Petroleum and Oil Shale Reserves of the United States Navy, the
Office of Management and Budget, the Bureau of the Census, and the
regulatory and conservation agencies of the major gas producing states
is the first independent government-conducted appraisal of the proved
gas reserves in the United States. The United States Geological Survey
teams took the responsibility for preparing the estimates of the
fields included in the sample which were located on the Outer
Continental Shelf.

This reserve evaluation program for the study and analysis
of gas supply information has several important features, namely:

(1) The gas reserves of the fields constituting the
sample represented over 50 percent of the Nation's
estimated gas reserves.

(2) The gas reserve estimates for the fields in the
sample were made on a reservoir-by-reservoir basis.

(3) Significant results were obtained for use by the
Government and the public.

The gas reserves study indicated a 10 percent lower level of
proved reserves than that reported by the American Gas Association at
tne end of 1970. While this difference is considered to be within
the range of reasonableness, the natural gas available in the future
from presently proved reserves may be even more limited than has
been previously projected. As An essential part of our regulatory
responsibilities, we intend to continue our in-depth, independent
analyses of natural gas reserves consistent with the demands of public
policy for systematic reporting of reserves controlled by juris-
dictional natural gas companies. The FPC's analysis of gas reserves
will be independent of the National Gas Survey structure to address
policy issues relating to the future regulation of the national gas
industry.

The National Gas Survey is directed by the FPC. Federal and State
agencies, representatives from the gas industry, members from academia,
technical societies and associations, public interest parties,
(including environmentalists and consumer representatives) and other
qualified individuals have participated in preparing reports for use
in the Survey. To accomplish the broad objectives of the Survey,
various advisory committees were established. An Executive Advisory
Committee gave an overall review and a Coordinating Committee helped
balance the work of the three Technical Advisory Committees which
provided advice and assistance in their respective fields of Supply,

29-353 0 - 74 - pt. 5 - 26
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Transmission and Distribution. Under the direction of the Technical
Advisory Committees, fourteen Task Forces participated in developing
information. Eight consultants also contributed special analyses for
the Commission's use in the Survey.

All final reports of the Advisory Committees and Task Forces

were completed and made available to the public by July 1, 1973.

Most of the consultant reports were also available by the end of the

fiscal year. Publication of all of these reports is being undertaken

by the Government Printing Office.

The Commission will issue its report in fiscal year 1974; this

report will be based on the information and data contained in the

Technical Advisory Committee Task Force reports and will make public

the Commission's analyses, interpretations, conclusions and recom-

mendations for future courses of action. It is planned that this

report will be published after advisory committee, Task Force and

consultant reports.

Continuing studies of technological developments affecting the

industry, the role of natural gas in the changing energy market place,

and the evaluation of the gas industry to meet the needs of gas

consumers and the general public will continue to be primary areas of

concern and further analysis.

As the basic work objectives of the Survey are carried out, a

parrallel effort to develop a comprehensive statistics and information

program will be conducted. This will be accomplished by designing

and developing system analysis tools that 1,111 facilitate the Federal

Power Commission's analysis of existing situations and the evaluation

of possible solutions to problems as they are identified.

The survey will give the Commission, the Congress, Federal and

state agencies, the public, and the industry an assessment of the

natural gas industry that cannot be obtained from the mass of

unevaluated statistics now available. The study will concentrate on

these major policy issues relating to the national objective to

attain a capacity for self-sufficiency during the decade of 1980's:

(1) Natural gas supply-demand equilibrium in relation to a

competitive inter-fuel economy;

(2) Conservation in production, transmission and conservation

of natural gas and substitutable fuels;

(3) Priorities of allocation by end-use in relation to impact

upon our national and regional economy, environmental

objectives and social goals;

(4) Assessment of national security and international relations

in relation to magnitude of projected imports;

(5) Research and development strategy by Government and private

industry for natural gas, substitutable fuels, and new

energy forms; and

(6) Financial requirements.

The impact of future technological changes will be carefully weighed.

The Survey should provide a rational overview of the natural gas

industry and its probable future course as a basis for effective energy

policy action and decision making.
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VII. SERVICES TO OTHER AGENCIES AND PUBLIC

Comparative Summary of Activity 

1973 1974 1975 Change
Actual Estimate Estimate from 1974

A. Review of Proposed Federal Hydro Projects, Rates & Cost 
Allocation 

Positions 19 19 19

Costs $ 312,019 $ 407,000 $ 450,000 +$ 43,000

B. Headwater Benefits Determinations 

Positions 10 10 10

Costs 200,535 220,000 243,000 + 23,000

C. Joint Water Resources Studies 

Positions 14 14 14

Costs 313,564 341,000 376,000 + 35,000

D. Hydro and Electric Utilities Recurring Data Reports 

Positions 43 39 38 1

Costs 752,041 768,000 830,000 + 62,000

E. Natural Gas Recurring Data Reports

Positions 7 6 7 + 1

Costs 105 152 120,000 132,000 + 12,000

TOTAL SERVICES TO OTHER AGENCIES AND PUBLIC

Positions 93 88 88

Costs $1,683,311 $1,856,000 $2,031,000 +$175,000

Change
1973 1974 1975 fxcria 1974

Positions 93 88 88 0

The Commission provides advice, assistance, and information on
electric power and natural gas matters through a number of different
programs. For many years, it has served as a repository for industry
data. It serves as consultant to other agencies which plan and
construct water resources projects, comments upon project plans,
approves rate schedules established by certain Federal marketing -
agencies, and performs cost allocations for a number of Federal
multiple-purpose projects.
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The Commission determines the payments due for benefits from
Federal or licensed headwater improvements. The Commission plays
another major role in national water resources planning through its
membership in the Water Resources Council and representation on river
basin commissions and Federal-State coordinating committees.

A. REVIEW OF PROPOSED FEDERAL HYDROELECTRIC PROJECTS, RATES 
AND COST ALLOCATIONS 

Pas iti.cro

(Itange
1973 1974 1975 fxrzn 1974

19 19 19 0

The Federal Power Act, the various Flood Control and River
and Harbor Acts, and other statutes authorize or direct the Commis-
sion (1) to provide advice and assistance on electric power matters to
other Federal agencies which are planning or constructing water
resources projects; (2) to confirm and approve rate schedules proposed
by the Department of the Interior for electric power produced at
certain Federally owned projects; and (3) to perform or verify the
allocation of costs of a number of Federal multiple-purpose water
resource projects.

The Commission has expertise in electric power matters which
enables it to provide assistance to the Federal construction agencies
so as to assure that the power potential of projects is developed or
safeguarded. As current Federal-State comprehensive planning programs
are completed, the Federal construction agencies prepare detailed
feasibility, implementation, and environmental impact studies and
reports for those projects proposed for Federal construction in the
next 10 to 15 years. These studies require increasing participation
by the Commission staff and a large number of cooperative studies
are expected to be required each year. Formal comments to other
Federal agencies on survey reports, design memoranda, proposed
wilderness areas, proposed additions to the national wild and scenic
rivers system, comprehensive river basin planning studies, and
environmental impact statements, are expected to be made on 70 reports
in each of fiscal years 1974 and 1975.

As marketing agent for Federally generated electric power,
the Department of the Interior is expected to submit 4 requests for
approval of rate schedules in each of fiscal year 1974 and 1975. Rate
proposals for the Bonneville Power Administration system and for the
Southwestern Power Administration system will be included in the fiscal
year 1974 requests. The Commission's principal concern is that pro-
posed rates satisfy the financial provisions of the statutes. For
this purpose the Commission reviews and approves or disapproves various
rate schedules of the marketing agents with primary reference to pay
out. If the Commission does not approve particular schedules it then
becomes the responsibility of the federal marketing agent to submit
alternate schedules for approval so as to meet the principles of the
Commission's action disapproving prior schedules. Thus, an objective
of this regulatory function of the Commission is to provide assurance
to the Congress that the large sums of money appropriated for construc-
tion of Federal hydroelectric projects are recovered through power
revenues in accordance with Congressional intent.

In fiscal year 1974, the Commission staff will undertake cost
allocation studies for two Corps of Engineers' projects for which
the allocation responsibility has been assigned by law to the Commis-
sion. These projects, located on the lower Snake River, have been
placed in operation. The allocation studies are needed to determine
the financial requirements of reimbursable functions of the projects.
For most Corps of Engineers' projects, the allocation responsibility
has not been assigned by law to any agency and, in those cases, the
Commission staff cooperates with the Departments of the Army and
Interior in the allocation studies. For such cooperative cost
allocation studies, it is expected that the staff will complete two
studies on Corps of Engineers' projects in each of fiscal years 1974
and 1975.
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WORKLOAD* 1973 1974 1975

On hand July 1 9 6 7
Received • 79 78 77
Total Workload 88 84 84
Completed 82 77 77
On hand June 30 6 7 7

*Formal reports, rate filings, and cost allocations.

B. HEADWATER BENEFITS DETERMINATIONS 

Positicns

("lame
1973 1974 1975 fran 1974 

10 10 10

Section 10(f) of the Federal Power Act makes the Commission
responsible for determining the equitable amount an owner of a down-
stream non-Federal hydroelectric development shall pay to the United
States, or to a licensee, for benefits provided by the headwater
improvement.

There are 54 river basins in the country in which non-
Federal hydroelectric developments are situated downstream from head-
water improvements of the United States or of licensees. In these 54
river basins there are 287 headwater improvements and 437 downstream
hydroelectric developments. Of the downstream developments, 369 are
owned by non-Federal parties.

In 34 of the 54 river basins there are Federally owned head-
water improvements. Benefits provided by the Federal projects in
these basins may result in payments to the Treasury of the United
States. Investigations of situations which appear to involve the
largest payments to the United States are given precedence.

Pursuant to orders of the Federal Power Commission, about
$26.5 million have been paid thus far to the United States for head-
water benefits provided by Federally owned reservoirs to downstream
non-Federal hydroelectric developments. In addition, nearly
$352,000 have been paid to the United States for Commission costs for
making the headwater benefits determinations.

The Commission has adopted regulations which provide for
establishing average annual payments where conditions permit. In
most cases, however, detailed studies must be made by the Commission's
staff. A backlog of headwater benefits work still remains although it
is gradually being reducea. Investigations become more complex as
additional projects are constructed, and it is increasingly difficult
to arrive at proposed payments which are not objected to by the parties
involved. As a result, in a number of cases, ultimate determinations
require extensive proceedings and litigation.

In 28 river basins there are non-Federal headwater improve-
ments operating under Federal Power Commission licenses. Eight of
these are basins in which there are also Federally owned headwater
improvements. In each of these 28 situations, the Commission may
either approve settlement agreements among non-Federal parties, or
determine the amount of payments to be made.

WORKLOAD (Basin Investigations) 1973 1974 1975

On hand July 1 27 30 23
Initiated 10 11 13
Total Workload 37 41 36
Completed 7 18 18
On hand June 30 30 23 18
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C. JOINT WATER RESOURCES STUDIES 

Pos itions

Change
1973 1974 1975 from 1974 

14 14 14 0

The Commission's knowledge and expertise in power planning
and water resources development are utilized in Joint comprehensive
water resources planning. Under authority of the Federal Power Act
and the Water Resources Planning Act, the Commission staff participates
in activities of the Water Resources Council. The staff takes an
active part in all comprehensive river basin planning studies and
normally takes the lead in the power planning aspects which include:
estimating future power needs; tentatively selecting the types of
generating plants - hydroelectric, fossil-fuel or nuclear steam-
electric, and others - to meet the needs; analyzing power plant site
locations; estimating condenser cooling water requirements for steam-
electric plants; and making feasibility studies of pumped storage and
conventional hydroelectric plants to serve peaking requirements.
These planning studies are useful to the Commission in licensing non-
Federal hydroelectric projects.

The Commission is represented on eight administrative and
technical committees of the Water Resources Council and its staff
participates in ad hoc task forces which are assigned such tasks as
reviewing the report of the National Water Commission, proposing a
unified national program for flood plain management, and establishing
procedures for evaluation of water and related land resources projects.
The staff also joins in the interagency review of the provisions of
interstate compacts.

Staff members in the Commission's regional offices serve on
and participate in the work of the six* river basin commissions
established by the President under Title II of the 1965 Water
Resources Planning Act, the three Federal-State Interagency river
basin committees, and the one ad hoc survey coordinating committee,
which were in operation at the beginning of fiscal year 1974.
These commissions and committees coordinate the water and related land
resources planning activities of the State and Federal agencies in
their respective areas. They had 9 comprehensive river basin planning
studies under way or nearing completion at the beginning of fiscal
year 1974. Completion of 3 studies is expected in fiscal year 1974.

An important investigation in which the Commission staff
is cooperating is the Department of the Interior's Western U.S. Water
Plan - the Westwide Study. Planning activities are scheduled for
completion in fiscal year 1974.

*Excludes the Souris-Red-Rainy River Basin Commission, established in
1967, which terminated on June 30, 1973.

WORKLOAD* 1973 1974 1975

On hand July 1 84 79 76
Initiated 23 10 10
Total Workload 107 89 86
Completed 28 13 15
On hand June 30 79 76 71

*Studies, Commissions, Committees, and Task Porces.

D. HYDRO AND ELECTRIC RECURRING DATA REPORTS

Change
1973 1974 1975 f ran 1974

Pos flans 43 39 33 - 1

Section 311 of the Federal Power Act authorizes and directs
the Commission to collect, compile, keep current, and disseminate
information relative to the generation, transmission, distribution,
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and sale of electric energy and related matters from all segments of
the industry throughout United States and its possessions. These
data are the basis of Federal Power Commission authoritative publica-

tions and statistics that are regularly used by the Congress, industry,

Federal, state, and local agencies, the general and technical press,
foreign governments and United Nations' organizations, academic and
research organizations, and the general public.

Publications provided by the activity include Power Statistics

(monthly), Typical Electric Bills (annual), All Electric Homes (annual),

Statistics of Privately Owned Electric Utilities, Statistics of

Publicly Owned Electric Utilities, and the comprehensive National

Electric Rate Books (State revisions issued periodically). Currently,

data for the Power Statistics report are collected on a monthly basis

from 3,600 electric utility generating plants and 900 industrial electric

generating plants, covering installed capacity, energy generated, and fuel

consumed,by type, in the production of electric energy. these dit'a
are a basic source for the Commission's analyses and forecasts and
are widely used by other organizations as the authoritative data
source. The current annual growth rate of the number of utility plants
reporting is approximately two percent, which is expected to remain at
this level, at least, in the future.

For the Typical Electric Bills report, annual responses are
solicited from approximately 2,300 utilities, for the National Electric
Rate Books, from approximately 1,400 utilities, and for All Electric
Homes, from approxiamtely 200 utilities. To furnish data to the
Bureau of Labor Statistics for its use in the preparation of the Cost
of Living Index, 129 utilities in 1974 communities are canvassed
monthly. The expanding data requirements of the Bureau of Labor
Statistics, together with additional rate data requested by the
Commission's Office of Economics, are the contributory factors in the
FY 1975 personnel additions requested.

