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NATURAL GAS CURTAILMENT OUTLOOK FOR THIS  
WINTER OF 1976-77

TUESDAY, NOVEMBER 9, 1976

H ouse of R epr ese ntatives ,
Subcomm itt ee  on E nergy and  P ower ,

Com mittee  on I nter stat e and F oreign Comm erce,
Washington, D.G.

The subcommittee met a t 10 a.m., pursuant to notice, in room 2123, 
Rayburn House Office Build ing, Hon. John D. Dingell, chairman, 
presiding.

Mr. D inge ll . The subcommittee will come to order.
The subcommittee meets today to  assess the outlook with regard  to 

natu ral gas curtailments this winter. Our first witness, Commissioner 
John Holloman of the Federal Power Commission, will review the 
Commission's recent survey of 19 intersta te pipelines projected to cur ­
tail 22 percent of their firm requirements, or a total of 1.6 trillion cubic 
feet (tcf). This represents  roughly 25 percent increase in pipeline 
curtailments over last winter. Whether such an increase in cur tail ­
ment will result in any serious economic disruption to end users is 
the focus of our hearing this morning.

We know tha t curtailments  of 1.3 tcf  last winter were accomo­
dated fairly well by natural gas customers. Al ternate fuels were suffi­
cient to offset reduced natur al gas deliveries to indus trial and utilit y 
customers. No curtailments of high p rior ity residential customers took 
place. But the prospects for this winter should not be judged solely 
on the basis of last winter, which was warmer than  usual, and which 
saw the economy ope rating  well below capacity.  A colder than normal 
winter last year could have made things  fa r more disruptive.

As background for today’s hearing, I requested the National Oceanic 
and Atmospheric Admin istration to prepare a p reliminary long-range 
weather forecast for the current heating season. T heir  response indi ­
cates t ha t: “By the end of October, many cities’ heating degree-day 
totals were running 50 or 60 ahead of both the long-term normals and 
last year at the same date .” NOAA’s letter goes on to say tha t there 
is a statistica lly fa irly good chance tha t:

The winter will be colder  tha n normal all across the South and the Southern Great Plains , and in the  Ohio Valley. It  should be milder tha n norma l in the Northern  Great Plain s, the  Northwes t and along the Cali forn ia Coast. Such other areas as the  Northeas t Atlanti c Coast, the uppe r Midwest, and the inte r- mountain  basins of the West  must  he considered inde term inate—equa lly likely  to go eith er way.”
In light of the potential  that major natu ral gas consuming areas 

will be colder than  normal, today's hearings take on added importance. 
Witnesses from the Federal Energy Administration will look beyond 

(l)
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the FPC pipeline survey and will describe their  efforts to assess the 
end-use impacts that gas curtailments can he expected to have this 
winter. An important  question is whether those customers who will 
he curta iled have the capability  to burn alterna te fuels, such as pro­
pane and oil. I hope that  the FPC  and FEA  have interacted to achieve 
a meaningful answer to this question.

This afternoon’s hearing will consist of two panels. One panel will 
he comprised o f  interstate natural  gas pipelines, including those pipe­
lines which the Federal Power Commission had identified as having 
the most serious curtailment  potential. A final panel will address 
existing and alternative measures that the FPC  and the S tates might 
use to better manage serious natural gas shortages.

The Chair is pleased to recognize for our first witness Commis­
sioner Holloman I II and his associates.

Commissioner, we are pleased you are with us today. If  you will 
identify yourself fully for the record, and your associates, we will 
be most pleased to hear your testimony.

STA TEM ENT  OF JOHN H. HOLLOMAN II I , VICE CHAIRMAN. FED­
ERAL POWE R COMMISSION, ACCOMPANIED BY DREXEL D.
JOU RNEY, GEN ERA L COUNSEL; ROBERT PER DUE, DEP UTY
GENERAL COUNSEL; JOSEPH SOLTERS AND WILLIAM  MAR-
MURA, BUR EAU  OF NATURAL GAS; DR. JEROME HAAS AND
JOH N MORIARTY , OFF ICE OF ECONOMIC STU DIE S; MIC HAEL
KELLY AND MARK MAGNUSON, ASSISTANTS TO TH E VICE
CHAIR MAN

Mr. H olloman. Mr. Chairman, I am John Holloman, Vice Chair­
man of the Federal Power Commission. Accompanying me are Drexel 
D. Journey, General Counsel of the Commission; Robert Perdue, 
Deputy General Counsel; Joseph Sobers and William Marmura of 
the Bureau of Natural Gas; Dr. Jerome Hass and John Moriarty  of 
the Office of Economic Studies: and my assistants, Michael Kelly and 
Mark Magnuson.

Mr. Dincell. The Chair is very pleased to welcome you all.
Commissioner, you are recognized for your statement.
Mr. H olloman. Mr. Chairman, members of the subcommittee: I am 

pleased to appear before you today on behalf of Commissioner Dun­
ham, who cannot be present. My remarks highlight  current inform a­
tion concerning curtailment of natural gas supplies for the coming 
winter, the adminis trative actions which the Federal Power Commis­
sion has taken and will take in response to this severe shortage, and 
the limitations on our authority in this area.

Outlook for the 1976-77 Winter

The most recent national data  are contained in staff reports pre ­
pared by our Bureau of Natural Gas in June and August 1976. These 
are based on formal curtailment projections—FPC form No. 16—filed 
by 50 interstate pipelines through April 30, 1976. I t is projected tha t 
deliveries th is winter will total 5.515 t rillion cubic feet, a decrease of 
156.82 billion cubic feet, or 3 percent from actual deliveries of 5.672
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trillion cubic feet for the 1975-76 winter. For  the 12-month period 
ending March 1977, the major interstate pipelines project that  net 
curtailment, of firm contractual requirements will he 3.625 trill ion 
cubic feet, or 25 percent of  to tal firm requirements. This compares to 
a 2.8 trillion cubic feet or approximately 20 percent curtailment of 
total firm requirements for the year ending March 1976. Last year ’s 
actual curtailment of 2.8 trillion cubic feet was slightly lower than 
our projection of 2.9 trill ion cubic feet curtailment made in June
1975.

These data concern only curtailment of deliveries to the pipelines’ 
customers. Also 90 percent of these sales are made to local d istributors  
who in turn  provide natu ral gas to most ultimate consumers. These 
data  do not reflect the par ticu lar situation  of each distr ibutor which 
may be able to use natural gas from intras tate sources or its own stor ­
age fields as well as liquefied or synthetic natural gas.

Fur ther, I wish to emphasize that there  are a number of factors 
which can compound or mitiga te the potential problems reflected in 
the information which I  have provided. These include weather con­
ditions, a warmer or  colder than normal winte r; continued conversion 
to alternate  fuels or increased conservation by ultimate  customers; 
reduced consumption by industrial users affected by general economic 
conditions; short-term emergency purchases or transpor tation of 
natural gas by pipeline companies; and last, increased use by indus­
tria l customers of the provisions, under the Commission’s o rder No. 
533, for direct transportation  of intrastate  gas purchased by indus­
try  for use in thei r own plants.

The Commission recognizes the limita tions of its jurisdiction over 
distributors and service to ultimate  customers. Recognizing the un­
certain ty about the impact of pipeline curtailment upon distr ibutor 
service, in J uly  of this year, we instituted an omnibus proceeding to 
evaluate the impact of natura l gas shortages during the coming win­
ter. Separa te but simila r hearings were ordered for 10 out of the 19 
major pipelines which project curtailments of 20 percent this winter. 
These pipelines were required, and thei r customers were urged, to 
provide detailed information on (1) the impact of these projected 
shortages on thei r systems; (2) how they plan to deal with such 
shortages;  and (3) the extent of supply or delivery flexibility and 
alternat ives available to the pipelines and their customers to cope 
with antic ipated curta ilments.

Special emphasis was placed upon determining the possible extent 
and dura tion of inter ruptions in prio rity 1 and 2 services that includes 
residential and commercial deliveries as well as the highest priority 
indust rial service fo r feedstock, plant  protection, and process gas uses. 
We also required the introduction into evidence in each proceeding of 
a detailed computer analysis, on a State-by-State  basis, of customer 
impact data filed with the FPC and FEA under our form No. 69 and 
FE A forms Nos. G-101-Q-O and G-101-P-O .

Hearings were held during August and September. By October 22,
1976. detailed staff reports were filed for each of the 19 pipelines. Our 
staff is now completing a summary and general analysis of th is info r­
mation. It will be furnished to the committee shortly. Assuming normal 
weather conditions this winter, these reports , with one possible excep­
tion, have not uncovered any unforeseen or unmanageable problems.
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The exception is Transcontinenta l Gas Pipe Line Co., or Transco, fo r 
which the assembled data were found to lie inconclusive as to curt ail­
ment impact upon ultimate  end users. We intend to carefu lly monitor 
Transco’s situat ion and will seek reopening of its impact proceeding 
if necessary.

Based upon staff analyses, the previously mentioned FE A-FPC  
study of distributor  curtailment, and FEA  projections of alternate 
fuel availability, these general conclusions can be drawn :

First, service to residential and small commercial customers should 
not be affected by curtailment th is winter, even in the event of abnor­
mally severe weather conditions.

Second, the burden of curtailment will again fall upon industr ial 
customers, and to lesser extent upon large commercial customers whose 
consumption is less significant and whose service is generally given a #higher prior ity under State allocation plans. During the last winter, 
we did not measure any significant or general dislocations in the indus­
tria l and commercial sectors that  were att ributable directly to na tural 
gas curtailment. Under normal weather conditions, the additional in­
crement of curtailment by interstate pipelines should not cause unman­
ageable problems for the industr ial sector overall. We believe tha t 
distribution companies should be able to minimize somewhat the im­
pact of pipeline curtailment on the ir customers.

Third, it appeal's that emergency purchases by intersta te pipelines 
and by distribut ion companies, under our (50-day sale regula tions, may 
offset about three-quarters of the incremental deficiency in deliveries 
for the oncoming winter season. During  the previous winter heating 
season, emergency transact ions provided approximately 115 billion 
cubic feet of natural gas. I f those volumes are increased this year, the 
additional incremental deficiency of 15(5 billion cubic feet could be off­
set substantially . Also, we are hopeful that our recent actions in estab­
lishing new national rates for new gas supplies will have a substantial 
and beneficial effect in the immediate future.

Fourth,  the impact of weather and temperature variations is cru­
cially significant. Sustained and abnormally cold weather or the occur­
rence of a colder than normal winter—the coldest win ter in a 10-year 
cycle—will force substantial additional curtailment to large commer­
cial and industria l consumers because of the concomitant increases in >_
temperature-sensitive requirements of residential and small commer­
cial customers whose service must be afforded the highest prior ity due 
lo safety considerations.

Because of variations in weather patterns,  it is very difficult to quan- *
tify  th e impact of colder than normal weather on natura l gas cu rtail ­
ment and alternate fuel avai lability. The Commission staff has ident i­
fied the following 15 States which appear to be most susceptible to sig­
nificant economic dislocation in the event of sustained abnormally cold 
weather. They are :

Alabama, Arizona, C alifornia, Delaware, Maryland, Indiana, Ken­
tucky, Louisiana. Mississippi. Nevada. North Carolina, Ohio. Pennsyl­
vania, South Carolina, and West Virginia.

Lastly,  the committee has expressed interest in the status  of under ­
ground  storage facilities. Storage projects operated by individual 
distribution companies are beyond our jurisdiction. In our general 
statement of policy on curtailment service priorities, we stated that
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gas required by distributors for injection into their storage facilit ies should be given the second highest priority along with the require­ments of large commercial customers and the highest priority indus­trial requirements.
Thirty-three  pipeline companies and five independent producers operate jurisdictional,  underground, natural gas storage fields. These thirty-eight respondents report that the total volume available for withdrawel, working gas in storage, is 1.759 billion cubic feet as of October 1, 1976. This represents an increase of 115 billion cubic feet, or 9.4 percent of the comparable total reported for October 1, 1975. This is 1,759 bi llion cubic feet total as of the 1st of October is 99.3 per­cent of the total volume that was available for withdrawal on Novem­ber 1,1975, the beginning o f the last winter heating season. Under nor­mal weather conditions substantial quantities of gas are added to the underground storage inventory during  the months of October and November. Therefore, Commission stall' studies project a substantial increase over last year in the voume of gas that will be available  for withdrawal from underground storage during the coming winter.

O VER VIE W  OF R E C E N T  F l’ C A C T IV IT IE S

I would now like to review briefly the Commission’s actions to struc­ture service under curtailment conditions and to alleviate our current natural gas shortage.
Curtailment plans

Each pipeline company experiencing curtailment files a formal tar­iff setting out the manner and priorities under which their customers’ deliveries wil be interrupted. We have provided general guidance in our several statements of policy which express a preference for nine priorities of service based primarily on end-use of natural gas by the affected consumers and on the volume of daily  delivery. The first priority is given to residential and small volume commercial service due to safety considerations. The second highest prior ity encompasses large commercial requirements and the most important industrial needs, which are feedstock— gas that is used because of its unique chemical properties, such as in the production of anhydrous ammonia ferti lizer ; plant protection gas to safeguard employees, equipment, and materials in an industrial fac ility that is shut down, and process uses that are defined as the industrial applications of gas for which the substitution of other fuels is not technicl ly feasible. The lowest priorities are assigned to boiler fuel requirements provided under firm contracts, and then to noncritical industrial requirements under interruptible service contracts.
The curtailment plan proposed by a particular pipeline, which may or may not conform to our generally  stated policies, is then examined through an appropriate administrative procedure. Formal hearings have usually been required. These proceedings have been extraordi­narily lengthy and have generated voluminous records because of the requirements of due process and the desires o f affected distributors to present alternate plans and to carefully  scrutinize the pipelines’ pro­posals. Over the past year, on the basis of record evidence, we have prescribed curtailment plans for several major pipelines including
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Southern Natura l Gas Co., Panhandle  Eastern Pipe Line Co., Arkan­
sas-Louisiana Gas Co., and Transcontinental Gas Pipe Line Corp. 
Additionally, we have approved where appropriate  settlement agree­
ments between the parties which set out curtailment plans for Texas 
Gas Transmission Co. and North Penn Gas Co., among others. Now 
pending before the Commission are initial decisions or proposed se t­
tlements for Texas Eastern Transmission Corp.. Columbia Gas T rans­
mission Corp., and Mississippi River Transmission Co. We expect to 
act on these cases in the immediate future.

Our most recent curtailment order, opinion No. 778 issued October 8, 
1976, establishes a permanent curtailment plan for Transcontinental 
Gas Pipe Line Corp. This opinion is notable in two respects. Fir st, it is 
the first case where the Commission has completed the full evaluation 
of environmental consequences mandated by the National Environ­
mental Policy Act. Previously, curtailment plans have been approved 
on an interim basis pending the preparation and consideration of an 
environmental impact statement.

Second, in recognition o f Transco’s particularly acute supply situa­
tion, the Commission has developed a unique exemption provision de­
signed to protect residential and small commercial service by those 
distr ibutors on the Transco system which lack the normal flexibility 
provided b yin trasta te supplies, storage facilities, or liquefied and syn­
thetic na tural gas plants.
Ex t rao rdinan -y re 1 ief

Recognizing that inequities can result from the implementation of a 
general plan affecting thousands of individual customers, the Com­
mission has established detailed procedures under which a special ex­
emption or ex traordinary relief can be sought. The jurisdictional cus­
tomer, either a dis tributor or a consumer directly served by the pipe­
line may tile a peti tion for extraordinary relief, which explains why a 
par ticu lar problem is so unusually severe as to require either an ex­
emption from curtailment,  or additional supplies th at would not nor­
mally be available under the application of the pipeline’s curtai lment 
plan.

The Commission then reviews the petition and supporting docu­
ments to determine if interim relief should be provided on a tempo­
rary  basis. The full request is then set for an evidentiary  hearing be­
fore an administ rative law judge. Of course, any grant of extraor­
dinary relief reduces the volumes available to serve other customers. 
Therefore, relief petitioners are under a heavy burden to show why an 
equitable exemption is justified. Relief has generally been provided 
only in those cases where shutdown of a plant would cause substantial 
harm to a local community and there are no other options available to 
the customer.

For  the coming winter,  only one extraordinary  relief petition has 
been filed so far. a lthough many more are expected in the near future. 
South land Gas Co. filed a petition for relief from curtailment by 
United Gas Pipe Line Co. to continue refining operations.
Emergency relief tariff provisions

Additionally, the Commission has stated a general policy th at cur­
tailment tariffs should contain specific emergency relief provisions 
tha t will provide for sufficient flexible responses by the pipeline
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companies to emergency situations during periods of curtailment 
where short-term supplemental deliveries are required to forestall ir­reparable injury  to life or proper ty.

For example, failure of alternate fuel equipment or a drastic in­
crease in the level of curtailment might force an industria l consumer to immediately shut down operations in such a precipitous manner 
that  product ion facilities could be permanently damaged. In th at case, the customer through  its distr ibutor can request an immediate short­
term supply from the pipeline to support a safe and orderly  phase- 
down of operations or to allow time for the tiling of a long-term 
extrao rdinary relie f request with the Commission.

ACTIONS INTENDED TO REVERSE THE CON TINU ING DECLINE IN  DELIV­
ERIES TO TI IE  INTERSTATE MARKET

Of course, this committee and the Commission are acutely aware of our worsening na tural gas shortage and the decline in deliveries and dedications to the interstate market. The cu rrent figures are stark  and extremely unsettling . In 1973 the total volume of jurisdict ional na t­
ural gas sold by domestic producers to interstate pipelines was 12.9 
Tcf. This amount declined to 12.2 Tcf in 1974, and fur ther declined to 11.4 Tcf in 1975.

While intersta te sales beyond our jurisdic tion have also fallen, the intras tate market has obtained an increasing majority of gas reserve additions  during the  past few years. In 1966, reserve additions from 
the lower 48 States tota led 14.8 Tcf. Of this volume, 10.0 Tcf or 68 pe r­
cent was committed to the intei-state market. By 1971, total reserve 
additions were 11.1 Tcf; and only 2.2 Tcf  or 20 percent was committed to the interstate market. Preliminary estimates for 1975 indicate tha t 
10.0 Tcf of gas reserves were added. Only 1.3 Tcf or 13 percent of these 
reserves were committed to the inters tate market. It can be inferred that  the remaining 8.7 Tcf or 87 percent of the total was lost to  the intras tate market.

I believe tha t the  critical state of affairs outlined in these data  man­
dates fur ther administra tive actions bv the Federal Power Commis­sion and a legislat ive response by the C-ongress. In recent months, the 
Commission has acted for thright ly to fulfill our statu tory responsi­
bility to provide natural gas at the lowest possible rates consistent with the maintenance of adequate and reliable service. The balancing  of 
these twin considerations is not easy; but I am confident tha t our recent initiatives have been undertaken in a responsible and prudent 
manner and meet the just and reasonable test of the Natural Gas Act.

I would like to h ighl ight  some of these actions inc luding the es tab­lishment of a cost-based national rate s tructure, increased enforcement 
of producer deliverability obligations, and our statement of a general policy permitting  curtailed industrial customers to compete in the 
intrastate market for gas supplies urgently needed to fuel the ir 
highest priority  requirements. The effect of our  60-day emergency sales regulations should be noted also.
National rate structure

On last Fri rPv . t'm Commission issued opinion No. 770-A conclud­
ing the rehear ing of our national rate  determina tion for the current



8

biennium. W ith some revisions, this  order largely affirms our o riginal 
opinion No. 770 issued on duly 27, 1976. We have adopted a total  rate 
struc ture to motivate private producers to fully develop the Nation's 
natu ral gas resources while assuring that the consumer will receive an 
adequate supply of gas at a reasonable rate. This tota l rate structu re 
represents a solution capable of equitably reconciling the diverse 
and conflicting interests which were presented by the record in that 
proceeding.
Producer delivery obligation

On several p rior occasions, substantial testimony on producer  deliv- •
cry obligations has been presented to this committee. I would like to 
note two recent orders of the Commission. Beginning with order 
No. 539, issued on October 14, 1975, we reiterated  our intent and 
policy to stric tly enforce producer delivery obligations under pro- *
duction certificates.

In order  No. 539-B, issued on dulv 30, 1976, we amended our regu­
lations to  require that all future certificates of public convenience and 
necessity covering the sale of natural gas in interstate commerce must 
contain an explic it condition incorporating into the certificate all con­
trac tual  delivery obligations between buyer and seller, and further 
requiring that  the seller “shall observe the standard of a prudent 
opera tor to develop and maintain  deliverability from reserves dedi­
cated to interstate commerce under the certificate. It is our intent to 
vigorously enforce this  prudent operator  standard  through  staff field 
investigations and formal evidentiary proceedings where necessary.

Our recent decision in the Gu lf Oil case is also quite significant. In 
November of 1975 we ordered Gulf Oil Corp, to show cause why 
it should not be found in violation of its certificate obligations for 
failure to fully perform a w arranty sales contract requiring the daily 
delivery o f 500,000 Mcf or more to Texas Eastern  Transmission Corp.
Opinion No. 780, issued on October 15. 1976, followed the completion 
of hearings and the issuance o f an initial decision by an administra ­
tive law judge. We found tha t Gulf has indeed failed to fulfill its 
obligations for several years and ordered strict compliance with the 
contrac t delivery terms by December 15, 1976. Fur ther , we required 
Gulf to make refunds to Texas Eastern, for flow-through to its cus­
tomers, for each Mcf of gas tha t has not l>een delivered, based on the *
difference between the contract price and the applicable national 
ceiling rate.
Direct transportation and emergency sales regulations •

Also, T would like to call to the committee’s at tention the Commis­
sion's general policy statements concerning 60-day emergency sales 
and deliveries (sections 2.68, 157.22 and 157.29 of our Regulations).
These policy statements had a significant impact in reducing the effect 
of curta ilmen t durin g last winter, and they are expected to be even 
more important this year.

In Order No. 533. issued on August 28, 1975, the Commission en­
couraged the direct purchase of natural  gas from independent pro­
ducers by high prior ity customers of jurisdictiona l pipelines and 
distribution  companies in curtailment. The direct sale t ransaction is 
not subject to our rate jurisdiction, but the transporta tion of the gas by 
jurisdictiona l pipelines must be approved by the Commission. This
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policy statement applies only when the indust rial or commercial cus­tomer can reasonably anticipate curtailment of its large commercial requirements o r its industr ial requirements for feedstock, plan t pro­tection and process uses. The transporting pipelines must be curta iling  deliveries of gas and have available  unused capacity to transpor t the directly purchased supplies. Since the issuance of Order  No. 533 we have reviewed and approved  31 transportation applications. Involved are daily deliveries to specific customers ranging from 74 Mcf per day to 6,228 Mcf per day,  and averaging  1,617 Mcf per day. In the past 2 months, 11 additional transportation  applications have been filed and are under review. The average volume is 1,489 Mcf per day, and the requested amounts  vary from 300 Mcf to 3,317 Mcf per day.
Under  sect ions 2.68 and 157.29 of our regulations  non jurisdictional distribut ion companies, intrastate  pipelines, and independent produc­ers are encouraged to aid jurisdictional distributor s and pipelines in need of temporary emergency supplies by making short-term sales or deliveries of natural gas into interstate commerce for periods of up to 60 days. These sales or deliveries are exempted from our rate and certificate jurisdiction. From September 1974 th rough  June  1976, approximately  176 Bcf of natural gas was sold by producers and in­trastate pipelines to intersta te pipelines under the 60-day emergency provisions. As noted earlier, it appears  to our staff that emergency purchases by distr ibuto rs and intersta te pipelines may offset about three-quarters of the incremental delivery deficiency projected for this winte r heatin g season. Dur ing last winter, emergency transac tions totaled roughly 115 Bcf. This can be compared to the estimated de­ficiency in net deliveries from the 1976-77 winter of approximately  156 Bc'f.
Also, testimony in the previously mentioned Transoo impact pro­ceeding indicated that  30 to 40 Bcf of emergency gas may be pu r­chased by Transco for its distributors for delivery durin g this winter heating season.

L IM IT A TIO N S ON  JU R IS D IC TIO N

Last, I  would like to explain briefly the relevant limitations on our author ity under the Natura l Gas Act. F irs t, our jurisdic tion is limited to sales and transpor tation of natural gas in interstate commerce, where gas in produced in whole or in p art in one S tate and consumed in another.
Second, our direct  curtai lment  auth ority  extends only to sales by the pipeline companies. We have not, and almost certain ly cannot, assert complete “burner  tip '' jurisdict ion. The end use requirements of ultimate consumers are examined to determine each dist ribu tor’s entitlement under the pipeline curta ilmen t plan ; but the reallocation of that volume among consumers can proceed in a very different fash ­ion according to local regulato ry requirements. While many State  regulatory commissions have adopted end use plans simila r to ours, they are not required to do so.
Finally, there is the question of allocations and interconnections between intersta te pipelines. In our o rder of July  20, 1976, institutin g 19 curtailment impact proceedings, we encouraged the respondent pipelines to discuss the possibility of volunta ry transfers to meet 

emergency conditions and provided for the attendance of Just ice
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Department observers a t these hearings  in order to minimize poten­
tial anti trust problems. Unfor tunate ly, there is no evidence that  an\ 
volunta ry transfer  agreements have been negotiated. 1 here has been 
considerable debate over the  legality and enforceability of any order 
which would require emergency allocations or interconnections, even 
where a thr eat  to life or property  is involved. 1 he extent of our author­
ity is unclear and has never been tested.

Mr. Chairman, I would like to request leave to file within 2 weeks 
corrected and supplemented testimony to which T will append the 
various orders and reports that have been discussed. I hree additional 
reports will also be available a t that time: analysis of form 16 curta il­
ment data filed by the major pipelines on September 30, 19<6; a 
general analysis plus summaries of the 19 staff reports  on curtailments 
by pa rticu lar pipelines pro jecting cur tailment of 20 percent or more; 
and an updated report on 60-day emergency purchases. I hope that  
this information will be particularly helpful to the  committee.

[The material referred was received for the record :]
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IM M ED IA TE R E L E A SE
D E C E M B E R  6, 1976 N o « 227 61
P ro je c te d  G as  C u r ta il m e n t R e p o rt

F P C  R E L E A SE S R E P O R T  ON 19 76 -7 7 P R O JE C T E D

N A TU RA L GAS P IP E L IN E  C U R TA IL M EN TS

The  F e d e r a l  P o w e r  C o m m is s io n  to day  re le a s e d  a 
s ta ff  r e p o r t  e s ti m a ti n g  th a t n a tu r a l  gas c u r ta i lm e n ts  fo r  
m a jo r  in te r s ta te  p ip e li n e s  w il l be a lm o s t 3. 8 t r i l l io n  cu bic  
fe e t fo r  th e  12 -m on th  p e r io d  S e p te m b e r 1976 th ro u g h  
A u g u s t 197 7, c o m p a re d  to  a c tu a l c u r ta il m e n ts  of  abo u t 3 
t r i l l io n  cub ic  fe e t fo r  th e  p re v io u s  12 -m onth  p e r io d .

E s ti m a te d  c u r ta i lm e n ts  fo r  th e  y e a r  en di ng  A u g u st 
1977 a r e  th u s ex p e c te d  to  ex cee d  th e  p re c e d in g  y e a r 's  
c u r ta i lm e n ts  by  79 4.  8 b il li o n  cub ic  fe e t,  o r  26 . 71 p e rc e n t.  
L a s t  y e a r 's  a c tu a l c u r ta i lm e n t  of  3 t r i l l io n  cu b ic  fe e t w as 
s li g h tl y  le s s  th an  th e 3 .2  t r i l l io n  cu b ic  fe e t p ro je c te d  in  
N o v e m b e r 197 5.

T he te rm  " c u r ta i lm e n t"  a s  u se d  in  th is  r e p o r t  m ean s 
th e  d if fe re n c e  b e tw e e n  th e am o u n ts  of  g as a p ip e li n e  is  r e ­
q u ir e d  to  d e l iv e r , by  c o n tr a c t  o r  o th e rw is e , an d th e  am o u n ts  
i t  is  a c tu a ll y  ab le  to  d e l iv e r .

T he r e p o r t  sh ow s th e  e s ti m a te d  c u r ta il m e n ts  to  be  
a lm o s t  26 p e rc e n t  of  to ta l f i rm  re q u ire m e n ts . T h u s , p ip e ­
li n e s  p r o je c t  th ey  w il l be  ab le  to  d e l iv e r  on ly  74  p e rc e n t  of 
th e  g as  th ey  a r e  c o m m it te d  to  d e l iv e r , a s  oppose d  to  th e 
a p p ro x im a te ly  75 p e rc e n t  th ey  w e re  ab le  to  d e l iv e r  l a s t  
y e a r . It  m u s t be  no te d , h o w e v e r , th a t th is  is  a n a ti o n a l 
a v e ra g e  an d th e r e  w il l be  s ig n if ic a n t v a r ia n c e s  in  v a r io u s  
re g io n s  r e f le c ti n g  th e  a c tu a l su p p ly  s it u a ti o n  of  th e p a r t ic u la r  
p ip e li n e  s e rv in g  th e p a r t i c u la r  re g io n  o r  s ta te .

(o v er)
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No.  22761  -2 -

A c tu a l ne t c u r ta i lm e n ts  f ro m  N o v em b er 1975 th ro u g h  
M a rc h  1976 w e re  1 .2 7 t r il l io n  cu b ic  fe e t,  an d p ro je c te d  
c u r ta il m e n ts  fo r  th e  N o v em b er 19 76 -7 7 p e r io d  a r e  1. 53  
t r i l l io n  cub ic  f e e t , a 20 .8 1  p e rc e n t in c r e a s e  o v e r  la s t  
y e a r 's  h e a ti n g  se a s o n .

T he  c u r r e n t  s ta ff  r e p o r t  sh ow s fo r th e  f i r s t  ti m e  a 
c o m p a r is o n  of  a c tu a l an d p ro je c te d  h e a ti n g  se a so n  f i rm  
d e l iv e r ie s .  T h is  c o m p a r is o n  sh ow s th a t in  S e p te m b e r th e 
p ip e li n e s  p ro je c te d  an  in c re m e n ta l (o v er la s t  w in te r )  d e ­
fi c ie n c y  of  f i rm  g as  d e l iv e r ie s  fo r th is  w in te r  of  127 b il li o n  
cu b ic  fe e t,  a re v is io n  do w nw ar d f ro m  th e 154 b il li o n  p r o ­
je c te d  in  th e  A p r il  fi li n g .

T he r e p o r t  p o in ts  ou t th a t s e v e ra l  m a jo r  f a c to rs  hav e 
s e rv e d  to  a m e l io r a te  th e  im p a c t of  p ip e li n e  c u r ta i lm e n ts  on 
th e  u l ti m a te  c o n s u m e r . T h ese  f a c to rs  in c lu d e  w a r m e r -  
th a n -n o rm a l w in te r  w e a th e r , co n ti nued  c o n v e rs io n  to  a l te rn a te  
fu e ls , c o n s e rv a ti o n  by  fu e l c o n s u m e rs , red u ced  gas dem an d s 
by  in d u s tr ia l  u s e r s  a f fe c te d  by  econom ic  r e c e s s io n , in c r e a s e  
in  p r iv a te ly -o w n e d  n a tu r a l  an d sy n th e ti c  gas su p p li e s  by  
d is tr ib u ti o n  c o m p a n ie s , e m e rg e n c y  p u rc h a s e s  o r  t r a n s p o r ­
ta ti o n  of n a tu ra l g as by  o r  th ro ugh  in te r s ta te  p ip e li n e  
c o m p a n ie s , an d co n ti n u ed  ex p an sio n  of  u n d e rg ro u n d  s to ra g e  
c a p a b il it y .

T he im p a c t of  in te r s ta te  p ip e li n e  c u r ta il m e n ts  up on 
u lt im a te  c o n s u m e rs  can n o t be d e te rm in e d  f ro m  th is  r e p o r t . 
H ow ev er,  th e  C o m m is s io n  c u r re n tl y  p a r t ic ip a te s  jo in tl y  
w it h  th e F e d e r a l  E n e rg y  A d m in is tr a ti o n  in  devel op in g  
in fo rm a ti o n  to  d e te rm in e  im p a c t on  u lt im a te  c o n s u m e rs .
The  r e s u l t s  of  th e  m o s t re c e n t  st udy  w e re  re le a s e d  by  FEA  
la s t  N o v em b er 12.

T o d a y 's  r e p o r t  w as  p r e p a re d  by  th e F P C 's  B u re a u  of  
N a tu ra l G as  an d is  b a s e d  on  d a ta  c o ll e c te d  on  th e  C o m m is s io n 's  
F o rm  16, fi le d  by  th e  p ip e li n e s  in  A p r il  an d S e p te m b e r  of 
each  y e a r . A c tu a l o r  p ro je c te d  c u r ta il m e n ts  w e re  r e p o r te d  
by  29 of  52 in te r s ta te  p ip e li n e  co m p an ie s  in  th e i r  S ep te m b er 
1976 r e p o r t s .

(o ver )

/•
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T o d a y 's  r e p o r t  n o te s  th a t th e  e s ti m a te d  c u r ta il m e n ts  
r e p re s e n t  th o se  by  in te r s t a te  n a tu ra l  gas p ip e li n e  co m p an ie s 
to  th e i r  c u s to m e rs . A bout 90 p e rc e n t  of  g as so ld  by  
in te r s ta te  p ip e li n e  co m p a n ie s  is  d e li v e re d  to  d is t r ib u to r s  
w ho in  tu rn  s e l l  g a s  to  u l ti m a te  c o n s u m e rs . T h e se  d i s t r i ­
b u to r  s a le s  a r e  u n d e r  s ta te  re g u la ti o n .

T he co m p le te  te x t o f th e  s ta ff  r e p o r t  a c c o m p a n ie s  th e
•  new s r e le a s e .

- F P C -

F o r  f u r th e r  in fo rm a ti o n
•  c a l l  275-4 006  (A re a  Cod e 20 2)  114-DC

83-8 37  0  -  77  - 2
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Form 16 Reports Required To Be Filed 
On September 30, 1976

On August 24, 1973, as amended on February 6, 1975, the 
Commission Issued Order Nos. 489 and 523, respectively, in 
Docket No. R-472 establishing Form No. 16, Report of Gas Supply, 
Requirements, and Curtailments. The report is to be filed twice 
each year on April 30 and September 30 by pipeline companies 
making sales of natural gas for resale in interstate commerce.
The April 30 filings present supply, requirements, and curtailment 
data on a monthly basis for the past year, April through March, 
and projected data for the following one-year period, April 
through March. The September 30 filings present actual data 
for the past year, September through August, and projected data 
for the following year, September through August.

This report summarizes the data in the Form 16 filings 
which were due on September 30, 1976,as filed by 52 pipeline 
companies. 1/ Based on the filings made by the 52 pipelines, 
this report provides actual requirements and curtailment data 
for the period September 1, 1975, through August 31, 1976, and 
projected requirements and supply deficiency data for the 
period September 1, 1976,through August 31, 1977. Requirements 
less curtailments reflect the deliveries of available gas supplies
Curtailment of Firm Service

The following is a summary indicating the progressive 
increase in curtailments of firm service reported bv the 
interstate pipeline companies since the Form 16's have been 
filed.

1/ A number of other companies were exempted from filing 
Form 16 by several Commission orders.



16

2

Net Firm Curtailments
(Excludes Curtailments by Pipelines of Other 

Reporting Pipelines)

Actual

Sept. 
April 
Sept. 
April 
Sept. 
April 
Sept .

1972 - August 1973 2/
1973 - March 1974
1973 - August 1974
1974 - March 1975
1974 - August 1975
1975 - March 1976 
1975 - August 1976

Sept. 1976 - August 1977

1,031,254,000 Mcf
1,191,132,000
1,361,871,000
2,013,132,000
2,418,175,000
2,800,700,000
2,975,695,000

Projected 

3,770,538,000 Mcf

Schedule I, attached, shows the actual firm requirements 
and percent of such requirements curtailed for the year 
September 1, 1975, through August 31, 1976, for each of the 
5? companies listed in the schedule. For comparison, their 
projected firm requirements, projected supply deficiency and 
percent deficiency for the following year (September 1, 1976 - 
August 31, 1977) are also shown. After elimination of the 
curtailments of reporting pipelines to other reporting pipe­
lines, a net actual curtailment of 2,975,695,000 Mcf of firm 
requirements is shown for the year September 1975 through 
August 1976. For the following year, net supply deficiencies 
of 3,770,538,000 were projected. Thus, the anticipated supply 
deficiencies for September 1976 through August 1977 exceed the 
curtailments in the previous year by 794,843,000 Mcf or 26.717.. 
Of the 52 listed companies 29 reported actual firm curtailments 
in the year just ended and 29 projected firm curtailments in 
the September 1976 - August 1977 period.

Schedule 11 compares the actual requirements and curtail­
ments during the November 1975 - March 1976 heating season as 
reported on April 30, 1976, with the September 30, 1976, filing 
of projected heating season data for the period November 
1976 - March 1977. Actual net curtailments from November 1975

2/ Compiled prior to promulgation of Form 16 (a special 
ad hoc report).



through March 1976, were reported as 1,265,534,000 Mcf. The 
net curtailments projected in the September 30, 1976, report for the November 1975 - March 1977, period are 1,528,941,000 Mcf. The anticipated change in curtailment amounts to 263,407,000 Mcf or 20.817..

Schedule III compares the projections of the April 30,1976, report with those of the September 30, 1976, report for firm requirements and deficiencies during the heating season of November 1, 1976, through March 31, 1977. The April 30 report projected net curtailments as 1,595,237,000 Mcf com­pared to 1,528,941,000 Mcf projected in the September 30 report. This is a projected decrease of 66,296,000 Mcf or 4.16%.
Curtailment of Interruptible Sales

Schedules IV, V and VI give data on interruptible require­ments and curtailments on a basis comparable to Schedules I,II and III, which deal with firm gas. Schedule IV compares the actual interruptible requirements and curtailments for the year September 1975 - August 1976, with those projected for the year September 1976 - August 1977. The net curtailments are 444,341,000 Mcf and 454,812,000 Mcf, respectively, an in­crease in curtailments of 10,471,000 Mcf or 2.36%.
Curtailments of interruptible customers are based on reductions in normal deliveries to such customers (i.e. curtailments over and above normal curtailments of inter­ruptible load).

Schedule V compares the actual requirements and curtailments reported in the April 30, 1976, filings for the November 1975 - March 1976, heating season with the projections for the November 1976 - March 1977 period as reported in the September 30, 1976, filing. The actual net curtailed volume was 143,607,000 Mcf as compared to the 227,353,000 Mcf projected for the current heating season. The change amounts to 83,746,000 Mcf more curtailment of interruptible sales or 58.32%.
Schedule VI compares the projections for the heating season of November 1976 - March 1977 which were made in the April 30,1976 filings with those made as of September 30, 1976. The
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e a r l i e r  f i l i n g s  p r o j e c t  th e  n e t c u r ta i lm e n t s  to  be  1 3 7 ,7 5 1 ,0 0 0  
Mcf w h il e  th e  Sep te m ber 3 0 , 1976 , f i l i n g  p r o j e c t s  2 2 7 ,3 5 3 ,0 0 0  
Mcf o f  n e t c u r t a i l m e n t s .  The d i f f e r e n c e  am ounts  to  8 9 ,6 0 2 ,0 0 0  
Mcf o r  65 .0 57 . more c u r ta i l m e n t .

S e rv ic e  A re as  A f fe c te d  By C u r ta i lm e n ts

A pp en di x A l i s t s  th e  s e r v ic e  a re a  r e g io n s  i n  w hic h  th e  w
v a r io u s  i n t e r s t a t e  p i p e l i n e s  o p e r a t e .  A ppen dix  B l i s t s  th e  
s t a t e s  com posi ng th e  s e r v i c e  a r e a  r e g io n s .

Fi rm  N a tu ra l Gas  D e l iv e r ie s

Fi rm  n a t u r a l  g as d e l i v e r i e s  a r e  th e  d i f f e r e n c e  betw ee n  
f ir m  re q u ir e m e n ts  an d c u r ta i lm e n t s  o f  f ir m  s e r v ic e  a s  r e p o r te d  
by  th e  52 re sp o n d e n t p i p e l i n e  co m p an ie s.  As su c h , n a tu r a l  g as 
d e l i v e r i e s  a r e  an  e s t im a te  o f  th e  am ou nt  o f  g as th e s e  p ip e l i n e  
com panie s w i l l  hav e a v a i l a b l e  to  s e rv e  t h e i r  c u s to m e rs . In  
vie w  o f  th e  c o n ti n u in g  d e c l in e  in  n a tu r a l  g a s  a v a i l a b i l i t y  
an d th e  a t t e n d a n t  u n c e r t a i n i t y  a s  to  th e  s i g n i f i c a n c e  o f  th e  
te rm s  " re q u ir e m e n ts "  an d " c u r ta i lm e n ts " ,  S ch ed u le  V II  sh ow in g 
a com p ari so n  o f  a c t u a l  1975-1 976 h e a t in g  se a so n  f ir m  d e l i v e r i e s  
an d p r o je c te d  f ir m  d e l i v e r i e s  f o r  th e  1976-1 977 h e a t in g  sea so n  
a s  i n d ic a te d  in  th e  A p r i l  3 0 , 1976 , an d Sep te m ber 3 0 , 1976, 
f i l i n g s  o f  th e  For m 1 6 ' s  h a s  been  added  to  t h i s  r e p o r t .  T h is  
s c h e d u le  show s t h a t  in  A p r i l  th e  p ip e l i n e  com panie s p r o je c te d  
an  in c re m e n ta l  d e f i c ie n c y  o f  f ir m  n a tu r a l  g as d e l i v e r i e s  f o r  
t h i s  w in te r  o f  15 4 b i l l i o n  c u b ic  f e e t .  T h is  in c re m e n ta l  
d e f ic ie n c y  in  d e l i v e r i e s  h as been  r e v is e d  downward to  127  
b i l l i o n  c u b ic  f e e t  in  th e  S ep te m ber f i l i n g .  2 /

En d-Use  Im pac t o f  I n t e r s t a t e  P ip e l in e  C u r ta i lm e n ts

I t  sh o u ld  be  c a r e f u l l y  n o te d  t h a t  th e  c u r ta i lm e n t s  shown 
in  t h i s  r e p o r t  r e p r e s e n t  c u r ta i lm e n t s  by i n t e r s t a t e  n a tu r a l  g as 
p i p e l i n e  com pan ie s to  t h e i r  c u s to m e rs . S in ce  a b o u t 90  p e rc e n t  
o f  gas so ld  by  i n t e r s t a t e  p ip e l i n e  com panie s i s  d e l iv e r e d  to  
d i s t r i b u t o r s  who in  tu r n  p ro v id e  n a tu r a l  g a s  to  u l t im a te  co n ­
su m e rs , th e  c u r ta i lm e n t s  shown in  t h i s  r e p o r t  a r e  l a r g e ly  
c u r ta i lm e n t s  a t  th e  w h o le sa le  l e v e l .

2 /  C e r ta in  o th e r  r e v i s io n s  in  r e p o r te d  p r o je c te d  h e a t in g  se a so n  
d a ta  a re  e v id e n t  an d a r e  c u r r e n t ly  b e in g  i n v e s t i g a te d  by
s t a f f .  &
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-  5 -

S e v e ra l m ajo r f a c t o r s  ha ve  se rv e d  to  a m e l io r a te  th e  
im pact o f  p i p e l i n e  c u r ta i lm e n t s  up on  th e  u l t im a te  consu m er.
T hes e  f a c t o r s  in c lu d e  w a rm er- lh an -n o rm a l w in te r  w e a th e r , 
c o n ti n u e d  c o n v e rs io n  t o  a l t e r n a t e  f u e l s ,  c o n s e rv a t io n  by 
fu e l co n su m ers , re d u ce d  g as de man ds  du e to  i n d u s t r i a l  a c t i v i ­
ty  im pacte d  by  ec onom ic  r e c e s s i o n ,  in c r e a s e  in  p r i v a t e l y  
own ed n a tu r a l  an d s y n th e t i c  g as s u p p l i e s  by  d i s t r i b u t i o n  
co m p an ie s , em er gen cy  p u rc h a s e s  o r  t r a n s p o r t a t i o n s  o f  n a tu r a l  
g as by  o r  th ro u g h  i n t e r s t a t e  p ip e l i n e  co m pan ie s,  an d c o n ti n u e d  
ex p an s io n  o f  u n d e rg ro u n d  s to r a g e  c a p a b i l i t y  by  i n t e r s t a t e  
p i p e l i n e s  an d d i s t r i b u t i o n  co m p an ie s.

The im pact o f  i n t e r s t a t e  p ip e l i n e  c u r ta i lm e n t s  upon  
u l t im a te  consu m ers  can n o t be  d e te rm in e d  from  t h i s  r e p o r t .
Ho wev er , th e  Com mission  c u r r e n t ly  p a r t i c i p a t e s  on  a j o i n t  
b a s i s  w it h  th e  F e d e ra l E ner gy A d m in is tr a t io n  in  d e v e lo p in g  
in fo rm a t io n  d i r e c t e d  a t  th e  e n d - u s e r  l e v e l  to  d e te rm in e  th e  
im pact o f  th e  c u r ta i lm e n t s  to  u l t im a te  co n su m ers . The 
r e s u l t s  o f  th e  mos t r e c e n t  s u rv e y , b a se d  on FPC Form No. 69 , 
an d FEA Form  No. G -1 01-P -1  w er e r e le a s e d  No vember 12 , 19 76 , 
by th e  F e d e ra l Ener gy A d m in is t r a t io n  in  a r e p o r t  e n t i t l e d ,  
" P r o je c te d  N a tu ra l Gas  C u r ta i lm e n ts  an d P o t e n t i a l  Ne eds fo r  
A d d i t io n a l  A l t e r n a te  F u e l s ,  19 76 -1 97 7 H e a ti n g  S e a so n " .

In  a d d i t i o n  to  t h i s  j o i n t  s u rv e y , th e  F e d e ra l Powe r 
Com mission  p u b l is h e d  on  O c to b e r 6 , 1976, Com mission  s t a f f  
r e p o r t s  in  Doc ke t No. R P76-1 6, e t  a 1 . ,  ( th e  so  c a l l e d  
om ni bu s h e a r in g s )  w hic h  exam in ed  among o t h e r  th in g s  th e  
e n d -u se  im pact o f  c u r ta i lm e n t s  on th e  c u s to m e rs  o f  19 p ip e ­
l in e  com panie s wh ose FPC Form No.  1 6 's  had p r o j e c te d  th e  
mos t s i g n i f i c a n t  l e v e l s  o f  c u r ta i lm e n t s  t h i s  w in t e r .  A 
sum mary o f  th e s e  r e p o r t s  i s  b e in g  p re p a re d  f o r  i s s u e  a s  an  
FPC News R e le a se  in  th e  n e a r  f u t u r e .

S ch ed u le  No. 1A o f  FPC Form  16

S ch ed u le  No. 1A o f  Form 16 was  p ro m u lg a te d  by  Com mission  
O rd e r No. 523 is s u e d  F e b ru a ry  6 , 1975 , ir r Doc ke t No. R -4 72.
I t  g iv e s  c u s to m e r-b y -c u s to m e r  d e t a i l s  o f  r e q u ir e m e n ts ,  d e l i v e r i e s  
an d c u r t a i l m e n t s ,  by  s t a t e s ,  fo r  th o se  c u s to m e rs  n o rm a ll y  r e ­
c e iv in g  100 ,0 00  Mcf o r  mo re p e r  y e a r  an d co m bi ne d d a ta  f o r  th e  
re m a in d e r .

D e ta i le d  s t a t e  su m m ar ie s o f  th e  S c h ed u le  1A d a ta  a re  
b e in g  c o m p u te ri z ed  an d p r i n to u t s  w i l l  be  a v a i l a b l e  a t  a 
l a t e r  d a te .
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APPENDIX A

P ip e li n e  Co mpanies  S e rv ic in g  Gas R equir em en ts  Co mmitt ee  R eg io ns

P ip e li n e 1 2 3 4 5 6 7 8 9  10

A ia bar aa -T en nes se e N a tu ra l Ga s Company 
A lg onquin  Gas T ran sm is s io n  Company 
A rk ansa s L o u is ia n a  Gas Company 
B lu e f ie ld  Gas Company
C ap ro ck  P ip e li n e  Company 
C i t i e s  S e rv ic e  Gas Company 
C o lo ra do  I n t e r s t a t e  Gas  Company 
Col um bi a Gas T ran sm is s io n  C orp . 
Com mercial  P ip e li n e  Company , I n c . 
C o n so li d a te d  Gas Supply  C orp .
E as t T en ness ee  N a tu ra l Gas  Company 
E a s re rn  Sh or e N a tu ra l  Gas Company 
E l Pa so  N a tu ra l Gas Company 
F lo r id a  Gas  T ran sm is s io n  Company 
Gr an d Gas C o rp o ra ti o n  
G ra n it e  S ta te  Gas  T ra n s m is s io n , In c . 
G re a t La ke s Gas T ra n sm is s io n  Company 
I n t e r - C i t y  M in nes ota  P ip e l in e  L td . 
K ansa s- N eb ra sk a N a tu ra l Ga s Company 
K en tu ck y- W es t V i r g in ia  Gas  Company 
L aw re nc eb ur g Gas T ra n m s is s io n  C orp . 
L ou is ia na -N evada  T r a n s i t  Company 
M cC ul loch  I n t e r s t a t e  Gas C orp . 
M ic hig an  W is co nsi n  P ip e L in e  Company 
Mid L o u is ia n a  Gas Company 
M id w es te rn  Gas T ra n sm is s io n  Company 
M is s is s ip p i  R iv e r T ra n sm is s io n  Cor p.  
M on ta na -D ak ot a U t i l i t i e s  Company 
N a ti o n a l Fuel Gas Su pply  C orp .
N a tu ra l Gas P ip e li n e  Co.  o f  Am er ica 
N ort h  Penn Gas Company 
N o rt h e rn  N a tu ra l Gas  Company 
N ort hw est  P ip e li n e  C orp .
P a c i f i c  Gas T ra n sm is s io n  Company 
Panhandle  E a s te rn  P ip e l in e  Company 
South  G eorg ia  N a tu ra l Gas Company 
Sou th  Tex as  N a tu ra l Gas G a th e r in g  Co. 
S o u th e rn  N a tu ra l Gas Company 
T enness ee  Gas P ip e l in e  Company ,

A D iv is io n  o f  T en neco , I n c .

X

X

X
X

X

X

X
X X 
X

X

X

X X

X
X X X  

X X

X
X

X X 
X

X X
X
X X X

X
X X

X X X

X
X

X
X

X
X

X

X X X
X

X X 
X X

X

X X X

X X X

X

X X X

X

X

X

X

X

X X 
X

X

X
 X

X X 
X

X

X X 
X 
X 
X *

X X X X
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A-2

Pipe lin e Companies Servicing Gas Requirements Committee Regions
Pipel in e 1 2 3 4 5 6 7 8 9  10

Tennessee Na tura l Gas Line s,  In c. 
Texas Eastern  Transmission Corp. 
Texas Gas Pipe Line  Corp.
Texas Gas Transmission Corp. 
Tran sc on tin en ta l Gas Pipe Line Corp. 
Transwestern Pip el in e Company 
Trun kl ine Gas Company
United  Gas Pipe Line Company 
Val le y Gas Transmission In c.
West Texas Gathering Company 
Western Gas In te rs ta te  Company 
Western Transmission Corp.

X
X X X

X X X  
X X

X X X
X

X X 
X 
X 
X

X X  X 
X 
X 
X 
X

X X  X 
X

Note: Some companies may have minor se rvice in  some areas not designated in  th is  schedule.

Gas Requirements Committee Regions are  those defined by the Gas Requirements Committee of the gas indu stry  as shown on Appendix B.
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APPENDIX B

Gas Requirements Committee Regions

1. NEW ENGLAND
Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island, 
Vermont

2. APPALACHIAN
Delaware, District of Columbia, Kentucky, Maryland, New Jersey, 
New York, Ohio, Pennsylvania, Virginia, West Virginia

3. SOUTHEAST
Alabama, Florida, Georgia, North Carolina, South Carolina, 
Tennessee

4 . GREAT LAKES
Illinois, Indiana, Michigan, Wisconsin

5. NORTHERN PLAINS
Iowa, Minnesota, Nebraska, North Dakota, South Dakota

6. MID-CONTINENT
Kansas, Missouri, Oklahoma

7. GULF COAST
Arkansas, Louisiana, Mississippi, Texas

8. ROCKY MOUNTAIN
Colorado, Montana, Utah, Wyoming

9. PACIFIC SOUTHWEST
Arizona, California, Nevada, New Mexico

10. PACIFIC NORTHWEST
Idaho, Oregon, Washington
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Schedule J

Comparison of Actual Firm Requirement* and Firm Curtailment* 
For Year September 197$, throuqh August 1976, with Protections 

For Year September 1976, throuqh August 1977

September 1975-August 1976 
Actual--FT̂----- PeTcent

Curtailments Cu rta iled
— (* 7 5 —  ---------------

To tal  for Year September 1976-August 1977 
__________Projected_____________

Firm Firm Percent
Requirement* Def iciency  Cu rta iled

---------------

A la ba ma -Tennessee Natural  Gas Coapany 
Algonquin Gas Transmission Company 
Arkansas Louisiana Cas Company 
Bluefie ld Gas Company
Caprock Pip eline Company 
Cities  Service Cas Company 
Colorado In te rs ta te  Cas Company 
Columbia Gas Transmission Corporation 
Coamerclal Pip eline Company, The 
Consolidated Gas Supply Corporation 
East Tennessee Natural Gas Company 
Eastern Shore Natural Cas Company 
El Paso Natural Cas Company 
Florida Gas Transmission Company 
Gas Gathering Corporation 
Granite State Cas Transmission, Inc .
Creat Lakes Cas Transmission Company 
Indu st ria l Cas Corporat ion 
In te r- C ity Minnesota Pipe lin es , Ltd . 
Kansas-Nebraska Natural Cas Coapany 
Kentucky-West Virgin ia  Ga Company 
Lawrenceburg Gas Transmission Corporation 
Louisiana-Nevada Transit  Company 
McCulloch In te rs ta te  Cas Corporation 
Michigan Wisconsin Pipe Line Company 
Mid Louisiana Cas Company 
Midwestern Cas Transmission Company 
Miss issippi River Transmission Corporation 
Montana-Dakota U ti li t ie s  Company 
National Fuel Cas Supply Corporation  
Natural Cas Pipeline Company of America 
North Penn Cas Company 
Northern Natural  Cas Company 
Northwest Pipe Line Corporation 
Pa cific  Gas Transmission Company 
Panhandle Eastern Pipe Line p my 
South Ceorgla Natural Cas Company 
South Texas Natural Cas Gathering Company 
Southern Natural Cas Company 
Tennessee Cas Pipeline Coapany 
Tennessee Natural  Cas Lines, Inc.
Texas Eastern Transmission Corporation 
Texas Cas Pipe Line Corporation 
Texas Gas Transmission Corporat ion 
Transcontinental Cas Pipe Line Corporation  
Transwestern Pip eline Company 
Trunkline Cas Coapany 
United Cas Pipe Line Coapany 
Valley Cas Transmission, Inc.
West Texas Gathering Company 
Western Cas In te rs ta te  Company 
Western Transmission Corporation

30.061
143.932
476.647

1,044
1,496

546,514
351,000

1,391,364
366

665,777
80,329

5,820
1,386,649

35,852
2,312
3,599

89,545
5,568
7.832

88,359
26,810
5,523
4.166
5,827

836,092
29,050

328,050
205,821

35,932
196,175

1,719.388
26,370

816,543
436,672
366,541

38,007
639,817

1,313,272
27,214 

1,009,5 26 
2,001 

758,036 
1,039,028  

367,798 
595,542 

1,582,645 
7,940

86,650
7,928
1,674

000
000
000
non
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo
ooo

2,879,000
14,848,000

162,106,000
-0-

127,044,000
111,000

344,658.000
-0-

73,4 52,000
24,739,000

995,000
231,377,000

-0 -
-0 -
-0-
-0-
-0 -
-0-
-0 -
-0 -

1,428,0 00
365,000

-0-
61,813.000
4,330,000

37,807,000

-0 -
230,149,000

-0 -
62,210,000
47,787,000

-0-
176,204,000 

15,000 
-0 -

85,6 29,000
211,740.000

1,32 5,000
275,178.000

-0 -
158,951,000
395,224,000
105,781,000
252,424,000
747,476.000

-0-
-0 -

103.000
-0-

Totals 18,063,124,000 1,838,148,000

Less transactions between 
respondent pip elines 3,91 2,361,000 862,« 3,000

Net Totals 14,150 ,763 .000 2,975,695,000

34.01
-0-
-0 -

23.25
0.03

24.77
-0 -

11.03
30.80
17.10
16.69

-0 -
-0 -
-0 -
-0 -

-0 -
-0-

25.86
8.76
-0 -
7.39

14.91
11.52

-0-
19.87

-0-
7.62

10.94
-0 -

24.29
-6 -

13.38  
16.12

4.87
27.26

-0-
20.97
38.04
28.76
42.39 
47.23

-0-
-0 -
1.30
-0 -

21.25

21.03

31 .998,000
147,995,000 
516,278,000  

1,104,0 00 
1,036,0 00 

586,733,000  
360,399,000 

1,44 2,830,000 
366,000 

691,161.000 
80,263,000 
6,824,000 

1,42 4,334,000  
36,530,000  
2,140,0 00 
3,738,000  

88,741,000 
4,983.000 
7,342,000  

86,354,000 
27,127,000 
5,523,000 
4,630.0 00 
3,740.000 

836,510,000 
31,270 ,000 

326,700,000 
224,394,000 

39.358,000 
228,069.000 

1,72 2,061,000 
26,860,000 

861,457,000 
440,146,000 
360,365,000 
732,200,000 
14,848,000 
31,376 ,000 

667,279,000 
1,31 7,104,000 

33,363,000 
1,01 6,044,000  

2,286,000 
771,162,000 

1,04 5,320,000  
366,796,000  
594,972,000  

1,60 5,927,000 
6,369,000 

80,270,000 
9,517,000 
2,227,0 00

18.456.41 8.00 0

3,92 2,061,000

14,534,35 7,00 0

6.396,0 00
16,813,000

201,771,000
-0-
-0 -

168,372.000
-0-

404,901,000
-0 -

67,506,000
23,577,000

3.102,0 00
430,475,000

-0 -
-0 -
-0 -
-0 -

-0 -
-0 -

1,980,0 00
682,000

-0 -
101, 92 ',OOO

8,61 1,000
45.8 07.000

778,000
-0 -

25,0 44,000
264,977,000

-0 -
169,101,000

38,100,000
-0 -

187,141,000  
251.000 

-0 -
126.407.000
239,857.000

7,101,000
281,482.000

-0 -
219,584,000
489.637,000
145,701,000
220,456,000
871,261,000

-0-
-0 -
-0-
-0 -

4.76 8.746,000

998,208,000

3,77 0,538,000

19.99
11.36 
39.08
-0 -
-0 -

28.69
-0 -

28.0 6
-0 -
9.77

29.37  
45.4 6 
30.22

-0 -
-0 -

35.85
14.73

-0 -
12.19
27.54
14.02
0.35
-0 -

10.98
21.68

-0 -
19.63
8.66
-0 -

75.56
1.69

21.28
27.70

-0 -
28.47
46.84
39.72
37.05
54.25
-0 -
-0 -
-0 -
-0 -

25.84

25.94
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SCHEDULE II

Comparison o f Apr il 30 , 1976 , Report  and September  30 , 197 6. Report  o f 
Actua l and Pro je ct ed  Pin a Requirem ents  and Cu rta ilm en ts 

For He ati ng  Season

A pr il 30 , 1976  Report 
Heatlnx Seaa on - November 1975-March 1976
---------8---------------aTTUTI--------------------------
------ Firm ---------------- Firm ---------------- Percent
Req uire men ts Cur tailm en ts D ef ic ie nt 

—

September 30 , 1976  Report 
ing Seaai - November 1976-March 1977

Firm

4S?r
Pro jected

Alabama-Tennessee  Na tur al Cat Company 
Algon quin Cas Tr ansm iss ion  Company 
Arkansa s Lo uisia na  Cat Company 
B lu e fi e ld  Caa Company
Caprock P ip el in e  Company 
C it ie s  Ser vic e Caa Company 
Colorado  In te rs ta te  Caa Company 
Columbia Caa Tr ansm iss ion  Corpo rat ion  
Commerical P ip el in e  Company, The 
C on so lid at ed  Caa Supply Corporatio n 
East Tennesaee Na tural Caa Company 
Ea ste rn Shore Na tur al Gas Company 
El Paso  Na tur al Cas Company 
Fl or id a Caa Transm iss ion  Company 
Cas Cath erlng Corpo ration  
C ra nl te  Stare Cas Tr an sm iss ion,  Inc.
Creat  Lakes Cas Transm iss ion  Company 
In du st r ia l Cas Corpo rat ion  
In te r- C it y  Minnesota P ip e li n e s , Ltd. 
Kansas-Nebrask a Na tural Cas Company 
Kentucky-West V ir gi ni a Caa Company 
Lawrenceburg Cas Tr ansm iss ion  Corpo rat ion  
Louis ian a-N evada Tra ns it  Company 
McCulloch In te rst a te  Cas Corpo ration 
Mich igan  Wiscons in Pip e Line Company 
Mid Lo uisia na  Cas Company 
Midw estern Cas Tr ansm iss ion  Company 
M is si ss ip p i River Transm iss ion  Corpo rat ion  
Montana-Dakota U t i l i t ie s  Company 
Nat io na l Fuel Caa Supply Corpo rat ion  
Na tur al Cas P ip el in e  Company of  America 
North Penn Caa Company 
Northern  Na tur al Gas Company 
Nor th wes t.P ip e Line Corpo rat ion  
P a cif ic  Cas Tra nam isal on Company 
Panhandle Ea ste rn Pip e Line r.aapnnp 
Sou th Ge org ia Natural Cas Company 
Sou th Texas  Na tur al Cas Cathe rin g Company 
South ern  Na tur al Cas Company 
Te nn essee Cas P ip el in e  Company 
Te nn essee Na tur al Cas Lin es , Inc.
Texas Easte rn Tr ansm iss ion  Corpo rat ion  
Texas Cas Pipe Line Corporatio n 
Texas Cas Tr an sm iss ion  Corpor atio n 
T ra ns co nt in en ta l Cas Pipe Line Co rpo rat ion  
Tr answ ester n P ip el in e  Company 
Tr un kl ine Gas Company 
Unit ed  Cas Pip e Line Company 
V al le y Cas Tra ns m iss ion,  In c.
West Texas  Cath erlng Company 
Weste rn Cas In te rst a te  Company 
Weste rn Tr ansm iss ion  Corporatio n