The rapidly accelerating worldwide interest in electric data
and related energy matters has increased the number of statistical
reports furnished State Department authorized agencies, including
seven detailed reports per year to the Statistical Division of the
Economic Commission for Europe (United Nations) and one to the
Organization for Economic Cooperation and Development (OECD).

E. NATURAL GAS RECURRING DATA REPORTS 

Positions

Change
1973 1974 1975 from 1974 

7 6 7 +1

This program involves the review and analysis, assembly and
publication of two major publications of the Commission, "Statistics
of Interstate Natural Gas Companies," "Sales by Producers of Natural
Gas to Interstate Pipeline Companies" and monthly press releases on
financial and operating data on jurisdictional gas companies.

Electronic data processing is used to accumulate data for
these annual and monthly publications. At present, 105 natural
gas companies are solicited annually and 30 monthly. Even though
additional refinements would be possible if data were submitted by
companies on card or tape form, the same amount of effort would be
required by our professional accounting staff to do the analysis and
review work.

Note: for a complete listing of FPC publications see pages 11-9 and
- 11-10.

•
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VIII. CONSERVATION RESEARCH

Comparative Summary of Activity 

Conservation Research

Positions

Costs

Positions

1973 1974 1975 Change
Actual Estimate Estimate from 1974 

3 +3

$100,000 +$100,000

Change
1973, 1974 1975 fro. 1974 

3 43

Energy Conservation - FY 1975

Under the Federal Power Act and the Natural Gas Act, the
Commission has established energy conservation programs with respect
to natural gas and electrie power. Commission Orders 495, 496. 497
and 498, issued between November 13 and Dedeabor 216 1913, established
an ongoing energy conservation program for electric utilities, insti-
tuted emergency actions for conservation of fuel resources by electric
utilities, and initiated a nationwide conservation program for natural
gas

Energy conservation in the form of more efficient use of fuels
at the point of consumption has the potential of releasing 20-30
percent of our existing fuel supplies for other uses, thereby
contributing significantly to the relief of the energy shortage.
Conservation measures of this sort rely on technology that is now
available, and in use in a very limited number of large factories, in
a few small job shops, in a few commercial buildings, and in some
homes. Nationwide enjoyment of these benefits requires that the
specific sample experiences be evaluated in terms of the degree to
which they can be adapted to all other important places, that these
conclusions be evaluated and transmitted to the public utilities in
the form of "model energy conservation programs," and diSseminated in
a manner that will accelerate their adoption.

All of these improvements have a technical base, and range from
methods for adjusting and maintaining equipment, improved energy
control systems, heat transfer technologies, improved processes, and
some relatively new process equipment. In many of the basic industries
of the U.S. economy, particularly in large-scale materials processing
industries, the structure of the industry and the economic incentives
that guide them have tended* to retard the spread of energy conservation
technologies. Industries such as metal heat treaters, foundries,
cement makers, polymer forming industries, paper makers, and textile
factories are among the largest potential energy savers. Energy
conbrols, insulation, and heat exchange apparatus could produce
large benefits in commercial buildings; the same is true of housing
units.

The energy conservation program in the Federal Power Commission
will be devoted to identifying and evaluating those technologies that
have demonstrated their fuel-saving potential, and in providing
that evaluated information to the public utilities and others that
can serve as the most efficient agents in disseminating the advice
and bringing the potential nationwide fuel saving to actual achieve-
ment.

Three senior positions are requested in order to carry out this
program. Their activities will include the following:

(a) Set up and maintain an active search for all energy con-
servation programs being tested by using industries, public utilities,
government agencies, in order to find those that have the greatest
promise for large fuel savings and broadest application;
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(b) Monitor such efforts in order to obtain data concerning
realized improvements in fuel use, and technical estimates of probable
results under circumstances that might be found elsewhere in the
nation;

(c) Evaluate that set of results to determine the expected gains
if the experience were replicated more widely;

(d) Analyze the technical results in order to find the best
manner of incorporating those results into the FPC regulatory process--
especially as they relate to Commission Orders 495, 496, 497, and 498
on Energy Conservation;

(e) Develop the necessary technical reports, guidelines, advisory
bulletins; or training and reference materials that could be widely
disseminated;

(f) Work cooperatively with public utilities, State Public
Utilities Commissions, trade and professional associations, and end
users of fuel to adapt the materials to their energy conservation
programs;

(g) Provide technical advice and assistance in interpreting
or using that technical information to the FPC, to the State Public
Utilities Commissions, trade and professional associations, and end
users as appropriate;

(h) Assemble all technical information on energy conservation
technologies and experience with it in a central location, and
disseminate that information or provide access to it all who might
benefit; and

(i) Evaluate the benefits and costs that would be associated with
use of a number of those options simultaneously in one location when
the combined effects are significantly different from a simple
summation of independent technical improvements.

The collection of information involves a number of visits to
industrial plants and building experiments, in addition to
participation in professional working groups for dissemination purposes.
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IX ADMINISTRATION 

Comparative Summary of Activity

A. Commissioners

1973
Actual

1974
Estimate

1975
Estimate

Change
from 1974

36

$ 710,123

and Finance

40

$1,034,000

44

$1,263,000

+ 4

+$229,000

Positions

Costs

B. Program, Budget

Positions 26 28 29 + 1

Costs 364,048 472,000 500,000 + 28,000

C. Personnel

Positions 23 22 23 + 1

Costs 384,915 405,000 470,000 + 65,000

D. Service Support

Positions 14 16 17 + 1

Costs 157,731 219,000 242,000 + 23,000

TOTAL ADMINISTRATION

Positions 99 106 113 + 7

Costs $1,616,817 $2,130,000 $2,475,000 +$345,000 

Positions

Change
1973 1974 1975 from 1974 

99 106 113 + 7

Administration includes executive, managerial, and support
personnel whose functions are applicable to the Commission as a
whole.

These positions include the Chairman, the Commissioners, their
assistants (32), the Chief Engineer (2), the Office of the Executive
Director (10), the Office of Personnel Programs (23), and those
positions of the Office of the Comptroller (31) pertaining to
general program, management, budget and financial control which are
Included in the administrative activity. A part of the Office of
Administrative Operations (15) which includes mail distribution,
printing, record files, procurement and drafting is prorated as
overhead costs to this activity. The increase of 7 positions is
for: 2 staff assistants each for the Chairman and Executive
Director, 1 position in the Office of Personnel Programs, 1 position
In the Office of the Comptroller for financial and management work,
and 1 additional position for administrative support activities in
the Office of Administrative Operations.
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11.0 - Personnel Compensation 

Summary of Estimate 

Positions
Average Number of
Employees

Total Permanent

1973
Actual

1974
Estimate

1975
Estimate Difference

1,263

1,151.9

1,297

1,261

1,337

1,295

+ 40

+ 34

Positions Costs $20,555,052 $22,496,694 $23,538,322 +$1,041,628
Extra day(s) + 89,794 + 89,794
Lapse savings -1,774,697 - 942,694 -1,213,116 - 270,422
Terminal leave + 181,476 + 190,000 + 200,000 + 10,000
Net savings due
to lower pay
scales - 475,843

Net Permanent
Position cost $18,485,988 $21,744,000 $22,615,000+$ 871,000
Temporary positions
and Y.O.C. + 235,816 +215,000 + 215,000

Consultants + 26,693 + 60,000 + 70,000 + 10,000
Overtime + 80,110 rg0,0077 /80 ,0007

Total personnel
compensation
cost $18,828,607 $22,019 000 $22,900,000+$ 881,000

Estimates of personnel compensation are based on a straight 40-
hour workweek for 52 work-weeks at rates currently in effect, including
pay increase costs due to Executive Order 11739, issued October 3.
1973. Temporary positions and overtime have been estimated et
$215,000 and $80,000, respectively. Overtime will be absorbed in
the total funds available. Funds are provided for use of outside
consultants to secure specialized services not available from the
staff.

The increase in total compensation includes estimated costs
of within-grade promotions for existing positions.

Terminal leave payments are estimated on the basis of experience

COMPARISON OF NORMAL TURNOVER RATES BY MAJOR ORGANIZATIONS 
(PERMANENT POSITIONS ONLY)

FISCAL YEAR 1973 

Office 

Average
Filled Accessions Separations 

Positions Number Rate Number Rate 

Office of Accounting and Finance 101 10 9.9 20 19 8
Office of the General Counsel 128 65 50.8 55 43.0
Bureau of Natural Gas 288 28 9.7 24 8.3
Bureau of Power 307 72 23.5 51 16.6
Others 323 47 14.6 64 19.8

Total 1147 222 19.4 214 18 7
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The above table reflects the accession and separation rate for

each of the four largest bureaus and offices of the Commission and for

all of the other offices combined.

Consultants 

1973 Actual 

$26,693

1974 Estimate 1975 Estimate

$60,000 $70,000

Consultants are employed by the Commission in the engineering,

economics, and finance and accounting fields. They prepare or recommend

solutions to technical problems which require highly specialized skills

not within the range of Commission personnel.

The increasingly complex economic and environmental considerations

will require extensive use of consultants in FY 1975. We particularly

anticipate the use of consultants in the following special areas:

computerized plant mortality programs related to utility depreciation

practices; cost analysis programs of utilities and their implementation;

economic and financial surveillance programs for utilities; specialized

geologic and engineering analyses related to natural gas regulation

and the use of advanced technology techniques; and studies to assess

the effect of current environmental regulations, their demands on

technology and resources, and their impact on the electric power and

natural gas industries.

The estimate provides for the services of consultants at rates up

to $138.46 per day (daily rate for top level of GS-15).

12.0 - Personnel Benefits 

Summary of Estimates 

1973 1974 1975
Actual Estimate Estimate Difference 

Health benefits $ 186,517 $ 225,000 $ 225,000

Employees' life
insurance 70,074 85,000 85.000

Civil service
retirement 1,273,319 1,510,000 1,548,000 + 38,000

F.I.C.A. tax 14,400 17,000 17,000

Employee awards 6,610 10,000 10,000

Employee
compensation fund 3,752 2,000 5,000 + 3,000

Moving expenses 3,454  10,000 10,000

Total costs $1,558,126 $1,859,000 $1,900,000 +$ 41,000

Funds requirements for this object class include the Commission's

share of contributions to all employees' health benefits costs, life

insurance, retirement and F.I.C.A. tax. The increase for personnel

benefits in FY 1975 totals $41,000. The amount estimated for
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employees' civil service retirement is based upon the estimated
personnel compensation for FY 1975. Awards for employee suggestions
and moving expenses for employees are estimated on the the basis of
experience and anticipated costs.

21.0 - Travel and fransportation of Persons 

Summary of Estimates

1973
Actual

1974
Estimate

1975
Estimate Difference

Hydroelectric Regulation $ 75,943 $150,000 $150,000

Electric Power Industry
Systems Evaluation 51,854 73,000 86,000 +$13,000

Electric Power Utilities
Regulation 177,741 204,000 204,000

Natural Gas Pipeline
Regulation 98,245 196,000 220,000 + 24,000

Natural Gas Producers
Regulation 7,275 16,000 16,000

Natural Gas Industry
Systems Evaluation 96,305 2,000 2,000

Services to Other Agencies
and Public 27,829 32,000 32,000

Conservation Research 10,000 + 10,000

Administration 33.275 37,000 40,00a 4- -c,nno
Total $568,467 $710,000 $760,000 +$50,000

General

In fiscal year 1975 estimated travel costs for all functions of the
Commission total $760,000, or $50,000 more than programmed for FY 1974.

This request includes travel funds necessary to cope with the Commission's
responsibilities in the following areas: travel essential to developing
increased reliability of the Nation's electric power systems and the
investigation of electric power interruptions; travel required in conducting
electric power and the natural gas pipeline investigations related to
certificate and rate cases, including travel incident to the litigation of
cases; travel incident to monitoring and investigating the status of natural
gas reserves; travel incident to providing the expertise and consideration
relating to environmental work; travel required to stay current with the safety
inspection, operational supervision, and the audit work required under the
procedures for relicensing; travel to perform on a continuing basis the
financial audits of electric utilities and natural gas pipeline companies;
travel relating to licensing matters in hydroelectric regulation, including
inspection of facilities and formal hearing activities; travel required for
participation in activities of the Water Resources Council, of which the
Chairman of FPC is a member; and other necessary travel of the Commissioners.

IMMIr
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21.0 - Travel and Transportation of Persons (Continued)

Following are the estimated travel requirements distributed among the
several Commission programs:

Hydroelectric Regulation 

We are requesting travel expenses of $150,000 for this program in FY 1975.
The request reflects a continuing heavy audit and growing inspection program
of hydroelectric projects under license, and investigations of projects for
which license applications are in process. The Commission has under license
451 hydroelectric projects comprised of about 700 developments requiring
periodic inspection. Pending are 215 applications for proposed projects,
applications for license of previously constructed projects, and applications
for relicensing. Projects under construction require monthly inspections,
and projects in operation require annual inspections. The emphasis in this
program is the safety of the project and the public. In FY 1975 we estimate
1030 inspections will be conducted. Travel is required in relicensing or takeover
activities to perform the detailed audits necessary to determine net investment
and excess earning during the license period. Travel also will be required
in the preparation of environmental impact statements and river basin appraisal
reports which are used in both recapture-relicensing work and pending license
applications. In addition, travel will be required in connection with
hearings on applications for license and amendments thereof, both in preparation
for the participation in hearings held in the field.

Electric Power Industry Systems Evaluation 

A total of $86,000 is requested for this program, an increase of $13,000
over last year. This request reflects travel requirements for work related to
electric power reliability, power surveys, analyses of electric power systems,
and travel related to the resolution of environmental problems and development
and analysis of environmental data related to land use and plant siting, air
pollution, water quality standards, problems of fuel shortages, long and
short range activities related to future energy needs, and matters concerning
national energy policies. Staff is also required to travel to investigate
power interruptions and assist electric power utilities in solving such
problems. It is essential that there be staff attendance and participation
at meetings of the ten regional councils and their committees on planning and
reliability, and travel related to the Commission's Policy Statement on
Reliability and Adequacy of Service which instituted a comprehensive reporting
system on operating data and advance planning from all segments of the electric
industry (private, public, cooperative and Federal). As an adjunct to the
meeting with the State-Federal Staff Groups and senior staff members of the
various state regulatory commissions to devise coordinated programs to
enhance reliability.