15,5 40. 000  
94 ,914.0 00  

21 8, 74 3, 00 0  
775.0 00  
721,0 00  

280 ,4 67 ,0 00  
181 ,4 30 ,0 00  
847 ,9 97 ,0 00  

30 1,00 0 
333 ,6 83 ,0 00  

40 ,2 82,0 00  
3.442, 000  

59 6. 21 9. 00 0  
19,1 93, 000  

95 9,00 0 
2,0 65 ,0 00  

36 ,9 64,0 00  
2.3 95 .0 00  
3,932, 000  

39, 77 3, 00 0  
11 ,458,0 00  

2,7 99 ,0 00  
1,91 5,0 00  
2,3 33 .0 00  

439 ,1 79 ,0 00  
12, 40 4, 00 0  

140 ,1 30 ,0 00  
118 .1 87 ,0 00  

26, 22 0, 00 0  
12 1, 13 7, 00 0  
52 3,38 1,00 0  

15, 38 7, 00 0  
41 0, 91 9, 00 0  
222 .6 00 ,0 00  
162 ,3 12 ,0 00  
35 0, 78 3, 00 0  

6,5 50 ,0 00  
15, 28 3, 00 0  

27 3,256,0 00  
62 2.873.0 00  

18, 68 2, 00 0  
44 3,660.0 00  

66 8,00 0 
34 1,21 1,00 0  
48 3,1 67,0 00  
152 ,5 15 ,0 00  
249 .1 07 .0 00  
691 .6 18 .0 00  

3,0 83 .0 00  
39 ,7 00 .0 00  

3,14 5,0 00  
54 1.00 0

3,3 51 ,0 00
12 ,407 ,000
66, 62 7, 00 0

-0 -
-0 -

72 .626 ,000
98 .000

24 4,87 5,00 0
-0 -

17 ,718 ,000
10 ,172 ,000

726,000
-0 -
-0 -
-0 -
-0 -
-0 -
-0 -
-0 -
-0 -
-0 -

533.0 00
341.0 00

-0 -
17 ,707 ,000  

1,4 80 ,0 00
21 .048 .000

-0 -
-0 -
-0 -

I I , 96 8,00 0
-0 -

40 ,142 ,000
44 ,262 ,000

-0 -
79 ,4 75 ,000

4, 00 0
-0-

1,0 85 ,0 00
96 ,547 ,000

3,69 0,00 0
10 4.01 2,00 0

-0 -
34 ,1 76 .000

14 5,98 *.00 0
43, 88 3, 00 0

I I I ,  05 3,000 
30 0,77 3.00 0

-0 -
-0 -

10 3,000

21 .56
14 .19
30 .46

25 .89
0.01

28 .88
-0 -
5.3 1

75 .25
21 .09
18 .73

-0 -
23 .27
17.81

-0 -
4.03

11 .93
15 .02

-0 -
2.29
-0 -
9. 77  

19.88
-0 -

22 .66
0.0 6  
-0 -  
0 .0 

15.50  
19.75  
23.44  

-0 - 
10.02  
30.21
28 .77  
44 .58

3.28
1/

16 ,122, 000
88 ,211. 000

24 2, 77 4, 00 0
75 9,0 00
41 2.00 0

30 1,76 5,00 0
19 0, 93 7, 00 0
84 5, 26 0, 00 0

25 4,0 00
35 9,02 4.00 0

40 ,4 80 ,0 00
3,26 2, 000

60 7, 47 7, 00 0
19 ,446, 000

89 0,0 00
2 ,1 17 ,0 00

36 ,8 95 ,0 00
2 ,0 86 .0 00
3.47 4, 000

41 .5 09 ,0 00
11 ,662, 000

2,29 9. 00 0
2,15 0, 00 0
1 ,6 02 ,0 00

45 6, 31 1, 00 0
16 ,2 46 ,0 00

13 8,85 8,00 0
13 2,60 6,00 0

25 ,0 65 ,0 00
13 5,69 1,00 0
52 3.53 5.00 0

15 ,4 24 ,0 00
41 3,42 5,0 00
21 9. 92 7, 00 0
15 3,83 9,00 0
35 6,96 2,00 0

8 ,2 06 ,0 00
13 ,559, 000

30 3,21 3,00 0
55 9,65 4,00 0
19 ,5 09 ,0 00

45 0,726 ,0 00
96 7,00 0

35 3, 41 8. 00 0
50 9,27 9,00 0
15 1, 51 2. 00 0
24 7,95 1,0 00
70 5,17 6,00 0

2,70 0, 000
35 ,0 30 ,0 00

3,59 9, 000
92 2,00 0

4,58 9, 00 0
I I , 973,00 0 
81 ,9 85 ,0 00

-0 -
-0 -

91 ,4 74 ,0 00
-0 -

21 0,27 5,00 0
-0 -

24 ,2 07 ,0 00
8, 93 5, 00 0  
1, 86 0, 00 0  

17 7,46 6,00 0  
-0 -  
-0 -  
-0 - 
-0 -  
-0 - 
-0 - 
-0 - 
-0 -

81 0,0 00
49 6,00 0

-0 -
42 ,3 55 ,0 00

3. 60 4, 00 0
20 ,601 .000  

-0 - 
-0 -

15 ,168 ,000
31 ,8 51 ,000

-0 -
57 ,381 ,000
38 ,100 .000

-0 -
79 ,8 12 ,000

46 ,000
-0 -

30 ,822 ,000
91 ,1 48 ,0 00

4,21 1, 000
I I I , 43 5,0 00

-0 -
83 ,3 39 ,0 00

18 9,01 9,00 0
57 ,704 ,000
90 ,2 85 ,0 00

35 4.1 79 ,000
-0 -
-0 -
-0 -
-0 -

28 .46
13 .57
33 .7 7

-0 -
-0 -

30 .31
-0 -

24 .88
-0 -
6.74

22 .0 7
57 .02
29 .21

-0 -
-0 -

-0 -

9. 32
22 .18
14 .84

11 .18

13 .88
17 .32

10 .17
16 .29
21 .59
24 .72

23 .58
37 .12
38 .09
36.41
50 .23

8,6 12 ,5 62 ,0 00 1, 59 8,1 99.0 00 18 .56 8. 77 2 ,1 77 ,0 00 1 ,9 15, 130 ,0 00 21 .83

respo ndent  p ip e lin es

Net Tota ls

1 ,6 27 ,1 84 .0 00

6.9 85 ,3 78 ,0 00

33 2, 66 5,00 0

1, 26 5,5 34,0 00 18 .12

1 ,6 50 ,2 13 ,0 00

7 ,1 21, 964 ,0 00

38 6, 18 9,00 0 

1,5 28 ,9 41 ,0 00 21 .47

1/  Weste rn Tr ansm iss ion  Corpo rat ion  data not  Inclu ded in  A pr il 30 , 1976 , repo rt t o ta ls . Data
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Comparison o f A pr il 30 , 1976 , Report and September  30 , 1976 , 
Report of  Pro je cted  Firm Req uirements end Cu rta ilm en ts 

fo r He ating Sea son  November 1976  - March 1977

Apr il 30 , 1976 
Pro je cted

P efl c le n t

September 30 , 1976

“Firm"

Alabama-Tennesse e Na tur al Caa Company 
Algonquin Gas Transm iss ion  Company 
Arkansas  Louisia na  Cas Company 
B lu efi e ld  Gas Company
Caprock P ip el in e Company 
C it ie s  Se rv ice Cas Company 
Colorado In te ra ta te  Cas Company 
Columbia Gas Tr ansm iss ion  Co rpo rat ion  
Commercial P ip el in e  Company. The

*  Con solid ated  Gas Supply Corpo rat ion  
East Tennessee Na tural Cas Company 
Eastern Shore Na tural Gas Company 
El Paso Na tural Cas Company 
Flo ri da  Gas Tr ansm iss ion  Company 
Gas Gathering Corpo at  Ion
Gr anite  St at e Cas Tra ns m iss ion,  Inc.
Great  Lakes Cas Tr ansm iss ion  Company 
In dust r ia l Gas Corpo rat ion

*  In te r- C it y Minnesota  P ip e li n e s , Ltd. 
Kansas-Nebraska Na tur al Cas Company 
Kentucky-West V ir gin ia  Cas Company 
Lawrenceburg Gas Tr an sm iss ion  Co rpora tion 
Lou isiana-Nev ada  T ra ns it  Company 
McCulloch In te rs ta te  Cas Co rpo rat ion  
Michigan Wis con sin  Pip e Line Company
Mid Louis ian a Cas Company 
Midwestern Cas Tr ansm iss ion  Company 
M is si ss ip p i Riv er Tr ansm iss ion  Co rporat ion  
Montana-Dakota U t i l i t i e s  Company 
<k tlonal Fuel Gas Supply  Corpo rat ion  

Na tural Caa P ip el in e  Company of  America 
North Penn Cas Company
Northern Na tural Gas Company 
Northwest Pipe Line Co rpo rat ion  
P acif ic  Cas Tr ansm iss ion  Company 
Panhandle Easte rn P ip el in e  Company 
South Georgia Na tural Cas Company 
South Texas Natural Cas Ga the rin g Company 
Sou thern Na tural Cas Company 
Te nnessee Cas P ip el in e  Company 
Te nnessee Na tural Cas Lin es , Inc.
Texas Eas tern Transm iss ion  Co rpora tion 
Texas Cas Pipe Line Co rpo rat ion  
Texas Cas Tr ansm iss ion  Corpo rat ion  
Tra ns co nt in en ta l Cas Pip e Line Co rpora tion 
Trans western P ip el in e  Company 
Tr unkline Cas Company 
United Gas Pipe Line  Company 
Val le y Cas Tr an sm iss ion,  In c.
West Texas Cat he m l ng Company 
Western Cas In te rst a te  Company 
Western Transm iss ion  Corpo rat ion

16 ,122 ,000  
89. 69 1. 00 0  

22 8,67 3,00 0  
766,000  
798.000  

29 7, 29 2,00 0 
19 4, 27 2,00 0 
86 7,87 8,00 0  

301,000  
35 9,01 8,00 0 
40, 47 2, 00 0  

1,9 14 ,0 00  
61 3.80 1,00 0  

18 ,857 ,000  
890,0 00  

2.1 17 .0 00  
36 ,777 ,000  
2,255, 000  
3,61 4,00 0  

41 ,3 66 ,0 00  
11 ,672 ,000  

2,2 99 ,0 00  
2,15 3,0 00  
1,7 19 ,0 00  

426 ,5 12 ,0 00  
16 ,210 ,000  

13 9,28 4,00 0  
13 3,44 4,00 0  

27 ,880 ,000  
13 5, 69 1,00 0 
51 4,20 1,00 0 
15 ,424 ,000  

41 5.68 0,00 0  
22 3,64 0,00 0  
15 3,83 9,00 0  
37 9,56 3.00 0  

8,1 57 ,0 00  
13 ,5 99 ,000  

27 3,25 6.00 0  
61 7,91 8,00 0  

19 ,509 ,000  
45 2,89 5,00 0  

1.118. 000  
35 3,41 9.00 0  
50 1,18 3,00 0  
15 1, 51 1,00 0 
24 7. 63 6,00 0 
70 5,18 8,00 0 

2,700, 000  
35 ,030 ,000  

3,6 64 ,0 00  
725,000

4.5 89 ,0 00
13, 77 3, 00 0
73 ,472 ,000

-0 -
-0 -

89. 42 0, 00 0
9 ,6 93 ,0 00

23 5, 59 7, 00 0
-0 -

30 ,341 ,000
10, 02 3, 00 0

785,000
20 0,81 6,00 0

-0 -
-0 -
-0 -
-0 -
-0 -
-0 -
-0 -
-0 -

81 0,000
54 9,000

-0 -
16, 66 5, 00 0

3,078, 000
23 ,3 00,0 00

-0 -
-0 -

13, 34 9, 00 0
22,5 15, 000

-0 -
58 ,221 .000
43,4 62, 000

-0 -
10 8, 69 5. 00 0

10 6,000
-0 -

2,82 8,0 00
10 4, 41 6, 00 0

3,9 97 ,0 00
11 6,20 8,00 0

-0 -
83 ,3 39,0 00

194 .4 71 ,0 00
58, 26 5, 00 0

122 ,8 52 ,0 00
35 9,52 7,00 0

-0 -
-0 -

65 ,000
-0 -

28 .46
15 .36
32 .16

8.45
24 .77
41 .01
32 .72

-0 -
-0 -
-0 -
-0 -

35 .23
25 .49 

-0 - 
3.9 1

18 .99
16 .73

-0 -
-0 -
9.8 4
4.3 8
-0 -

14.01
19 .43

-0 -
28 .64

1. 30
-0 -
1.03

16 .90
20 .49 
25 .66

23 .58
38 .80
38 .46

1. 77
1 /

RequirementstfkFJ—

16 .1 22 ,0 00
88 .211 ,000

24 2,77 4,00 0
759,000
41 2,00 0

30 1.76 5,00 0
19 0, 93 7,00 0
84 5, 26 0,00 0

301,0 00
35 9, 02 4.00 0
40 ,480, 000

3, 26 2, 00 0
60 7,4 77 ,000
19 ,4 46 ,0 00

89 0,0 00
2,11 7, 000

36 ,8 95 ,0 00
2,08 6, 000
3, 47 4, 00 0

41 .509, 000
11 ,6 62 ,0 00

7,22 9, 00 0
2, 15 0, 00 0
1. 60 2. 00 0

45 4,31 1,00 0
16 ,246 ,000

13 8,85 8,00 0
13 2, 60 6,00 0

25 ,065 ,000
13 5, 69 1,00 0
52 3, 53 5,00 0
15 ,424 ,000

41 3,42 5,00 0
21 9, 92 7.00 0
15 3,8 39 ,000
35 6,96 2,00 0

8, 20 6, 00 0
13 ,559 ,000

30 3, 21 3.00 0
55 9, 65 4,00 0
19 ,509 ,000

45 0,7 26 .000
967,0 00

35 3,41 8,00 0
50 9,27 9,00 0
15 1,51 2,00 0
24 7, 95 1,00 0
70 5,17 6,00 0

2, 70 0, 00 0
35 ,0 30 ,000

3, 59 9,00 0
922,0 00

Pro jected

D ef ic ie ncy
—

4,5 89 .0 00
11 .9 73 ,0 00
81 ,9 85 ,0 00

-0 -
-0 -

91 ,474, 000
-0 -

21 0,27 5,00 0
-0 -

24 ,2 07 ,0 00
8 ,9 35 ,0 00
1,86 0, 000

17 7.46 6,00 0
-0 -
-0 -
-0 -
-0 -
-0 -
-0 -
-0 -
-0 -

810,0 00
49 6,00 0

-0 -
42 ,3 55 ,0 00

3,60 4, 000
20 ,6 01 ,0 00

-0 -
-0 -

15 ,1 68 ,0 00
31 .8 51 .0 00

-0 -
57 ,381 ,000
38 .1 00 .0 00

-0 -
79 ,8 12 ,0 00

46 ,000
-0 -

30 .8 22 ,000
91 ,1 48 ,0 00

4 ,2 11 .0 00
11 1,43 5.00 0

-0 -
83 ,3 39 ,0 00

18 9,01 9,00 0
57 ,704 ,000
90 ,2 85 ,0 00

35 4, 17 9,00 0
-0 -
-0 -
-0 -
-0 -

D ef lc le nt

28 .46
13 .57
33 .77

6.74
22 .07
57 .02
29 .21

-0 -
-0 -
-0 -
-0 -

9 .3 2
22 .18
14 .84

11 .18
6. 08
-0 -

13 .88
17 .32

-0 -
22 .56

0. 56
-0 -

21 .59
24 .72

-0 -
23 .58
37 .12
38 .09
36.41
50 .23

-0 -
-0 -
-0 -
-0 -

1/

Tot al s

Less tr an sa ct io n s between 
resp ond ent  p ip e li n es

Net Tot al s

8 ,7 54, 246 ,0 00

1 ,5 92,7 65,0 00

7,16 1,4 81,0 00

1 ,9 87, 418 ,0 00

39 2,18 1,00 0

1 .5 95,2 37,0 00

22 .70

22 .28

8 ,7 72 ,1 77 ,0 00

1.65 0, 21 3. 000

7. 12 1, 96 4, 00 0

1.91 5. 130 ,0 00

38 6,1 89 .000

1 ,5 28, 941 .0 00

21 .83

21 .47

Western Tr ansm iss ion  Co rpora tion dat a Inclu ded in  Apr il 30 , 19 76 , re po rt  to ta l s . Data re ce iv ed  in  tim e.
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SCHEDULE VI I

Co mpa ris on  o f A c tu a l (1 97 5- 19 76 ) and P ro je c te d  (1 97 6- 19 77 )
Fir m D e li v e ri e s  fo r  H ea ti ng Se ason

Re po rt of R ep ort  of
A p ri l 30 , 1976 Se ptem be r 30 , 1976

A ctu al P ro je c te d P ro je c te dNov. 75 -M ar.  76 Nov. 76 - Mar. 77 Nov. 76 - Mar . 77
Alaba ma-Te nn essee N a tu ra l Gas Company 12,1 89,0 00 11,5 33,0 00 11,5 33,0 00Algon qu in  Gas T ra nsm is si on  Company 72.8 67,0 00 75 ,9 18,0 00 76,2 38,0 00Ark an sa s L ou is ia na  Gas Company 152,1 16,0 00 15 5,0 01,0 00 160,7 89,0 00* B lu e fi e ld  Gqs Company 77 5,00 0 76 6,00 0 75 9,00 0Capro ck  P ip e li n e  Company 72 1,00 0 79 8,000 412 ,0 00C it ie s  Serv ic e  Gas Company 207,8 41,0 00 20 7, 872,0 00 210,2 91,0 00Co lorado  I n t e r s ta t e  Gas Company 181 , 332,0 00 184,5 79 ,0 00 19 0, 937,0 00Columbia Gas T ra nsm is si on  C orp o ra ti o n 603,1 22,0 00 61 2, 281,0 00 634,9 85,0 00Commercial  P ip e li n e  Company, The 30 1,00 0 30 1,00 0 25 4.00 0C onso lida te d  Gas Su pp ly  C orp ora ti on 31 5,9 65,0 00 328,6 77 ,0 00 33 4, 817,0 00Eas t Ten ne ss ee  N a tu ra l Gas Company 30,1 10,0 00 30,4 49,0 00 31,5 45,0 00E as te rn  Shore  N a tu ra l Gas Company 2,7 16 ,0 00 1,1 29,0 00 1,4 02,0 00El Paso N a tu ra l Gas Company 484,5 29,0 00 412,9 85.0 00 430,0 11,0 00F lo r id a  Gas T ra nsm is si on  Company 19,1 93,0 00 18,8 57,0 00 19 ,446 ^0 00Gas G ath eri ng  C orp ora tion 95 9, 00 0 1 / 89 0,00 0G ra n it e  S ta te  Gas T ra n sm is sio n , In c . 2 ,0 65 ,0 00 2,1 17,0 00 2,1 17,0 00Cre at  Lak es Gas T ra nsm is si on  Company 36,9 64,0 00 36 ,7 77,0 00 36,8 95,0 00I n d u s tr ia l  Gas C orp ora tion 2 ,3 95 .0 00  2 / 2,2 55 ,0 00  2 / 2 ,0 86 ,0 00In te r -C i ty  Minne so ta  P ip e l in e s , L td . 3,9 32 ,0 00 3,6 14,0 00 3,4 74,0 00Ka ns as -N eb rask a N a tu ra l Gas Company 39,7 73,0 00 41,3 66,0 00 41,5 09,0 00Kentu cky-W est  V ir g in ia  Gas Company 11,4 58,0 00 11 ,6 72,0 00 11,6 62,0 00Lawrenceburg Gas T ra nsm is si on  C orp ora ti on 1,7 64 ,0 00 1,4 89,0 00 1 ,4 89,0 00Lou is ia na -N ev ad a T ra n s it  Company 1,5 74,0 00 1,6 04,0 00 1 ,6 54,0 00McCul loch I n t e r s ta t e  Gas C o rp o ra ti o n 2 ,3 33 .0 00 1, 719,0 00 1,6 02,0 00Mich iga n W isco ns in  P ip e Li ne  Company 421,4 72,0 00 409,8 47 ,0 00 411,9 56,0 00Mid L ouis ia na Gas Company 10,9 24,0 00 13,1 32,0 00 12,6 42,0 00Midwe ste rn  Gas T ra nsm is si on  Company 11 9, 082,0 00 11 1, 98 4, 00 0 118,2 57.0 00M is s is s ip p i R iv er T ra nsm is si on  C orp ora ti on 118,1 87,0 00 13 3,4 44,0 00 132,6 06,0 00Montan a-D akota  U t i l i t i e s  Company 26,2 20,0 00 27,8 80,0 00 25,0 65,0 00N ational Fu el  Gas Su pp ly  C orp ora ti on 121,1 37 ,0 00 12 2,3 42,0 00 120,5 23,0 00N atu ra l Gas P ip e li n e  Co. o f Am erica 511,4 13 ,0 00 491,6 86 ,0 00 4«1 ,6 84,0 00Nor th  Penn Gas Company 15,3 87,0 00 15,4 24,0 00 15,4 24,0 00N orther n N a tu ra l Gas Company 37 0,7 77,0 00 357,4 59 ,0 00 356,0 44 ,0 00No rth west P ip e Line  C orp ora tion 178,3 38,0 00 18 0, 178,0 00 181,8 27,0 00P a c if ic  Gas T ra nsm is si on  Company 16 2,3 12,0 00 153,8 39,0 00 15 3,8 39,0 00Pa nh an dle E aste rn  P ip e li n e  Company 271,3 08,0 00 26 3,4 40,0 00 277,1 50,0 00So uth G eo rg ia  N a tu ra l Gas Company 6,5 46,0 00 8,0 51,0 00 8 ,1 60,0 00So uth  Te xa s N a tu ra l Gas G a th e ri n g  Company 15,2 83,0 00 '1 3 ,5 59 ,0 00 13,5 59,0 00So ut he rn  N a tu ra l Gas Company 27 2,1 71,0 00 27 0, 428,0 00 272,3 91,0 00Ten ne ss ee  Gas P ip e li n e  Company 52 6,3 26,0 00 51 3, 50 2, 00 0 468,5 06,0 00Ten ne ss ee  N a tu ra l Gas L in es , In c . 14 ,9 92,0 00 15,5 12,0 00 15,2 98,0 00Texas E aste rn  T ra nsm is si on  C orp ora ti on 33 9,6 48,0 00 33 6, 68 7, 00 0 33 9,2 91,0 00Texas Gas Pipe Li ne  C orp ora ti on 66 8,00 0 1 ,1 18 ,0 00 96 7, 00 0Texas Gas T ra nsm is si on  C orp ora ti on 307,0 35 ,0 00 27 0, 080,0 00 27 0, 079,0 00T ra n sco n ti n en ta l Gas Pi pe  Li ne  C orp ora tion 33 7, 182,0 00 30 6, 71 2, 00 0 32 0,2 60,0 00T ra nsw es te rn  P ip e li n e  Company 10 8, 632,0 00 93,2 46,0 00 93,8 08,0 00T ru nkli ne Gas Company 13 8, 054,0 00 124,7 84 ,0 00 15 7,6 66,0 00Uni te d Gas P ip e Lin e Company 390,8 45 ,0 00 345,6 61 ,0 00 35 0,9 97,0 00V al le y Gas T ra n sm is sio n , In c . 3,0 83 ,0 00 2,7 00,0 00 2,7 00,0 00West Texas G ath eri ng  Company 39,7 00,0 00 35,0 30,0 00 35,0 30,0 00Wes ter n Gas I n t e r s ta t e  Company 3,0 42,0 00 3,5 99,0 00 3,5 99.0 00We ste rn T ra nsm is si on  C orp ora ti on 2 / 54 1,00 0 2 / 72 5,00 0 922, 00 0

T o ta ls 7 ,0 14 ,3 63 ,0 00 6 ,7 66,8 28,0 00 6 ,8 57 ,0 47 ,0 00* Le ss  tr a n s a c t io n s  be tw ee n
re sp onden t p ip e l in e s 1 ,2 9 4 ,5 19 ,0 00 1 ,2 00,5 84,0 00 1 ,2 64 ,0 24 ,0 00

Net T o ta ls 5 ,7 19 ,8 44 ,0 00 5,5 66,2 44,0 00 5,5 93 ,0 23 ,0 00
l /  Did not subm it da ta  fo r  p e r io d .
7 /  Not in cl uded  in  t o t a 1 ;r e ce iv e d  to o  la te

83-8 37  0  -  77 - 3
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FEDERAL POWER CO MM ISS ION
N E W S  R E L E A S E  Wa s h in g t o n , d .c . 2 0 4 2 6

IMME DIAT E RE LE AS E 
JANUAR Y 11. 1977 
Gas  C u rt a il m en ts

No. 22822

FPC RE LE AS ES  ST ATE -B Y-S TA TE  SUMMARY OF  GAS

CU RT AIL ME NT S

Th e F e d e ra l Pow er  C om m is si on toda y re le ased  a 
re p o rt  p re p are d  by it s  s ta ff  su m m ar iz in g  on a s ta te -b y ­
st a te  b a s is  th e ne t n a tu ra l ga s re q u ir em en ts , c u rt a il m en ts , 
and d e li v e ri e s  p ro je cte d  a s  of  S ep te m ber  30, 1976,  fo r the 
1976- 77 w in te r.

The  re p o rt  was  p re p are d  by  F P C 's  B ure au  of  N atu ra l 
G as  bas ed  on dat a fi led with  t he  FP C (F orm  No. 16) by 
in te rs ta te  pi pe line  co m pan ie s.

The  su m m ar y  a ls o  in cl ud es  the d if fe re nce  be tw ee n 
1976-77  w in te r re q u ir em en ts , cu rt a il m en ts , and d e li v e ri e s , 
as  p ro je c te d  A pri l 30, 1976, and  Sep te m ber  30, 1976. Th e 
FP C  on  D ec em ber  6 (R el ea se  No . 22761) pu bl ishe d s t a t i s ­
ti c a l in fo rm ation  on cu rt a il m en ts  by  m ajo r co m pan ie s.
Tha t re le a se  did no t co nt ai n a s ta te -b y -s ta te  br ea kd ow n.

P ri n to u ts  of  a dd it io na l FP C F orm  16 det ai le d in fo rm a­
tion  a re  av ai la ble  fo r pu bl ic  in sp ec ti on  in the C om m is si on 's  
Of fic e of  Public In fo rm at io n . A rr angem ents  ca n be  m ad e 
th ro ugh th at  of fic e to  purc has e  co pie s of  th e p ri n to u ts  o r 
of  th e com pute r ta pe.

The  st a ff  su m m ar y  ac co m pan ie s th is  new  re le a se .

-F P C -

F o r  fu r th e r  in fo rm at io n 
call  27 5-40 06  (A re a Co de  202) DC- E
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FED ERAL POWER COM MISSION

FI RM  D E L IV E R IE S , FI RM  CURTAIL MEN TS AND FIRM  
REQ UIREME NTS OF INTE RS TA TE  P IP E L IN E  COMPANIES 

*  BASED  ON FORM 16  SCH EDULE 1A REPORT S

SUMMARY BY STAT E OF ACTUAL FIRM  D ELIV ER IE S, 
FIRM  CURTAILME NTS AND FI RM  REQUIREMENTS 

FO R 1 9 7 5 - 1 9 7 6  WINTE R COMPARED 
TO PROJ EC TE D FOR 1 9 7 6 - 1 9 7 7  WINTER

BUREAU OF NATURAL GAS 
ST AF F REPORT

W a s h i n g t o n ,  D .C . 
D e c e m b e r  1 9 7 6



Summary by State of Actual Firm Deliveries, Firm Curtailments, 
and Firm Requirements for 1975-1976 Winter Compared to 

Projected for 1976-1977 Winter

On December 6, 1976, in News Release No. 22761, the Federal 
Power Commission released statistical information on requirements 
and curtailments as reported by interstate natural gas pipeline 
companies in their Form 16 reports.

At page 5 of the staff report accompanying the news release 
was a statement Indicating that additional reports based on the 
Form 16 data but showing substantially more detail were in 
preparation. This report provides a detailed breakout of net 
deliveries, curtailments and requirements for each state com­
paring actual for the heating season 1975-1976 and projected 
for the heating season 1976-1977. Additional detail of deliv­
eries, curtailments and requirements by each pipeline company for 
each state on an annual as well as heating season basis is available in the Commission's Office of Public Information as a computer 
printout.

There are some differences in calculated net total volumes 
between the December 6, 1976 report and the total volumes related 
to this more detailed report. These differences are attributable 
to rounding error and certain reporting inconsistencies between 
the Form 16 Summary Schedule No. 1 and Customer Schedule No. 1A. 
Staff is currently revising the format of both these schedules 
in an attempt to eliminate these inconsistencies in the future.

It should be noted that the projected data are based on 
occurrence of normal weather, and supply-demand factors projected 
as of September 1976. Weather experienced to date for the current 
heating season has been considerably below normal. Further, in 
evaluating the Increased requirements shown by the report for the 
1976-1977 heating season, in comparison with the 1975-1976 heating 
season, it should be noted that a warmer than normal heating season 
was experienced and may be an important factor in the Increased 
requirements shown for the 1976-1977 heating season.

It should be carefully noted that the curtailments shown in 
this report represent curtailments by interstate natural gas pipe­
line companies to their customers. Since about 90 percent of gas 
sold by Interstate pipeline companies is delivered to distributors 
who in turn provide natural gas to ultimate consumers, the curtail­
ments shown in this report are largely curtailments at the wholesale level. ---------
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Several major factors served to ameliorate the Impact of pipeline curtailments upon the ultimate consumer in the past winter. These factors include warmer-than-normal winter weather, continued conversion to alternate fuels, conservation by fuel consumers, reduced gas demands due to industrial ac­tivity impacted by economic recession, increase in privately owned natural and synthetic gas supplies by distribution companies, emergency purchases or transportations of natural gas by or through interstate pipeline companies, and continued expansion of underground storage capability by interstate pipe­lines and distribution companies.
The impact of interstate pipeline curtailments upon ultimate consumers cannot be determined from this report. However, the Commission currently participates on a joint basis with the Federal Energy Administration in developing information directed at the end-user level to determine the impact of the curtailments to ultimate consumers. The results of the most recent survey, based on FPC Form No. 69, and FEA Form No. G-101-P-1 were released November 12, 1976, by the Federal Energy Administration in a report entitled, "Projected Natural Gas Curtailments and Potential Needs for Additional Alternate Fuels, 1976-1977 Heating Season".
In addition to this Joint survey, the Federal Power Com­mission published on October 6, 1976, Commission staff reports in Docket No. RP76-16, et al.. (the so called omnibus hearings) which examined among other things the end-use impact of curtail­ments on the customers of 19 pipeline companies whose FPC Form No. 16's had projected the most significant levels of curtailments this winter. A summary of these reports was issued December 9, 1976, FPC News Release No. 22765.
The omnibus report concluded that if winter weather is normal, the impacts of natural gas curtailment would generally be manageable but that colder than normal winter weather could result in industrial production losses and possibly unemployment. Recognizing the need for an information-gathering technique to understand the general nature of curtailment impacts as a result
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of colder Chan normal weather as Che current winter progresses,
the Commission on December 17, 1976, issued a letter order which
was sent to 28 major interstate pipeline companies. The letter
order indicated that information concerning certain curtailmentimpact areas would be requested every two weeks (or more frequentif necessary) to assist the Commission in monitoring the ongoing
operation of curtailment programs, and to determine the existence
or Imminence of significant dislocation such as production losses •or unemployemnt due to natural gas curtailment by Interstatepipelines.
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A b s tr a c t  and  Summary o f  
Com m ission  S t a f f  R e p o rts  In  

A la bam a-T enness ee  N a tu ra l  Gas Com pany , e t  a l . , 
D oc ke t No s. R P76-1 16, e t  a l .

P u rs u a n t to  th e  d i r e c t i v e s  o f  th e  Com mission  
a s s e t  f o r t h  in  i t s  o r d e r  in  A la bam a- T ennes se e  N a tu ra l  Gas 
Co mp any , e t  a l . , in  D oc ke t Nos . R P76 -1 16 , e t  a l . ,  i s s u e d  
J u ly  2 0 , 1976 , th e  Com m ission  s t a f f  has  p re p a re d  an d su b ­
m i t t e d  to  th e  Com mission  i n d iv id u a l  r e p o r t s  e v a lu a t in g  th e  
im p ac t o f  c u r ta i lm e n t  up on  th e  n in e te e n  p ip e l i n e  com pan ie s 
d e s ig n a te d  in  th e  a fo re m e n ti o n e d  o r d e r .  In  each  o f  th e  
p ro c e e d in g s  th e  Com m ission  s t a f f  has a tt e m p te d  to  mak e an  
a s se s s m e n t o f  each  p i p e l i n e 's  su p p ly  s i t u a t i o n  on a g e n e r a l iz e d  
b a s i s  an d to  o b ta in  a s s u ra n c e  t h a t  th e  s u p p l i e s  p r o j e c te d  by 
th e s e  co m pan ie s wou ld  be  fo r th c o m in g  d u r in g  th e  c r i t i c a l  
p e r io d  o f  ti m e d u r in g  th e  im pendin g  w in te r  h e a t in g  s e a so n . 
S i m i l a r ly ,  th e  e v a lu a t io n  o f  th e  re q u ir e m e n ts  o f  e ach  p ip e ­
l i n e ,  by  p r i o r i t y  c a te g o r y ,  was a l s o  mad e in  o rd e r  t o  a s s e s s  
th e  ty p e s  o f  h ig h  p r i o r i t y  u sa g e s  t h a t  m ig h t be  a f f e c t e d  
d u r in g  t h i s  p e r io d . The  p ro c e e d in g s  a l s o  p ro v id e d  o p p o r tu n it y  
to  d e te rm in e  w h e th e r o r  n o t an y p o t e n t i a l  so u rc e s  o f  n a tu r a l  
gas c o u ld  be  made a v a i l a b l e  t o  a m e l io r a te  th e  c u r ta i lm e n ts  
p r o j e c te d  by  th e  n in e te e n  p ip e l i n e s  d e s ig n a te d  in  th e  
C o m m is si on 's  J u ly  2 0 , 19 76 , o r d e r .

In  a d d i t i o n ,  th e  p ro c e e d in g s  w er e a ls o  d i r e c te d  to w ard  
th e  develo pm en t o f  te c h n iq u e s  t h a t  sh o u ld  be  u s e f u l  b o th  
d u r in g  th e  c o u rse  o f  th e  1976-7 7 w in te r  h e a t in g  se a so n  an d 
in  su b se q u e n t y e a rs  f o r  p r o v id in g  f o r  each  o f  th e  f i f t y  
s t a t e s  th e  s p e c i f i c  a l t e r n a t e  f u e l s ,  b o th  th e  ty p e  an d 
q u a n t i t y ,  t h a t  wou ld  be  r e q u i r e d  to  o f f s e t  p r o je c te d  c u r t a i l ­
m en ts . I t  i s  ho pe d t h a t  th e  te c h n iq u e s  in tr o d u c e d  by  th e  
Com m ission  s t a f f  can  be r e f i n e d  to  p ro v id e  a u s e f u l  t o o l  
in  su b se q u e n t y e a rs  when c u r ta i lm e n t s  by  i n t e r s t a t e  p ip e ­
l i n e s  may be more c r i t i c a l .

The Com mission  s t a f f  b e l i e v e s  t h a t  t h i s  p ro c e s s  w i l l  
e n a b le  th e  Com mission  to  p in p o in t  a r e a s  o f  p o t e n t i a l  d an g er 
an d to  ta k e  s te p s  in  ad v an ce  to  d e te rm in e  w h e th e r a d e q u a te  
s u p p l i e s  o f  n a tu r a l  gas o r  a l t e r n a t e  f u e ls  a re  a v a i l a b l e  
to  o f f s e t  c u r ta i lm e n t .

F or th e  m ost  p a r t ,  c u s to m e r re sp o n se  to  th e  p ip e l i n e  
r e q u e s t s  f o r  d a ta  was g e n e r a l l y  c o o p e r a ti v e  an d th e  p ro c e e d in g s  
w ere  w e ll  a t te n d e d ;  b u t fo rm al p a r t i c i p a t i o n  was  g e n e r a l ly  
l im i te d  to  o b s e rv e r  s t a t u s .  A lt h o u g h  a f f e c te d  S t a te  Com mission s



and other Federal Agencies recorded appearances in almost 
all of the proceedings, no testimony regarding the situation, 
procedures or available alternatives being considered at 
state or local levels was presented. Attempts by staff to 
develop and introduce data at the ultimate end-user level, 
indicating curtailments, type and amount of alternate fuels 
available and gas supplies from other sources was generally 
opposed as being unverified. In addition, the section of 
each individual pipeline report summarizing and comparing 
FPC Form 16 with FEA compiled data cannot be relied upon 
to determine specific impact because of incomplete filings 
and non-response to FEA data requests. Furthermore, state­
wide aggregate comparisons regarding curtailments, requirements 
and deliveries included in the reports can be used only for 
very general impact trends. However, it is believed that 
experience gained in dealing with this data can be helpful 
in future impact analyses.

In general, the reports, which are based on data 
projections provided by interstate pipelines and their 
customers, indicate that under normal weather conditions, 
markets served by eighteen of the pipelines will experience 
relatively minor difficulties in absorbing projected curtail­
ments with minimal adverse effects such as production losses 
or unemployment during the coming winter season. With regard 
to one company, Transcontinental Gas Pipe Line Corporation, 
the report indicates that impact of curtailment during the 
coming winter season is inconclusive although substantial 
emergency purchases are anticipated by Transco's customers.

Estimates of natural gas supplies available to all 
nineteen companies were found to be fairly consistent with 
those reported in the April, 1976, Form 16 as filed with 
the Commission. Although the general trend indicates 
slightly decreasing deliverability from connected supplies 
this winter, it is generally expected that previously 
reported supply estimates of most pipelines will not vary 
greatly during the coming winter season. Where applicable, 
all of the supply projections include anticipated production 
losses, freezeups, allowables and allowances for producer 
workovers and downtime for compressor stations, all of which 
are normal winter occurrences. Companies which rely on 
storage operations to meet winter deliveries indicate that 
storage fields will be filled to capacity prior to the 
commencement of the winter season. In addition, most of
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th e  p i p e l i n e s  i n d ic a te  in te n d e d  c o o p e ra ti o n  w it h  i n d u s t r i a l
c u s to m e rs  r e g a rd in g  t r a n s p o r t a t i o n  o f  n a tu r a l  g as p u r s u a n t
to  O rd er No. 533. F u r th e rm o re , a lt h o u g h  th e  m a jo r i ty  have
n o t  in c lu d e d  em er gen cy  p u rc h a se s  in  t h e i r  su p p ly  p r o j e c t i o n s ,
p i p e l i n e s  p la n  to  p u rc h a se  su ch  s u p p l i e s  to  su p p le m en t
c u r r e n t  s u p p l i e s  d u r in g  c o ld e r  th a n  norm al  p e r io d s ,  su p p ly
f a i l u r e s  o r  o th e r  em er gen cy  s i t u a t i o n s .  A few  o f  th e
n in e te e n  p i p e l i n e s  i n d i c a t e  th e  a v a i l a b i l i t y  o f  SNG an d •
LNG to  t h e i r  c u s to m e rs  to  o f f s e t  c u r ta i lm e n t s .

S in c e  m ost  o f  th e  n in e te e n  p i p e l i n e s  o p e r a te  u n d e r 
c u r ta i lm e n t  p la n s  w hic h  em pl oy  e i t h e r  s e a s o n a l  o r  a n n u a l 
v o lu m e tr ic  l i m i t a t i o n s  a s  s e t  f o r t h  in  t h e i r  r e s p e c t iv e  
t a r i f f s ,  r e q u ir e m e n ts  g e n e r a l l y  do n o t in c lu d e  an y w e a th e r  
a d ju s tm e n t o r  o th e r  s i g n i f i c a n t  ch anges b e ca u se  th e y  a re  
in  m ost  in s ta n c e s  b a se d  upo n some p a s t  b a se  p e r io d  o f  a c t u a l  
o r  e s t im a te d  u sa g e .

A lt h o u g h  c u r ta i lm e n t  on  a lm o s t ev e ry  p i p e l i n e  sy s te m  
u n d e r  s tu d y  h e re  i s  p r o j e c te d  to  e x te n d  in to  P r i o r i t y  2 
a t  th e  w h o le sa le  l e v e l ,  m ost  c u s to m e rs  who i n d ic a te  p o t e n t i a l  
p ro b le m s a s  a r e s u l t  o f  su c h  c u r ta i lm e n ts  a t  th e  e n d -u s e r  
l e v e l  a r e  c o n ce rn ed  m ain ly  in  th e  e v e n t t h a t  an  a l t e r n a t e  
f u e l  m ig h t n o t be a v a i l a b l e  when n e ed e d , in  w hic h c a se  
p l a n t  sh utd ow ns c o u ld  be  n e c e s s a r y .  In  t h i s  r e g a rd  th e  
FEA h as s u b m it te d  a  r e p o r t  o f  a l t e r n a t e  f u e l  a v a i l a b i l i t y  
( a t t a c h e d  to  each  in d iv id u a l  r e p o r t )  w hic h in d ic a te s  t h a t  
a d e q u a te  a l t e r n a t e  f u e l  s u p p l i e s  w i l l  be  a v a i l a b l e  on  a 
n a ti o n w id e  b a s i s  f o r  th e  1976-7 7 w in te r  s e a so n . 1 /

No s p e c i f i c  in fo rm a t io n  was  p r e s e n te d  by  an y o f  th e  
n in e te e n  com panie s r e g a r d in g  im pact o f  a c o ld e r  th a n  norm al  
w in t e r .  S p e c i f i c  im p ac ts  w ou ld  de pen d up on  th e  s e v e r i t y  
an d d u r a t io n  o f  an y c o ld  s p e l l .  I t  can  be  g e n e r a l ly  co n ­
c lu d e d , how ever , t h a t  a w id e sp re a d  c o ld e r  th a n  norm al  w in te r  
w ould  fo rc e  d e e p e r  c u r t a i l m e n t s ,  re d u ce  th e  e f f e c t  o f  
a v a i l a b l e  a l t e r n a t i v e s  an d m ost  p ro b a b ly  r e s u l t  in  a g r e a t e r  
e x p o su re  to  i n d u s t r i a l  p l a n t  sh u td ow n. No c u r ta i lm e n t  o f  
r e s i d e n t i a l  o r  sm a ll  com m erc ia l co nsu m er s i s  a n t i c ip a t e d
even  in  c o ld e r  th a n  norm al  w e a th e r . S t a f f  w i l l  c o n ti n u e  ’
to  fo ll o w  th e  s i t u a t i o n  o f  e ach  o f  th e  p i p e l i n e s  w hic h  sho ws  
p o t e n t i a l  f o r  s e r io u s  a d v e r s e  im p a c ts .

FEA h as is s u e d  a r e p o r t  t i t l e d  " P r o je c te d  N a tu ra l Gas j

C u r ta i lm e n ts  an d P o t e n t i a l  Ne eds f o r  A d d i t io n a l  A l t e r n a te
F u e ls  -  19 76 -1 97 7 H e a ti n g  S easo n  d a te d  No ve mbe r, 1976",
w h ic h  s e t s  f o r t h  c e r t a i n  d a ta  r e l a t i n g  to  s t a t e  by  s t a t e
a n a ly s i s  o f  a l t e r n a t e  f u e l  s u p p l i e s  w hic h  was n o t a v a i l a b l e
to  FPC s t a f f  d u r in g  th e  om ni bu s p ro c e e d in g s .
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Mo re s p e c i f i c a l l y ,  e ach  o f  th e  n in e te e n  p i p e l i n e  
com panie s s i t u a t i o n  f o r  th e  co m in g w in te r  s e a so n  i s  
su m m ar iz ed  a s  f o l lo w s :

A la b am a-T en n esse e  N a tu ra l  Gas Company (A la ba m a-  
T en n essee ) i s  s u p p l i e d  e n t i r e l y  by  T en n e ssee  Gas P ip e l in e  
Company . I t  p r o j e c t s  a 26 p e r c e n t  c u r ta i lm e n t  o f  P r i o r i t y  2 
re q u ir e m e n ts  w i th  o n ly  m in im al im p a c t a s  lo n g  a s  a d e q u a te  
a l t e r n a t e  f u e l  s u p p l i e s  a r e  a v a i l a b l e  ( t h e r e  w i l l  be  no  
c u r ta i lm e n t  in  P r i o r i t y  1 ) .  In  th e  e v e n t o f  p o s s ib l e  p l a n t  
sh utd ow ns o r  an y o t h e r  em er gen cy  s i t u a t i o n ,  A la ba m a-  
T en n ess ee  s t a t e s  t h a t  i t  w i l l  u t i l i z e  a v a i l a b l e  sy s te m  
d i v e r s i t y ,  em er gen cy  p ro c e e d in g s  u n d e r  2 .6 8  o f  th e  Commis­
s i o n 's  r u l e s  an d in tr a -c o m p a n y  t r a n s f e r s  o f  s u f f i c i e n t  
volu m es  o f  g a s  to  r e l i e v e  th e  im m edia te  p ro b le m .

A rk an sas  L o u is ia n a  Gas Company  (A rk la )  does n o t 
a n t i c i p a t e  an y c u r ta i lm e n t  o f  P r i o r i t i e s  1 an d 2 . How ev er , 
P r i o r i t y  3 w hic h  in c lu d e s  a nu m be r o f  c u s to m e rs  la c k in g  
a l t e r n a t e  f u e l  f a c i l i t i e s  i s  e x p e c te d  to  be  c u r t a i l e d  2 
p e r c e n t  an d 1 p e r c e n t  d u r in g  No vember an d M ar ch , r e s p e c t ­
i v e l y ,  and  44  p e r c e n t  d u r in g  th e  m onth s o f  Dec em ber th ro u g h  
F e b ru a ry . A rk la  s t a t e s  t h a t  i t  i s  n o t  i t s  no rm al p o l ic y  
to  p u rc h a se  g as u n d e r  S e c t io n  2 .6 8  o f  th e  C o m m is si on 's  
R e g u la ti o n s  o r  t o  t r a n s p o r t  g a s  f o r  i t s  i n d u s t r i a l  c u s to m e rs  
p u r s u a n t  to  O rd e r No. 533 . How ev er , s t a f f  s t r o n g ly  re co m ­
me nded  in  i t s  r e p o r t  t h a t  A rk la  c o n s id e r  th e s e  a l t e r n a t i v e s  
e s p e c i a l l y  d u r in g  th e  m on th s o f  De ce mbe r th ro u g h  F e b ru a ry  
whe n 44  p e r c e n t  c u r ta i lm e n t  o f  P r i o r i t y  3 i s  e x p e c te d .
A rk la  a n t i c i p a t e s  t h a t  i t s  s t o r a g e  f i e l d s  w i l l  be  f u l l  
by  Novemb er 1 , 1976.

C i t i e s  S e r v ic e  Gas Company ( C i t i e s )  p r o j e c t s  no 
c u r ta i lm e n t  o f  P r i o r i t y  1 an d 2 an d o n ly  m in im al o r  peak  
day  c u r ta i lm e n t  o f  P r i o r i t y  3 d u r in g  th e  m on th s o f  Dec em ber 
th ro u g h  M ar ch .

C ol um bi a Gas T ra n s m is s io n  C o rp o ra ti o n  (C o lu m bia ) 
e x p e c ts  to  c u r t a i l  i t s  P r i o r i t y  2 re q u ir e m e n ts  by  6 4 .7  p e r ­
c e n t .  How ev er , t h i s  im p ac t i s  a d ju s te d  down wa rd to  4 5 .2  
p e r c e n t  b a se d  upon th e  e x p e c te d  p u rc h a se  o f  SNG from  
Col um bi a LNG C o rp o ra ti o n . The minim um nu m be r o f  c u s to m e rs  
a n t i c i p a t i n g  sh u td ow n t h i s  w in te r  du e to  a la c k  o f  a l t e r ­
n a te  f u e l  c a p a b i l i t y  o r  th e  la c k  o f  a l t e r n a t e  f u e l  i s  180.
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A l t e r n a te  f u e ls  a p p e a r  to  be  s u f f i c i e n t  i n  th e  a r e a s  se rv e d  
by  C olu m bia , an d Col um bi a w i l l  a l s o  be  t r y in g  to  p u rc h a se  
em er gen cy  volu m es  o f  g as from  i n t r a s t a t e  p ip e l i n e s  t o t a l i n g  
8 to  15 m i l l io n  M cf . In  a d d i t i o n ,  h ig h  p r i o r i t y  i n d u s t r i a l  
c u s to m e rs  o f  C o lu m b ia 's  d i s t r i b u t o r s  cu s to m e rs  in te n d  to  
p u rc h a se  g as in  th e  f i e l d  u n d e r  O rd er No. 533 . A l l  f a c t o r s  
c o n s id e r e d ,  no  m ajo r ec onom ic  d i s l o c a t i o n s  a r e  i n d ic a te d .

E a s t T en n ess ee  N a tu ra l  Gas  Company (E a s t T en n e ssee ) 
i s  s u p p l ie d  s o l e ly  by  T en n e ssee  Gas P ip e l in e  Company . I t  
a n t i c i p a t e s  a 2 p e r c e n t  c u r ta i lm e n t  o f  P r i o r i t y  2 d u r in g  
th e  co min g w in te r  s e a s o n . S in c e  th e  p r o je c te d  c u r ta i lm e n t  
i s  o n ly  s l i g h t l y  h ig h e r  th a n  l a s t  y e a r  an d th e  a b se n c e  o f  
any  p re v io u s  p ro b le m s p lu s  th e  a v a i l a b i l i t y  o f  a d e q u a te  
a l t e r n a t e  f u e l s ,  E a s t T e n n e s s e e 's  p r o je c te d  c u r ta i lm e n t  
a p p e a rs  to  be  m an ag eab le .

E a s te rn  Shore  N a tu ra l Gas  Company ( E a s te r n  S hore ) 
r e c e iv e s  i t s  e n t i r e  su p p ly  o f  n a tu r a l  gas from  T r a n s c o n t in e n ta l  
Gas  P ip e  L in e  C o rp o ra ti o n  ( T r a n s c o ) . E a s te rn  Shore  does  
n o t  a n t i c i p a t e  an y m ajo r p ro b le m s. I t  b e l i e v e s  t h a t  i t s  
n a t u r a l  g as su p p ly  co m bi ne d w ith  a l t e r n a t e  so u rc e s  o f  f u e l  
w i l l  be  a d e q u a te  d u r in g  th e  co min g w in te r .  One c u s to m e r, 
S t a u f f e r  C hem ic al  Company , w h ic h  r e q u i r e s  n a tu r a l  g as f o r  
f e e d s to c k  i s  se e k in g  an  em er gen cy  su p p ly  o f  g a s .

El Pa so  N a tu ra l Gas Company (E l Paso ) s t a t e s  t h a t  
i t  e x p e c ts  to  m ee t a l l  o f  th e  P r i o r i t y  1 an d 2 re q u ir e m e n ts  
o f  i t s  E a s t o f  C a l i f o r n i a  c u s to m e rs , ass um in g  c o n t in u a t io n  
o f  th e  " lo a d  e q u a t io n "  a r ra n g e m e n ts  p r e s e n t ly  p e n d in g  b e f o re  
th e  Com mission  in  D oc ke t No. C P73 -3 34 , e t  a l . A lt h o u g h  
c u r ta i lm e n t s  to  S o u th e rn  C a l i f o r n i a  Gas Company an d P a c i f i c  
Gas an d E l e c t r i c  Company a r e  s u b s t a n t i a l ,  b o th  ha ve a c c e s s  
to  o t h e r  so u rc e s  o f  su p p ly  a s  w e ll  as t h e i r  own s to r a g e  
f a c i l i t i e s .  More d e t a i l e d  in fo rm a t io n  in v o lv in g  a c t u a l  
c u s to m e r sh utd ow ns i s  sk e tc h y  an d can n o t be  p r e d ic te d ;  
h o w ev er,  no  s p e c i f i c  a d v e rs e  im p ac ts  a r e  p r o j e c te d .

L aw re nceb urg  Gas T ra n s m is s io n  C o rp o ra ti o n  ( L aw re nceb urg ) 
r e c e iv e s  i t s  e n t i r e  su p p ly  o f  n a tu r a l  g as from  Tex as  Gas  
T ra n s m is s io n  C o rp o ra ti o n  (T ex as  G as) . A l l  o f  i t s  w in te r  
c u r ta i lm e n t  w i l l  be  o f f s e t  by  a l t e r n a t e  f u e ls  an d o th e r  
o p t io n s  e x c e p t f o r  a  t o t a l  o f  2 7 ,0 0 0  Mcf r e q u ir e d  by th r e e
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i n d u s t r i a l  c u s to m e rs  la c k in g  an  a l t e r n a t e  f u e l  c a p a b i l i t y .  
C o n s id e r in g  th e  sm a ll  am ou nt  o f  a d d i t i o n a l  su p p ly  r e q u ir e d  
an d Tex as  G as'  p a s t  c o o p e r a t io n  w i th  i t s  c u s to m e rs , i t  i s  
r e a s o n a b le  t o  as su m e t h a t  s e r io u s  p ro b le m s may be  av o id e d  
on  L aw re n c eb u rg 's  sy s te m .

L o u is ia n a -N e v a d a  T r a n s i t  Company  ( L o u is ia n a  Nev ad a)  
doe s n o t e x p e c t  to  c u r t a i l  an y o f  i t s  d i r e c t  r e s i d e n t i a l ,  
co m m erc ia l,  o r  p u b l ic  a u th o r i t y  c u s to m e rs  s e rv e d  th ro u g h  
i t s  own d i s t r i b u t i o n  f a c i l i t i e s  n o r  i t s  o n ly  s a l e  f o r  
r e s a l e  c u s to m e r , th e  C it y  o f  De Qu een,  A rk a n sa s . Two f ir m  
i n d u s t r i a l  c u s to m e rs  t o  be  c u r t a i l e d  have b een  c u r t a i l e d  
in  th e  p a s t  an d a n t i c i p a t e  no  p ro b le m s.

M id -L o u is ia n a  Gas Company (M id -L o u is ia n a )  e x p e c ts  
to  c u r t a i l  o n ly  t h r e e  i n d u s t r i a l  c u s to m e rs  a l l  o f  w hic h  h ave  
s u f f i c i e n t  a l t e r n a t e  f u e l  c a p a b i l i t y  to  o f f s e t  th e  lo s s  o f  
n a tu r a l  g a s .

N o rt h w est P ip e l i n e  C o rp o ra ti o n  (N o rth w e s t)  p r o j e c t s  
no  c u r ta i lm e n t  o f  P r i o r i t i e s  1 and  2 , e x c e p t on  an  e x tr e m e ly  
c o ld  d ay . In  su ch  an  e v e n t ,  d i s t r i b u t o r  p e a k in g  s e r v i c e  
an d N o r th w e s t 's  LNG s e r v i c e  sh o u ld  be  a b le  t o  c o v e r  th e  
P r i o r i t y  1 an d 2 d e f i c i e n c i e s .  Some P r i o r i t y  3 c u s to m e rs  
may be  r e q u ir e d  to  sh utd ow n b e c a u se  o f  a la c k  o f  a l t e r n a t e  
f u e l  c a p a b i l i . y .

P an h an d le  E a s t e n  P ip e  L in e  Company (P a n h a n d le )  
p r o j e c t s  a d e c re a s e  in  c u r ta i lm e n t  o f  1 0 0 ,0 00  Mc f p e r  da y 
from  t h a t  r e p o r t e d  in  i t s  A p r i l ,  1976, Form 16 w hic h  r e s u l t s  
in  a p r o j e c te d  c u r ta i lm e n t  ra n g in g  fr om  32 to  45  p e r c e n t  o f  
P r i o r i t y  2 . A lt h o u g h  som e c u s to m e rs  i n d i c a t e  p o t e n t i a l  
p ro b le m s, v a r io u s  p ro c e d u re s  su ch  a s  a id  fr om  s t a t e  o r  l o c a l  
a u t h o r i t i e s ,  u n i l a t e r a l  r e l i e f  from  th e  p i p e l i n e ,  46 7- C 
r e l i e f ,  su p p le m e n ta l volu m es  p u r s u a n t  to  O rd e r No. 533 
p ro c e d u re s  an d S e c t io n  2 .6 8  em er gen cy  s u p p l i e s  a r e  a l l  
a v a i l a b l e  to  a l l e v i a t e  an y p ro b le m s.

T en n e ssee  N a tu ra l  Gas L in e s , I n c . (G as  L in e s )  i s  
su p p l ie d  s o l e ly  by  T en n essee  Gas P ip e l i n e  Comp any . Gas 
L in es s t a t e s  t h a t  i t  does n o t f o r e s e e  an y p l a n t  c lo s in g s  
by  an y o f  i t s  c u s to m e rs  a s  a r e s u l t  o f  n a t u r a l  gas 
c u r t a i l m e n t s .
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Tex as  E a s te rn  T ra n s m is s io n  C o rp o ra ti o n  (T ex as E a s te rn )  
i n d i c a t e s  t h a t  c u r ta i lm e n t  may e x te n d  in to  P r i o r i t y  1 d u rin g  
th e  m on th s o f  De cember th ro u g h  F e b ru a ry . In  a d d i t i o n ,
P r i o r i t y  2 i s  e x p e c te d  to  be c u r t a i l e d  9 2 .1 1  p e r c e n t  in  
No vember an d 71 .0 2  p e r c e n t  in  M ar ch . Mos t o f  th e  l a r g e  
d i s t r i b u t o r s  r e p o r t  t h a t  th e y  w i l l  s e rv e  a l l  f ir m  r e q u i r e ­
m en ts  du e to  th e  d ev e lo p m en t o f  s e l f - h e l p  m ea su re s . Ho wev er , 
47  i n d u s t r i a l  f ir m s  s e rv e d  by  d i s t r i b u t o r s  i n d ic a te  co m p le te  
o r  p a r t i a l  sh utd ow ns du e t o  a la c k  o f  a l t e r n a t e  f u e l  c a p ­
a b i l i t i e s  o r  s u p p l i e s .  Some o f  th e  s m a ll e r  d i s t r i b u t o r s  
i n d i c a t e  P r i o r i t y  1 o r  2 c u r ta i l m e n t ,  how ever , Tex as  E a s te r n 's  
t a r i f f  c o n ta in s  a p r o v i s io n  w her eb y i t  can  u n i l a t e r a l l y  
p ro v id e  d e l i v e r i e s  to  m ee t em er ge nc y c o n d i t i o n s .

Tex as  Gas T ra n s m is s io n  C o rp o ra ti o n  (T ex as  Gas ) r e p o r t s  
a 51 p e rc e n t  c u r ta i lm e n t  o f  P r i o r i t y  2 re q u ir e m e n ts  f o r  
th e  co min g w in te r .  A lt h o u g h  a nu mber o f  d i s t r i b u t o r  
c u s to m e rs  r e p o r t  a la c k  o f  a l t e r n a t e  f u e l  c a p a b i l i t i e s  o r  
s u p p ly , Tex as  Gas has in  th e  p a s t  c o o p e ra te d  in  o b ta in in g  
su p p le m e n ta l d e l i v e r i e s  th ro u g h  an  a rr a n g e m e n t be tw een  
c u s to m e rs , em er gen cy  a rra n g e m e n ts  p u rs u a n t to  S e c ti o n  2 .6 8  
and  O rd er No. 533. In  a d d i t i o n ,  i t s  s to r a g e  i s  e x p e c te d  
to  be f i l l e d  by  Novemb er 1 , 1976, an d in  th e  e v e n t o f  a 
c o ld e r  th a n  norm al  w in te r  even  c u sh io n  g as w i l l  be  com m it te d  
to  p r o t e c t i o n  o f  P r i o r i t y  1 s e r v i c e ,  i f  n e c e s s a r y .

T r a n s c o n t in e n ta l  Gas P ip e  L in e  C o r p o r a t io n 's  ( T ra n s co ) 
p r o j e c te d  gas su p p ly  d e f ic ie n c y  i n d ic a te s  a t h e o r e t i c a l l y  
co m pute d c u r ta i lm e n t  o f  P r i o r i t y  1 . How ev er , th e  d a ta  doe s 
n o t  r e f l e c t  s i g n i f i c a n t  ch an g es su ch  a s th e  nu mbe r an d ty p e  
o f  c u s to m e rs  b e h in d  each  d i s t r i b u t o r ,  e f f e c t s  o f  c o n s e rv a t io n ,  
a d d i t i o n s  o f  su p p le m e n ta l s u p p l i e s  by d i s t r i b u t o r  cu s to m e rs  
an d ch an g es in  s u p p l i e s  o f  p a r t i a l  r e q u ir e m e n ts  c u s to m e rs . 
F u r th e rm o re , im pact in fo rm a t io n  p ro v id e d  by consu m er s t h a t  
may be  fo rc e d  to  s h u t  down i s  a l s o  l im i te d .  For th e s e  
r e a s o n s  s t a f f  in te n d s  to  m o n it o r  T ra n s c o 's  s i t u a t i o n  an d 
to  s e e k  re o p e n in g  o f  th e  p r o c e e d in g s , i f  n e c e s s a r y .

T ra n sw e s te rn  P ip e l in e  Company (T ra n sw e s te rn )  i n d ic a te s  
t h a t  a p p ro x im a te ly  38 p e r c e n t  o f  i t s  f ir m  re q u ir e m e n ts  w i l l  
be  c u r t a i l e d ;  how ever , no  a d v e r s e  im p ac ts  su ch  a s  p l a n t  
sh u td ow ns o r  un em pl oy m en t a r e  a n t i c i p a t e d .



T ru n k li n e  Gas  Com pany ( T ru n k li n e )  i n d i c a t e s  an  im pro ve­
m en t in  gas su p p ly  w h ic h  w i l l  re d u c e  i t s  p r e v io u s ly  p r e d ic te d  
c u r ta i lm e n t  by  2 0 0 ,0 0 0  Mc f p e r  d a y . In  v ie w  o f  t h i s  im pro ve­
m en t in  s u p p ly , no  a d v e r s e  im p ac t i s  e x p e c te d .

U n it e d  Gas P ip e  L in e  Company  (U n it e d )  show s a 7 p e r c e n t  
c u r ta i lm e n t  o f  d i r e c t  i n d u s t r i a l  c u s to m e rs  in  P r i o r i t y  2 
an d 7 p e r c e n t  c u r ta i l m e n t  o f  i t s  p i p e l i n e  c u s to m e rs  in  
P r i o r i t y  1 . None o f  th e  d i r e c t  i n d u s t r i a l s  a r e  e x p e c te d  
to  be  t o t a l l y  c u r t a i l e d  and  U n it e d  i s  ta k in g  a l l  e f f o r t s  
t o  a s s i s t  c u s to m e rs  w i th  p o t e n t i a l  p ro b le m s th ro u g h  em er gen cy  
p u rc h a s e s , O rd e r No. 53 3 t r a n s p o r t a t i o n  a r ra n g e m e n ts , 
l o c a t in g  a l t e r n a t e  f u e l  s u p p l i e r s  an d em erg en cy a rra n g e m e n ts  
w i th  p ro d u c e rs  and  o t h e r  i n t e r s t a t e  p i p e l i n e s .