Electric Power Utilities Regulation 

In FY 1975, travel expenses totalling $204,000 are requested for this
program, the same as in FY 1974. These funds are used for a broad area of
activities requiring travel: field investigations related to proposed rate
increases and rate cases; analyses of the operations of electric utilities;
investigations in connection with proposed mergers and acquisitions; auditing
of electric utilities subject to the Commission's jurisdiction, and travel
incident to the preparation for the conduct of formal hearings.
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21.0 - Travel and Transportation of Persons (Continued)

Natural Gas Pipeline Regulation 

The $220,000 requested for this program in FY 1975 is an increase of $24,000
over FY 1974. This request is in anticipation of travel incident to processing
a continued high number of certificate applications and rate increase filings
in FY 1975, for travel associated with: auditing natural gas pipeline companies;
investigating pipeline gas supply; investigating environmental impact of proposed
construction of natural gas facilities; conducting formal hearing cases; and
travel incident to the increase in supplemental supply projects which include
the importation, terminalling and pipeline transportation of liquefied natural
gas and the delivery and storage of hydrocarbon feedstocks such as naphtha.

Natural Gas Producers Regulation 

The $16,000 for travel requested for this program in FY 1975 is the same
amount as last year, and will provide travel funds for investigation of
certificate applications and rate filings expected to be filed by natural gas
producers.

Natural Gas Industry Systems Evaluation 

The request for $2,000 in FY 1975 is the same amount programmed for FY 1974.
The continuing travel to monitor and investigate natural gas supplies is
included in the Natural Gas Pipeline Program.

Services to Other Agencies and Public 

The $32,000 requested for travel in this program is the same as in FY 1974.
Included in this program is the review of proposed Federal projects, rate
schedules and cost allocations, headwater benefits determinations, joint water
resources studies, and recurring data reports for natural gas companies,
licensed hydroelectric projects and electric utilities. This request will permit
us to maintain a stable level of effort in this program, providing travel
particularly for work in connection with joint water resources studies. The
Commission is represented on six river basin commissions, a number of Federal-
State water resources planning entities located throughout the country, and two
boards of the International Joint Commission. Commission representatives must
travel to the meetings of these entities.

Conservation Research 

An amount of $10,000 is requested for this program, related to the
development of energy conservation activities. Travel will be required to
participate in discussions on energy conservation activities.

Administration 

Administrative travel requirements total $40,000 for FY 1975. This includes
travel by the Commissioners and the staff for purposes not directly chargeable
to specific program areas. Included is travel to national and international
energy meetings, as well as conferences and meetings of industry, state and
regional agencies related to the regulation of the natural gas and electric
power industries, for personnel recruiting and renting Commission motor vehicles.
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22.0 - Transportation of Things 

Summary of Estimates 

1973
Actual

1974
Estimate

1975
Estimate Difference

Freight and Express $ 1,462 $10,000 $10,000

Household Effects 17,241 30,000 30,000

Total Costs $18,703 $40,000 $40,000 

The transportation of household effects reflects anticipated
costs associated with the increase and relocation of personnel.
Freight and express expenses for the transportation of office
furniture, equipment and other items are estimated to be the same
in FY 1975.

23.0 - Rents, Communications and Utilities 

Summary of Estimates 

Telephone, TWX

1973
Actual

1974
Estimate

1975
Estimate Difference

Telegraph $186,611 $211,000 $225,000 +$ 14,000

Postage 89,279 110,000 130,000 + 20,000

Rent, ADP Equipment 116,455 125,000 305,000 + 180,000

Rent, Copying
Equipment 64,355 93,000 93,000

Rent, Other Equip-
ment 40,867 43,000 52,000 + 9,000

Space Rental 41,388 47,000 2,100,000 + 2,053,000

Total Costs $538,955 $629,000 $2,905,000 +$2,276,000

The increase of $14,000 for telephone, TWX and telegraph in
FY 1975 reflects the anticipated increase in usage and the costs
associated with the installation of telephones for additional per-
sonnel.

The increase of $20,000 in postal costs reflects increase in
costs and in volume of mail.

Rental of ADP equipment in 1975 is increased by $180,000 to
provide for computer rental during the last 3 months for the Regulatory
Information System. An increase of $9,000 is requested for 3 IBM
magnetic card typewriters under the rental of other equipment.

A total of $2,100,000 is requested to cover the cost of spa(.,2
to house FPC in 1975. This includes an estimated $2,050,000 in rental
payments to GSA for presently occupied space and $50,000 for new space

in 1975 to house new employees.

- 27



4012

24.0 - Printing and Reproduction 

Summary of Estimates 

1973 1974 1975
Actual Estimate Estimate Difference

Public use forms $ 3,374 $ 12,000 $ 12,000

Publications (53,550)* 436,078 335,000 410,000 $+ 75,000

Maps 4,720 34,000 38,000 + 4,000

Binding 4,086 3,000 4,000 + 1,000

Legal briefs 730 4,000 4,000 -

Printing of forms,
cards, paper,
envelopes 11,183 42,000 45,000 + 3,000

Total obligations $460,171 $430,000 $513,000 $+ 83,000

*Change in resources -53,550

Total costs $406,621 $430,000 $513,000 +$ 83,000

Estimates for printing and reproduction requirements in 1975
cover the following items:

1975
1. Public Use Forms   $ 12,000

2. Publications

(a) Administrative Series

FPC Reports, Opinions and Decisions   44,000
Preliminary Prints of FPC Reports   98,000
List of Units of Property   800
Uniform System of Accounts-Natural Gas Companies . 4,500
Uniform System of Accounts-Public Utilities
and Licensees   1,200

Annual Report of FPC   12,000
FPC News   80,000
Federal and State Commission Jurisdiction -

Electric, Gas and Telephone Utilities   8,000

(b) Statistical Series

Electric Power Statistics   2,000
Depreciation Practices of Electric Utilities   7,000
Statistics of Privately Owned Elec. Utilities   5,500
Statistics for Interstate Nat. Gas PL Cos   5,000
Statistics of Publicly Owned Electric Utils.   3,000
Steam-Electric Plant Construction Cost   2,500
Sales by Producers of Natural Gas to Pipeline

Companies   4,000
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24.0 - Printing and Reproduction (Cont'd)

$ 3,000
2,000

(c)

Sales of Firm Electric Power for Resale  
Hydroelectric Plant Construction Cost  

Power Series

Hydroelectric Power Evaluation  7,000
Alaska Power Survey  9,000
World Power Data  1,500
Recreational Opportunities at Hydroelectric
Projects  18,000

National Power Survey  35,000

(d) Rate Series

National Electric Rate Book  7,000
All Electric Homes  1,000
Typical Electric Bills  3,000

(e) Gas Series

National Gas Survey  40,000
Gas Supplies of Interstate Natural Gas Cos 3,000
National Gas Supply and Demand  3,000

$410,000 

3. Maps

Principal Electric Facilities  $ 30,000

Major Natural Gas Pipelines-Small-2 issues  2,000

Principal Electric Facilities - 8 Regions  6,000
$ 38,000

4. Binding - Library  $ 4,000

5. Legal Briefs  4,000

6. Forms, Cards, Paper, Envelopes  45,000

Printing and Reproduction Grand Total $513,000

The total funds for printing in FY 1975 are $ 83,000 more than

in FY 1974. The Commission is required to fully publicize its

actions and to disseminate statistical information concerning the

regulated industries found necessary to the public interest. The

industries, interested parties, and the general public as well as the

Commission staff and other government agencies use the publications
in their day-to-day operations. The increase of $83,000 reflects

the increase in costs for printing the Commission's standard

publications.
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25.0 - Other Services

Summary of Estimates 

Storage of household

1973
Actual

1974
Estimate

1975
Estimate Difference

effects 90 $ 1,000 $ 1,000

Advertising 13,256 13,000 25,000 +$ 12,000

Maintenance and
repair of equipment 40,667 42,000 42,000

Space construction
and alteration

34,604 20,000 40,000 + 20,000

Microfilm services
6,855 15,000 15,000

Personnel investi-
gations 10,600 20,000 30,000 + 10,000

Health services 30,810 42,000 45,000 + 3,000

Employee training 37,708 57,000 75,000 + 18,000

Reception and
representation 241 1,000 1,000 -

Security guard 4,000 28,000 71,000 + 43,000

Building services - 20,000 + 20,000

Other contractual
services

156,737 124,000 142,000+ 18,000

Environmental studies - 30,000 350,000 + 320,000

ADP contractual
services 84,056 238,000 250,000 + 12,000

Regulatory Information
system (302,716)* 407,573 1,930,000 1,640,000 - 290 000

Total obligations $827,197 $2,561,000 $2,747,000 +$ 18E,000

*Change in resources -302,716

Total Costs $524,481 $2,561,000 $2,747,000 +$ 186,000

The amount of funds requested under this object classification is
$186,000 more than programmed for FY 1974.
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25.0 - Other Services (Continued)

By item the increases are as follows: Advertising - funds are increased

by $12,000 to meet the requirements of public notice under the Federal

Power Act of applications for licensing hydroelectric power projects;

construction and space alteration - funds requested are increased by

$20,000 to provide for building modifications; personnel investigations -

funds are increased by $10,000 to cover increased investigation costs

and the number of investigations; health services - funds are increased

by $3,000 to meet increased costs for professional medical services;

training - funds are increased $18,000 to provide training to keep

abreast of technical advances and to implement the FPC executive

development program pursuant to OMB Bulletin 74-1; security guard -

funds are requested to maintain the current third guard on 24-hour

duty at the present FPC location at 825 North Capitol Street at a

cost of $71,000 (GSA guard) or $43,000 more than in FY 1974; building

services - funds are included in the amount of $20,000 as needed for

overtime charges to keep building air-conditioning and heating systems

in operation; other contractual services - the increase of $18,000

provides additional funds to meet costs of analyzing data on fuel

supply submitted by utilities; environmental studies - an increase of

$320,000 is requested to provide outside expertise not available in

the staff in preparing environmental impact statements, particularly

generic impact statements and analyses of the safety aspects of a

project, particularly natural gas storage projects; ADP contractual

services - the increase of $12,000 is for increased ADP time-sharing.

The increases are offset in part by the smaller amount requested for

the Regulatory Information System in FY 1975.

26.0 - Supplies and Materials 

Summary of Estimates 

Office supplies

1973
Actual

1974
Estimate

1975
Estimate Difference

(16,300)* $ 43,833 $ 55,000 $ 75,000 +$20,000

Printing and
reproduction
supplies 85,737 95,000 150,000 + 55,000

Library supplies 25,168 16,000 30,000 + 14,000

ADP supplies 18,781 50,000 55,000 + 5,000

Total obligations $173,519 $216,000 $310,000 +$94,000

*Change in resources _+16,300

Total Costs $189,819 $216,000 $310,000 +$94,000
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26.0 - Supplies and Materials (Cont'd)

The cost of office supplies for FY 1975 is estimated to be $20,000above FY 1974. The increase of $55,000 for printing and repro-duction supplies provides for printing of Commission notices, orders,opinions, and reports. Funds for library material are estimated at$30,000 in 1975 to maintain information coverage of the highlytechnical fields in which the Commission must function and to providefor maintenance of various government manuals and regulations andpamphlets. The $5,000 increase in ADP supplies reflects the increasingutilization of ADP in FPC operations, and the needs of the RegulatoryInformation System.

31.0 - Equipment 

Summary of Estimates 

Emergency electric power
generators

1973
Actual

1974
Estimate

1975
Estimate Difference

$ 86,000 +$86,000

Office machines $ 53,252 $ 95,000 90,000 - 5,000

Office furniture (19,517)k 66,331 86,000 82,000 - 4,000

Printing equipment 14,962 25,000 40,000 + 15,000

Library publications 11,259 26,000 20,000 - 6,000

ADP equipment 346

Total obligations $146,150 $232,000 $318,000 +$86,000

*Change in resources - 19,517

Total costs $126,633 $232,000 $318,000 +$86,000 

Funds are requested to purchase 2 electric generators for use
under emergency conditions to provide electric power to operate the
ADP facilities and the air-conditioning system to provide a con-
stant temperature. No increase in funds is requested for office
furniture or office machines. The funds requested will be used for
furniture for new personnel, the replacement of worn-out furniture,
and furnishings needed for hearing, conference and meeting rooms at
the new location and for office machines such as typewriters,
calculators and adding machines for new employees and to replace
worn-out equipment.

$40,000 will be required to purchase one large press ($16,500),
one small press ($10,000) and replace an obsolete paper cutter
($13,500).

The funds requested for library publications are for the main-
tenance of reference books covering the professional disciplines
of the Commission including legal, economic, accounting, engineer-
ing, environmental, geological, managerial and other publications.
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CHANGE IN SELECTED RESOURCES 

FROM FY 1972 TO FY 1973 

Object Classification

Unpaid
Undelivered
Orders
1972

Unpaid
Undelivered

Orders
1973 Changes

24 Printing and Reproduction $312,854 $ 366,404 +$ 53,550

25 Other Services 334,470 637,186 + 302,716

26 Supplies and Materials 13,862 12,280 1,582

31 Equipment 51,856 71,373 + 19,517

Subtotal $713,042 $1,087,243 +$374,201

Stores 37,450 22,732 - 14,718

TOTAL $750,492 $1,109,975 +$359,483

The increase in selected resources resulted prim
arily from

other contractual services in processing Regulatory Inf
ormation

System data, and printing of the National Gas Survey 
Report

programmed during the last half of fiscal year 1973.
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FEDERAL POWER COMMISSION

Regulatory Information System

The Federal Power Comthission budget for Fiscal Year 1975 provides
for full scale development of the Regulatory Information System (RIS)
with agencywide computer capability installed to deal effectively
with three major national issues; 1) the critical natural gas short-
age, 2) electric power supply and 3) environmental impact on Commission
regulated industries.

Background:

A computer service contract was awarded in June 1973 for the
initial development of the Regulatory Information System (RIS). The
first developmental operational stage will begin about February 1974
and continue until the beginning of fiscal year 1975. During the
second half of fiscal year 1974, a second major ADP contract will be
issued to provide a comprehensive design for the Commission's data base
and the installation of terminals in various offices as well as the
establishment of terminal centers. Initial staffing for these activi-
ties will be provided by the RIS computer service contractors. It
is expected that this full scale development and implementation will
continue throughout FY 74 and FY 75. By the middle of FY 75, the
point will be reached when it will be economical to acquire computer
equipment at the Commission.

The Data Bank:

During Fiscal Years 1974 and 1975, the Commission will be build-
ing its data bank. The first major phase will incorporate public
use form data; this will be followed by data concerning daily and
periodic regulatory actions, such as licenses and applications. The
magnitude of the data bank will initially consist of millions of data
bytes; by fiscal year 1975, more than one billion bytes will be added.
Simultaneously, as instruction concerning the inquiry language is
extended among staff members of all bureaus and offices, the number of
computer terminals, CRT's and communications devices will be increased.
By the end of fiscal year 1975 about sixty such devices will be in use
throughout the Commission's headquarters. Almost each floor of the
nine story headquarters will have a data center for high speed input/
output.