The s t a t e s  s e r v e d  by  e ac h  o f  th e s e  n in e t e e n  p i p e l i n e  
com panie s can  be fo u n d  on th e  a t t a c h e d  A ppendix  A.
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APPENDIX A

S ta te s  S e rv ed  by  P ip e l in e  Com pa ni es
In v o lv ed  in  Doc ke t No.  R P7 6- 11 6, e t  a l .

Company
S ta te

A la bam a-T enness ee  N a tu r a l  Gas  Company 
Alab am a 
M is s i s s ip p i  
T en n ess ee

A rk a n s a s -L o u is ia n a  Gas  Company 
A rk ansa s 
Kan sa s 
L o u is ia n a  
Ok lah om a 
Tex as

C i t i e s  S e rv ic e  Gas Company 
Kan sa s 
M is s o u r i 
N ebra sk a 
Ok lah om a 
Tex as

Col um bi a Gas T ra n s m is s io n  C o rp o ra ti o n
D i s t r i c t  o f  Col um bi a Oh io
K en tu ck y P e n n sy lv a n ia
M ary la nd V ir g in ia
New J e r s e y  We st V i r g in ia
New Yo rk

E a s t T en n ess ee  N a tu ra l Gas  Company 
T en n ess ee  
V i r g in ia

E a s te rn  Shore  N a tu ra l  Gas Company 
D el aw ar e 
M ar yla nd

E l Pas o N a tu ra l Gas  Company 
A riz o n a  
C a l i f o r n i a  
C o lo ra d o  
Nev ada

New M ex ico 
Okl aho ma 
Tex as  
U ta h

*
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- 2

L aw re nceburg  Gas T ra n s m is s io n  C o rp o ra ti o n  
In d ia n a  
Ohio

L o u is ia n a -N e v a d a  T r a n s i t  Com pany  
A rk an sas  
L o u is  i a n a

M id -L o u is ia n a  Ga s Company 
L o u is ia n a  
M i s s i s s i p p i

N o rt h w est  P i p e l i n e  C o rp o ra ti o n  
C o lo ra d o  
Id aho
New M ex ic o 
O re go n

U ta h
W as hin g to n
Wyoming

P an h an d le  E a s te r n  P ip e  L in e  Com pany
I l l i n o i s  M is s o u r i
In d ia n a  Ohio
K an sa s Ok lah om a
M ic h ig an  Tex as

T en n essee  N a tu r a l  Gas  L in e s , I n c . 
T en n e ssee

Tex as E a s te r n  T ra n s m is s io n  C o rp o ra ti o n
Ala ba m a M is s o u r i
A rk an sas  New J e r s e y
I l l i n o i s  New York
In d ia n a  Oh io
K en tu ck y P e n n sy lv a n ia
L o u is ia n a  T en n essee
M i s s i s s i p p i

Tex as  Gas  T ra n s m is s io n  C o rp o ra ti o n
A rk an sas  L o u is ia n a
I l l i n o i s  M is s i s s i p p i
In d ia n a  Oh io
K en tu ck y T en n essee
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T r a n s c o n t in e n ta l  Ga s P ip e  L in e 
Al ab am a 
D ela w ar e 
G e o rg ia  
M ar yla nd 
New J e r s e y

C o rp o ra ti o n  
New Yo rk 
N o rt h  C a ro li n a  
P e n n sy lv a n ia  
South  C a ro li n a  
V i r g in ia

T ra n s w e s te rn  P ip e l i n e  Company 
A ri z o n a  
C a l i f o r n i a  
New M ex ico 
Ok lah om a 
Tex as

T ru n k li n e  Gas Company 
I l l i n o i s  
In d ia n a  
M ic h ig an  
T en n ess ee

U n it ed  Gas  P ip e  L in e  Company 
Al ab am a 
F lo r id a  
L o u is ia n a  
M i s s i s s i p p i  
Tex as
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FEDERAL POWER CO MM ISS ION
N E W S R E L E A S E W A S H IN G T O N , D.C . 2 0 4 2 6

IM M E D IA T E  R E L E A S E
D E C E M B E R  9,  1976  N o.  22765

F P C  R E L E A S E S  S T A F F  SU M M A R Y  ON  IM P A C T  O F
W IN T E R  GA S C U R T A IL M E N T S

T h e  F e d e r a l  P o w e r  C o m m is s io n  to d a y  r e l e a s e d  a  s ta f f  
s u m m a r y  o f th e  in fo r m a ti o n  f il e d  by  19 m a jo r  n a tu r a l  g a s  
p ip e l in e s  on  th e  im p a c t o f th i s  w i n t e r 's  n a tu r a l  g a s  
c u r t a i lm e n t s  on  t h e i r  w h o le s a le  a n d  d i r e c t  i n d u s t r i a l  
c u s t o m e r s .

T h e  p ro c e e d in g s  in  w h ic h  th e  in fo r m a t io n  w a s  f il e d  
w e r e  in i t ia te d  l a s t  J u ly  20 , a n d  h e a r in g s  h a v e  b e e n  
c o m p le te d .  T h e  s u m m a r y  o f th e  d a ta  f il e d  by  th e  c o m p a n ie s  
in d ic a te s  th a t  u n d e r  n o r m a l  w e a th e r  c o n d it io n s , m a r k e t s  
s e r v e d  by  18 of th e  p ip e l in e s  w il l e x p e r ie n c e  r e l a t i v e ly  
m in o r  d i f f i c u l t i e s  in  a b s o r b in g  p r o je c te d  c u r t a i lm e n t s  w it h  
m in im a l  a d v e r s e  e f f e c ts  s u c h  a s  p ro d u c ti o n  l o s s e s  o r  u n ­
e m p lo y m e n t.  T h e  im p a c t on  th e  19 th  c o m p a n y  s y s te m ,  
T r a n s c o n t in e n ta l  G as  P ip e  L in e  C o r p . ,  w a s  in c o n c lu s iv e .

E s t im a te s  o f n a tu r a l  g a s  s u p p l ie s  a v a i la b le  to  a l l  19 
c o m p a n ie s  w e re  fo und  to  be  r e a s o n a b ly  c o n s i s te n t  w it h  
th o s e  r e p o r te d  in  th e  A p r i l  1976  p ip e li n e  c o m p a n y  p r o je c t io n s  
of c u r t a i lm e n t s  (F o r m  16). A lt h o u g h  th e  g e n e r a l  t r e n d  
in d ic a te d  s l ig h t ly  d e c r e a s in g  d e l i v e r a b i l i t y  f r o m  c o n n e c te d  
s u p p l ie s  t h i s  w in te r  th e  r e p o r t  in d ic a te s  e s t i m a te s  o f m o s t  
p ip e l in e s  a r e  n o t e x p e c te d  to  v a r y  g r e a t l y  d u r in g  th e  
w i n t e r .

A lt h o u g h  c a l c u la te d  c u r t a i lm e n t  on  a lm o s t  e v e r y  p ip e ­
li n e  s y s t e m  s tu d ie d  is  p r o je c te d  a t th e  w h o le s a le  l e v e l  to  
e x te n d  in to  p r i o r i t y  2 , w h ic h  in c lu d e s  l a r g e  c o m m e r c i a l ,  
s m a l l  in d u s t r i a l ,  p r o c e s s  a n d  p la n t p r o te c t io n  n e e d s .
M o s t p ip e li n e  c u s to m e r s  a t  th e  e n d - u s e r  le v e l a r e  c o n c e rn e d  
m a in ly  a b o u t a d e q u a te  a l t e r n a t e  fu e l s u p p l ie s .  T h e  
F e d e r a l  E n e r g y  A d m in is t r a t io n  h a s  s u b m it te d  a  r e p o r t  
s h o w in g  th a t a d e q u a te  a l t e r n a t e  fu e l s u p p li e s  w il l be  

(o v e r)
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N o . 2276 5

a v a i la b le  on  a  n a ti o n w id e  b a s i s  f o r  th is  w in te r  s e a s o n ,  th e  
F P C  s u m m a r y  s a id .

T h e  p ip e l in e s  d id  n o t s u b m it  in fo r m a ti o n  on  th e  im p a c t 
o f a c o ld e r - t h a n - n o r m a l  w in t e r .  H o w e v e r , th e  r e p o r t  sa id , 
a  w id e s p r e a d  e x t r e m e ly  c o ld  w in te r  w ou ld  f o r c e  d e e p e r  
c u r t a i lm e n t s ,  r e d u c e  th e  e f f e c t  o f a v a i la b le  a l t e r n a t i v e s ,  
a n d  p ro b a b ly  r e s u l t  in  g r e a t e r  e x p o s u r e  to  i n d u s t r i a l  p la n t 
sh u td o w n . N o c u r t a i lm e n t  o f r e s id e n t i a l  o r  s m a l l  c o m m e r c ia l  
c u s to m e r s  is  a n t ic ip a t e d  e v e n  in  c o ld e r -  t h a n - n o r m a l  w e a th e r ,  
h o w e v e r , th e  r e p o r t  c o n c lu d e d . T h e  F P C  s ta f f  in d ic a te d  
in  th e  r e p o r t ,  th a t  it  w il l c o n ti n u e  to  m o n i to r  th e  s i tu a t io n  
r e g a r d in g  c o ld e  r - t h a n - n o r m a l  w e a th e r .

T h e  a tt a c h e d  r e p o r t  s u m m a r i z e s  th e  s i tu a t io n  fo r  th e  
c o m in g  w in te r  f o r  e a c h  o f th e  19 p ip e li n e  c o m p a n ie s  and  
l i s t s  th e  s t a t e s  s e r v e d  by  e a c h .  T h e  e n t i r e  r e p o r t  a c c o m ­
p a n ie s  th is  n e w s  r e l e a s e .  F o r  a d d it io n a l in fo r m a t io n  r e f e r  
to  F P C  s ta f f  r e p o r t s  f il e d  in  e a c h  of th e  c a s e s  in  D o c k e t 
N o s . R P 76-1 16 , e t  a l .

- F P C -

F o r  f u r t h e r  in fo r m a t io n
c a l l  2 7 5 -4 0 0 6  (A re a  C ode  202) D C -E
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Mr. D ingell. Tha nk  you. C omm issioner.
Mr.  H olloman. Mr. Ch air man , I would be pleased to answer any  

questions which you or  the mem bers  of  the subcomm ittee  m ay have.
Mr. D ingell. Th e com mit tee than ks  you fo r a very he lpfu l stat e­

ment .
As you recall, las t ye ar  a nd  the year  previous to th at  we went into 

these mat ters  in some has te,  conscious of the  fee ling of  g rea t na tio na l 
concern  and trouble. As I ga ther  from  your sta tem ents tod ay, we can 
an tic ipate severa l circum stance s wi th reg ard to  gas supp ly du rin g the  
fo rth co ming yea r. Pe rh ap s I might  try to enu merate  them in ra th er  
br ief su mm ary  form.

F ir st  th ere will  be som eth ing  o f a n increase in ter ms  o f short age or, 
ra th er , somethin g o f an  in crease in te rms of cu rta ilm ents.

Am  I  co rrect ?
Mr.  H olloman. Yes, s ir.
Mr . D ingell. I t is fa ir  to say  the re is a diffe rence between cu rtai l­

ment an d shortage?
Com mission er, I know  you know this. I guess  you be tte r sa y “ yes’’ o r 

“no ,” because i f you don’t it  does  not show up on the record .
Mr. H olloman. Yes, sir .
Mr. D ingell. I t is fa ir  to  say it is diff icult to define the prec ise level 

of cu rta ilm en t or the  prec ise im pact of th at  on eit he r res ide nti al,  in ­
du st rial , or  commercial  consumers. Am I  co rrect  ?

Mr. H oli .oman. That  is corre ct.
Mr.  D ingell. It  is y our gene ral appre cia tio n th at  t he levels  of al te r­

na tiv e fu els , as I  ga ther  from  yo ur  sta tem ent , are good. Is  th at  co rrect?
Mr. H olloman. That  is corre ct.
Mr . D ingell. A nd  I would ga th er  in view of the  supp ly ava ilable  

from the pro duction , from sto rag e and  from  al ternat ive  sources, th at  
we could  an tic ipa te  th at  we would p rob ably ge t th roug h the  year,  given 
recent  we ath er con ditions , wi tho ut gre at economic dis locatio n, am I 
corre ct ?

Mr. H olloman. Th at  is correc t.
Mr. D ingell. I  th ink we o ught to address ourselves to  the question 

of cur ta ilm en t now. C ur ta ilm en ts m ean t ha t the re will  not be del iveries  
acc ord ing  to  co ntr ac t t erm s, as o pposed to a shortage  in terms  o f need 
or use, is t hat  cor rec t ?

Mr. H olloman. Yes, sir .
Mr. D inge ll. Could you give the  com mittee any  further  comment  on  

th is which  migh t be of help to us in ap prec iat ing  what th is  mean s in 
ter ms  of the  dif fer ent kin ds of  user s, res ide nti al,  commercia l, and 
indu st ria l ?

Mr.  H olloman. I  th in k the  su mm ary  we will  pr ep are and submit  t o 
the subcom mit tee  in very sho rt orde r will do th at , Mr. Ch airma n. I 
th in k wh at we a re tryi ng  t o do here, and what we h ave  t ried  t o do in 
the  pro cee din gs to which I re ferre d,  is to assess the ac tua l impac t of 
the  na tu ra l gas curt ailme nts .

As you  know, in the  past, dir e predic tions of economic dis locatio n 
have no t pr oven tr ue  to th e extent th at  some people ha d pre dic ted . One 
of  th e reasons tha t has been tru e is tha t the  FPC  and FEA , as well as 
oth ers  i nvo lved with the pro blem have no t assessed accurat ely  the  ac­
tu al  im pact of these c ur tai lm en ts on end  use customers. I th in k wh at we 
are  d oin g h ere  is of grea t sign ifica nce and of gr ea t importa nce insofar  
as th e pub lic  is concerned.
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In past years, a number of Federa l agencies have been justly  cri t­
icized for making predictions tha t did not come true. And I think it 
has caused a certain amount of skepticism and has created a credibil­
ity problem with  the public. It is not that any misrepresentations were 
made by these agencies; it is simply, 1 think , due to the very fact we 
have had so little  experience in dealing with curtailments,  unt il recent 
years, an accurate assessment of the impact was not made. Tha t is what 
we are tryin g to do now, to assess not only the level of curtailments, but 
the actual impact it might have on thei r businesses and their lives.

# Mr. Dingell. Commissioner, 1 think at this point it is quite a ppro­
priate th at I should commend you personally, also the  Federal  Power 
Commission, for the strikingly  better presentation and apprecia tion 
and preparation tha t you have engaged in. I mean that as a sincere

.  compliment, as opposed to a backhanded compliment, or criticism. I
want you to understand  tha t is given as a compliment because i t has 
been the  u nfor tunate experience, at least of one pa rticu lar member of 
the committee who now sits in the  Chair here, we have too often seen 
ourselves dissolve in to shrill, table-thum ping discussions of shortages 
of na tura l gas and curtailments in a climate of panic and outrage, as 
opposed to s ittin g down calmly to discuss what the situation might  be 
and what should be the remedies.

So I think what we are discussing here is most helpful.
I think , quite frank ly, the comments you have made this morning 

have given us a great deal of assistance in terms of apprising  what 
your national situat ion might be durin g the fall and winter months 
in ligh t of circumstances which surround us. I want to than k you 
and to commend you.

The Chair will recognize my colleagues for questions. The Chair 
recognizes first the gentleman from Texas, Mr. Eckhard t, for 5 
minutes.

Mr. Eckhardt. Do I understand correctly, Commissioner, tha t at 
least two of your salient points are, No. 1, tha t there is not an imme­
diate emergency with respect to residential  availability ?

Mr. Holloman. That  is correct, assuming tha t the under lying  as­
sumptions of this study are correct.

Mr. E ckhardt. But the second thin g is, in the long te rm you indi-
• cate a  very alarm ing situation with respect to a grea ter quantity of 

gas going into the intra state  market.
Mr. Holloman. That is true.
Mr. Eckhardt. And of course if tha t continues we may not be

* complacent in future years with respect to the availab ility of even 
residential gas.

Mr. Holloman. Tha t is correct. Of course you point out here that  
the Commission is not authorized to deal with the question of rates 
for in tras tate  gas.

Mr. Eckhardt. I  note tha t you do s tate on page 15 th at a legislative 
response by the Congress would be in order. Of course, I  understand 
you are  dealing here with a number of  more or less specific au thority 
responses th at might aid you in carrying  out an immediate program, 
I assume similar  to those we embodied in the first bill that  came out 
of this subcommittee last year. Would tha t be correct ?

Mr. Holloman. That is correct.



56

Mr. Eckhardt. But I would assume tha t you also may infer  by 
that  statement  tha t something ought to be done legislatively tha t 
would change this long term trend tha t you re fer to on the previous 
page.

Mr. H olloman. If  I may speak for myself, Congressman, and I 
make no pretense to speak for the Commission as a body, I  have al­
ways felt  that in the long term, and I have so stated on many occasions, 
that  natu ral gas deregulation or regulation of the intrastate  market 
is inevitable.

Mr. E ckhardt. I f that is not done, there is no reason to believe th at 
the premium on intrastate  gas will not continue to skew production 
in the direction of the intrastate  market. Is t hat  not correct?

Mr. Holloman. Tha t is the way I see it.
Mr. Eckhardt. That  is the way I see it, too. It  would seem to me 

there are two possibilities that  seem to me to be within reason. No. 
1, to remove from control a very narrowly and strict ly defined cate­
gory of new natural gas. I  am not talking about the gas coming out 
from under contracts. I am not talking about gas produced from 
wells on the margins of existing fields. I am not talk ing about new 
wells in existing producing terri tory . But it would seem to me that  
would be one way to face the question.

I do not mean to argue for it or against it. Perhaps you don’t, 
either. Would you agree on that  proposition ?

Mr. Holloman. Yes, sir.
Mr. E ckhardt. Or, on the other hand, we could do what we did in 

the Smith amendment last  time. Afte r all, as you recall, this commit­
tee came out with its recommendation for a bill takin g care of tha t 
winter’s situation,  but the Rules Committee in its wisdom—incidently, 
I have always felt to be in the Rules Committee is like being inside 
the Delphic Oracle gone mad—but at least in what we call its wisdom 
it decided we would deal with the whole problem at tha t time, and 
those of us in the majori ty on this committee first opposed the rule 
because we thought we ought to deal with the immediate problem and 
we were not likely to deal with the whole problem tha t term, but 
when that was unsuccessful, Air. Dingell and I and other members of 
this committee tried to do the best we could along the lines I am 
here discussing concerning control.

Mr. Niel Smith offered on the floor with our support an amend­
ment which roughly provided that  intras tate gas procluced by a large 
producer, approximately two-thirds of the whole, be controlled and 
that the other thir d produced by independents, as they were defined 
in the act amendment, would not be controlled. That  might not have 
been the righ t thing,  but we had between the House provisions and 
the Senate provisions room for dealing with the question.

It would seem to me the real reason that  was not dealt with last time 
is because the oil and gas industry  simply wanted to wait for the solu­
tion to be made this winter, and we never got the Senate to appoint 
conferees. Now it would seem to me we are in the s ituation  this winter 
of again being under the pressure of perhaps a colder winter, and 
being called upon to take action.

However, I would gather  from your testimony tha t you do not think 
we really are under such an emergency situation, though in the long 
term we should try to solve these questions.
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Now, that  is a kind of long and rambling discussion ra ther tha n a 
statement. I shall simply permit you to respond in any way you 
please.

Mr. Holloman. Your characte rization of our assessment of the 
situation is correct. We do not anticipate curtailm ents of p rior ity one 
residential users or small commercial establishments this winter. But I think  you are correct tha t all you have to do is look a t the trend  
lines to realize tha t in time this will come eventually unless some­
thing is done to alter  the situation.

* One issue that  I have brough t up before and have spoken to is a 
possible need for some very limited legislation to give the Federa l 
Power Commission the authority  to interconnect pipelines to the ex­
tent of protect ing residential usd's and small commercial establish-. ments in such a case.

Mr. E rkhardt. You see what our problem is from our past experi ­
ence : i f we get into any par t of th is subject, no matter how carefully 
we draw the bill, we still run the risk of being vaulted into the area 
of general control.

This is the  problem this committee has got. I would like to see us 
pass a bill quickly that  is relatively  noncontroversial in the direc­
tion you have indicated. But if we do that , we have no assurance 
whatsoever tha t we will not then be forced to go into the question of 
general control without sufficiently considering it before the com­mittee.

Mr. Chairman, I  think I have well exhausted all my time.
Mr. Dingell. The time of the gentleman has expired.
The Chair recognizes the gentleman from North Carolina , Mr. Broyhill.
Air. Broyhill. Thank you very much, Mr. Chairman.
I most respectfully disagree with the gentleman from Texas. I be­

lieve we do have a serious situation, particularly when you look at 
the trend tha t is developing, you can see we are going to be develop-’ 
ing serious shortage situations, if not this winter, at least in a winter or two down the pike.

In fact, I predic t there  will be serious situations developing around 
the country this heating season. North Carolina  has already predicted

* tha t thousands of jobs could be involved if this winter is colder than last year, if shortages develop in natural gas, and part icularly  where, 
if shortages develop in the access of other service fuels, alternative fuels, that is, if they are not available.

* Long-range solutions are not available, of course, fo r this heating 
season. You have already shown very clearly tha t consumers in 
North Carolina cannot compete for the 87 percent of the gas you 
say that is coming into the intra state market because of the law, be­
cause of the regulations that you are administering  under the law.

Legislation that permitted this has not been enacted. There is li ttle 
to believe, of course, tha t legislation  would be passed to help in this 
heating season. T personally believe we have gone into this, there  is 
no need for the committee to hold many more hearings on it. It  is time for us to act.

As soon as this next Congress reconvenes we should be tak ing some 
action for long-range solution. Tha t is not going to help for the present heating season.
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Let me ask you a question or two about some of the emergency 
procedures that are available. You do have an emergency 60-day p ur­
chase period in which high prior ity customers may purchase supplies.
It  is my understanding those supplies may be purchased for a 60-day 
period only. They cannot be delivered for a longer period than 60 days.

Mr. Holloman. Congressman, the 60-days stiles are made to the 
pipelines, but I think the emergency sales to which you refer are the 
order  533 sales where an individual customer, such as Dan River, 
can go into the in trastate market and buy gas and have it t ransported 
directly  to its place of business for high prior ity uses. Under  those 
circumstances, there is a 2-year limitation.

Mr. Broyiiill. The pipeline may purchase for only 60 days?
Mr. Holloman. Yes.
Mr. Broyhill. It  was my understanding tha t these 2-year emer­

gency purchases permission is permitted only to high prior ity cus­
tomers. How do you define those ?

Mr. Holloman. I believe the regulations provide for transp ortation 
priority 1 and priority  2 uses only.

Mr. Broyiiill. Who are those?
Mr. H olloman. That would be your residential and small commer­

cial. I t would be your process, feedstock and plant protection gas, and 
large commercial requirements.

Mr. Broyiiill. Smaller users?
Mr. Holloman. No, sir. Not necessarily. High priority  users.
Mr. Broyiiill. Those customers must apply to the FP C for approval 

to tran sport this gas, and the individual customer, of course, has to 
show they are antic ipating curtailment and the transporta tion com­
pany must be curta iling gas to them, and they must have unused ca­
pacity to tran sport the gas ?

Mr. Holloman. Tha t is correct.
Mr. Broyiiill. Once that is shown, my question is, what I am get ting 

to, why does it take  so long to get the FPC to approve these app lica­
tions? It  is my understanding you have several appl ications tha t have 
been pending down there for 60 days or longer.

Mr. Holloman. I  would like to refer that  question to  Mr. Solters, 
if I may, Congressman.

Mr. Solters. Congressman, first, the staff of the Federal Power *
Commission is try ing  to work out some of the delays that  have been 
inherent in tha t system and is tryin g to expedite these applications 
and get them to the Commission in less time than it has taken in the 
past. One area of significant consumption of time is to go back to the ♦
applicant and ask the applicant to  demonstrate that  the gas would not 
be sold to the interstate pipeline company under the opinion No. 770 
rates. That process of going back and determining that the gas would 
not be sold even under the higher prices permitted under that  opinion 
has taken a substantia l amount of time.

Mr. Broyiiill. Why should tha t take so much time, when all you 
need is an affidavit from the seller?

Mr. Solters. Our experience has l>een th at it has simply taken time 
to receive the material  back again and to process it back to the Com­
mission. As I indicated, there are some obvious improvements to be 
made in there, and the staff is trying to get these completed reports



to the  C omm ission on thes e ap pli ca tio ns  sooner th an  the y have in the 
pas t.

Mr.  Broyhill. Are  you requ iri ng  a he ar ing on each one of  these 
appli ca tio ns?

Mr. S olters. No he ar in g on a ny  of  them .
Mr. Broyhill. I  t hi nk  in  thi s period of an  em ergency, i f a c usto mer 

has fou nd some gas an d can very eas ily  show the y are  exp erienc ing  
a cu rta ilm en t and the pip eline  is op erat ing unde r cu rta ilm en t order, 
has  un used capacit y, I rea lly  t hi nk  the FPC  should  be going  an ex tra  
mile  to he lp these customers.  An d it is ju st  wrong fo r the  Fe de ral 
Power Com mission  th roug h th ei r pro ced ure s th at  the y have dow n 
there  to hav e these ap pli ca tio ns  si tt in g aro und fo r 60 days or  more.

I t  is my un de rs tand ing you have seve ral appli ca tio ns  th at  you ha d 
fo r 60 days r ig ht  now  and  over 60 days . It  w ould seem to me yo u w ould 
want to ge t down there and clean thes e t hing s up in a week or  so, par­
tic ular ly  when last  ni gh t an d yeste rday  we ha d the  coldes t da y on 
reco rd, o r th e second c olde st da y on record .

Mr. Solters. Y ou r po in t is well  tak en.  We  expect to  have the m be­
fore  the Com mission  very sh or tly  fo r th ei r approv al or disapp rova l, as the case m ay be.

Mr. Broyhill. I  w ould like  to  ha ve a repo rt on th at , Mr.  Ch air ma n. 
I th ink the com mit tee  ou gh t to foll ow the pro gre ss th at  the  Com mis ­
sion makes in ap pr ov in g these emergency purch ase  appli ca tio ns  fro m 
hig h pr io ri ty  cus tom ers  who hav e been able  to find gas , are  wi lling  
to pay the  in ters ta te , and hav e Ix'en able to make ar rang em en ts 
fo r t he  tran sp or ta tion  o f th at  gas.  It  seems to me wrong fo r the  F PC  
to be ho lding  up thes e appli ca tio ns . I  wou ld hope  the com mit tee staff 
would be m on ito rin g thi s.

Mr. D ingell. I f  th e gentl em an wou ld yie ld,  the  ch ai r ce rta in ly  is 
fu lly  p repa red to  coopera te wi th  th e g ent lem an.  I  will  see to  i t the s taf f 
does pu is ne th at  matt er . I am su re  th e Commiss ion,  p ar t icularl y Com ­
mis sion er H oll om an , will be he lpf ul  to us. I o bserved  the  Com mission er 
who is before  u s th is  m orning  is q ui te he lpfu l in coop era tin g wi th the committee.

Mr. Broyhill. What dangers , Mr . Com missioner, would the re be in 
ha ving  a se lf-certi fication  sys tem and then  hav e the Com mission  to 
mo nitor it af te r the  fact?  W ha t da ng ers w ould  the re lie in th at  ? W ould 
th at  not  rel ease  a lot  of  staff in t he  Com mission  th a t w ould  be av ailabl e for othe r t hing s?

Mr. H olloman. I am sure it  would. You  mu st ap prec iat e th is  is  an  
ex trao rd in ary device th at  th e Com mission  has dev ised  to  meet the  cu rre nt  emergency.

Mr.  Broyhill. I t looks  like  wha t you have  done  is devise a system 
th at  is very difficult to  use. I t  ma kes  it  ap pe ar  to th ose  wh o w an t to  use 
it th at  you  have sai d, her e is a system th a t can  be used , but  th en  you 
set up so many  road blo cks  it  is v ery  difficult t o use  them . Y ou have only  appro ved 30 ap pli ca tio ns .

Mr.  H olloman. I do no t th ink,  C ongre sman, you cou ld hav e a s elf-  
cer tificat ion  pro cedure on the se de liv erab ili ty arr an ge men ts wi thou t 
viola tin g the  Na tional Gas Act . I mu st empha size th a t the very a r­
ran geme nts  pro vid ed  fo r by 533 ha ng s by a ra th er  t enuous t hr ea d or  
sta nd s on very shaky legal grou nd  to beg in with. We  have to  be very  
ca ref ul  in  cons tru cti ng  a metho d to  allo w cus tom ers  to  go in to  the
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intr asta te market and pay intrasta te prices and tran spo rt that gas in 
an interstate  pipeline so th at  we do not exceed the bounds of the law.
And that is the  reason why we are very care ful with these and why 
very st ringent provisions are put on them. For one thing, they have to 
be noticed and notice has to be given to other customers that may want 
to oppose them. We have to show that, that gas would not otherwise go 
to the inte rstate market even if we did not grant one of these. We have 
to show tha t it is, in fact, a high  prir ity usage, and we have to show the 
other requirements. So the Commission is trying to expedite considera­
tion of  these 533 orders.

However, we are doing so carefully  and considering our obligations »
under  the National Gas Act.

Mr. D ingell. The time of the gentleman has expired. The Chair rec­
ognizes the gentleman from Connecticut, Mr. Moll'ett.

Mr. Moffett. Thank you, Mr. Chairman. *
I might  point out with’ regard to the comment by the gentleman 

from North Carolina, it is my understanding the gentleman from 
Texas did say the situation is serious, although perhaps not an emer­
gency. Is  th at not correct ?

Mr. E ckhardt. Tha t is correct.
Mr. Moffett. Commissioner, I have just, a few questions.
The States tha t are mentioned in your testimony, perhaps could you 

tell us, how they were selected to be on your list on page 7 ?
Commissioner Holloman. Congressman, those States were selected 

because of the pipeline serving them. The staff may wish to correct me 
on it. 1 assume tliose States were picked out as a result of our omnibus 
hearings on the  pipeline curtailment situation because those States are 
served by pipelines thought to  be in a very serious situat ion concerning 
the ir gas supply.

Mr. Moffett. Could you be a little more specific with regard to 
the methodology ?

Mr. Holloman. In  other words, North Carolina and other States 
on the eastern seaboard would obviously be on the list of States  
where you can expect trouble because they are served by Transco 
and the facts are very clear tha t Transco is in a very serious curtai l­
ment situation. My home State of Mississippi is on tha t list, and 
I am sure the reason is th at United Gas Pipeline supplies most of the 
gas in southern Mississippi and they are in a very serious si tuation. •

Mr. Moffett. A year ago, for example, would not New Jersey 
likely be on the list ?