This large scale data bank will require continuous "control" to
maintain its accuracy, reliability and completeness. It will be
changing dynamically each day -- to meet new regulatory needs. To
control the situation, the Commission will institute a program of data
management.

Data Management:

A principal component of the new Regulatory Information System
(RIS) will be data management. An organizational unit within the ADP
staff assisted by contractors will be responsible for the key computer
software components, the operation of the data management system and its
interaction with the operating system, the query language subsystem
and other software components. Within this framework computer experts
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will prepare instructions to the system which will control file struc-
tures, accesses, hardware responses and the effectiveness of the over-
all system. The head of this operation is known as the Data Manager.

The Data Manager will be assisted by ADP specialists. This unit
will be responsible for the entire inventory of data in the Regulatory
Information System (RIS) (over one billion bytes) and work in close
liasion with service contractors.

Contract Services:

By the end of fiscal year 1975, the development and operation of
the Commission's Regulatory Information System will include all
thirty-seven public use form documents; the next major phase, will be
the introduction of all data related to certificates, licenses and other
authorizations of the Commission. This step will permit greater
efficiency in staff processing of applications and bring the data "up-
to-date" with the most recent information changes. The availability
of all these data in one central data bank will allow much more com-
plete and sophisticated analyses of the facts affecting the regulated
industries; the Commission's staff will be able for the first time to
apply maximum computer resources to resolving questions related to the
major national issues: the critical natural gas shortage, electric
power supply and environmental impact on Commission regulated industries.
This increased computer activity will create the environment and factual
basis to encourage the regulated companies to exercise maximum effort
toward solving these national issues. The Commission's staff will de-
velop an array of analytical computer programs to deal with these
problems. To stimulate these activities, the Commission will establish
a unit of mathematical and statistical programmers who will act as a
focal point and a resource for consultation on designing computer
simulation models related to the national issues. It is expected that
the greatest benefit of this program will be the development of policies
in the public interest; for example, one simulation model may relate
the Commission's natural gas pricing actions to the rate of increased
findings of natural gas and well drilling activity. Another subsystem
will include the cost of transporting natural gas. The key to success
of this program will be design of the Regulatory Information System.
It will encompass participation by all professional employees of the
Commission.

In order to carry out this phase of the RIS program, the Commis-
sion will rely mostly on contractor personnel to review each of our
"processes" for handling certificates, applications and cases. These
systems and subsystems will be redesigned to improve timeliness and
reduce manual handling of documents. Images of the documents will
reside in the central data bank.

The FPC contractor will also install computer terminals and in-
struct FPC personnel in the bureaus and offices how to operate these
devices. Computer programs will be written to access the data bank
and retrieve information as it is needed. In addition, the contractor
will be required to review all information changes which may affect
the Regulatory Information System data bank.
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Service Contract Costs:

It is estimated that FY 1975 contract services for the data bank

of the Regulatory Information System will total $1.64 million. Funds

will be required to obtain computer time, personnel, equipment and

maintenance for the daily operation of the data bank and for the pro-

gram developmental activities of the contractor(s). These will con-

sist of: systems analysis, computer programming, data conversion

operations and training of FPC personnel. The computer service con-

tractor is expected to operate the system.

COSTS SUMMARY 
REGULATORY INFORMATION SYSTEM

FISCAL YEAR 1975 

Outside Contracts
Computer Rental @

$60,000 per mo. for 3 months

$1,640,000

180,000

TOTAL $1,820,000
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BUDGET REQUEST

Senator BELLMON. We will also try to keep our questions brief.
Mr. NASSIKAS. On the first page, I pointed out right at the beginning

our budget estimate total is $32,393,000 and 1,337 positions. That is an
increase of $3,697,000 and 40 positions over our 1974 budget.
The $3,697,000 increase breaks down to $2,230,000 for office space

and related requirements. This is the first time that our agency will
be called on in the new budget to pay the rent for our new building.

Incidentally, if I had this kind of an appropriation, $2,230,000 to
pay rent annually for about 15 to 20 years, I think I could build a far
superior building to the one that we are in. We did not design it, and
we are confined to it.
Senator BELLMON. Is it a Government building?
Mr. NASSIKAS. No; it is rented by GSA, and it is rented by entre-

preneurs for profit.
This is Commissioner Springer, Senator Bellmon.
So anyway, that is a $2,230,000 increase. The rest of the increase,

which amounts to $1,467,000 is largely increased pay costs and the
cost of 40 additional personnel, amounting to $922,000 of that; and
then travel, supplies, materials and contractual services accounting
for the remaining $545,000.
The following summary on page 2 of my statement shows the break-

down in positions by program. I will not go into the history of the
Commission beginning in 1920, which starts on page 3.

GAS SHORTAGE

But we might get to page 4 where I make reference to the natural
gas shortage in the country. I have been testifying to this shortage
beginning with my first appropriation hearing in 1969.
The shortage has deepened. We have extensive curtailments. The

major interstate pipelines predict a 10-percent deficiency in meeting
total firm requirements, including sales and curtailments to other
reporting pipelines, for the 12 months ending August 1974. The find-
ing: production ratio—that is, how much gas we find in relation to
how much we produce—is less than 0.5. Thus, we have produced twice
as much gas, or a little over that, as we have found in the course of the
past 6 years.
The only heartening sign, I must say, is that our drilling statistics

are up; exploration and development reached a peak this last year
for gas, not only for gas, in comparison to the last previous peak in
1961. Also, the lease sales that the Government has finally embarked
on should produce considerable additional quantities of both gas and
oil over the course of the next 5 years.

Currently, we have a deep shortage of natural gas, and it is not going
to get much better, from the standpoint of our meeting demand. One
more statistic that I do not have in here, Prudhoe Bay, Senator
Stevens, as you know, has about 26 trillion cubic feet in associated gas.

REQUIREMENTS FOR GAS

Now, our staff estimates that we must find at least 30 trillion cubic
feet of additional reserves annually between now and 1985 in order
simply to stay even with the growth in demand. That means a little
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more than one Prudhoe Bay each year between now and 1985, and
this is the problem we are confronted with.
Senator STEVENS. You can probably do that if you come up our way

and look hard.
Let me ask you one question, and maybe when we get back we can

take a look at it, Mr. Chairman. The Department of the Interior just
came in and asked for a special supplemental to deal with the applica-
tion pertaining to the transportation of Alaska gas. I would like to
know from your people if you need additional money in that supple-
mental, too.
Mr. NASSIKAS. As soon as you come back, I will be glad to answer

that.
Senator BELLMON. There is a vote on. It will be necesary to recess

the committee for a few minutes while we go vote.
[A brief recess was taken.]
Senator BELLMON. All right, gentlemen.
Mr. NASSIKAS. Mr. Chairman and gentlemen, I am on page 6, and

I am just summarizing.

CURTAILMENTS, NEED FOR STAFF

We need additional personnel to handle our curtailment proceed-
ings. It is much easier to regulate if you have an abundant supply
of the fuel or commodity than it is in times of shortage, and we are
in a time of shortage as to natural gas.

ELECTRIC POWER, FUEL SUPPLY, AND REQUIREMENTS

Also, the fuel situation for electric power supply is very disturbing.
We have identified that shortage 4 to 5 years ago as probably the
single most important problem confronting the electric utility indus-
try. It is really not insufficient capacity that is the problem, but rather
an inadequate supply of fuel.
Since we have the responsibilities related to electric power, we

work extensively with the Federal Energy Office, to whom Congress
has delegated the primary responsibility for the mandatory allocation
program. But we estimate the requirements, and the Federal Energy
Office allocates to the utilities throughout the United States based upon
our estimate of utility requirements.

ACTION TAKEN TO INCREASE GAS SUPPLY

On page 7, I detail a few actions that we have taken to elicit addi-
tional supplies of gas. We have increased wellhead prices; we have
an advanced payment program; we have released small producers from
rate ceilings and adopted emergency measures for short-term sales.
And we have tried to induce exploration and development not by
words but with actions. We have been only partially successful.
As you know, we regulate about two-thirds of the natural gas, and

one-third is in the unregulated intrastate market. We do have exten-
sive responsibilities for pipeline imports from Canada, also for lique-
fied gas imports from foreign countries. These projects require several
man-years in each instance to analyze.
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PRUDHOE BAY PIPELINE

Getting back to your question, Senator Stevens, I understand the
supplemental requested by Interior is approximately $5 million. We
are trying to work out a program with the Interior Department, and
we have been working on this for about 6 months now, to prepare one
environmental-impact statement for the two competing applications—
one for transporting liquefied gas from Prudhoe to Valdez, a tidewater
port in western Alaska, generally following the route of the TAPS oil
pipeline, and so forth; the second proposal would either skirt the arctic
wildlife refuge or possibly go through it, in any event, to Canada,
about 195 miles southeast of Prudhoe Bay, then down across the Yukon
northwest territories, through the Mackenzie River Valley down to,
well, through Calgary and that section, and then branching out to a
point in Montana, thence to the Midwest; with a branch connecting to
the northwest pipeline system some place around a point in Idaho.

ENVIRONMENTAL-IMPACT STATEMENT FOR PRUDHOE BAY

Now, if we can prepare one impact statement, as we are trying to do,
I do not believe we will need any supplementary appropriation. The
man-years involved for this impact statement in Alaska, at least the
way Interior wants to do it, I would estimate are at least 50 man-years,
and perhaps close to 100.
The Interior Department believes that under the National Environ-

mental Policy Act, the impact of that project on Canada must be
evaluated as part of the overall environmental evaluation. I do not
know what portion of the man-years will be devoted to that, but that
alone is some undertaking.

FPC JURISDICTION

We, of course, have jurisdiction over the import to the United States
across Canada, if that is the line that is taken. We have to evaluate it
anyway—and also over the facilities at the border, so that, in a word,
the construction of the energy system from its inception to point of
delivery in the United States, the U.S. pipeline purchaser is our
responsibility.

Interior, of course, because most of the line goes from State lands at
Prudhoe Bay, then through Federal lands, whichever direction it takes,
has the primary responsibility on the right-of-way over Federal lands.
When we get into the United States, our responsibilities become the
lead on any pipelines that are constructed. I do not think we will need
a supplemental appropriation if we can work out our program with
Interior the way we are trying to do it.

COMPREHENSIVE ENVIRONMENTAL-IMPACT STATEMENT

Senator STEVENS. I am concerned that what is done ought to be a
comprehensive environmental-impact statement that would cover the
alternatives that are involved, and not only the alternatives but the
extensions of the proposed main line.
Mr. NASSIKAS. Yes, I agree, Senator Stevens.
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Senator STEVENS. I am fearful we may get to the point where we
may want to take our royalty gas and find that the lines of extension
to the main line, wherever it might go may cause procedural problems.
I am sure you know Alaska is in favor of the trans-Alaska branch
line—but wherever our lines come up, they ought to be covered by this
environmental statement, too, so we do not face a delay if and when
we have the ability to utilize our royalty gas. That woula be exorbitant
in terms of the time frames involved at that time.
So that is why I asked whether you and—I understand Interior has

the right-of-way problem, but it seems that you have the total dis-
tribution of the availability of the gas and where it should go. That
ought to be your problem.
If they need almost $5 million, my question is, how are you going to

absorb your portion under your existing budget?
Mr. NASSIKAS. We have to utilize some of the environmental evalua-

tion, largely, of Interior's personnel. We will have to utilize it, and
that is what we are going to try to do.
Senator STEVENS. I understand.
Thank you.

NATURAL GAS SURVEY FINDINGS ON GAS SUPPLY

Mr. NASSIKAS. We initiated a National Gas Survey early in 1971. At
the conclusion of that survey, at a cost of about $1.5 million—using
petroleum engineers

' 
geologists, and others, a very sophisticated

study—we concluded that the overall national gas reserves were less
than 10-percent lower, that is about 258.6 trillion cubic feet, as of the
end of 1970, compared to the American Gas Association estimate of
286.7 trillion cubic feet.
You may recall that even now there are skeptics regarding the ex-

tent of the natural gas shortage. There are differences of fuel judg-
ments as to the extent of the natural gas shortage. At the same time,
it is quite irresponsible, in my opinion, to adhere a view that, while
there may be some differences in reserves forecast, we have plenty
of natural gas to meet the demands of our economy. We do not. We
may have it in the ground; we may have it far out to sea, but we do
not have it in the form of reserves that can be readily delivered to
market in a short period of time to meet the demands.

CONTINUING STUDIES OF GAS RESERVES

We are conducting continuing studies of our gas reserves. In fact,
we are about tro issue a national rulemaking which covers, on a com-
prehensive basis, various reporting procedures for gas reserves. We
have conducted uncommitted gas reserve studies—that is, what avail-
able gas reserves are there that have not been committed to contract—
on a national basis four times, and each time determined that the level
of reserves that are uncommitted does not seem to be out of line with
the total amount of gas that you have available for delivery; in other
words 3 to 4 trillion cubic feet, in round figures, of uncommitted re-
serves, compared to an order of magnitude of 250 to 275 trillion cubic
feet of proven reserves.
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NET GAS RESERVE POTENTIAL

Senator HATFIELD. Mr. Chairman, could I interrupt at this point?
Senator BELLMON. Yes, you are recognized.
Senator HATFIELD. Mr. Chairman, it seems like whenever any com-

mittee I have sat on gets into the idea of projecting fuels or energy
supplies or reserves, we never get to the net question; we are always
talking about gross figures.

Just to cite an example, in 1965 on the average we could get 100,000
Btu's for $1. And in that constant $1, in 1970 we only got 80,000 Btu's
for that same $1. And it is projected by 1975, we will only get 50,000
Btu's for that same constant $1, so obviously it is taking more energy
to produce energy—drilling deeper, more geologists, all of the other
things that go with energy development.
Now, when you are talking about this study and the number of tril-

lion cubic feet that you use, are we talking only in gross terms, or does
this study incorporate netting out a figure as to what our real poten-
tial is?
Mr. NASSIKAS. This is the proved reserves which are economically

recoverable reserves that can be produced for market under existing
economic conditions and assumptions.

Senator HATFIELD. And technology?

POTENTIAL GAS RESERVES

Mr. NASSIKAS. And technology.
Now, the potential so far is not included in these figures. We do

have some analyses of probable, possible, and speculative, those three
additional factors that are basically determined by the Potential Gas
Committee, which is an industry committee under the auspices of the
Colorado School of Mines. The U.S. Geological Survey also has an
independent analysis using a different approach.

Senator HATFIELD. But it is still only in gross terms, is it not?
Mr. NASSIKAS. Well, their estimate is potential as compared to

proven. In other words, it is 1,100 to 2,400 trillion cubic feet of poten-
tial that could be reduced to a proved category if the technology is
available, and if the economic resources are available, and, let us say.
that if these resources are physically accessible within the limits of
that technology.

ENERGY UTILIZATION

Senator HATFIELD. Well, let me approach it another way.
In 25 years of nuclear fission, we have talked about x number of kilo-

watts that have been produced, in gross terms. If we want a net value
of the amount of kilowatts, there are studies I have seen that say we
have only had 50 percent production, net. Now, there are others who
would say, if we want to go back to the uranium mine and start there
for the energy requirement to get the uranium, and then go through
all the energy-requiring steps that culminate in the generation of a
kilowatt of electrical power, the net production of energy from
employing this technology has been zero.
Do you see what I mean?
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ENERGY CONSERVATION

Mr. NASSIKAS. I understand exactly. From the standpoint of the
usable energy from the proved reserve figure that I gave you of 258.6
trillion cubic feet in the ground, the volume losses have to be in the
area of about 10 to 15 percent, delivered to the consumer. The efficiency
which the consumer realizes from the gas he burns varies widely
depending on the appliances he uses.
You are referring to conservation. Certainly, in that area, much can

be done not only in transmission and use at the point of consumption.
but also at the point of production, whether such pertain to secondary
or tertiary recoveries of gas. We have promulgated one or two rule-
makings that have been of some modest assistance in this respect.
We have authorized the installation of additional compression, for

instance, on a well that otherwise you would abandon. Additional
compression might involve costs of $100,000, $200,000, whatever it
might be. An applicant files for additional compression he wishes to
install and states the estimated cost. We then determine on the basis
of his filing and staff analysis whether we will allow an increase in the
price for gas. This, in a way is conservation, as I see it. It is modest,
however.
Our Chief Engineer—and this is in my statement, but I will depart

from it—our Chief Engineer spends 100 percent of his time concen-
trating on a conservation program. He is an expert in his own right.
His name is Charles Berg. We have asked for three people in our
budget, in addition to Dr. Charles Berg, to carry out a pretty extensive
conservation program.
You may say, well, how can you do that with only four people, and

the question would be well taken. It is difficult, but we feel that we
can use regulated industry's resources by pointing out the areas in
which we would like to have demonstration projects conducted by
industry, that is, regulated industry, and by them, with their cus-
tomers.
Right now, we are working on a program with Dow Chemical, for

instance. There is another program that is being worked on in Maine
with the paper industry on the use of processed heat to reclaim it in
the form of electric power, which may insure the efficient use of that
particular program.

CONTINUING GAS RESERVES STUDY

The Gas Survey—I just want to get back just 1 minute—the major
undertaking of the Gas Survey, of the funds that I have asked for here,
for our Commission, would be for an independent continuing analysis
of the Nation's natural gas reserves.
The rest of the survey is really policy considerations, as you can

see, which will be done with advisory committees, as well as our staff
and other Federal Government agencies. But the continuing study
of the Nation's reserves is an absolutely indispensable priority, in my
opinion, to enable us to stay on top of the reserves available in the
United States and, therefore, determine regulatory policies to induce
the necessary level of exploration and development, unless the Con-
gress sees fit, as I would recommend, to deregulate new supplies of
natural gas and new commitments to the interstate market.
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ENERGY USED TO PRODUCE ELECTRICITY

Turning to electric power for a minute, right now most studies
would not dispute the fact that about 25 percent of our energy re-
sources, primary energy resources, coal and oil, natural gas, uranium,
are consumed in the production of electricity. There is very little dis-
pute, even by the no-growth advocates, or the Club of Rome zero-
growth advocates, or shall we say even by those who think we can
maintain 7 percent compound growth rate between now and the year
2000, no matter how you analyze it, the percentage of our energy re-
sources, whatever resource consumption may be, we'll still hover
around 50 percent in the year '2000 to generate electric power.

Accordingly, it is extremely important that we develop the re-
sources, that we conduct studies that are necessary for a reliable sup-
ply of power throughout the United States, 'and work, as I said
earlier, with the Federal Energy Office or anybody else that you want
us to work with, or anything that you assign or delegate to us, inde-
pendently of anybody else.

GREENE COUNTY DECISION

Greene County is a favorite case. This case last year caused an in-
crease of 72 positions, which the Congress granted, as a result of addi-
tional environmental responsibilities imposed on us. The simplest way
to explain this is that before Greeve County we circulated what we
believed to be a draft environmental impact statement consistent with
the requirements of the National Environmental Policy Act. Each
applicant's impact statement was amplified by deficiency analysis by
our staff, and the revised statement was then circulated among agencies
for the review required by NEPA. The court said "No" that is not
an independent environmental impact statement; you are just circulat-
ing the applicant's statement; you must make an independent
evaluation.
We appealed to the U.S. Supreme Court. The Supreme Court denied

certiorari. Therefore, we had to ask for additional people to prepare
and circulate the statements the way the court said we should. 'Whether
tho Congress intended it that way, I do not know. The court said you
did, so I have to abide by their ruling.

NEED FOR EXPERT PERSONNEL

In any event, Greene County is still with us. NEPA is still with us.
We take our environmental responsibilities very seriously. At the same
time, we also believe that we ought to have an adequate supply of
energy in the country. To carry out both responsibilities, we need
people, experts, not simply clerical personnel. We need biologists; we
need engineers; we need ecologists, those kinds of disciplines to ana-
lyze applications and, of course, to always examine the energy alterna-
tives to any project.

ENERGY SYSTEMS

We assist the Atomic Energy Commission, the Corps of Engineers,
the Department of Interior, and others, and they assist us, to the extent
of our respective abilities, in analyzing various power projects—but
I prefer the term energy projects—within the country. We are dealing
with energy systems and not simply a piece of hardware some place,
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stuck out in the country. It is highly integrated. It requires highly
skilled personnel.

BARE-BONES BUDGET

I will say this: While we could use, probably, 100 or 200 more people
than I have on this project, I consider this a bare-bones budget. It is
extremely difficult to hire, to employ, the kind of competence that you
need. It is better not to hire, as far as I am concerned, until we can
get the right persons. So I say it is a bare-bones budget. You probably
hear that from every Commission that comes before you. I do not know
what you hear. All I can tell you is that this one is pared down con-
siderably. I think within these resources, though, we can carry on, and,
hopefully, we can hire the personnel.
Last year we were unable, actually, to fill the positions that you had

authorized for us, even though we made an in-depth effort by all per-
sonnel. So this year I hope we are more successful.
I think I have said enough for the time being, and I will respond to

questions.
My whole statement will be in the record, will it not?
Senator BELLMON. Yes, your complete statement has already been

incorporated in the record.

BLUE RIDGE CASE

Senator BELLMON. Senator Hatfield, do you have a question?
Senator HATFIELD. Mr. Chairman, I have one more question.
Getting to this personnel workload, last week in our Interior Com-

mittee we were holding a hearing relating to the wild and scenic rivers
designation for the New River in the Carolinas and Virginia. And in
the testimony, it came up that there had been a case pending before
your Commission for 9 years.
Mr. NASSIKAS. That is right. Blue Ridge.
Senator HATFIELD. And the Interior Committee expressed amaze-

ment as to why, in the span of 9 years, the Federal Power Commission
had not rendered some kind of a decision.
Now, could you give us a little explanation of that, because the In-

terior Committee designated me to bring the message back.
Mr. NASSIKAS. Well, I might respond to that, by asking how much

of the time consumed was as a result of their participation in this case.
Senator HATFIELD. In legislation?
Mr. NAssnins. And the studies which they presented on this which

succeeded in delaying the project, also.
Of course, it is difficult to apologize for regulatory lags that I do

not endorse and my colleagues do not endorse. This case perhaps
started in 1965 or 1966. I have been Chairman of the Commission
since 1969.

ENVIRONMENTAL DELAYS

We were ready to decide that case about a year and a half ago.
Environmental interveners came in, as well as State attorneys general.
We felt that we should reopen the proceedings. Also, the Greene
C ounty decision came down, and we felt that because of Greene County
and NEPA and the interventions, that it would be better to go through
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the due process which is necessary to decide the case, rather than to
decide it, then go up on appeal to the courts and get reversed.

Senator HATFIELD. That was a year and a half ago.
Now, what about the first 71/2 years?
Mr. NASSIKAS. The first 71/2 years, there were all kinds of evidence

presented. It was a moribund case for quite a while, but Interior's
participation in the case consumed several years.
Senator HATFIELD. In other words, it was not necessarily the quality

of personnel or the inability to hire the personnel you just referred to?
Mr. NASSIKAS. I do not think so. I think that 
Senator HATFIELD. When are you going to get a decision?
Do you know?
Mr. NASSIKAS. Let me answer this very seriously, Senator. If the

Congress will let us go ahead here and decides not to pass a bill to
stop the project, or to study it another 5 years, which is the nature of
the bill, as I understand it—
Senator HATFIELD. No; we are ready to propose a wild and scenic

river and remove the issue.
Mr. NASSIKAS. Well, whatever it is, if you remove the issue, we of

course will not be privileged to decide this.
Senator HATFIELD. If you are so privileged, how much longer will it

take you?
BLUE RIDGE DECISION

Mr. NASSIKAS. If we were privileged to decide the case, I will give
you an estimate on that. Barring any other interference in this pro-
ceeding, I will say in 3 to 6 months.
Senator HATFIELD. Thank you very much. I will take that back to the

committee.
Mr. NASSIKAS. Is my estimate about in the ballpark?
Mr. BROOKE. Chairman Nassikas, your estimate is certainly in the

ballpark.
I might add this in responding to the question of Senator Hatfield.

We arrive at Commission decisions with oft-time lengthy deliberations.
But beyond that, Senator, you have to recognize that there is an ap-
pellant remedy that intervenors may pursue in the courts which might
take many more years.

SCENIC HUDSON

The Scenic Hudson case, the celebrated Storm King case in New
York, was in the courts for many, many years after the Commission
initially issued a license for its construction long before I came to the
Commission back in 1968, and that project is just now being con-
structed—while still subject to court attack.

Senator HATFIELD. I appreciate the fact the courts can cause further
delay, but we were interested in just the Federal Power Commission's
9-year stint on this case.
Thank you.
Mr. NASSIKAS. We are ready now.
Senator HATFIELD. Three to 6 months?
Mr. NASSIKAS. Three to 6 months.
Senator HATFIELD. I have no other questions, Mr. Chairman.
Senator BELLMON. Senator Young, do you have any questions?
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Senator YOUNG. I have no questions.
Senator BELLMON. Senator Schweiker ?
Senator SCHWEIKER. I have no questions.
Senator BELLMON. Mr. Chairman, I have a couple of points I would

like to raise with you.

FPC AND THE ENERGY CRISIS

I notice on page 3 of your statement that you stated the Federal
Power Commission—it is the last sentence in the first paragraph—"the
principal governmental reliance in meeting U.S. energy problems."
Mr. NASSIKAS. A principal governmental reliance. It should say one

of the principal reliances.
Senator BELLMON. Which is "the"?
Mr. NASSIKAS. There is no "the."
Senator BELLMON. Do we need "the principal"?
Mr. NASSIKAS. I would like to see it the principal Government

agency. Of course, the Federal Energy Administration eventually,
once it is authorized to go ahead, I suppose will become the principal
Federal agency responsible for energy. But so long as we control
natural gas, which is one-third of the U.S. energy supply, and then
15 percent of the electric power resources through our hydroelectric
licensing responsibility, we still are responsible for a big sector of
energy. And that is why I say we are "a principal reliance." 'Whether
we should continue to be or not I do not know.
Senator BELLMON. Well, if you are a principal governmental re-

liance, do you take the responsibility for the present energy crisis?
Mr. NASSIKAS. I take responsibility for whatever phase of the energy

crisis that we have the responsibility for; namely, on natural gas
within the framework of a very narrowly structured statute which
the Congress passed, not I.

NATURAL GAS DEMAND STIMULATED BY LOW PRICE

We, I believe, have succeeded in stimulating artificial demand for
natural gas by underpricing it. We have succeeded in drying up
sources of capital rather than having a vast exploration and develop-
ment effort sufficient. to produce the gas that is necessary at a price
which will serve consumers' interests in continuing service, even
though they have a higher price.
Now, then, we have a statute which court after court has inter-

preted since 1938 as being cost-based, and states in case after case that
you can consider other factors, but that your point of departure and
your primary reliance must be on cost. It is virtually impossible to
regulate as the market would, because the market is not necessarily at
all times a cost-based market. Markets do not work that perfectly
except in Adam Smith's textbooks and in some economists' textbooks.
Second, as to responsibilities—and again I am not apologizing for

anything, and I think I should tell you what the realistic facts are.
After all, one-third of natural gas is unregulated. We regulate two-
thirds. We do not regulate industrial sales, by the way, either, and
that is about 1.5 trillion cubic feet, or 10 percent of the interstate
market that we regulate. That is another problem with the regulatory
statutes.
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We do not have authority, such as that under sanctity of contract
principles, to establish rates solely on noncost factors or economic and
market factors that I include.

RESPONSIBILITY FOR RELIABLE ELECTRIC POWER

In electric power regulation, Congress has assigned to us the re-
sponsibility under section 202(a) of that act for a reliable, abundant,
low-cost supply of power throughout the United States. That is vir-
tually where we stop, except we do not have authority to really carry
out that mandate. We are carrying it out through reliability councils,
through working with power pools throughout the United States, and
giving industry the primary role to develop electric power resources.

RATE DESIGN

Next, on rate design—and this is the final point—we have a Federal-
State system in the United States which none of us wants to change.
Through the Federal-State system, the State regulatory agencies are
responsible for 93 percent by dollar value of the regulation of the
private electric utility industry. We are responsible for 7 percent of
electric power sales, bulk wholesale in interstate commerce, 15 percent
by kilowatt-hours. The States have authority over 85 percent by kilo-
watt-hours.

NATURAL GAS RATE DESIGN

Regarding natural gas, whatever we may do in rate design, for
instance, our jurisdiction may or may not stop quite at the city gate
although so far we have adopted a policy of stopping at the city gate.
If we impose incremental pricing, for instance, where we say that a
consumer must buy natural gas at the incremental cost of delivering
that gas, let us say $1.50 per Mcf from Algeria, which is a realistic
figure in terms of applications that we have pending before us—and
we say that that gas should be sold for resale by the pipeline at $1.50
per Mcf to a distributor, the distributor can then charge his customers
for the gas on a rolled-in basis at a cost which might be at 50 cents
rather than $1.50.
Thus, the effectiveness of rate design split responsibility is not good.