Mr. Holloman. 1 would think so.
Mr. Moffett. Why is i t not on the list this year? Is the situation *

tha t much improved ?
Mr. Holloman. Let me ask Mr. Solters to respond to that , if I 

may.
Mr. Solters. Congressman Moffet, in addition  to the remarks of 

Commissioner Holloman, upon informal request by the Federal 
Power Commission staff for thei r general status in colder than nor­
mal weather these States indicated problems if weather was sub­
stant ially  colder than normal. That  is par t of the reason they were 
on there. New Jersey, for example, showed some improvement in its 
natura l gas deliveries for this  winter. The FPC staff and FEA have 
generated at the end-user level, data on deliveries of natural gas ra ther
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than on curtailments or requirements. You will see when you st rictly  
stick with deliveries themselves, that  most of the States in the Nation 
at the end-user level show more natu ral gas deliveries for the for th­
coming winter than they did in the past winter. If  you will refer to 
the report that has been provided behind FE A’s testimony, I am 
not sure which of the witnesses, you will see that  is true.

Mr. Moffett. Thank you. 1 think that  is sufficient.
Mr. Dingell. Would the gentleman yield for a brief request by 

the Chair?
Mr. Moffett. Yes.
Mr. D ingell. Commissioner, as a kindness to the committee, could 

you, at your convenience, give us a statement on the reasons why the 
States listed on page 7 of your statement are most susceptible to 
significant economic dislocat ion in the event of a susta ined abnormal 
cold weather ?

Mr. Holloman. We will be glad to, Mr. Chairman.
Mr. Dingell. Obviously I am not requesting you to do tha t this 

morning, but at your convenience. With out objection, it will be in­
serted in the record [see p. 66].

Mr. Moffett. Commissioner, in view of your action last Friday  
amending your previous decision on the rate case, I have three ques­
tions. One, what is the estimate by the Commission of the consumer 
impact of tha t rale decision? Two, what is your estimate of the 
additional supply ? And three, what is the likely effect of tha t deci­
sion on the curtai lment  situation  this winter and next winter?

It  seems to me, Commissioner, there are a lot of negatives asso­
ciated with such a decision. In other  words, we see the inflationary 
impact in a macroeconomic sense. We see the impact on individual  
residential consumers. We hear about dramatically  increased natural 
gas bills for residential consumers. But for any price increase, even 
assuming t ha t the majority of the Commission is correct and there 
will bo additional  supplies, there is a lag in producing tha t beneficial 
consumer supply response. So I wonder what kind of time frame we 
are talking  about here.

Mr. Holloman. I  think your first question was, what is the estimated 
impact of that decision now, and I believe the estimated impact 
would be from $111.5 billion to $111.8 billion, Congressman.

Mr. Moffett. Wha t does that indicate about the average  residential 
gas bill ?

Mr. Holloman. The average bill, I am informed, will go up $15 
to $19, but I should hasten to point that this  will not be uniform 
throughout the country.

Mr. Moffett. I understand.
Mr. Holloman. And one of the things we found out and continue 

to find out is that each pipeline is not only in a separate curtai lment  
situation, but each pipeline has a different price mix in its gas A pipe­
line that  has substantial quantities of old gas is going to experience a 
very small rate  increase. Other pipelines that have relied very heavily 
on new gas dedications within the last several years will experience 
greater  increases. So the rate increase will not be uniform even within 
the same States and areas.

What was the second question ?

83-8 37  0  -  77 - 5
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Mr. Moffett. The second question was: What  is your estimate of 
the impact of your decision on additional supply ?

Mr. H olloman. We have to lx? optimistic about that estimate. There 
may be, we hope there would be. some gas tha t has not been, dedicated 
to the interstate market that  would be dedicated under that  decision.

Mr. Moffett. Let me inter rupt you there, if I might. Are we then 
having the rathe r significant consumer price impact in exchange for 
hope ? I s that what you are saying ?

Mr. Holloman. That is one thing; yes. We have to hope th at as a 
result of this significant price increase, we are going to get additional 
dedications to the in terstate  market. That is correct.

Mr. Moffett. Are we basically, then, just hoping or do we have a 
little more assurance than  that  ?

Mr. H olloman. It  is based on cost-based rates, and our analysis, our 
best estimate of what we can expect from it. There will be a delay in 
some instances. There will be a delay in dril ling activities and a delay 
in some instances of producers responding to it. It is subject to appeal. 
It  may lx* subject to refund. I cannot give you an accurate estimate as 
to how the  producer community will respond to it.

Air. Moffett. We do know the consumer impact will be rather im­
mediate ; is th at correct ?

Mr. Holloman. Tha t is correct.
Mr. Moffett. The thir d question was: What is the likely effect of 

tha t decision on curtailments this winter and next winter?
Mr. Holloman. The only impact tha t I can see in the immediate 

future , Congressman, would be in those instances onshore where there 
exists gas supplies today that  have not been committed to the inte r­
state market for one reason or  the other. Hopefully, there is a certain  
amount of th at gas available and hopefully, in response to 770-A, some 
of tha t gas will now be committed to the inters tate market. For ex­
ample, some States do not have an extensive intras tate pipeline system. 
Some of the small-producing States do not. In some of those States, 
there have been fai rly substantial onshore gas supplies discovered, and 
in some instances, those producers have been waiting to see what 770 
said. We hope tha t they are try ing  to assess the cost of building a line 
to connect with an intras tate pipeline as compared to dedicating tha t 
gas to interstate commerce. Hopefully , some of that  gas will come on 
stream as a result of 770.

Mr. Moffett. The answer to my th ird question is apparen tly tha t 
your decision will not have a significant effect with regard  to cu rtai l­
ments this winter or next.

Mr. Holloman. In the immediate future, probably not.
Mr. Moffett. One more question, Commissioner. With regard to the 

60-day rule and order 533 as it relates to direct customers, what is your 
liest. estimate as to the intrasta te volume available and its price? 
Would you give us a picture of the general status of the intrastate  
market  as you see it and whether it can accommodate purchases under 
the 60-day rule and order 533 ?

Mr. H olloman. I will refe r tha t question to Mr. Soifers, bu t I t hink  
you could take public notice of the fact that  for the State  of Texas, 
for example, which has been a source of emergency purchases, of 533 
and 60-day sales, that  there are predictions, in the public domain, 
tha t the intrastate  market there may soon absorb more gas than is
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now excess to it. When that time comes, you are naturally  going to 
have to face the situation where there may not be any gas tha t is 
excess to the intrasta te market and available for 60-day or 533 sales. 
So I think the concern tha t you voice is a very real one and one many 
people tend to overlook. That  is, the intrasta te market, which has 
until now been a very healthy one as fa r as supplies are concerned, may 
very well become curtai led itself, as in the State of Texas, and they 
may very soon be curta iling  in the in tras tate  market in other States.

Mr. Moffett. I apprec iate t hat , but I would like to know what the  
situation is presently with regard  to the  intrastate market?

Mr. Holloman. I would like Mr. Sobers  to respond to that.
Mr. Solters. Congressman, I do not know of any source of data t ha t 

provides a hard analysis for the estimation of emergency purchases 
available this  winter. Our figures show approximately 115 billion 
cubic feet of emergency purchases tha t were made by pipelines directly 
and tha t were made by dist ribution companies from intras tate  pipeline 
companies other distribution companies under section 12.68 of the 
Commission’s regulations, a tota l of about 115 billion cubic feet for the  
period November through March last winter. There is some informa­
tion tha t came out of our 19 pipeline investigation  as to anticipated 
emergency purchases this winter. The pipelines did  not provide info r­
mation in the ir form 16 reports  as to the amount of their  intended 
emergency purchases. So in the proceedings, information became avail­
able tha t certain pipelines tha t had curtailments intended to buy sub­
stantial quantit ies of emergency gas. Fo r example, in the Transco pro­
ceeding, the record showed th at Transco intended to buy or arrange 
for purchase by its distribution customers approximately 30 to 40 
billion cubic feet for the forthcoming winter heating  season.

Mr. Moffett. Thank you. However, I am rather puzzled as to why 
there is no source of  data on the emergency gas si tuation.

Mr. Solters. It  is sort  of a catch-as-catch-can situation, if you can 
appreciate tha t. Information we received in these proceedings indi ­
cate that  there are some factors involving risk  on the p art  of the  pipe ­
line to arrange the purchase. Some of the partie s that are selling the 
gas are not absolutely secure in making the sale fo r many different rea­
sons, in part involving jurisdictiona l problems, part  refund contin­
gency problems. The general information gained by me through expe­
rience and these proceedings is that this gas would not be sold on what 
we consider a firm basis, th at th e gas would be available at times t ha t 
there would not be extremely cold weather conditions from some of the 
intras tate parties  tha t are marke ting this gas. A general description 
of this gas is th at it is under contract to the intrastate  market but is 
surplusage r ight  a t the moment. And part of the reason it is surplus is 
tha t it constitutes gas tha t would be subject to take  or pay provisions 
in the intr astate  market—where the intras tate  buyer would have to pay 
money for not taking the gas and may not be able to recover the gas 
later.

Mr. Moffett. Thank you.
Mr. Dingell. The time of the gentleman has been expired.
Mr. Eckhardt. May I have a few moments?
Mr. D ingell. The Chair will recognize the gentleman from Texas. 

The Chai r does observe we are behind time. The Ch air does have some 
questions.
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Mr. Eckiiardt. I shall bo very brief. There is one thing I cannot 
unders tand, Mr. Commissioner, and that is, this 60-day contract gas, GO-day emergency gas would not be subject to your price control regu­lation so it would sell at  the free market price, say, around $1.65 and 
up, would it not?

Mr. Holloman. That is correct.
Mr. Eckiiardt. You say there is even a shortage of tha t because of 

the demand of  the intrastate market ?
Mr. Holloman. Congressman, I said I think you can reasonably assume there may bo a shortage of intrastate gas in the future as the supply s ituation on the intrastate system deteriorates.
Mr. Eckiiardt. I f you could get just as much in the intrastate  market as you could under the contract, you might have a long-term customer in the intrastate  market, you would tend to prefer to continue your predis tribution system and your present lines of supply. But  if that  be true, then how can the 93 cents for gas wells coming in between in 1973 and 197+ entice any gas into the interstate  market if $1.65 and up will not entice gas into the intersta te market ? Why does tha t 93 cents adjustments help at all ?
Mr. Holloman. That 93 cents is based on costs plus the change in income taxes, Congressman.
Mr. E ckiiardt. I am not quarreling  with 93 cents. It  may be equita­ble, but it does not seem to me that it shifts much gas or has hardly  any potential of shifting gas from the intrastate to  the interstate  mar­

ket. Instead, I cannot see that would be true of the $1.42 gas a fter 1954 if you cannot get at $1.65. I cannot imagine how gas would be shifted at $1.42 and the  intrastate  market, I think, around $1.65, isn’t i t, or up for the present gas?
Mr. Holloman. The intras tate price, I believe, is around $1.59, $1.60. fo r the average weighted price of intras tate gas.
Mr. Eckiiardt. But that is considerably above $1.42. I  just do not see, how such prices would entice much gas from the intra state  to the interstate market. I can see how you could entice that  gas from the inters tate market if you put a lid on intras tate gas, which you could not do, at say, $1.50.
Mr. Holloman. I  think that is basically correct, Congressman, but the $1.59 intrastate  average price does not reflect the fact there are some areas where the price is selling at less than that. There are some areas where there is gas that does not have access to an intrasta te m ar­ket, at least would not have access to it without the building of expen­sive pipeline connections. We would hope to get that,  but all things being equal, we do not anticipate onshore tha t $1.42 is going to com­pete with $1.59. That is correct.
Mr. E ckiiardt. Thank you, sir.
Mr. D inoell. The chair recognizes Mr. Schroeder, of the subcom­mittee staff, for purposes of questioning.
Mr. Schroeder. Thank you, Mr. Chairman.
I am not sure you had  a chance to look at the chairman’s opening statement in which he makes reference to a preliminary projection by 

the National Oceanographic and Atmospheric Administration with regard to this  winter’s long-range weather forecast. They indicated 
that  the Southern Great Plains, the Ohio Valley and all o f the South, if the ir projections are true, will be colder than normal while the
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No rth ern Great  Pl ains , the  No rth we st,  and  th e Ca lif or nia co ast  w ould  
be mi lde r th an  the  remain de r of  the  c ou ntr y,  it being too close to call 
at th is point . I f  tha t pro jec tio n were to  hold  t rue,  do we s tand  t o hav e 
grea ter than  o r less th an  normal con sum ption of gas?  In  othe r words, 
are  the  are as th at  are proje cte d to be colder  those are as th at  ten d to 
use rel ative ly more na tu ra l gas  ? Is  it possible t o make a ny  kind  o f an 
estimate?

Mr. H olloman. We  wi ll pro vid e fo r th e record , i f you w ish, a b reak ­
down by are as  co nforming  to yo ur  we ath er for ecast  of what the si t­
ua tion sho uld  be or  is exp ecte d to  be on th e pip elines se rv ing those 
areas.

Mr. Schroeder. Yo ur  19-pipelin e survey  an d staff rep or t do in di ­
cate,  do the y not , a  subs tant ia l ris k wi th respec t to  the  M idw est  and the  
South ? Those two  are as,  as I recall , were  fa ir ly  con sis ten tly  flagged 
as po ten tia l tro ub le s po ts ; is t ha t righ t ?

Mr. H olloman. I am not  sure wi tho ut looking at  a St ate by St ate 
breakdown. I th in k the for ecast s were  ma de depend ing  on the par­
tic ular  p ipe lines serving an indiv idua l State . I do no t th in k the y were  
made on a regional bas is because of  any we ath er for eca st or  a ny th in g 
like  that .

Mr. Schroeder. I  d id  no t mean to su ggest  that .
Mr. H olloman. As you well know, ea ch pip eline  is in a d iffere nt cu r­

tai lm en t situa tio n. You  hav e some States  where you may have two 
com munities 10 mile s ap ar t where  one has  got ple nty  of gas and  one 
is suff ering  severe c ur ta ilm en t because  the y a re serve d by differe nt pipe ­
lines. I th in k the assum ptions th a t wen t in to  t hi s rep ort  were  sim ply  
based on the pa rt ic ul ar  supp ly sit ua tio n on an indiv idua l pip eline  
servin g a p ar ti cu la r S tat e.

Mr. Schroeder. I f  I un de rs tand  corre ctl y, yo ur  repor t, is more  or 
less ind ependent of  weath er assum ptions. It  ju st  looks at  co ntr ac t 
obl igation s.

Mr. H olloman. Based  on norm al we ath er assum ptions, it  basical ly 
will.

Mr. Schroeder. Hoes  we ath er en te r into it  at  all is th e questio n?
Mr. D ingell. W ith ou t obj ect ion , th e c ha ir will  insert  th e le tte r f rom  

NO AA  to the ch ai r in to  t he  record  at the ap pr op riate place. We will  
see to it,  Comm issio ner , that, a copy is del ive red  to  you. Obviously 
you may  wa nt to make in itial com men ts in light of  th at submission , 
which will  be made availabl e to you. Th e ch ai r observes the da te on 
the  le tte r is Novem ber  8, which ju st  go t here, so we a re not tr y in g t o 
blindside you with some thing  you d id  not  expect.

[L et te r re fe rre d to  fo llo ws:]
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UNIT ED ST AT ES  D EPARTM ENT OF COM M ERCE  
N ati ona l Oce an ic and A tm ospheric A dm in is tr a tion
Rockville. Md. 208 52

Nov ember 8 , 1976

H on ora ble  Jo hn  D. D in g e ll
Cha irm an , Su bc om mitt ee  on Ene rgy and Power 
Co mmittee  on  I n t e r s t a t e  and  F o re ig n  Commerce 
House  o f  R e p re s e n ta ti v e s
W as hin gto n,  D.C. 2051 5

De ar  Mr.  Cha irm an :

I  am w r i t in g  in  re sp o n se  to  your r e q u e s t fo r  in fo rm a ti o n  on  th e  
w ea th e r o f  t h i s  f a l l  and th e  p ro s p e c ts  fo r  th e  re m ai nder  o f  th e  
h e a t in g  se aso n .

The e a r ly  f a l l  has bee n co ld  f o r  mos t o f th e  co u n tr y  e a s t  o f th e  
R o c k ie s . By th e  end o f  O cto b er,  many c i t i e s '  h e a ti n g  d eg re e-d ay  
t o t a l s  were ru nn in g  50 o r 60 ah ea d o f both  th e  lo n g -t e rm  nor m al s 
an d l a s t  y ea r a t  th e  same d a te . (H ea ting d eg re e-d ays a re  a 
m ea su re  o f ac cu m ula te d  d e f i c i t  o f  d a i ly  aver ag e te m p era tu re s  
be lo w  a bas e o f 6 5 °F .)  A ltho ug h th e se  d e v ia ti o n s  r e p re s e n t  
la r g e  p e rc en ta g e  d e p a r tu re s  from  no rm al  now, th ey  a re  sm all  in  
co m par is on to  th e  accu m u la ti o n s norm al ly  re ac hed  a s w in te r  s e t s  
i n .

Our o u tl o o k  fo r  Novem ber , p u b li sh e d  10 da ys  ag o , c a l le d  fo r  a 
c o n t in u a t io n  o f  th e  g e n e ra l ly  co ld  w ea th er  and  r e ta in e d  m il d e r  
th a n  no rm al  c o n d it io n s  only  in  th e  P a c i f ic  N ort hw es t.  Such o u t­
lo o k s c a r ry  ab out a 60 p e rc e n t ch an ce  o f d is t in g u is h in g  c o r r e c t ly  
bet w ee n c o n d it io n s  c o ld e r  o r wa rm er th a n 'n o rm a l. The Nove mber 
o u tl o o k  i s  wor ki ng  o u t w e ll  so  f a r .

In  p re p a r in g  o u tl o o k s  fo r  th e  w in te r  se as on (December th ro ugh  
F e b ru a ry ) , we u s u a l ly  w a it  f o r  d a ta  to  be c o l le c te d  d e s c r ib in g  
th e  c o n d it io n s  o f th e  l a t t e r  h a l f  o f f a l l ,  be ca use  th e se  d a ta  
ca n p ro v id e  some of th e  b e s t  c lu e s  on  which  to  bas e a n e c e s s a r i ly  
v ery  r i s k y  ki nd  o f p r o je c t io n .  We w i l l  is s u e  a f i n a l  o u tl o o k  
f o r  th e  w in te r  on November  29 . To a s s i s t  th e  Subc om m it te e,  we 
hav e pu t to g e th e r  a p re li m in a ry  o u tl o o k , u si ng  d a ta  r e c e iv e d  
th ro ugh  l a s t  wee k.  I t  sh ou ld  be  g iv en  l e s s  th an  th e  u su a l 60 
p e rc e n t ch an ce  of  c o r r e c t ly  p r e d ic t in g  a co ld  o r  m il d  w in te r  a t  
s p e c i f ie d  lo c a t io n s  and  i t  may be re v is e d  on November 29 .

Bec au se  c e r t a in  ke y e le m en ts  o f  th i s  f a l l ' s  p a t t e r n  o f w in ds  
a l o f t  th a t  pr od uc ed  th e  co ld  w ea th er ha ve  e s ta b l is h e d  th em se lv es
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in  p la c e s  over th e  N ort h  P a c i f ic  an d N or th  Am erica  whe re  th ey  ha ve  
a s t a t i s t i c a l l y  f a i r l y  goo d ch an ce  o f re m ain in g  th ro ugh  th e  w in te r  
we ex p ec t th e  d i s t r i b u t i o n  o f p r e v a i l in g  warm an d co ld  w ea th er to  
re se m ble  r a th e r  c lo s e ly  t h a t  o f th e  f a l l .  We b e l ie v e  th e  w in te r  
w i l l  be  c o ld e r  th an  no rm al  a l l  a c ro s s  th e  Sou th  and th e  so u th e rn  
G re at P la in s ,  and in  th e  Ohio V a ll e y . I t  sh ou ld  be m il d e r  th an  
no rm al  in  th e  n o r th e rn  G re a t P la in s , th e  N ort hw es t an d al ong  th e  
C a li fo rn ia  c o a s t . Su ch  o th e r  a re a s  a s  th e  N o rth e a s t A t la n t ic  
C o ast , th e  upper  M id w es t,  an d th e  in te rm o u n ta in  b a s in s  o f th e  
West m us t be  c o n s id e re d  in d e te rm in a te  - -  e q u a ll y  l i k e  to  go 
e i t h e r  wa y.

I f  th e  w in t e r 's  w ea th er do es  fo ll o w  th e  p a t t e r n  we ha ve  d e s c r ib e d , 
i t  w i l l  ha ve  bro ken  away  fro m th e  g e n e ra l ty pe th a t  has  o ccu rr ed  
fo r  th e  l a s t  5 y e a rs  - -  m il d  in  th e  E a st o r  th ro u g h o u t - -  and  
re tu rn e d  to  one common in  th e  1 9 6 0 's .

The h e a ti n g  se as on  c o n t in u e s , o f c o u rs e , th ro ugh  sp r in g  in  many 
a r e a s .  T em per at ure  p r o je c t io n s  t h a t  f a r  in  ad va nc e re m ai n beyond  
th e  s t a t e  o f th e  a r t .  P re p a ra ti o n  o f  our s p r in g  o u tl o o k  m ust , 
t h e r e f o r e ,  w a it  u n t i l  l a t e  F e b ru a ry .

S in c e r e ly ,

— •
Do na ld L. Gilm an , C h ie f
Long Range P re d ic t io n  Gro up , NMC
N ati o n a l W ea ther  S e rv ic e



Mr. Dingell. Mr. Commissioner, as best you might, trv  and equate 
the comments you are going to give with regard to the several Sta tes 
listed on page 7 of your testimony to the weather conditions. That may be beyond your capacity, or it may be beyond your capacity in light 
of the  amount of time you have available. I f so, would you just advise 
us, please.

Mr. Schroeder. Thank  you. I would like to try to clear up a con­
fusion I have, and perhaps others have, with respect to the dist inction 
between firm and inter ruptible contracts. Firs t of all, is tha t a mean­ingful distinction? Do we ta lk in terms of customers being either on 
firm or on interruptib le service from their suppliers?

Mr. Holloman. It is a legally identifiable distinct ion, yes, between 
firm and interruptib le contracts. As you know, the Commission's initial policy statement on curtailment, setting out the nine prior ity plan, 
makes a distinction between firm and interruptible  contracts. As the 
cases have actually evolved up to the Commission and through  the 
courts, there has been a very noted trend away from recognizing tha t distinction. I think  in the last several curtailment proceedings that 
have come before the Commission, the firm interruptible  distinction has, in fact, been abolished as far  as that specific case is concerned. 
So although the Commission started out with that assumption, tha t the 
firm interruptible distinction should be maintained, and although it 
is contained now in our policy statement, in the decisionmaking proc­
ess on a pipeline by pipeline basis, the firm in terruptible distinction 
has been virtually eliminated in most cases.

Mr. Schroeder. To uso tha t old terminology just to help me clear up my problem, consider a contrac t between a pipeline and one of its 
distributors.  Are volumes of gas to be delivered under tha t contract 
treated as firm requirements?

Mr. Holloman. I think  it depends on the contract between the 
pipeline and the distributor.

Let me ask Mr. Solters. He has been working on this contract sit ­uation. Maybe he can respond better than I.
Mr. Schroeder. Let me finish the question a little bit furthe r. If  a contract between a pipeline and its distributor is t reated for pu r­

poses of your curtailment projections as a firm contract  or firm re­
quirement, but then the distr ibutor is free to make, let us say, 50 per­cent of its commitments to interruptable  customers, tha t is, customers 
which must have alternate fuel capability, then somehow or another 
the concept of interruptible  gets masked a t the city gate and appears  
for purposes of FPC  analysis as 100-percent curtailment when, indeed, you would see at the distribution points tha t a good deal of tha t gas might  be going to inter ruptible type customers. That is the question I have, and I wonder if you could clear that  up ?

Mr. Holloman. I am going to let Mr. Solters answer thi s question. Tlie firm interruptible distinct ion usually conies into play in deter­
mining  the end-use priori ty and not in the context of the contract be­tween the distributor and the pipeline.

Mr. Schroeder. I  understand.
Mr. Holloman. I will let Mr. Solters answer that  question. What  

you are asking is whether or not a distinction between the firm inte r­ruptible contract between pipeline and distr ibutor would distort the impac t analysis tha t we made ?
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Mr . Schroeder. Pr eci sely.
Mr. H olloman. I  do no t believe it wil l, bu t I  wil l be gla d to le t Mr.  

So lte rs a nsw er the  question.
Mr. D ingell. Whil e he is pr ep ar ing,  are  not there  two  kin ds  of 

in terru pt ib le , the  first  be ing  those whi ch are  based upo n a co nt ract  
between the pip eli ne  its el f an d those whi ch are  based upon sales by 
the di st ribu to r who is in  tu rn  him sel f a pu rch aser of  the pip eline? 
Do those change , again , the concept th at  you might  have in mi nd  or 
Air. Sc hro ede r m ight  hav e in  mind  in  his q ues tion  ?

Air. H olloman. That  is cor rec t, Con gressm an.  An d, of  cou rse,  one 
of the b asic  p rob lem s t hat  we alw ays  ha ve,  a nd  as I po inted  out  in my 
tes tim ony , is th a t ou r cu rta ilm en t ju ris dict ion ceases  at  the cit y gate . 
In  t hat  sense, it is maske d at th e city gat e. Once t he  gas goes pa st  th e 
city gate, the Fe de ra l Po wer  Com mission  has  no au thor ity  to ma n­
da te its  use. It  comes un de r St at e reg ulati on . But  I do not t hin k t hat  
is th e question you are  d rivi ng  at .

Air. Schroeder. I guess sim ply  s ta ted the  questio n is, W ha t per cen t 
of  di st ribu to r deliveries are  to  c ustom ers  th at  we wou ld have in days 
pa st termed “int er ru pt ib le  cus tom ers” ? Because  all  the del ive ries to  
the c ity  ga te by the in te rs ta te  pipeline a ppe al's  in  your  re po rt  to be fi rm 
requ irem ents. In  othe r words,  it overs tat es wh at  the act ual firm  re­
quirem ents un de r the old  t erm ino log y m ight  a ctu all y be.

Air. H olloman. I un de rs tand  yo ur  question, and I would like Air. 
So lte rs to  expla in how th at  was fac tor ed  int o th e conclus ions  draw n in th is rep ort .

Air. S olters. Air. S chroe der, you are c orr ect  in  yo ur  general  observa­
tio n th at  the gas th at  is sold  by pip elines on a firm basis  is in large  
par t sold on an in te rrup tib le  basi s by di str ibut ion companies. The  
FE A  repo rt  th a t accompan ies the tes tim ony of  one of  th e FEA  
witnesses toda y conta ins  in tab les  2 and 3 a good analy sis  o f gas sold  
at  the  end-u ser  level,  th e req uir ement s, th e cu rta ilm en ts and the  
deliveri es by classes of  custome r an d b y ty pe  of con tra ct fo r each S tat e. 
An d I th ink th at  will indic ate  to  you the  answer th a t you are loo kin g 
fo r and is th e re latio nship  betw een gas  sold on a firm bas is at  the 
wholesale level and gas sold  on an  end-u ser  bas is, a lar ge  pe rce nta ge  
of which is sold  on an  in te rrup tib le  c on tra ct  bas is to  en d-users .

We liave rec ently  tr ie d to get away fro m discus sing req uir em ents 
and cu rta ilm en ts in de al ing wi th th e nat ur al  gas  short age an d have 
chosen to dea l with th e term  “de liveri es” and tr y  to show  cha nge s in 
del iveries  t o avo id the type  o f con fus ion  t hat  we seem to  ha ve in de al­
ing  wi th some of  the pre ss relea ses th at  we have issued rec ently  on curta ilm ents.

Air. Schroeder. I  would  like to  ex plo re as b rief ly as I can  a  concern 
I th in k a numb er of  peo ple  have expressed  over the last  couple of  
ye ais th at  cur ta ilm en ts have become an im po rtan t issue. I t  st rike s me 
the re is an  ince ntive fo r a  p ipe line to  want  to c ur ta il dir ect  p urchasers , 
and  ins tea d de liver gas to  city ga tes  fa rt her  down the pip elin e. I f  
no thi ng  else, even if you  a re  se llin g a t the  sam e p rof it, y ou are a mor tiz ­
ing  a gr ea te r par t of  the pip eline  by vi rtu e of  ru nn ing the gas th at 
much fa rt her  in it. Le t us just, s ay,  fo r exa mple, a pip eline  might  be 
sell ing  to  an  indu st ria l d ire ct  cus tom er a t 60 cen ts an Alcf an d also  sel l­
ing  to a di st ribu to r fo r 75 cents  an Alcf. Is n’t  t he re  an obv ious incen­
tive to tr y  to  c ur ta il to  the  m aximum ex ten t possible  th at low er pr ice d
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indu stria l customer and to favor  the higher priced distr ibutor type, 
customer far ther down the pipeline? I am wondering if the re has been 
any attem pt by the FPC to check this. One of the things you might 
have done or have considered doing is to look at how deeply curt ail­
ments have cut into di rect purchases in a given prior ity category ver­
sus dist ributor curtai lments. How deeply do curtailments cut into end- 
users of distributors in those same prio rity categories? Has there  con­
sistently  been a greater degree of curtailments  of direct purchasers 
than  curtailment of indirect  purchasers in equivalent prior ity cate­
gories? Have the pipelines in effect been favoring the indirect  #purchaser?

Mr. Holloman. I would assume the opposite is true. There would 
be an incentive to sell to direct  customers at the expense of distributors  
because the direct customer’s sales price is not regulated by the Fed­
eral Power Commission but comes with in the States ’ jurisdiction, if 
at all. I might stand corrected by Mr. Soltcrs, if tha t is not true. I 
have always gone on the assumption tha t for the sales to direct- cus­
tomers, the price is higher than  for sales to distr ibutor customers 
because it is, in fact, not regulated by the FPC.

Mr. Schroeder. Is there only one class of category of direct pu r­
chaser, that being the unregulated price customer? I was under the 
impression there were regulated  direct customers as well.

Mr. H olloman. A sale to a di rect customer is not a sale for resale.
A sale to a distributor is a sale for resale.

As to your second question as to who has suffered th e g reate r c ur­
tailment, T have operated on the assumption the direct customers have 
suffered the greate r curtailment. For  one th ing, in most instances, 
the direct customer has a lower prior ity than your distr ibutor cus­
tomers who serve residential  and small commercial establishments.
The second thing  is th at our capability or our ability to get accurate 
data  on end-use from the direct sales customers is better.

Thi rd, the direct sales customer th at buys its gas directly from the 
pipeline may not have the flexibility and alternate fuel capabil ity 
tha t a distributor  might have. For  example, a distr ibutor may have 
storage, a d istributor may get gas from another inters tate pipeline, a 
distr ibutor may have intrasta te supplies, a d istributor may be able to  
group or take advantage of other methods th at give him flexibility •
tha t a direct customer does not have. And then again, we have the 
authority  to impose our priori ties on a direct customer. If  he falls at 
the bottom of our priorities, we have the autho rity to enforce that 
priority,  to cut him off, but once the gas goes to a distributor, then we •
lose th at authority and the distr ibuto r can, subject to State jurisdic­
tion, move that  gas around anywhere  he wants to.