I think the direction we should go is less regulation to try to fill up
some of these gaps. I think less regulation is going to be much more
successful, especially as to natural gas. Let us have an unregulated
market, that is except by antitrust and other considerations.
Senator BELLMON. Well, representing, as I do, a gas-producing

State, I agree with you. But I could not help but be at least partially
persuaded by the arguments I heard Senator Pastore make on some
Senate debate one day, in which he pointed out that once his constitu-
ents in the State of Rhode Island are connected to the natural gas lines,
and once they have bought natural gas appliances and have made their
investments in gas heating equipment and this sort of thing, that there
needs to be some kind of regulatory body between his consumer, his
customer, his constituent, and the gas supplier.
His objection was that we should not do away with the FPC's regu-

latory role, but rather that the FPC should become more realistic in
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the price of gas that is established, so that there will be more realistic
production.

COMPETITIVELY PRICED NATURAL GAS

Are you making an effort to price gas competitively with other
sources of fuel?
Mr. NASSIKAS. We are making an effort. However, the statute, in

my opinion—and this is subject to disagreement 
Senator BELLMON. You mentioned it is a cost-based 
Mr. NASSIKAS. It is a cost-based statute.
Senator BELLMON. Well, is this the hangup ?
Do we need to change the statute?
Mr. NASSIKAS. Yes, sir. If we do not have deregulation of gas, we

should change the statute to enable the Federal Power Commission to
prescribe prices on the basis of commodity cost, cost of intercompeti-
tive fuels, economic and market factors, in addition, and specifically
state the FPC does not have to prescribe prices on the basis of cost or
on the basis of public utility concepts.
This was essentially the sanctity of contract bill that was before

the Senate last term. This is, however, not my first choice. My first
choice is to deregulate new gas commitments under proper guidelines.

CONSUMER PROTECTION

Senator BELLMON. In the event of deregulation, what happens to
Senator Pastore's constituents?
Mr. NASSIKAS. Under deregulation, his constituents are going to be

very amply protected, at least if we have deregulation along the lines
that I want, in the sense that we would still retain our jurisdiction.
My colleagues and I differ on this. I say that we should retain our

jurisdiction to review in the pipeline companies' cost of service
whether or not the purchase price that they have paid is reasonable,
so we continue our regulation from that standpoint.

Second, even if we did not have that, Senator Pastore's constituents
would be protected nicely by Archie Smith up there and his colleagues
on the Rhode Island State Commission who control, not the price of
gas that the pipeline is charging, but rather all of the other costs that
the distributor is paying for.
Let me give you another example. I gave this to Senator Pastore,

too; I gave it to him recently.
Let its say the price in Providence, R.I., is $2 for 1,000 cubic feet.

That is a pretty good figure; it is fairly accurate. And they are paying
up there, the wellhead price of gas on the average would be about 25
cents; the delivered price would be more, not the wellhead price.

WELLHEAD PRICE OF NATURAL GAS

Now, let us say in a freer market, the wellhead price on average
doubled. Suppose it went to 50 cents. Still, on that homely example,
the price to that constituent would be $2.25 or a little over a 10-percent
increase, which would be a lot less increase than his increase in elec-
tricity costs, which are also influenced by the volatility of fuel prices.
On average, about 40 percent of the increase in the electricity prices is
a result of increases in fuel costs.
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Senator BELLMON. Now, your statements make some sense. We may
want to talk to you later about some legislative remedies to the
problem.
Let me go on to another question here, to get back to your budget

for just a moment.
FUNDS FOR PAY INCREASE

According to your testimony, you have not been able to hire the
people that the committee authorized in the current fiscal year. This
would mean, then, that you have some excess funds still in your budget
that have not been expended.
The question is, can you use those funds to absorb the 1974 increase

in pay costs that you have pointed out?
Mr. NASSIKAS. We do not think so, because, again, I do not want

to be too optimistic, but we have a crash program to hire people. On
the other hand, there may be some surplus funds, some surplus funds,
which could be utilized. I would be less than candid if I said other-
wise, but I cannot give you a quantified figure right now. Perhaps my
staff could submit one. Would that be all right?
Senator BELLMON. We would appreciate it if you could submit that

figure for the record.
[The information follows:]
The Commission has a current appropriation of $27,000,000 for FY 1974 and

has requested a $1,696,000 supplemental to cover pay increase costs. The supple-
mental request has been reduced by the House by $96,000. If we are not required
to pay from FY 1974 funds the back pay costs arising from the President's de-
cision to delay the pay increase in FY 1973, we could absorb an additional re-
duction of $200,000.

NEW POSITIONS

Senator BELLMON. I notice also, 'Mr. Chairman, using the chart that
you submitted on page 2 of your statement, that in 1973 the Com-
mission had 1,263 positions; in 1974, 1,297; and 1975, 1,337.
Mr. NASSIKAS. Yes, sir.
Senator BELLMON. And you are projecting only 40 for the next

year?
Mr. NASSIKAS. Yes, sir.
Senator BELLMON. It seems like the agency has been growing rather

rapidly.
Mr. NASSIKAS. Yes.
Senator BELLMON. Is there some reason for the rapid past growth?
Mr. NASSIKAS. Yes. I think probably the largest two or three reasons

are the shortage of natural gas and our curtailment programs, allo-
cations programs, and fuel rate designs have required more personnel,
both on the gas and electric side. Second, the increase in our environ-
mental responsibilities, as a result of not only NEPA but air quality,
water quality, and the proliferation of requests from other depart-
mental agencies, as well as the Congress, that are justified, all of which
are justified, I think have added to our resource demands.
We have pioneered in a number of projects which have required

extensive personnel. We are setting rates now in a way that this agency
has never done. We have a data processing system which I think is
going to be a model for all regulatory agencies when we are com-
pleted with it. But it will place the Federal Power Commission on
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a computerized basis where we can compete very effectively with all
other regulated industry. And I think as regulators, I think we should
have at our command the same kind of evaluation with computers as
regulated industry has. We are almost there. We are about half to two-
thirds of the way there.

FUTURE GROWTH

Senator BELLMON. Do you anticipate, then, that this growth in per-
sonnel will continue into the future?
Mr. NASSIKAS. I do. I cannot envision any cutdown in environmental

responsibilities, but rather increases. The gas shortage is pervasive, and
I cannot envisage anything except more work in the area of curtail-
ments. I, therefore, believe it is going to continue.

ELECTRICAL INDUSTRY SYSTEMS EVALUATION

Senator BELLMON. I notice also in the same chart that you point
out that you have quite a lot of people working with power, electric
power industry systems evaluation. Is this an area where there is a
conflict between the Federal Power Commission and the AEC?
Mr. NASSIKAS. No. Our systems evaluation is largely reliability of

the systems to supply power to the consumers of the -United States.
AEC's responsibility is not reliability of the systems but rather only
the nuclear aspect of the systems. In fact, while we know nuclear is
going to become a very predominant source of electric power in the
next 20 or 30 years, today less than 4 percent of our power is generated
by nuclear energy. Whereas hydropower is far more important as of
right now to our economy than nuclear power is.
We hope that the nuclear program will get back on track. We are

30,000 megawatts behind, Senator.

DUPLICATION BETWEEN FPC, AEC, FEO, AND INTERIOR

Senator BELLMON. Then, is there building potential for conflict
under present law, and do we need to be concerned, as nuclear energy
takes over more electric power generation, that the AEC's role will
conflict with your traditional role?
Mr. NASSIKAS. I believe that we could eventually get into some pos-

sible conflict, depending upon who is cooperating with whom. I have
advocated it, and now maybe is the time to say it. I think that if the
research activities of the Atomic Energy Commission are spun off to
ERDA or to some other agency, then AEC becomes a licensing agency
for nuclear systems. And I think it would be very logical to establish
a Federal Energy Commission that would consolidate the licensing
and economic regulatory functions of the Federal Power Commission
and AEC. This is not a new concept; I have said this before over the
past 2 years.
Right now there is no conflict. We are working coordinately to-

gether, and we will continue to do so.
Senator BELLMON. Well, is there duplication or overlap?
Mr. NASSIKAS. I do not think there is. There has to be some where

you have one licensing agency determining and examining energy
alternatives; for example, as to NEPA, we examine energy alterna-

•
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fives for AEC. They examine it also. To that exent, their licensing
process for a nuclear plant is set up differently than is ours. There
are some duplications, but they are minor at this stage.
I was going to say there are some duplications, too, between Interior

and the Federal Power Commission, and the Federal Energy Office and
the Federal Power Commission. That is why I would like to see some
more centralization of responsibility and accountability in one or two
agencies, rather than five or six, as it is now.

RESTRUCTURE FEDERAL REGULATIONS

Senator BELLMON. Well, would you agree that it is going to be
difficult for this country to work its way out of the present energy
shortage unless we do restructure the Federal regulatory and policy-
making efforts?
Mr. NASSIKAS. Yes I do. I think that one of the most fundamental

undertakings that will give us great rewards would be to restructure
the policy establishment, the energy policy establishment, so that
we can have certain policies upon which private industry can de-
pend. You have the Environmental Protection Agency, for example,
establishing air quality requirements, in advance of technology, and
insisting that these standards be enforced. And then you have another
agency, the FPC, trying to establish a reliable supply of power
through the United States. You have a square conflict which ought to
be resolved by somebody, by a centralized agency, in my opinion. That
is just by way of an example.
Senator BELLMON. Well, I agree with your statement here on page 5

that we have been outstripping our additions of natural gas for sev-
eral years, and the other things you say about a deficiency growth in
years to come. It is obvious to me that we have been doing things
wrong in the past, and we need to take some approaches or we are
really going to have ourselves a serious problem.
Now, Mr. Chairman, there is another vote, but I would like to just

say one thing before I have to recess the committee briefly.
Your statement that gas building has now reached a peak may lead

to some wrong conclusions, in that some may feel that the low price
of interstate gas is not a deterrent to drilling. I think the record ought
to show that most of the gas coming from these new wells is going
intrastate where the prices will double maybe triple in some cases.
Mr. NASSIKAS. Certainly, a substantial part of the drilling is intra-

state, and certainly part of the drilling is due to the lease program,
not as result of our price. It is complex.
Senator BELLMON. We will recess the committee very briefly while

we vote.
IA brief recess was taken.]
Senator BELLMON. The subcommittee will come to order.
Do any other members of the Commission have comments they

•would like to add to the record?
Mr. MOODY. Senator, I think not. The Chairman is always a very

effective spokesman, as I think is evident.
I disagree essentially on natural gas pricing policies, but I do not

think there is anything that I have to add at this point, unless you
have specific questions.

(
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VARIATIONS IN NATURAL GAS RESERVE ESTIMATES

Senator BELLMON. Well, I would ask one question of the Chairman.
He makes reference on page 8 to the natural gas reserve study which
shows a considerable difference between findings of that study and
the American Gas Association's estimate.
Do you have some obvious explanation for the difference?
Mr. NASSIKAS. Not really. I think it is basically a difference—accord-

ing to my staff report, it is attributable to differences in judgment. And
the magnitude of the difference is within the realm of appropriate
statistical forecasting, because you are dealing in such large numbers.
About 49 percent of the total gas reserves in the United States, 258.6
trillion cubic feet, were examined by Government field teams. Two
equally competent, let us say, geologists or petroleum engineers with
experience in the field could look at the data, examine it, and arrive at
a different conclusion.
I had hoped, of course, I wish that we had found more reserves, in

the sense that I might breathe a little easier, that we do not have as
bad a gas shortage as we thought. Actually it is somewhat worse.
I have my own ideas, too, as to what some reasons might be for the

difference. I mean, companies may have various, shall we say, esti-
mates for varying purposes, and it depends on the forecaster and what
his motivation is. I do not believe—in fact I will say this—I do not
believe that the difference is attributable to, shall we say, any sinister
motives.
Senator BELLMON. So your conclusion is that the conclusion of your

study was to substantially bear out the estimates that the American
Gas Association had made?
Mr. NASSIKAS. As of that time. I suppose I should add here, Senator

Bellmon, a recent study our staff conducted of 31 leases on the conti-
nental shelf south of Louisiana showed about 1.7 trillion cubic feet of
reserves greater than was reported for the entire south Louisiana area
by AGA for the years 1971 and 1972. In other words, this particular
specialized study shows that our staff's forecast is higher for that area
by 1.7 trillion cubic feet for those years.
We are asking for comments and we are trying to find out what the

reasons are for that difference. Perhaps this is easily explainable; per-
haps it is not. We will have to see after we comMete our study.
Senator BELLmox, Mr. Chairman, that is the end of my questions.
Senator STENNIS. Well, I did not get to be with you in the beginning,

but I wanted to be here in time to thank you for conducting this hear-
ing and to greet these gentlemen, too. I have a few questions which I'd
like to ask at this time.

SOLUTION OF OUR FUEL PROBLEMS

Senator STENNIS. What actions has the Commission taken to antici-
pate and solve continuing fuel problems?
Mr. NASSIKAS. Our activities in this area have taken a number of

directions. For example, following enactment of the Emergency
Petroleum Allocation Act of 1973, the Commission by its Order 497
of December 7, 1973, instituted a monthly reporting by all generating
electric utilities of their projected electricity demands, and the specific
primary energy resources such as oil, coal, natural gas, hydroelec-
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tricity or nuclear energy which they planned to use to satisfy the
demands. The data on oil requirements were supplied to the Federal
Energy Office and have been the basis for that Office's monthly de-
termination of heavy fuel oil allocations.
The FPC staff analyzed the utility responses and other information

to identify opportunities for energy conservation and for substitution
of primarily coal-based electricity for oil-fired generation, either on
an individual system or by transfers of electric energy between sys-
tems, and supplied these evaluations to the Federal Energy Office.

Inevitably, there have been a number of special cases of utility
needs for oil deliveries, occasioned by unexpected outages, transpor-
tation limitations or local area protection problems. The FPC staff has
extensively advised the Federal Energy Office on the merits of such
special cases, both at the Washington level and by coordination be-
tween the respective regional offices of the Federal Power Commission
and the Federal Energy Office.
In parallel with its assistance to the FEO in establishing oil allo-

cation for electric utilities, the FPC also took the lead in encouraging
the greatest possible transfer of coal-based electricity from the Mid-
west and South into the Northeast, to minimize oil consumption and
avoid possible electricity shortages.
I will also note that FEO's efforts to promote reconversion of oil-

fired electric plants back to coal were based in large part on data
gathered by the FPC last year in anticipation of a possible fuel
emergency.
Another avenue of investigation that the FPC staff has pursued

involves the potential impact of various Federal, State, and local air
and water quality standards on the ability of electric utilities to pro-
duce needed electric power. Our staff report of February 25, 1974,

indicated that if existing air quality standards are rigidly adhered to,
many of the Nation's electric powerplants will be forced to shutdown
due to the unavailability of environmentally acceptable fuels. This will
probably result in a significant increase in the number and extent of
interruptions to our electric energy supply.
We have also established a Technical Advisory Committee on Fuels

in connection with our National Power Survey which is examining

both the short- and long-term questions of utility fuels requirements,

fuels availability, and the potential environmental impact of utility
fuel usage. On January 16, 1974, this Committee reported that strict

implementation of existing or proposed environmental criteria related
to strip mining and air quality standards could result in electric energy

shortages of almost 40 percent in 1975.
We believe that the long-term solution of our fuel problems involves

an increased reliance on generation from nuclear and coal-fired gen-

eration plants. In the area of nuclear plants, a redoubled effort must

be mounted to solve the environmental and safety issues which have

developed in this area, so that present day lead-times of about 10 years

can be shortened to a more reasonable period. With respect to coal

generation, the Environmental Protection Agency believes that flue

gas desulfurization facilities have been commercially proved. The

FPC staff, however, has expressed the view that such facilities are

neither available in the quantity needed nor do they have the reli-

ability required for operating steam-electric plants. The FPC staff
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believes that there are other methods, such as a Supplemental Control
System, which will allow utilities to meet their requirements of ade-
quate and reliable electric power supply while simultaneously con-
forming to the health and welfare principles of the Clean Air Act. To
use such a system will require adjustments in emission regulations but
will not jeopardize ambient air quality standards established for health
and welfare. However, unless this viewpoint is accepted by the EPA
there exists the real likelihood of extensive power shortages due to
utilities being either unable to obtain environmentally acceptable fuels
or unable to obtain the necessary desulfurization facilities.

NATURAL GAS REGULATORY POLICIES

The Federal Power Commission has since 1969 taken many actions
consistent with its authority under the Natural Gas Act, as interpreted
by the courts, to elicit needed additional supplies of natural gas. The
regulatory policies we have developed in this period have tested the
frontiers of our jurisdiction under the Natural Gas Act in our efforts
to reverse the declining trend in natural gas exploration and develop-
ment. These actions include the following:

1. Establishment of new just and reasonable ceiling rates for all
major gas-producing areas.

2. Promulgation of an optional certification procedure for new com-
mitments of gas to interstate pipelines.
3. Enactment of accounting rules encouraging pipelines to make

advance payments to producers in return for drilling commitments
and gas dedications, which policy has resulted in a total of approxi-
mately 10.3 Tcf of proven reserves in the lower 48 States.
4. Extension of prior 60-day emergency procedures to 180 days for

the 1973-74 winter heating season, subject to further Commission
review and analysis. As of February 11, 1974, about 200 Bcf were
dedicated for delivery to the interstate market under the 180-day
emergency procedures.
Under the previous emergency procedures, about 1.2 trillion cubic

feet of gas was dedicated to interstate consumers through 1973: about
800 Bcf in limited-term certificates since 1971 and almost 400 Bcf in
60-day emergency purchases since 1970.
This Commission has also taken significant policy initiatives to

stimulate competition in the exploration and development of natural
gas including:

1. Exemption of over 4,000 small producers from area price ceilings
in recognition of the relative greater degree of risk associated with
their activities, the capital needs and accessibility of this group, and
comparatively greater regulatory burdens.

2. Placing sales by pipeline producing affiliates on a parity with
independent producers from new leases so as to provide incentives
for new entrants.

3. Prescribing minimum rates in certain 'producing areas where the
particular structural evidence so required.
In addition to the above actions and in order that the Commission

may improve its capability in the measurement of supply and demand
and thereby enhance its ability to effectively regulate and provide a
continuing reliable supply of gas to meet consumer demands, the Con-
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gress approved the Commission recommendation to undertake a Na-
tional Gas Survey by providing funds for the Agency's fiscal year
1971 budget. Some of the more important questions to be examined
in depth by the Survey are (a) the precise dimensions of the gas
supply problems, (b) the extent to which pipeline expansion of facili-
ties is threatened by inflation and uncertainty of new gas supplies,
(c) the role of natural gas in air pollution control, (d) the supply-
price-demand relationship, (e) the potential impact of interfuel com-
petition, (f) import-export policies, (g) the role of synthetic fuels
in the long-term supply of gas, and (h) the regulatory role in relation
to these issues. All of the task forces which assisted the Commission
and the staff in the Survey have completed their final reports and I
anticipate the publication of all task force reports and the Commis-
sion's analysis of these data and information by midyear.

Despite our recognition of the gas shortage and the adoption of
policies designed to improve gas supply, the shortage has nevertheless
persisted and the Commission has taken a series of actions, including
the establishment of curtailment priority categories, to assure that the
most vital requirements of natural gas users can be met.

CONSERVATION RESEARCII PROGRAM OBJECTIVES

Senator STENNIS. Briefly discuss the objectives of the Conservation
Research Program which is a new activity requested by FPC in fiscal
year 1975.
Mr. NASSIKAS. The objectives of conservation research in the Federal

Power Commission are related to the Commission's statutory
responsibilities.
In the Federal Power Act, the Commission is required to regulate

electric energy "with due regard to the proper utilization and conser-
vation of natural resources." Conservation and efficient utilization of
electric power, fuels and natural resources have been long standing
concerns of the Commission. Both the National Power Survey and the
National Gas Survey now incorporate considerations of conservation
and efficient utilization of the natural resources required in the opera-
tion of the electric and gas utility systems. The Commission has
recently issued several orders calling upon the electric utilities and gas
pipelines to adopt programs to conserve fuels in their own operations
and to assist their consumers in making more efficient use of energy.
The overall objective of conservation research is to provide the Com-
mission with the information it requires to regulate effectively, so as
to promote conservation.
As the demand for energy grows, and the difficulty of obtaining new

energy resources mounts, the need to promote efficient utilization of
the natural resources upon which energy production depends becomes
even more important than in the past. Regulation of the electric power
and natural gas industries will play an increasingly important role in
these efforts. To assist the Commission to regulate so as to meet its
statutory obligations regarding conservation, and to provide the regu-
latory framework within which utility growth can take place, the
Commission should be apprised of the technical and economic lati-
tudes for conservation measures. Moreover, the Commission must be
informed of the way in which regulatory actions or legal constraints
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may influence the adoption of potential conservation measures. Dedi-cated staff efforts are required to meet the needs of the Commission inthis area. The Commission expects that the staff efforts will also pro-vide some technical leadership in indicating the ways in which utilitiesmay apply their own resources to assist consumers to make efficient
use of energy.

OUTLOOK FOR FUTURE ELECTRIC POWER SHORTAGES

Senator STENNIS. Now, on pages 3 and 4 of your statement you talkabout potential crippling energy shortages and their potential disas-
trous effects. Could you be more specific on the outlook for future
shortages?
Mr. NASSIKAS. Two primary factors which can result in electric

power shortages are the unavailability of fuels and inadequate levels
of generating reserves. The fuel supply problem has many facets. For
example, in 1972 about 26 percent of all steam-electric power genera-
tion came from gas-fired plants. Since many major gas suppliers are
already experiencing curtailments, and the situation is expected to
worsen in the future, gas will become increasingly scarce for electric
utility use. The only feasible alternative fuel for plants presently burn-
ing gas would be oil. But, since most of any increased oil consumption
by electric utilities would come from foreign sources, such a shift from
gas to oil would not only aggravate the Nation's balance of payments
problem but would also subject the fuel supply of such plants to the
possibility of curtailments, such as were experienced during the recent
oil embargo.
There are other fuel supply problems on the domestic scene. During

the last year and a half the FPC has been assessing the ability of
powerplants to comply with existing Federal, State, and local clean
air regulations. Our February 25, 1974, report of this assessment indi-
cates that by 1975 the Nation's electric power supply reserves will be
critically deficient in seven of the nine electric reliability areas if there
is continued insistence on strict adherence to existing air quality
standards. If these standards are rigidly enforced, many steam-electric
powerplants could be ordered to shut down. If this occurs, reserves for
the entire United States would decline from 24.9 to 7.4 percent in 1975
and from 23.1 to 13.8 percent in 1977. Since needed levels of installed
reserves usually range from 15 to 25 percent, these lower levels are
unacceptable from the standpoint of reliability of service and are
indicative of a probable substantial increase in the number of power
shortages.
In a similar vein, on January 16, 1974, the National Power Survey

Technical Advisory Committee on Fuel reported on short-term electric
fuel supplies. That report pointed out a potential inability of existing
coal mines to supply adequate amounts of coal in the short term to
meet our energy needs. This problem will be compounded by the pos-
sible reconversion of 46 oil-burning plants to coal. A key question con-
cerned the amounts of low sulfur coals available to meet increased
demands. A possible shortage of electric power generation in 1975 of
37.6 percent was foreseen by the Committee, if proposed restrictions
on strip mining and rigid enforcement of air quality regulations are iii
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effect. Comprehensive studies by the EPA and the FPC's Office of
Environmental Quality also indicate that there will not be adequate
supplies of environmentally acceptable fuels to meet all the require-
ments of State air quality implementation plans.
The second factor which could possibly result in future electric

power shortages is the continued pattern of delays in installing needed
generating capacity. As an example of such delays, there are presently
35 generating units 300 megawatts or larger and totaling 30,363 mega-
watts, which were initially scheduled to be in service before this sum-
mer but which have been delayed. The impact of such delays, which
amount to about 8 percent of the Nation's installed generating capac-
ity includes in one extreme, curtailments of service such as scheduled
rotating blackouts or unplanned interruptions. Other aspects of such
delays include the hasty purchase of short lead time capacity such as
combustion turbines. Since 26,120 megawatts of the capacity presently
delayed consists of nuclear units, approximately 1 million barrels of oil
equivalent per day will be required to replace the generation from these
units. This not only aggravates an already critical fuel supply problem,
but results in substantially higher power costs to the Nation's electric
power consumers.

STAFF REPORT ON GAS CURTAILMENTS

Curtailments of natural gas deliveries by interstate pipeline com-
panies have increased continuously since November 1970 and are
occurring on a year-round basis on some pipeline systems. A recent
staff report on gas curtailments "Requirements and Curtailments of
Major Interstate Pipeline Companies, Staff Report, January 1974"
shows that the anticipated deficiency in the firm contract requirements
for the 12-month period ending August 1974, exceeds the actual de-
ficiency for the preceding 12-month period by 53 percent. In absolute
terms, for the 12-month period ending August 1973, curtailment of
firm requirements was about 1 trillion cubic feet, and for the 12-month
period ending August 1974, is projected to be about 1.6 trillion cubic
feet, which represents an increase of more than a half trillion cubic
feet. The report shows that for the winter period, November 1972
through March 1973, curtailment of firm natural gas requirements
equaled about 0.4 trillion cubic feet, whereas the deficiency projected
for the winter period 1973-74 amounts to nearly 0.6 trillion cubic feet,
or an increase of almost 40 percent over the previous winter. Although
curtailments fluctuate among particular pipeline companies, the im-
balance on a nationwide basis between natural gas supply and demand
has steadily widened at an alarming rate. I see no slowing or reversal
of this trend within the next few years.
The longer-term future was discussed in a recent staff report on

national gas supply and demand "National Gas Supply and Demand,
1971-90, Staff Report No. 2, February 1972." Based upon an analysis
of current supply-and-demand data the major report findings included
a projection of continuing and increasing disparity between the theo-
retical demand for gas and available supply; a projection that domes-
tic production would peak in 1973 or 1974; the expectation of a con-
tinued heavy reliance on imports and other supplemental gas supplies



4042

to 1990; and projections of a continued decline in the reserve inventoryof the contiguous 48 States to 1990. Because of the timeframe em-
braced by this report, history must ultimately be the judge as to the
propriety and shortcomings of these prognostications.

HYDROELECTRIC SITES

Senator STENNIS. Bring the Committee up to date on the Commis-sion's efforts to identify additional hydroelectric sites. How many new
sites do you foresee and what is the power potential?
Mr. NASSIKAS. The Commission staff maintains an up-to-date in-ventory of potential hydroelectric sites based on information avail-able from industry and from various river basin surveys and projectinvestigations. The basin studies encompass those by various Federaland State agencies including the water resource appraisal studiesprepared by the Commission staff. Project investigations include thoseby Federal and State agencies, electric utilities, and others, includingstudies made in connection with applications for licenses and prelimi-nary permits. The inventory contains information on over 1,400 unde-veloped sites. The possibility of developing a particular site dependson engineering, economic, environmental, and other considerationswhich vary over time. The available information indicates that thesites have engineering feasibility. Some have been shown to be eco-

nomically justified as well. Many, however, have not been analyzedsufficiently to evaluate their economic feasibility. In total, the unde-veloped potential conventional hydroelectric capacity is approxi-
mately 120 million kilowatts, capable of producing some 427 billion
kilowatt-hours annually.

POWER POTENTIAL OF UNDEVELOPED HYDROELECTRIC PROJECTS

Senator STENNIS. How many undeveloped hydroelectric projects
has the FPC identified and what is the power potential?
Mr. NASSIKAS. The Commission staff has identified over 1,400 unde-

veloped conventional hydroelectric sites in the United States. The
total conventional capacity estimated for these 1,400 sites is about120 million kilowatts, capable of producing about 427 billion kilowatt-
hours annually. However, nearly 80 percent of this capacity, or 100million kilowatts, could be developed at about 400 of the sites. Cur-
rently 21 of the potential developments are under construction andabout 100 more appear to be possible of development during the next20 years.

BACKLOG OF LICENSE APPLICATIONS

Senator STENNIS. In view of the existing energy situation, what
actions are being taken to reduce the backlog of license applications
and expedite or reduce time required for licensing review?
Mr. NASSIKAS. All applications for licenses which would allow con-

struction of new hydroelectric generating capacity or additions of new
capacity to existing plants are assigned top priority and processed
as quickly as possible. This does not reduce the overall backlog of
applications but it is effective in expediting the applications involving
new generating capacity. In the past 5 months the Commission has
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issued two preliminary permits, three licenses, and one amendment
of license involving more than 1,600 megawatts of new capacity.
In addition, by Order No. 501 issued in January 1974, the Commis-

sion amended its regulations for the filing and processing of applica-
tions for license. The amendments will provide a sufficient number of
copies of applications and will reduce the time required by staff to
process an application. Experience had shown that the initial filing
of an application was often deficient in some respect, necessitating the
filing of supplements and amendments to the application. In the past,
staff had undertaken the burdensome task of incorporating such
changes into the original application. The amendments shifted this
burden to the applicant. The amendments also provide for an initial
filing of an application for review by the staff, and the filing of the
requisite number of copies only after the application is found accept-
able for processing.