Mr. Schroeder. One final question. In the staff repor t on the 
Arkansas-Louisiana pipeline system, you indicated tha t Arkansas- 
Louisiana does not favor and does not practice 533 deliveries, t ha t 
they believe it is not a solution to the problem. I  believe there was a 
case before the FPC in which a customer had  identified volumes of 
gas for transportation  throu gh Ark-La, which Ark-La  refused. Is 
that  the only case in which a purchase had been identified and which 
a pipeline refused to carry?  Have there been other  instances? And 
is there an official FPC position with respect to such practices?
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Mr.  H olloman. The fir st th in g is, the F P C  does no t hav e the au ­
th or ity to forc e an in te rs ta te  p ipe lin e t o pa rt ic ip at e in a 533 program . 
A cus tom er can  go out an d find  his gas , bu t if  the  pip eline  refuse s to 
tran sp or t it, then  we have no au thor ity  t o forc e t hat  p ipe lin e t o tr an s­
po rt  it. An d secon d, I wil l de fe r to Mr.  So lte rs who is more fa m ili ar  
wi th  the  prog ram an d wo rks wi th it every  day . I  wou ld no t be su r­
pri sed at  all if  ma ny in te rs ta te  pip elines are  re luctan t to pa rt ic ip at e 
in the 533 progra m.

Mr.  S chroeder. Wh y is  th a t ?
Mr.  H olloman. I th in k there is ju st  a nat ur al  reluct anc e by pipe ­

lines, even di str ibutor s, to  have th ei r cus tom ers  go ou t in th e in tr a­
stat e m ark et an d buy t hei r ga s un de r 533 arran geme nts .

Mr. Schroeder. In  essence,  the pipe lin e feels it  is being com peted 
with  by its  own cus tom ers  fo r po ten tia l avail able sup pli es of  gas ?

Mr.  H olloman. I  sa id I wou ld no t be su rpris ed  if  they  fe lt  th at  
way.

Mr.  S chroeder. Tha nk  you.
Mr.  D ingell. Mr . Ho llo ma n, we ap prec iate  yo ur  fra nk , open, and  

very knowledgeable r em ark s.
Mr.  H olloman. Th an k you, M r. C ha irm an .
Mr.  E ckhardt [p re sidi ng ]. Our  ne xt  witn esse s are  Mr.  Jo hn D. 

Ch ris tie  and M r. G ordon C. Smi th.
Mr.  D ingell. Th e Cha ir  is very pleased to welcome you to  the 

committ ee.
Th e Ch ai r recognizes Mr.  Sm ith , as sis tant  ad min is trator  fo r regu ­

la to ry  pro gra ms , and Mr . Ch ris tie , as sis tant  ad min is trator  fo r the  
office of ene rgy  in fo rm at ion and a nalysis.

Gentlemen , we a re  most pleased to  welcome all of  you.  I f  you  w ould  
iden tif y yoursel f, to  ass ist  ou r repo rte r, and mem bers  of  yo ur  staff  
whom  you  choose to hav e p res en t a t the  tab le  wi th you,  we w ill be most 
pleased to  accept y ou r state me nt.

STATEMENT OF JOHN D. CHRISTIE, ASSISTANT ADMINISTRATOR,
OFFICE OF ENERGY INFORMATION AND ANALYSIS, FEDERAL
ENERGY ADMINISTRATION; ACCOMPANIED BY KENNETH KIN-
CEL, DIRECTOR, OFFICE OF CONSERVATION AND RESOURCE
DEVELOPMENT, OFFICE OF POLICY AND PROGRAM EVALUA­
TION, AND GORMAN C. SMITH, ASSISTANT ADMINISTRATOR,
OFFICE OF REGULATORY PROGRAMS

Mr. Christie. M r. Ch ai rm an , I am Jo hn  Ch ris tie , assis tan t ad min­
is trator , office of  ene rgy  informat ion and ana lys is.

On my righ t, Go rm an Sm ith , a ssi sta nt ad min is tra to r, office of  reg u­
la to ry  program s, an d on my le ft  is Ke nn eth  Kin cel  fro m th e office of 
pol icy and prog ram eva lua tion.

Mr. Ch air man , befor e I  st ar t, yeste rday I  prov ide d the com mit tee  
wi th a numb er of  copies of  my tes tim ony . I am qu ite  w ill ing toda y to 
ei ther  rea d th at  15-page, double spaced tes tim ony, or in the  in ter es t 
of  tim e, if  you  p re fe r, I am wi lling  to ju st  cover the  h ighl ig ht s of  that  
befo re we g et int o que stio ns and answ ers.

I  wou ld also like to  indic ate  a t the be gin ning  th at  I believe each  
mem ber o f the co mm ittee has been p rovid ed  to da y wi th a d ra ft  cop y o f
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FE A’s report on “Protec ted Natura l Gas Curta ilments and Potentia l 
Needs for Additional Alternate Fuels,” which is currently  in the proc­
ess of being prepared for publication and distribu tion to the public.

If  you do not, as a member of the committee, have a copy of tha t 
report, I have a few more copies which I brought for the committee, 
and I can provide them to you now.

Mr. D ingell. There are several points here.
The first is the statement. Mr. Christie, the committee will leave 

tha t to your own wisdom. I think you can probably summarize, if you 
wish. «

Without objection, we appear  to be in agreement on this mat ter, we 
will insert the full text of your statement in the record [see p. 75] and 
will recognize you for purposes of summary.

I believe you have made copies of the draft report  available. I  know -
the staff has reviewed it. and I think further  submissions of that  will 
not be necessary at this time. So, with those comments, we recognize 
you, sir.

Mr. Christie. Th ank you, Mr. Chairman. I appreciate the oppor­
tuni ty to apprise the Congress and this committee of this winter's 
natural gas curtailment  situation , and especially to provide all the 
pertinent  information available on curtailment alternate fuel capa­
bility  and potential economic impact, and to describe the actions which 
have been taken to date to mitiga te potential impacts of those 
curtailments.

Curtai lments are symptomatic of the longer term problem of declin­
ing production of natura l gas. Production peaked in 1973 at 22.6 tr il ­
lion cubic feet. It dropped about 5 percent in 1974 to 21.6 trill ion cubic 
feet. It  declined another 7 percent to 20.1 trillion cubic feet in 1975.

Based on pre liminary da ta from the Bureau of Mines, it could drop 
to between 19.5 and 19.9 trillion  cubic feet this year.

Curtai lments  have steadily increased in recent years. Inters tate  pipe­
line curtailments have increased from 0.1 trillion cubic feet in 1970 to 
about 2.8 tri llion cubic feet of firm requirements during the delivery 
year ending last March.

Curtailments have the greatest potential for substantial or severe 
impact in the winter because that is when the space heating is a t a 
peak. It  has increased from .1 trillion cubic feet in 1970 to 1.2 trillion *
cubic feet last winter. During this winter, curtailments  are projected 
to increase substantially.

The FPC reported in September an increase in inters tate pipeline 
curtailments of 340 billion cubic feet, or a total of 1.6 trilli on cubic feet *
of these pipelines reported firm customers requirements.

FEA, in its survey of 1,700 natural gas companies providing gas 
service to en-use customers, projects an increase in curtailments of 
424 billion cubic feet, or about 30 percent above the actual curtailment 
levels last winter, and a total curtailment level about 1.8 tr illion  cubic 
feet, or 18 percent of end-user requirements.

These figures, plus many others, are contained in this report which I 
have submitted to you in dra ft form today, in which we summarize 
not only curtailments but also the need for a lternate fuels, our under ­
stand ing of the availabili ty of  a lternate fuels, and our understanding 
of the situations where customers do not have an alternate fuel 
capability.



73

Estimates  of curtailments, both FP C’s and FE A’s, are based upon 
normal weather conditions and, in parti cular, in the case of FEA, as 
estimated by companies serving natura l gas to end-use customers.

There are differences in the FP C and F EA ’s estimates. These are due 
to : One, the FEA  survey includes supplies not fully taken into account 
by the interstate pipelines, for example, in tras tate  pipeline deliveries 
distr ibuto r storage, and supplemental gas supplies including LNG, 
SNG, and propane-air.

Whereas the FPC reports a decrease in deliveries of about 154 
billion cubic feet this year by the inter state  pipelines, our survey 
shows an increase in the suppl ies of natural gas delivered to end-users 
this winter relative to last year of somewhat over 200 billion cubic feet.

However, curtailments  based upon the FEA survey are projected to 
be higher than those of the FPC and the reason for that  is evident. 
Even though the distribution  companies project an increase in sup­
plies over 200 billion cubic feet this year, the end-user requirements, 
particularly  in the residentia l and commercial sectors, are projected to 
be up about 7 percent. The expected increase in deliveries of 200 billion 
cubic feet, equalling about 3 percent cannot offset the entire 7-percent 
increase in projected requirements. Therefore, given a total of about 10 
trillion cubic feet of requirements covered in our survey, there is an 
increased shor tfall  of about 4 percent or  400 billion cubic feet specifi­
cally, 424 billion cubic feet is the the  volume of increased cur tailments 
projected for this winte r relative to last winter by the respondents 
to our survey.

A second difference between the FE A and the FPC surveys, which 
are complementary, is th at  the FEA survey includes a large percentage 
of the  end-user requirements by including the intrasta te market.

A third reason is that, the basis fo r e stimating requirements is d if­
ferent in the F PC  curtailm ent numbers than those done with the FE A 
survey. The pipelines review their contractual requirements which are 
predominantly with d istributors  to determine their  estimate of require­
ments. In the case of end user curtailments, the  distribution companies 
estimate the specific requirements o f end users, for example, the resi­
dential sector, in addition to  looking at th eir  contractual requirements.

The impact of curtailments depends upon a number of things. In 
addition to the severity of the weather, the level of indu strial  activity, 
and conservation efforts on the part  of the users, the  impact also de­
pends on a lterna te fuel availab ility and capabilities. Included in this 
assessment are the ability of end users to use alternate fuels, the ir in­
creased needs for  specific alternate fuels, the availability  of those fuels 
to the users who may be curtailed, and the costs of those alternate fuels.

There were no severe economic impacts observed last winter, for a 
number of reasons. Last  winte r’s temperature  was extremely mild. 
Second, there  was a relatively  low level of indus trial activity. Third, 
the FP C’s emergency administrative procedures provided additional 
emergency gas supplies from the intra stat e market,  reducing interstate 
curtailments somewhat. As a result, actual end user curtai lments were 
323 billion cubic feet less th an projected for that winter.

For  this winter, FE A, through it s survey, projects sufficient alternate  
fuel supplies to offset anticipated  increased requirements due of natu ral 
gas curtailments under normal weather conditions. The FE A survey
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shows resid entia l fuel  oil will  be sought most, to off set curt ail me nts , fol ­
lowed by light middle di sti lla te  oil (No. 2) , a nd then pro pan e.

Our  analyses ind ica te th at  inventories of  middle di sti lla te  are  high  
wi th  cu rre nt  volumes equa lin g those  fo r the same per iod  in 1975. At 
the end of  the th ird qu ar te r of  th is year pr im ary inv entories to taled 
about 225 m illion barre ls.

Pr op an e inv ent ori es th is  year  were at  record  level s at  the  end  of 
Au gu st,  10 percen t high er  th an  du rin g Augus t of las t year. For ex­
ample , pro pane  inv entories were abou t 95 mi llio n ba rre ls du ring  
Au gu st th is  year versus  86 mi llio n ba rre ls a year  ago. In  looking at  
al te rn ate fuel  requir ement s, which  I will get to in more  de tai l, la te r, 
the increased  d emand  fo r pro pane  is about 7.6 mil lion  b arrels .

W ith reg ard  to res idu al fue l, pr im ary stocks of r esidual fue l in m id- 
Oc tober were lower th an -las t year  by abou t 9 percent . How ever , su p­
pl iers  can rely  on reserve cap aci ties to meet wi nter  needs. In  a dd ition , 
ut il ity stocks o f res idu al oil, which are im po rta nt  because  u til iti es  are 
a m ajor  use r of res idual fuel as an alt erna te fuel , a re up  somew hat ove r 
5 mill ion  ba rre ls rel ative  to a y ear ago.

Un usua lly  cold weath er cou ld cause tem po rary  shortage s in loca l 
are as due  to logi stic al prob lems.

I wou ld like to  emphasize  th at , from a na tio na l pers pec tive , we do 
not foresee a short age of  al te rn ate fuels under nor mal weath er condi­
tion s. How eve r, t he  S ta tes  most s usce ptib le to te mpo rary  sho rtages can 
be det erm ine d based on a rou gh com parison  of  al te rnate fuel  inv en­
tor ies  wi th pro jec ted  requirements. These State s ar e:  No rth  C aro lin a, 
So uth Ca rol ina , Georg ia, Mary lan d, Tennessee, Ar izo na , Vi rg ini a, 
W est Vi rg inia , and Ke ntuc ky —nine State s in all.

In  a dd ition , we have  also looked a t custo mers who do  not have  a lter ­
na te fue l capabil ity , or  have so ind ica ted  in ou r survey. Th ere  might  
be pro blems among  custo mers in  fou r Sta tes . Howeve r, I  th ink i t should 
be qu ite  clear th is is a dif ferent  kind of a problem th an  a po ten tia l 
log ist ics  problem  acros s a whole State  in the distr ibut ion of al te rnate 
fuel s. T hos e cus tom ers  we have iden tified to  da te t hat  might h ave  prob ­
lems in using al te rnate fue ls are  in the State s of  Ohio, Iow a, No rth  
Ca rolin a, and  I nd ian a.

Ev en  in the  absence of  cold er than  nor ma l we ath er con ditions , eco­
nomic impac ts will  be fel t due  to  the hig her cost  of  al te rnate fuel s. 
Based upon ou r assessments  to  dat e, the  addit ion al cost to  end  users 
to offset  424 bil lion cubic fee t of increased c ur tai lm en ts rel ative  to  last 
ye ar  are est imated to  be in the ran ge  o f $550 m illi on to $650 m illion.  
That  cos t aver age d out equates about $2.25 to $2.50 pe r tho usand cubic 
feet fo r use of an equ iva len t amount of ene rgy  fro m al te rnate fue l 
ra th er  t ha n the  gas th at  was cu rta iled. Th is cost com pares t o $1.01 pe r 
tho usand cubic feet  for  na tu ra l gas  de live red to the i nd us tr ia l s ector in 
1975.

Ov er the  long  ter m,  na tu ra l gas  well -head pric e de reg ula tion wil l 
eliminate both the  cu rta ilm en t situa tio n and  the  disto rtion  between 
the  in ter sta te and the  in tra stat e marke t. The rece nt FPC  pr ice  in ­
crea se, in ou r est imate , is not  enough to at tr ac t new onsh ore gas  into 
the  in ters ta te  ma rke t.

For  example, we proje ct th at  by 1985 t he re will  be about 2 t ri lli on  
cubic feet less in the in ters ta te  marke t with the  new FPC  price th an  
there, w ould be. with dere gu lat ion o f new n atur al  gas.
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For  the  sh or ter ter m,  the F E A  Adm in is trator  tra ns mitt ed  a le tte r 
to the Speaker of  the House  in Septemb er,  again  req uesting  em er­
gency leg islation , bu t we hav e no t seen any act ion  yet. Pa rt ic ul ar ly , 
we requ ested two au thor iti es  fo r the next two win te rs : Fir st , to allow 
180-day emergen cy purch ase s at  free  marke t prices  by pip eline com­
pan ies  cu rtai lin g high  pr io ri ty  custome rs;  second, to pro vid e the 
ab ili ty  of  pipelin es to  tr an sp ort  na tu ra l gas purch ase d by cu rta ile d 
hi gh -p rio ri ty  cus tom ers  di rectl y fro m the in tras ta te  marke t.

For th is winte r, sh or t-t erm admi nistr at ive act ions have been under -
* tak en.  They inc lud e rea ct ivat ion of  the Commerce Dep ar tm en t’s 

Natural  Gas Ac tion Gr ou p to pro vid e ass ista nce  to  use rs who hav e 
difficul ties. FE A  has also enc ourag ed cus tom ers  to place ord ers  fo r 
al te rnate fue ls as ea rly  as poss ible.  In  ad dit ion , F E A  has the  ab ili ty

» and  w ill allo cate  em ergency propane supp lies .
Th e FPC  has  a lso un de rta ke n several  actions . Th ey  have  held  h ea r­

ings wi th 10 pipe lin e com pan ies  a nd  rece ived  w ri tte n sta tem ents fro m 
an oth er  9 conce rning im pacts  of  pip eline  curta ilm en ts.  Con ferences  
will  be held wi th  19 pipe lin e com pan ies to faci lit ate vo luntary ex­
changes, and FPC  will  im ple me nt ex ist ing pro ced ure s allow ing  for 
at ta inmen t o f e mergency sup plies.

Ve ry quickly, I wou ld lik e to cove r one othe r po int which came up  
ea rli er , Mr. C ha irm an , w ith  r eg ar d to F E A ’s est imate s of  which classes 
of cus tomers are being cu rta ile d.  La st  win te r’s cu rta ilm en t of  end  
users was 1.42 tri ll io n cub ic feet . We see cu rta ilm en ts inc rea sin g to 
1.84 tr ill ion cubic fe et t hi s w inter .

Th is  winter,  we see 0.09 t ri lli on  cubic fee t, o r an increase  o f 0.02 t ri l­
lion cubic fee t to  commercia l customers.  Cur ta ilm en ts to  indu str ia l 
custome rs las t wi nter  were  0.63 t ri ll io n cu bic feet.  Th is winte r we see 
0.85 t ril lio n cubic  feet  pro jec ted . El ec tri c ut ili tie s are proje cte d to  in ­
crease fr om  0.72 to 0.90 tr il lion  cubic  feet .

In  ter ms  of firm  versus  in te rrup tib le  customers, last  year  we saw 
firm cus tom ers ge tt in g cu rta ilm en ts  of  0.53 tr ill ion cubic  feet, and  
in te rru pt ib le  cus tom ers  0.89 tr ill io n cubic  feet . Pr oje ct ion s fo r th is  
winte r show firm cus tom er cu rta ilm en ts of  0.7 tr ill io n cubic  fee t, and 
in te rru pt ib le  custo mers cu rta ilm en ts of  1.5 t ri ll io n cubic feet.

These are firm and in te rrup tib le  customers  as rep or ted by the com-
* pan ics  servin g ga s to  the en d users.

W ith  those major  po int s, Mr. Ch air man , I th in k I  wil l use the 
rem ain ing  tim e for  a good d ialog .

[Mr. Ch ris tie ’s prepa red sta tem en t f ol lo ws:]
Statement of J ohn  D. Chr istie, Assista nt  Administrator, E nergy I nforma­

tion and Ana ly sis , F ederal E nergy Administration

Mr. Chairman and members of the subcommittee, I am pleased to appear here 
today to discuss with you the natural gas curtailments situation facing the 
country this winter. In view7 of the debate tha t occurred over the validity of the 
natu ral gas shortage forecast last winter, I especially appreciate this oppo- 
tunity to ensure tha t Congress is fully apprised of all pertinent  information 
collected and synthesized by this administ ration, relating to projected natu ral 
gas supplies, end-user requirements and alternate  fuel availabili ty.

Natural gas curtaiments which represent an inability of both pipelines and 
distribut ion companies to satisfy contractual requirements, are symptomatic of 
the more fundamental problem facing this country of declining domestic natu ral 
gas supplies. America’s natu ral gas production peaked in 1973 at  22.6 trillion  
cubic feet (TCF), and since has declined at an alarming rate. In 1974, natura l 
gas production dropped by approimately 5 percent to 21.6 TCF. In 1975, the
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de cl ine ac ce le ra te d to  7 p er ce nt , an d pr od uc tion  re ac he d a lev el of  on ly 20.1 TC F.  
Bas ed  on pr el im in ar y  da ta  from  th e B ur ea u of  Min es, a fu rt h er de cl ine in pr o­
du ct io n is ex pe cted  th is  yea r to  a lev el of  be tw een 19.5 an d 19.9 TC F.

Thi s de cl in e in our  do mes tic  n a tu ra l ga s pr od uc tio n is  p a rt ic u la rl y  cri ti ca l 
sinc e n a tu ra l ga s has  becom e an  ex trem el y vit al  fue l in m ee ting  re si de nt ia l, 
co mmercial  an d in dust ri a l re qu ir em en ts  fo r en erg y. In  1975, n a tu ra l ga s wa s 
co ns um ed  in  ne ar ly  41 mill ion re side nc es  an d by ov er  3.4 mill ion co mmercial  cu s­
tomers. In  th a t same ye ar , n a tu ra l ga s ac co un ted fo r ov er  41 pe rc en t of  to ta l 
in dustr ia l en ergy  co ns um pt ion,  an d al m ost  43 pe rc en t of  th e en ergy  consum ed  
in  t he  r es id en ti ia l an d co mmercial se ctor s.

The  in cr ea si ng  de cli ne  in  na tu ra l gas  pr od uc tion  ha s re su lted  in  incr ea sing ly  
se ve re  cu rt a il m ents  by in te rs ta te  n a tu ra l ga s pipe lin e compa nies . In te rs ta te  
pi pe line  cu rt a il m ents  were fi rs t ev iden ce d in 1970 wh en  ap pro xi m at el y 0.1 Tc f of  
firm  cu st om er  re qu irem en ts  could  no t be me t. Since then , in te rs ta te  pi pe lin e 
curt a il m ents  ha ve  in cr ea se d sign ifi ca nt ly , re ac hi ng  2.8 Tcf. or  al m os t 20 pe rc en t 
of  firm  cu st om er  re qui re m en ts  du ri ng  th e  de liv ery year en ding  in March  197(5.

C urt ail m ents  ha ve  th e gre a te st  pote ntial  fo r su bst an ti a l econom ic im pa ct  in  
th e  w in te r,  whe n th e re si den tial  an d co mm erc ial  spac e hea ting re qu ir em en ts  
pe ak . Sinc e re si de ntial  an d co mmercial  us er s a re  af fo rded  a high  pr io ri ty  fo r 
n a tu ra l ga s, av ai la bl e ga s is  sh if te d  a w ay  fro m in dust ri al  an d u ti li ty  use rs  d uri ng  
th e heati ng  season , ne ce ss itat in g co nv ersio n to a lt e rn a te  fu el s or re du ct io n of  
op er at io nal  requ irem en ts . In te rs ta te  curt ai lm en ts  du ri ng th e w in te r he at in g 
season  ha ve  al so  in cr ea se d su bst an ti a ll y  sin ce 1970, re ac hi ng  1.27 Tcf  la st  w in te r 
(N ov em be r 1975 th ro ug h March  1976), am ou nt in g ro ab out 18 per ce nt  of  firm  
re qu irem en ts .

OUTLOOK FOR NATURAL GAS CUR TAILMENT S

N atu ra l gas  cu rt a il m ents  a re  pro je ct ed  to be g re a te r duri ng  bo th  th is  cu rr en t 
de liv ery year an d th is  coming  w in te r he at in g sea son. On Ju ne  18, 1976, th e Fed ­
era l Pow er  Co mm iss ion  (F P C ) re por te d a proj ec ted in cr ea se  i n n a tu ra l ga s in te r­
st a te  pi pe line  curt ai lm en ts  fo r th e de live ry  yea r Ap ril  1976 th ro ugh March  1977 
of  824  bi lli on  cu bic feet (B c f) or  29 p er ce nt  over th e pr ev io us  y ea r. Tota l pipe lin e 
ne t firm curt a il m ents  were es tim at ed  by th e FP C a t 3.6 Tcf  or  nea rly  25 pe rc en t 
of to ta l in te rs ta te  fi rm re qu ir em en ts  f o r na tu ra l gas. F or th is  c om ing w in te r h ea t­
ing  season . No vemb er 1976 th ro ug h M arch  1977, th e FP C re po rted  in Se pt em be r 
an  in cr ea se  in  in te rs ta te  pi pe line  cu rt a il m en ts  of  340 Bcf  or 27 pe rc en t ov er  th e  
la s t w in te r he at in g season , yi elding  a to ta l firm  cu rt ai lm en t lev el of  1.6 Tc f, 
or  abou t 22 pe rc en t of  in te rs ta te  firm re qu irem en ts  f or  n a tu ra l gas.

Sinc e in te rs ta te  pipe lin e curt a il m en ts  a re  o nly  a roug h est im at e or m ea su re  of  
th e n a tu ra l ga s supp ly  pro blem , th e Fed er al  En erg y A dm in is tr at io n,  in co nj un c­
tio n w ith  th e  Fed er al  Po w er  Co mm iss ion , co nd uc ted a de ta il ed  su rv ey  of 1700 
n a tu ra l ga s co mpa nies  includ ing in te re st a te  pipe lin e co mp an ies , d is tr ib uto rs , 
in tr a s ta te  pi pe line  co mpa nies  an d pr od uc er s wh ich  se rv e en d us er s,  ac co un ting  
fo r about 95 pe rc en t of  end use r de liv er ie s.  Thi s su rv ey  w as  undert aken  to  ob­
ta in  a be tt e r est im at e of  th e cu rt a il m en t si tu at io n th is  w in te r an d to as se ss  th e 
abil ity  of  curt ai le d  end us er s to  obt ai n an d co nv er t to a le rn ate  fuels . I ha ve  
br ought w ith  me. an d wo uld  lik e to su bm it fo r th e reco rd  toda y,  a copy  of  FEA ’s 
re port  de sc ribi ng  th e re su lt s of  th is  su rv ey . Thi s re po rt  is  cu rr en tly  be ing  p re ­
pa re d fo r pu bl icat io n.  It  includ es  an  es tim at e of  th e m ag nitude of  curt ai lm en ts  
to  en d us er s,  d a ta  in di ca ting th e avai la bil it y  of  a lt e rn a te  fu el s an d an  as se ss ­
men t of  th e  are as wh ich  could  be mos t su sc ep tib le  to  eco nomic im pac ts  re su lt ­
ing  fro m n a tu ra l ga s cu rt ai lm en ts . I wi ll review  fo r you  now  some of  th e hig h­
lights  of  th is  re port  re ga rd in g th e  m ag ni tu de  of  en d use r curt ai lm en ts  th is  w in te r :

U nd er  no rm al  w eat her  co nd iti on s,  curt ai lm en ts  to  end use rs  duri ng  th is  
w in te r he at in g season  a re  es tim at ed  a t 1.84 Tc f, an  in cr ea se  of  424 Bcf  
or  30 pe rc en t ab ov e th e ac tu a l curt ai lm en ts  ex pe rie nc ed  la s t w in te r.  Thi s 
lev el of  cu rt a il m nt eq ua ls  ap pr ox im at el y 18 pe rc en t of  end us er  re quir e­men ts .

Th e pr oj ec ted cu rt a il m ents  th is  w in te r ar e only 101 Bc f or  5.8 pe rc en t 
ab ov e th e pr oj ec ted level of  cu rt a il m en t fo r la st  w in te r.  How ev er,  la st  w in ­
te r ’s a ctu a l cu rt a il m ents  w er e 324 Bc f les s th an  pr oj ec ted du e pr ed om in an tly 
to  un se as on ab ly  war m  w ea th er  co nd ition s, a low level of in dust ri a l ac tivi ty  
an d th e ab il ity of  som e d is tr ib u to rs  an d en d us er s to se cu re  em ergency ga s 
su pp lies  fro m th e in tr a s ta te  m ar ket  th ro ug h us e of  FPC  adm in is tr a ti ve pr oc ed ur es .
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No cur tailments  of res identia l customers are expected this  winter. 
Cur tailmen ts of commercial customers are  expected  to increase  from 4 

percent of actual  end-user requ irem ents  las t win ter to about 6 perc ent of 
projec ted requ irem ents  this winter. However, under norma l wea ther  con­
ditions, vir tua lly  all of these commercial customers are expected  to be able 
to obta in an d use alt erna te  fuels.

Cur tailmen ts of ind ust ria l custom ers are  expected  to increase from 19 
percent of actual  requ irem ents  las t win ter to abou t 25 pe rcent  of projected 
requirements this  winter.

Cur tailmen ts of elect ric uti lity  custom ers are expected  to increase  from 
45 percent of actu al requ irements las t win ter  to 51 percent of projecte d re­
quirements thi s winter .

•  Before turning to the potenti al impacts associated  with these  projected cur­
tailm ent levels, I would like  to discuss the  reasons for differences  in the  FPC 
and FEA estimates of cu rta ilm ent s for this  winter. As ment ioned above, the  FPC 
projects an incre ase of 340 Bcf  over las t win ter  to a tota l firm cur tai lment  level

% of 1.6 Tcf, while the FEA report shows an increase of 424 Bcf to a total cu rta il­
ment level of 1.84 Tcf this w inter. The prim ary reasons for the  differences a re : 

The FEA survey  includes supplies  not fully  taken into accoun t within the 
FPC interst ate pipeline reporting  system, including int rasta te  pipeline de­
liveries and  supplemen tal gas supplies  such as syntheti c gas produced from 
petroleum products, propane-air , liquefied na tura l gas and  supplies held in 
storage at  the dis trib uto r level. Therefore , while FPC repo rts yield a de­
crease  in projected int ersta te  pipeline deliveries of about  154 Bcf for  this  
winter , the  dis trib ution companies report an increase in tota l gas deliveries 
to end-users of ab out 224 Bcf.

The FEA survey also includes  a larger percentage  of end-user require ­
ments with in its survey  since it cap ture s most in tra sta te  marke t require ­
ments. Thus, while FPC ’s projected tot al int ers tat e requ irements amount to 
about 7.4 Tcf this winter, FEA ’s survey showed end-user requ irem ents  of 
about  10.3 Tcf.

In addi tion, the  basis for estimat ing requ irements  is somewhat different. 
Requirements projecte d by dis tributio n companies are  based on their  con­
tra cts  w ith end-users and othe r considera tions such as the increased residen­
tia l demand resu lting from normal wea ther  cons idera tions  as compared to 
the mild win ter las t year.  The pipelines’ estimates of requ irements is based 
on the ir own contractual  requ irem ents  with  both dis trib uto rs and, to a fa r 
lesser  etxent,  d irec t end-users.

Given these  reasons underlying the  differences in projections, the FEA survey 
projection of an increase in cur tailments  for  this win ter of 424 Bcf over las t 
winter illust rat es that  end-use customer requ irem ents  a re estimated to be grea ter  
tha n the dist ribu tion  companies’ abil ity to offset reductions in pipeline deliv er­
ies with increased supplemental gas supplies. Projected end-use customer re­
quirements  a re increased over actua l requ irements  last  w inte r p redominantly due 
to expected increased space  hea ting requiremen ts as socia ted with  a norma l winter,

•  as compared to an extrem ely mild win ter las t year,  and some small growth in 
markets, prim arily the res iden tial  and commercia l markets.

The impacts of  natural  gas cu rta ilm ent s depend upon several facto rs, including 
the  severity of the  winter, the  level of ind ust ria l activity , conse rvation efforts, 
alt ern ate  fuel capa bilit ies, the  ava ilab ility  of alt ern ate  fuels  and  the rela tive

• costs of alt erna te fuels  where available.  The importance of these  fac tors  is 
illu strated by las t winte r’s experience when no severe economic impacts  were 
observed, although cur tail ments  were projected by the  dist ribu tion  companies  
at  1.7 TCF, an increase  of abou t 380 BCF over the  previous winter. The ex­
tremely  mild winter, a low level of ind ust ria l activity  and the  use of new FPC 
adm inis trat ive  procedures to o btain  emergency supplies  from the in tra state mar­
ket resul ted in actual cur tailments  low’er  tha n projected by 324 BCF.

The prim ary fac tor working to mitigate  severe economic impa cts thi s win ter 
is the  ava ilab ility  of alt erna te  fuels. The  FEA survey of dist ribu tion  companies 
indicates that  residua l fuel oil (No. 6) will be sought most to sub stit ute  for  
curtailed na tur al gas (abo ut 1500 million gallons) , followed by light  (No. 2) fuel 
oil (about 930 million gallons), and to a lesse r extent  prop ane (about  316 
million gallons).