NEW STAFF FOR ELECTRIC CASES

Senator STENNIS. Five new positions have been requested for the
Formal Proceedings, Rulemaking, and Litigation activity in fiscal year
1975. How do you justify this request when the workload is estimated
to increase only slightly in fiscal 1975?
Mr. NASSIKAS. In our budget for fiscal 1975 we are seeking five addi-

tional people for Formal Proceedings, Rulemaking, and Litigation in
order to reduce our backlog of cases. The buildup in our workload is
occurring much more rapidly than we originally estimated in our
budget submission. In the first three quarters of fiscal year 1974, we
have received 59 formal proceedings. This is 14 more than we esti-
mated to receive during the entire fiscal year. We estimated com-
pletion of 45 cases in fiscal year 1974, through the third quarter of
fiscal year 1974 we have completed 20. Our total backlog at the begin-
ning of the fourth quarter is 135 formal proceedings. We believe that
without additional staff in fiscal year 1975 our backlog will become
intolerable. We have made every effort to streamline our procedures
including the development of a fully computerized program for prepa-
ration of cost-of-service studies.
In addition to the rapid buildup of our caseload, additional staff

effort will be required to implement the Commission's rulemaking
Docket No. R-463 requiring the use of future test-year data for all
increases involving more than a million dollars. Because of the energy
conservation program, many companies are seeking relief as the result
of a decline in revenue. This also will add to our workload.
It is generally necessary for several staff people to devote several

man-months each to the processing and final disposition of a major
rate increase proposal. This is true at the present time since almost
all of our current cases are undergoing full formal litigation. With
the continuing rise in the cost of money, fuel, labor, and equipment
for system expansion, we expect the number of formal proceedings to
continue to increase. The extent and character of the workload is such
that a minimum of five new positions will be required if substantial
delays in the processing of presently filed and anticipated formal rate
cases are to be avoided.
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Senator STENNIS. Can't the efficiency of this activity be improved,
thereby reducing the number of additional positions needed?
Mr. NASSIKAS. We have been making every effort to improve the

efficiency of this activity thereby keeping to a minimum the number
of positions required. For example, we have largely eliminated field
investigations with respect to proposals for rate increases and most
other types of formal electric rate proceedings. We have devoted con-
siderable manhours to the development of a cost-of-service program
utilizing the computer. We are beginning in the month of April to
obtain our first output from this program; the staff formal evidence
in about four cases to be served in the month of April will utilize this
output. Savings in time and effort as a result of the use of this pro-
gram are expected, and we are in the process of training all of the
members of the Rate Investigations staff in its use.
We also anticipate improved efficiency as the staff grows more ma-

ture and becomes more expert in wholesale electric rate work. At the
present time our electric rate staff is quite young and a large number
are still relatively inexperienced. We anticipate that as their experi-
ence increases their output will also materially increase. Finally, until
the last few years, there were very few wholesale electric rate cases
decided by the Federal Power Commission, and there are still a great
many specific issues being litigated in cases upon which the Commis-
sion has not had an opportunity to establish precedence. As additional
opinions are issued by the Commission and precedents thereby estab-
lished on many of these issues, we anticipate that a great many more
cases will be settled expeditiously by the parties without the necessity
for protracted litigation.
Our estimates of additional staffing requirements have reflected to

the extent possible savings anticipated from these several improve-
ments in efficiency outlined above.

NEW STAFF FOR RELIABILITY ANALYSIS

Senator STENNIS. Now, the Federal Power Commission is request-
ing two additional positions for the Reliability Analysis activity. Just
what do these people do and what is the need for the additional
positions?
Mr. NASSIKAS. Our power supply and reliability functions increas-

ingly require the use of electronic computer in analyses of electric
power systems reliability and in the determination of the benefits of
interconnection and coordination. Consequently we need two electrical
engineers with knowledge of electric power system computational pro-
cedures for assistance and support to the Bureau of Power's staff in
utilizing current computational programs in electric power systems
reliability and interconnection studies.

ADMINISTRATION STAFFING

Senator STENNIS. The FPC has requested seven additional posi-
tions for administration which include two staff assistants for the
Executive Director and two staff assistants for the Chairman's Office.
Now, what is the justification or need for these new staff positions?
Mr. NASSIKAS. Four of the positions are to provide the Chairman
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and the Executive Director with two additional staff each to assist in
coping with the increased substantive and administrative workloads
resulting from a general rise in the pace of Commission activity, addi-
tional hearing before Congressional committees, and a considerable
volume of correspondence related to the activities of the Commission.
The increase will provide a third much-needed attorney to assist in

analyzing substantive electric power and natural gas items coming
before the Commission for decision, performing legal research re-
lated to internal and adjudicatory proceedings, and preparing ma-
terial for use in appearing before Congressional committees. The sec-
ond position is needed to provide an additional secretary to assist with
the administrative and stenographic workload.
The increase in the Office of the Executive Director will provide an

additional junior grade Equal Employment Opportunity Technician to
support the one Equal Employment Opportunity Officer, an assistant in
the middle grades to help in coping with the myriad of executive
and administrative problems. At present the Executive Director has no
such assistant.
The other three additional positions are to: provide a voucher clerk

in the Office of the Comptroller to help process the increasing num-
ber of financial transactions resulting from the increased tempo of
our activities; provide a clerical position to keep abreast the high
volume of work in the filing, docketing, service, and recording func-
tions associated with the various filings, applications and cases before
the Commission; and to provide an additional personnel manage-
ment specialist to accentuate the staffing and recruiting program of
the Commission in order to obtain and maintain the highly technical
and competent skills required to administer the Commission's regula-
tory programs.

01TI'COME OF LITIGATION AFFECTING ANNUAL CHARGES

Senator STENNIS. Briefly update the committee on the outcome of
the litigation affecting the collection of annual charges and fees.
What is the impact on collections for fiscal year 1975? How would
the reductions of annual charges affect Federal Power Commission
activities?
Mr. NASSIKAS. On March 4, 1974, the U.S. Supreme Court affirmed

the decision of the Court of Appeals for the District of Columbia
Circuit which set aside the provisions of our Order No. 427 which
established annual assessments against electric public utilities and
natural gas companies. Provisions of the order which dealt with
filing fees remained in effect.
As a result of this order the Commission will refund $360,970.40

collected in annual assessments on new gas reserves certificated by
natural gas pipeline companies and $2,083,598 collected in annual
assessments from electric public utilities for reliability and coordina-
tion work. The Supreme Court decision, No. 72-1162, reduces our
estimated annual collections in 1974 and 1975 by $9.9 and $13.7 mil-
lion, respectively. All funds collected are deposited to the miscellane-
ous receipts funds of the U.S. Treasury and are not available to the
Federal Power Commission. The amount of funds collected therefore,
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have no impact upon the programs of the Commission, except for the
billing and collection activity.
We have prepared the appropriate legislation, and it is being cleared

with the Office of Management and Budget, for consideration by the
Congress that would grant the Federal Power Commission the author-
ity to levy and collect annual assessments, based upon our cost, against
the regulated electric utilities and natural gas companies.

REGULATORY INFORMATION SYSTEM

, Senator STENNIS. Again, in fiscal year 1975 the Federal Power Com-
mission has requested funds to continue the Regulatory Information
System. How much money is included in the Fiscal Year 1975 budget
for this system? What is the estimated total cost to implement this
program?
Mr. NASSIKAS. The fiscal year 1975 budget includes $1.82 million for

continued development of the Regulatory Information System.
It is estimated that it will cost $4.82 million in contract services to

implement the first operational phase of the Regulatory Information
System. This phase includes the automation of the public use form
data and the utilization of computers through the first half of 1976.

NEW SOURCES OF POWER

Senator STENNIS. I have one final question. It is my understanding
that the Federal Power Commission has responsibility for assuring
adequate, low-cost, reliable power supplies throughout the United
States. What action can the Commission take to insure new sources of
power are brought on line in a timely manner?
Mr. NASSIKAS. Mr. Chairman, the Federal Power Act does direct

the Federal Power Commission to take actions toward assuring ade-
quate, low-cost, reliable power supplies throughout the United States.
However, we have direct licensing responsibilities for electric gen-
erating facilities only for non-Federal hydroelectric projects. We have
no power to command that new power sources be brought on line in a
timely manner. This does not mean, however, that the Federal Power
Commission cannot influence the amounts of new capacity planned for
the Nation. For example, we have worked closely with the electric
reliability councils, urging them to expand their planning horizons
and, where needed, we have encouraged and on occasion directed addi-
tional interconnections. In addition, we monitor the planning criteria
used by utilities to assure that planned expansion programs will indeed
provide an adequate supply of electric power. We continue to assess
the Nation's power supply situation on both a short- and a long-term
basis, with regular reports to the Congress and the public, pointing
out problem areas and recommending programs such as energy con-
servation or improved plant siting procedures to alleviate such prob-
lems. We have urged expanded research and development in all as-
pects of the electric power program to develop more economical, more
efficient, and more dependable equipment and have modified our ac-
counting rules to clarify the treatment of R. & D. expenses. We have
also supported continuing investigation of the institutional, planning,
and operational structure of the electric utility industry for potential
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improvements. We also continue to review and comment on the pro-
grams of other Federal agencies, such as EPA, FEO, and AEC,
which influence the prospective availability of electric power. We
identify problems which the rules of other agencies may occasion,
and press for interpretations and decisions which reflect recognition
of the special importance of electric power in our national life.
Senator BELLMON. The Vice Chairman and Commissioner Brooke

were away earlier.
Do either of you have comments you would like to make?

ENERGY TRENDS TO YEAR 2000

Mr. SPRINGER. Mr. Chairman, there is just one thing, and this is a
broad sweep, but I think that it is important. This morning I talked
with Chet Holifield, who has been Chairman of the Joint Committee
on Atomic Energy, and discussed with him a survey that was made
by Jack Bridges, "Understanding the National Energy Dilemma,"
which is a thick document. Principally, it was the graphs that he
showed me of the whole energy picture that were most illuminating,
projecting what we lost in energy, not just what energy we produced
from sources of gas, oil, coal, electricity, and nuclear, and projecting
the trends of the future into the year approximately 2000, which is 26
years away.
There were two points that were obvious to me, that stuck out, yet

had nothing to do with what we have jurisdiction over. One was our
growing dependence upon coal. But the most prominent projection
was for nuclear energy which amounted to more than the gas, oil,
and electricity put together.
Now, I do not think there is a chance in the world—and I think he

has reached that conclusion, too—a chance in the world of achieving
what they are talking about, the nuclear projection, by the year 2000.
Unless they reach that, however, putting these projections forward,
what we are doing would not amount to anything anyway, unless you
can attain that nuclear projection and unless you are able to utilize
this tremendous amount of coal in some form or another, either in its
natural form or gasification, a fact that is rather shocking.

NUCLEAR PROJECTION OPTIMISTIC

They are convinced that these five charts are correct. But with the
problems we are experiencing in construction of nuclear facilities—
and we have one in central Illinois now—it is questionable if we can
reach the goal. Especially, in view of the pending lawsuits, one of
which would stop all present nuclear plants now and the second suit
would stop nuclear plants in the future. This is the point that
bothered me the most, although I do not think those two lawsuits are
going to be successful, the resulting delays would be so great as to
create a serious setback in our aim for energy independence. A good
example of what is happening is the New River project down in the
Carolinas. It is the delays that result from lawsuits, either pending
or projected into the future, which make it impossible to proceed.
The use of substantial amounts of coal must be brought into the
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picture, or, in my opinion, we will fall short in filling our energy

demands.
Now, if you do not, and if you are going to rely entirely on the

other three forms of energy—gas, oil, and electricity—I do not think

there is a chance for these to expand sufficiently to take up that slack

in the whole energy picture.
I am getting a copy of this national energy supply written by Jack

Bridges, at Georgetown University. He is probably one of the out-

standing men in the world on this particular subject. But I wanted

to comment on this broad approach and particularly that unless we

do use coal, and you do reach the nuclear goal that is set out in that

report, I do not see, looking down the road how in the world we are

going to have an adequate energy supply. Because there is only so

much oil to be had; there is so much oil to be imported, to be pro-

duced; only so much gas and only so much electricity that we can

produce using the same limited supply of gas and oil to produce it.

GROWTH IN NUCLEAR ENERGY

Senator MAGNUSON. Well, does he contend that the nuclear goal

cannot be reached because of the environmental problem?
Mr. SPRINGER. Well, that is only one drawback, but it is a major

part of it.
Senator MAGNUSON. Well, that is about the only part of it that is

stopping us right now.
Mr. SPRINGER. He has admitted that is by far the biggest. That is

right.
Senator MAGNUSON. Because, as you say, I cannot envision the future

energy problem of the United States, even by 1980. I hope you and I

will still be around. But we must at least double, triple, or quadruple

our nuclear energy, and maybe more. I would think that you could

supply 35 to 40 percent of your total energy requirements with nuclear

energy. The technology in nuclear energy in this country is getting

better and better.
Mr. SPRINGER. That is about what it was, 35 to 40 percent.

Senator MAGNUSON. And I see the Secretary of Interior issued a

statement over the weekend, I think it was, where they anticipated

only 6 percent of nuclear power.
Mr. SPRINGER. That is right.
Senator MAGNUSON. And we have plenty of it, and we are getting

down now to even today 8 mills per kilowatt, even today.

Mr. SPRINGER. But you are talking about multiplying it roughly by

12 to 15 times in the course of 16 years.
Senator MAGNUSON. But that does not preclude us from doing the

things you are talking about.
Mr. SPRINGER. None whatever.
Senator MAGNUSON. They have got to come along; they are part of

it, the power demand. I do not think we could suggest that nucle
ar

power is any alternative to what we need to do, but it could be a hell

of a good supplement for our power needs.
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DELAY IN GETTING NUCLEAR POWER ON LINE

Mr. SPRINGER. I think what you mentioned a moment ago, these
delays, whatever they are caused by, environment or whatever it is,
he was talking about producing nuclear power in 3 to 5 years, and
that timelag has been increased to roughly 10 to 12 years.
Senator MAGNUSON. Well, I will not delay this a minute. But we

took the plans of the nuclear plant which is now being completed, the
Trojan plant out on the Columbia River, and gave those to some Ger-
man engineers, British engineers, and Japanese engineers, and said,
how long would it take you to complete this plant?
They were all about 31/2 years, if there was nothing else to inter-

fere with them. All of them, they were right close together. But you
have got now 81/2, 10; if you average 8, you are lucky.
Mr. SPRINGER. We have one in central Illinois now that has been

planned for 10 years and construction on it just started the other day,
and they are thinking now it will take another 5 years.
Senator BELLMON. Mr. Springer, thank you very much.
Senator MAGNUSON. Thank you very much.
But we would like to see a copy of that.
Mr. SPRINGER. He only had one. I am trying to get a copy.
Senator MAGNUSON. Well, if you can get up here, we will have it

xeroxed so we can see it. This is very important.
Mr. NASSIKAS. The nuclear program is behind about 30,000 mega-

watts right now. But the last year the slippage has stayed about con-
stant. We are not gaining but we are not losing, which is somewhat
helpful.
Thank you, Mr. Chairman.

SUBCOMMITTEE RECESS

Senator BELLMON. Thank you, gentlemen. Thank you very much.
The subcommittee will now recess subject to the call of the Chair.
[Whereupon, at 3 :48 p.m., Thursday, April 11, the subcommittee

was recessed to reconvene at the call of the Chair.]
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