An analysi s o f the  short- term  avai lability  of middle dist illa tes,  residua l fuel oil 
and propane was perfo rmed  by FEA and the result s are  included in thi s report  
I am submittin g today. This analy sis indicate s the fo llowin g:

83-8 37 0  - 77  - 6
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In ve ntor ies of middle dis till ate s (e.g., No. 2 o ils) are  high, with  current 
volumes equalling those for  the same period in 1975.

Inve ntories  of propane a t the  end of August were a t record levels, approxi­
mately  10 percent higher  tha n in August of l ast  year.

Stocks of residual fuel oils (e.g.. No. 6) in mid-October were lower than las t year  by about  9 percent. However, it appe ars that  refiners and markete rs can rely on reserve capacitie s to meet w inte r needs.
Based on these data,  FEA has concluded tha t the nationwide supplies of al ter na te fuels  app ear  adequa te to offset anticipa ted cur tailments  of natura l gas under norm al wea ther  conditions . However, unusually cold weather for a prolonged period  could cause temporary shor tages in some local are as due to logistical problems encountered in rapidly diverting  alt ern ate  fuel supplies, especial ly propane. The Sta tes most susceptible  to localized problems based on *a comparison of available informa tion  on alt erna te fuels with projected require ­ments  a re :

Nor th Carolina.
South  Carolina.
Georgia. *Mary land.
Tennessee.
Virginia.
Arizona.
Kentucky.
West  Virgin ia.

It  is important to po int out th at  i t is not simply the magni tude of curtailm ents in a given S tate that  i s the d eter min ant  of poten tial  economic impacts. The avail ­abil ity of a lte rnate fuels, the abi lity  of po tenti ally cur tailed custom ers to convert  to a lte rnate fuels and the adequacy of the d istr ibu tion  systems for alt erna te  fue ls are  crit ica l fac tors in determining those Sta tes most susceptible to impacts.Even if the re are  no shor tages of al ter na te fuels, there will be an  economic impact this winte r due to the  higher costs of alt ern ate  fuels, supplemental gas and  emergency gas suppl ies. The tota l a ddi tional costs of  fuels to end-users to off­set the projected increased cur tai lment s of 424 BCF this  winter could reach about 550-650 million dollars. This  means the average costs of al ter na te fuels and suppleme ntal supplies to offset na tur al gas curtailm ents  this  win ter  are estimated at  abou t $2.25 to $2.50 i>er mcf. To draw  a cost comparison, the aver­age prices for na tur al gas delivered to the  residentia l, commercial and  ind ust ria l sectors in 1975 were $1.73, $1.41 and $1.01 per mcf respectively. If  the  same pro­port ions of the  various  types of alt erna te fuels  were used to offset the  ent ire 3.6 TCF of Arm custom er cur tail ments  proected by the int ers tat e pipelines for the  current delivery year  ending  in March 1977, the additional costs of fuels to end-users would be on the  orde r of 4 to 5 billion dollars.
WHA T ARE WE DOING ABOUT TH E CURTAIL ME NTS SITUA TIO N BOTH OVER TH E LONG­

TERM AND FOR TH IS  WINTER

I ’d now like to address what the adm inistration is doing to mit igat e the *potentia l impacts  of na tur al gas curtailm ents . Fi rst  for the long-term, this  adm inistratio n has  repea tedly  requested Congress to strike at  the  heart  of the cur tai lment s problem by dereg ulat ing na tur al gas wellhead prices, thereby stim ­
ula ting increased  domestic produc tion. With  deregulation  domestic demand can 4lie brought in balan ce with  increased domest ic supplies such that  na tur al gas cur tailments  can ultim ately be eliminated. In addition, the  curre nt distortion between the  in ters ta te  and in tra sta te  ma rke ts would be erased. The recent FPC wellhead price  increase will not be sufficient to at tra ct  new onshore gas supplies  to the in ters ta te  market,  result ing  in about 2 TCF less inter sta te gas in 1985 tha n under dereg ulation.

Second, with  rega rd to the  shorter-term, this  adm inis trat ion transm itted  to Congress in September 1975 the  proposed Natura l Gas Emergency Standby Act 
of 1975 to provide  for several measures designed  to mit igate  impacts of poten tial shor tages for both las t win ter ’s and thi s winte r’s heat ing season. Congress has 
not yet provided any of the emergency author itie s requested . On Septem ber 16 of thi s year,  the  Admin istrator of FEA transm itte d a let ter  to the Honorable Speaker of the  House apprisin g him of the  outlook for this winter and request­
ing again  action by the Congress on the  needed standby legislation.  Upon this  la tte r request, two specific autho riti es were  emphasized as being necessary through June  30, 1978 as fol low s:



Authority to allow the FPC to permit inte rsta te pipeline companies 
curtailing high priority customers to acquire natu ral gas at free market 
prices on an emergency basis not to exceed 180 days.

Authority to allow the FPC to permit inte rsta te pipeline companies to 
transport natural gas from the int ras tate  market which was purchased 
directly by curtai led high priority customers, at free market prices.

In addition to requesting emergency legislation, we will monitor closely the 
curtailments situat ion this winter. Several actions have been undertaken to 
mitigate potential economic impacts, the major ones being:

The Department of Commerce has reactivated its natu ral gas action group 
in order to assist companies economically impacted by natura l gas curtail­
ments.

The Federal Energy Administration has encouraged both alternate  fuel 
distributors and potential  customers to place orders for these fuels as early 
as possible to minimize allocation and transportat ion delays.

The Federal Energy Administration  is contacting each end-user exiiecting 
curtailm ent that was reported by distr ibuto rs to be without alternate  fuel 
capability, in order to assess thei r situat ion and to report any needed assi st­
ance to the Commerce Department.

The Federal Energy Administration  will allocate upon petition emer­
gency supplies of propane to curtailed indus trial natural gas customers and 
natural gas distribu tion companies when the availabil ity of supply to tradi­
tional users is not disrupted.

In addition to these measures, the Federa l Power Commission has undertaken 
several actions also aimed at identifying and mitigating potential impacts of 
curtailments as follows :

Hearings have been held with 10 inte rsta te pipeline companies to de­
termine possible impacts of curtailments on specific customers. An addi­
tional nine pipelines submitted written statements regarding customer im­
pacts.

A curtailment plan was approved fo r Transcontinental  Pipeline Company, 
one of the pipelines which is most severely curtailing customers, which pro­
vided for emergency high priority  exemptions in order to ensure adequate 
supplies to priority  1 users.

Conferences will be held between the 19 most severely curtailing pipelines 
and interconnected jurisdic tional pipelines to ascertain whether any bene­
ficial exchanges of natu ral gas can be arranged.

The FPC also is prepared to again implement its  existing procedures which al ­
low for attain ment  of emergency gas supplies from the in tras tate  market.

I will be happy to answer any questions you may have.
Mr. E ckhardt [pres iding]. I would like to ask you, on page 1 you 

give figures for sort of an estimate of cost, and I want to know what 
these mean.

Does thi s mean if  res idential users in 1975 were having natu ral gas 
delivered at $1.73, that  under your projections and assumptions, they 
will have it delivered for $2.25 to $2.50 this year?

Mr. Christie. No, it does not mean that , sir.
High prio rity customers will continue to get natura l gas. The num­

bers I was refer ring  to are  based upon the projected need for alte rnate  
fuels; for example, 1,500 million gallons of residual fuel oil, 930 mil­
lion gallons of No. 2 heating oil—and I have forgotten—about 300 
million gallons of propane in round numbers.

If  we compute the prices of those alternate fuels based upon last  
year’s prices and assume that is what the customers are going to get 
curtailed  purchase as alternate fuels, they will pay for those alternate 
fuels an additional $550 to $600 million.

The people who get curtailed are, generally speaking, the industrial  
and utili ty users. In dus tria l customers paid about $1.01 per Mcf l ast 
year for gas. They are going to pay more for alternate fuels to offset, 
the additional gas curtailments.
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Mr. Eckhardt. Let me see if I can say it another way.
I understand the difference, what you are saying, and what I said 

the first time. Does this mean with  respect to that portion of the gas 
which is added or which is replaced by virtue of using alternate  fuels, 
tha t the increase would he from $1.73 to $2.25 or $2.50, recognizing, of 
course, tha t would be in a total mix, and, of course, some of the gas 
would still be, I assume, at $1.73 ?

Mr. Christie. The indust rial customers who are gettin g curtailed 
are paying  a price on the order of $1.01 for the gas if they get it. 
If  they do not get tha t gas, they will have to pay on the average be­
tween $2.25 to $2.50, in round numbers, for the a lternate  fuel. That  is 
the price per equivalent Mcf of curtailed gas.

The people tha t are paying  $1.73, generally speaking, are not cur­
tailed.

Mr. E ckhardt. So, then, if you wanted to figure the average increase 
in price overall, you would take  $1.73 times that amount of gas which 
will be supplied without any curtailment, without consideration of 
curtailment, and add to that $2.25 times the amount of gas that is pro­
duced to replace the shortage, and then strike an average figure?

Mr. Christie. I do not believe so, sir, because $1.73 is not the average 
price of all the gas charged to all the customers for the—in round 
numbers—10 Tcf of gas used over the winter.

Mr. Eckhardt. What is it, then ?
Mr. Christie. $1.73 is, generally speaking, the residential price. The 

average price last year was $1.32 for all marked sectors.
Mr. Eckhardt. I intended to limit it to residential.
Mr. Christie. Excuse me.
Mr. Eckhardt. I intended to limit mv question altogether to resi­

dential prices.
Mr. Christie. The  residential prices will not change, because they 

are not-----
Mr. Smith. Because residential  customers are not curtailed,  there is 

no impact on tha t price.
Mr. Eckhardt. So you do not anticipate any change in residential 

price?
Mr. Christie. Asa result of curtailment?
Mr. Eckhardt. As a result of curtailment.
Mr. Smith. T hat  is an oversimplification, Mr. Chairman, because 

some of the distr ibut ing companies will be able to service residential 
customers only because they have access to synthetic natural gas from 
SNG plants  or in some cases to propane-air plants that  can mix pro­
pane and mix it with the natura l gas s train. They will service thei r 
high-priority customers in some cases with these supplementary  gas 
supplies, which are more expensive, for example, on the order of $4 to 
$5 per Mcf.

Mr. E ckhardt. In other words, you are not in control of that situa ­
tion, you are only in control of the flow of gas th at enters from, say, 
under one of the 60-day contracts or  something of that nature?

Mr. Christie. The imports Mr. Smith is addressing are independent 
of the  60-day contracts. Let me give you an example, in the New Eng ­
land States, d istribut ion companies supply a large percentage of thei r 
gas deliveries to end-use customers, and offset the increased curtail-
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ments with purchased supplemental gas including imported LNG, and 
synthetic gas .

When deliveries reach their  highest levels during the year, that is 
on the peak day, supplemental gas represents as much as 40 percent of 
the gas delivered.

What Mr. Smith is saying, those supplemental gas supplies, LNG, 
SNG, cost the distr ibut ing company much more per Mcf than  what 
they pay for natu ral gas delivered through the intersta te pipelines. 
They may be paying, as he said, three, four-----

» Mr. S mith. Somewhere up to about $5 per Mcf.
Mr. Christie. To that extent, curtailments can affect the residential 

customer because the average cost to the distr ibut ing company has gone 
up beyond the point if there had been no curtailment Whatsoever.

* Mr. Smith . The point is, notwithstanding, Mr. Chai rman, that the 
residential customer is going to get first call on whatever natural gas 
the d istributing company has, and there are not going to  be any cur­
tailments  to tha t residential customer. Even so, his prices are going 
to be higher this winter because of the overall shortage o f natural gas 
in the interstate market.

He is at the end of the chain, and he is cushioned so far  from the 
impact of actual curtailments regarding gas supplies, but he is not 
cushioned and has not been for the last 2 to 3 years from the impact 
of higher prices due to the shortage of  natura l gas.

Mr. E ckiiardt, And because of the change in FPC regulation.
Mr. Smith . No, sir,  aside from the change in FP C’s price regula­

tions, leaving aside enti rely the F PC  price change or anything of tha t 
sort, American consumers have paid  more money fo r the ir na tural gas 
in the last 2 or 3 years because increasing amounts of it came from the 
supplementary sources—synthetic natural gas and liquefied natural 
gas imports.

Mr. Eckiiardt. There also will be an increase because of the increase 
of FPC allowable prices?

Mr. Smith . That is true, sir, but tha t is in addition to the impact 
they have already felt because of the shortages of natural gas.

The fact th at res idential customers have not been actual ly cut off yet. 
and the fact these high-cost supplementary sources have been rolled 
into or averaged with the gas that  the distr ibut ing company buys from 
the pipeline has tended to dampen the increase in the residenital  con­
sumers’ cost, but these consumers have already paid higher gas costs

• because of the interstate shortage of natural gas for the last 2 or 3 
years, and the p roportion  rises every year.

Mr. E ckiiardt. So they  will continue to pay that  increase and also 
the increase, because of the FP C’s change in regulation ?

Mr. Smith. That is righ t, sir.
The central point is that  consumers are not, in fact, being pro ­

tected by the continued regulation of new interstate gas prices. They 
are simply postponing the impact of the gas shortage, and in many 
cases, in most cases, paving more for alternate supplies from supple­
mentary sources than  they would pay for new natural gas.

Mr. E ckiiardt. Tha t, I think,  has also been your position?
Mr. Smith . Tt is not my position, sir. It  is the facts. Tha t is not a 

question of a position.



82

Mr. E ckiiardt. I am glad that  you are so clearly cognizant of what 
the facts are that  there can be no doubt about your interpretation of 
them.

Mr. Smith. Yes, sir.
Mr. Eckiiardt. I have always found you tha t way, as a matter of 

fact.
Let me ask you this ques tion: If  87 percent of all new natural gas 

presently  goes at a demand rate, that  is, around $1.60, and this per­
centage is going up all the time, isn’t this about as much price incentive 
to bring in new production as there could be under deregulation?

Mr. Smith . There are two steps in the chain, Mr. Eckhardt. The 
first is to get the new production. As you point out, to date the incen­
tive for new production that  can be committed to the in trasta te market 
has been fairly adequate, an average of $1.60 with individual prices 
ranging all the way from $1.80 to $1.20, depending on the parti cular State.

The second step is to get some of that new production dedicated to 
the interstate market where the people in Rhode Island are paying 
$4.50 per Mcf for  supplementary gas coming out of a synthetic natural 
gas plan t instead of the $1.60 or so they would pay for tha t same 
amount of natural gas coming out of the intrastate market and into intersta te pipelines.

Mr. Eckiiardt. I do not think I disagree with you on t hat  point.
The only thing is, I am merely t ryin g to establish the fact that  the 
diminution of production, diminution of new discovery is not trace­
able, or a t least it is not provable th at that  is as a result of artific ially low prices.

Mr. Smith. When you say not provable, it would depend on the 
standards of proof, and I would not be surprised if you and I might disagree on what was-----

Air. Eckiiardt. I would hope we could get into agreement on something.
The point I am making is that about 87 percent, as we say, of new gas is going into intras tate markets.
Air. Smith . Yes, sir, exactly.
Air. Eckiiardt. It  is commanding a demand price, and tha t is increasing? •Air. Smith . Right.
Air. Eckiiardt. If  you took off regulations with respect to dryland 

gas, you would not create  any greater incentive for production except by possibly t ha t 13-pe.rcent margin?  *
Air. Smith. Air. Eckhardt,  was that the end of your question, sir?
Air. Eckiiardt. Yes.
Air. S mith. You create two incentives. One would be to divert some of that  gas that is going into the in trasta te market.
Air. E ckiiardt. I agree with that. I am ta lking  about increased pro­

duction. I am not talking  about diversion to intersta te markets. I agree 
with you on that, if I may be permitted to agree with you on that .

Air. Smith . Yes, sir, thank you. It  took us long enough, but we finally got there, didn’t we ?
Air. Eckhardt. Yes.
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Mr. Smith . The second incentive t ha t would he created, Mr. Eck­
hard t, is t ha t certain  gas tha t is already dedicated to the intersta te 
market, tha t exploration and continued development of certain fields 
and certain production t ha t is already dedicated to in tersta te market, 
would be more economical and there would be an additional incentive 
to develop additional production  from those supplies that  are now 
already committed over and above the  incentive tha t now exists.

So we get both more production from what is al ready dedicated to 
the inters tate market and the shif t tha t we agree on.

Mr. Eckiiardt. How much more ?
Mr. Smith. I do not know, Mr. Eckhard t.
Mr. Christie. I s the question how much more shif t ?
Mr. Eckiiardt. I  understand there would be a substantial shift. As a 

matter of fact, th at is the po int I was making with the witnesses from 
the Federal Power Commission.

The question I was rais ing with the Federa l Power Commission—I 
could not see any reason for much shif t when inte rstate  gas is moved 
from its former figure to 93 cents.

Mr. Christie. We totally agree with you.
Mr. Eckhardt. I do see there could be a considerable sh ift if the 

price were the same, either by virtue of removing control of t ruly new 
gas or by putt ing a regula tion on int rastate gas at  the same level as new 
interstate gas.

Mr. Christie. The former, clearly; the  la tter,  not so clear.
Mr. E ckiiardt. Why not?
Mr. Smith . The la tter , sir, would be a temporary, one-timie operation 

because as soon as you depress the price of intrasta te gas to whatever 
level the inters tate is, you simply cut off the potential supplies of all 
the gas that  is not economically feasible above that level.

It  would be equitable in the sense of guarantees, and we would have 
a shortage in the i ntra stat e market a lot sooner than  we are likely to 
have in any case.

Mr. E ckiiardt. At any rate, there is no question it would shif t a con­
siderable amount of gas in to the  inte rstate market, would it  not?

Mr. Smith . It  is not clear it would, Mr. Eckhardt,  because, as you 
depress the price of i ntrastate market, you would also depress the  de­
mand in the intrasta te market.

If  the prices were equal, he would be sort  of indifferent as to where 
he sold it. I am not prepared to say there would not be some shift, bu t 
it is not at  all clear there would be a massive shif t out of intrastate into 
interstate,  because you are going to get a substantia l increase in 
demand, and those people burn something else.

Mr. Eckiiardt. I think all of us attempted to move in the direction of 
using gas more for its highest and best purposes. Th at is for residential 
and for feedstock?

Mr. Smith . And thi s would run precisely counter  to that. This would 
give the guy that is buying residual fuel oil, for example, incentive to 
burn gas under a boiler. If  you roll those prices back, then gas would be 
cheaper to bum under boilers in the intrastate  market.

Mr. Eckhardt. There are ways that tha t could be handled ?
Mr. Smith. Yes, sir, this would then call for another set of 

prohibitions.
Mr. Eckhardt. Th at is right.



Mr. Smith . Against these kinds of uses.
Mr. E ckiiardt. Tax incentives?
Mr. Kincel. Let me supplement thatwith a few points.
FE A does believe, based on its projections, tha t there would be a 

difference in domestic production in the midterm, by 1985, under a de­
regulated  condition for new natural  gas a t the wellhead compared to 
extension of the current system of price controls to the in tras tate  mar­
ket, even with prices set as high as the current in tras tate  market levels.

The difference would be on the order of 1 trillion cubic feet or mere 
by 1985. There would be less domestic production in 1985 under an 
extension of controls to the intra state market than under deregulation 
of new natu ral gas.

Air. Smith . How much of an increase would we expect from de­
regulation of new natura l gas?

Mr. K incel. We expect a 4 to  4.4 increase over what would have 
occurred under the previous price level of 52 cents per Mcf for new 
natu ral gas. There would be a comparable increase of only 3 trill ion 
cubic feet in total domestic production due to the FP C’s recent price 
increase.

Mr. E ckhaiidt. Thank you.
Thank you, Mr. Chairman.
Mr. Dingell. The Chair recognizes the gentleman from North 

Carolina, Mr. Broyhill.
Mr. Broyhill. Mr. Chairman, thank you very much.
I think  Mr. Smith has made a good point here in response to a 

question a few minutes ago, tha t it is very difficult to say that  by 
holding down the prices tha t the consumers are actually saving money, 
becauso all you have to do is go to page 25 of your analysis to show 
the consumers have as a result of the curtailment in the use of na tural 
gas had to go to other fuels, alternate fuels, and have increased the 
use of these fuels substant ially, including propane, coal, e lectricity, 
and so forth , at a substantially increased price.

So the consumer, whoever that consumer may be, is paying  the 
increased price in an indirect way.

Mr. Smith. Yes, sir , the point I was tryin g to make, Mr. Broyhill, 
he is paying the price in the indirect way and through the method 
you outline. Some companies are paying a price high enough to cause 
plants to  elect, to curtail the ir operations and lay people off, or go on 
shorte r shifts. Even more importantly, the residential natural gas cus­
tomer himself is in many cases paying a higher price for his gas than he 
would pay were new gas deregulated, because it comes from these 
supplemental sources tha t are higher costs than the current int ra­state price of  natura l gas.

Mr. Christie. F or example, prior  to FP C opinion 770, we estimated 
tha t the average residential fuel bill in 1985 would be about $280 for 
the year, increasing from today’s value, or 1974 value, of $170, because 
people would have to substitute alternate  fuels for the gas, and they 
would have that, price increase. That  price increase up to 1980 would 
be greater than the price increase, they would get as a result of the 
770 opinion, because 770 would bring more gas into the interstate 
marke t and, therefore, thei r average fuel bill would be about $250 or 
somewhat less than  continuing under the old price-----
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Mr. Broyhill . My un de rs tand ing of  the  th ru st  of  yo ur  tes tim ony 
is, we do hav e a na tu ra l gas  short age and it is o f con siderable  magni­
tud e th at  will  hav e con siderable  effect on diff erent pai ls  of  the  coun­try ; is th at  correct ?

Mr. Chri stie. I  wou ld like to cl ar ify , s ir,  c ur tai lm en ts th is  yea r are  
grea ter th an  last year.  To  say wh at the im pact would be, you have to  look at the  needs  for  a lte rnate fue ls and the  avail ab ili ty  o f those  a lter ­
na te fuels.

We see po ten tia l prob lems. We  can not say  wi th  ce rta in ty  wh eth er 
any  one St ate will  have a problem  or  will not  have  a problem, bu t we 
have  to look at  the needs for al te rnate fue ls and the av ai labi lit y and price .

There  will  be im pa ct  as a res ult  of  these decreases i n s uppli es  or the  
increase in curta ilm en ts.

Mr. Smit h . W ha t we are  say ing , in sum,  altho ug h the re ap pe ars 
to be ade quate  supplies of al te rn at e fuels wi th the  po ten tia l of some 
distr ibut ion pro blems  in case of  the  cold wi nter or  pr ot ra cted  cold  
spells , as fa r as the phy sical av ai labi lit y of  fue l is concern ed, none­
theless, there is st ill  an economic impac t ove r and above  last  ye ar  of  
somewhere betw een $500 millio n and $600 mil lion , because of  th e in ­
creased cu rta ilm en ts th is  ye ar  ove r las t yea r.

So we h ave go t the  economic impac t. We have had it fo r a numb er 
of yeais . I t con tinu es to  ge t bigg er  every year,  and so fa r we hav e 
manag ed to avo id the kind  of  physical  im pact of ac tua lly  sh ut ting  
down pl an ts  and lay ing peop le off’ in mass ive num bers th a t cle arly is 
going to come unless we find some w ay to increase our  dom estic n at ur al  gas pro duction .

Mr. Broyhill. The  F PC  te stimo ny was indica tin g very lit tle di ffe r­
ence betw een th is  he at ing season and last  he ati ng  season , yet th ei r 
own figures show th at  del ive ries to Nor th  Ca ro lin a wou ld 'be close to 25 p erc ent less.

Mr. Smit h . Yes, sir.
Mr. Broyhill. An d when  you  comp are  the est imate s or  pro jec ted  

del iveries  contr act ed  fo r demand, th at  is, the  req uir ement s th at  were 
contr act ed  fo r some tim e ago, th at deliveri es are  less th an  ha lf,  there is a se rious s itu ati on  in  many  p ar ts  of th e country.

It concerns me the  Co ngress  ha s n ot been wi llin g to  face up  to  it  an d 
to let No rth  Ca ro lin a consumers com pete fo r the  supp lie s th at are ava ilab le.

Mr. S mit h . I he poi nt made in Mr. Ch ris tie ’s sta tem ent, th at su p­
plements th at  obs erv ation, Mr. Br oy hi ll,  is th at  whi le there  are de ­
creased del ive ries, there are  also  increased  req uir em ents fro m the se 
hig her p rior ity  customers.  There are  more homes th at  have been hooked 
up to gas, more sm all commercia l e stabli shm ents t hat  hav e l>een hooked  
up  to gas s uppli es in the in ter im , so tha t the dem and  fro m the  h igh est  
pr io ri ty  is taki ng  the largest sha re of  the  t ota l gas  sup pli es,  m eanin g 
those in the  low er pr io rit y.  Th e indu str ia l and  ut ili ty  cus tom ers  in 
No rth  Ca rolin a are  go ing  to tak e a much big ger red uc tion th is  wi nter  than  last.

An d we sha re yo ur  concern ou r inab ili ty  to dea l wi th the problem to date .
Mr. Broyhill. Th an k you.



Mr. D ixgell. The Ch ai r t ha nk s the  gentlemen. The time of  th e gen­
tlem en has exp ired.

The C ha ir  recognizes th e gent lem an from Con nec ticu t.
Mr. Moffett . Thank you,  Mr. Chairma n.
I must say , I am again  str uck by the  comments of both  the  wit­

nesses an d the gentl eman from  Nor th  Ca rolin a on t he magic by which 
you allow th e cost o f con sumers------

Mr. Broyiiill . I neve r said t ha t,
Mr. Moffett. If  t he gen tlem an will allow me to comment, they are 

say ing  t he  F PC  price  rise is somehow going  to  cost consumers less be­
cause  of  th e alt erna tiv e fuel  s itu ation .

I would like  to see the  Congress deal with  th is  matt er , jus t as the  
gen tleman from No rth  Ca ro lin a would, but not by givin g the  stor e 
away to  th e companies which have ample  incentive now to produc e 
and  a re not d oin g so.

Th e sum ma ry of which  1 am very app rec iat ive , and  the  rep or t, are 
very he lpf ul . They again  mentio n a num ber of Sta tes , and  you may  
have he ard  my question to the FPC  Commissioner.  Con nec ticu t is not  
on the  list of probable State s— I th ink th at  is co rrec t, isn 't it ?

Mr. Christie. Th at  is correc t.
Mr. Moffett . W ha t can one conc lude abou t Conne ctic ut, fo r e xam­

ple. an d the prospects?
Mr . Christ ie. I would refe r you, I th ink,  f irst  to  the section on New 

Eng land  which 1 jus t quoted, and th at  is on page 49, where, gen era lly  
spe aki ng , I th ink in effect what you will find in New Eng land  is t ha t 
di st ribu to rs ’ companies have  looked fo r su pplemental sup plies o f LNG  
and SN G,  an d you are  go ing  to find t he  cus tomers in New En gland and  
Connect icu t pa yin g high er  prices  t ha n the y would have if  t he re were 
no curta ilm en ts.

We  do no t p roject  any  di fficul ties with  r egard  to t otal  su pplies  of g as 
or  al te rnate fuels.

So we th ink they will  have ade quate  su ppl ies  to he at th ei r homes a nd 
use gas or  al te rnate fuels, but the y will be payin g a high er  p rice.

Afr. S mit h . The  p oin t we were  t ry in g t o make is, a su bs tan tia l quan- 
I ity  o f t hose supp lies  tha t are  goin g to  con tinu e to hea t New E ng land 's 
cus tom ers ' homes th is  winte r comes from  imported EN G at som eth ing  
close to  $4.50 to $5 pe r Mcf, from  syn the tic  na tura l gas,  any where  
fro m $3 to  $4.25 per Mcf.

These changes are  rolled in to  and  ave raged into those consum ers'  
gas  b ills , and  they are  pa yin g th at  increment fo r th ose  add ition al su p­
plie s inst ead of  pay ing  th e $1.60 o r $1.70 th at  would  be r equ ired to  firs t 
get  more in tra state gas into the in ter sta te system  del ive red  to them ; 
and, second, get  m ore increased domestic pro duc tion.

Mr. Moffett. Mr. Sm ith , T am well acq uainted wi th th at . I  hav e 
sat dow n wi th our di st ribu ting  companies, and  the y have said  the  
same  thing . We hav e ha d th is  discussion m any , many t imes .

I do no t even mean to  g et in to th is  arg um ent again , because we are  
bas ica lly  tryi ng  to find wh at the  curta ilm en t pictu re  is—all I  am 
sayin g is. W hy  in the  wor ld are  we n ot, as a gov ernment, doing  more 
about findin g out what the rea l supp ly sit ua tio n is, wh at the  rea l 
reserve s itu ati on  is, why we a re not g et tin g as much production ?

Tha t is all T am say ing . I do not th ink we have  dug deeply  enough.
T belie ve you said th at  ad di tio na l sup plies will come about as a
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result of the FPC decision, and tha t the supply would also increase with 
deregulation—I think you said by 3 Tcf.

Mr. Christie. Yes.
Mr. Moffett. Can you tell us a little more about the methodology in ­

volved in coming to that conclusion ? Le t us take the 3 Tcf for openers.
How do you arrive  at tha t ?
Mr. Christie. Basically, we go out and look at estimates of re­

sources, and we estimate supply curves for additional reserves that  
will be brought on at different prices in different regions onshore 

,  and offshore. The supply  curves indicate the availab ility of gas at d if­
ferent prices. For  our overall projections, we go through  an equilib­
rium model to try to figure out what the demand would be and what 
the supply would be, given the supply curves.

» We sta rt with a resource base, and we estimate supply curves for
different regions as to how much reserve additions might be brought 
on at different price levels. That is the process we go through.

Mr. Smith . There  is also another  component. Mr. Moffett, and that  
is, as the price of interstate  gas rises g radually with this kind of an 
approach, a number of people who now have the capabili ty to go to 
alternate fuel and do so only when they are curtailed , reach a point 
when the alternate  fuel is more economical than the other.

There is a curve for the increased demand of gas delivered by in­
terstate  pipelines, leaving it to go to those people who do not have 
any alternate .

Mr. Moffett. If  a customer went to No. 2 oil, for example?
Mr. Smith . Yes, sir.
Mr. Christie. If  utiliza tion changed to No. 2 oil, tha t would free 

up more gas for higher priority users.
Mr. Moffett. Y ou feel f airly comfortable then of your estimates of 

what increased supply might be gained ?
Mr. Christie. We feel comfortable there will be increased supply of 

tha t order  of magnitude.  2\Iy office is currently going through the 
procedure of improving our calculations, but the methodology is the 
same. For example, next year if we come in with different numbers, 
it will be because we have learned things about the length of t ime it 
takes to bring  on a discovery in the offshore area onto actual produc- « tion.

So you may see adjustments in the future in these numbers, but we 
are quite confident there will be increases in supply associated with 
increased prices for new gas or with deregulation, which is also in- 

* creased prices for new gas.
Mr. Moffett. One more question. Is it true FEA is planning yet 

another publ ication on natu ral gas?
Mr. Christie. We are planning to publish the report  which I  gave 

you today in dr aft  and make it available to the public.
Mr. Moffett. I mean one of your pamphlets.
Mr. Smith. Not before Januar y 20, tha t is for sure.
Mr. Christie. Not tha t I  am aware of.
Mr. Moffett. Thank  you.
Mr. ^.IX GEL L- I he Chair  thanks the gentleman from Connecticut. 

The Chai r recognizes the gentleman from Texas.
Mr. E ckhardt. I note in the full statement here, Mr. Christie,  that 

you really talk  about two things. One, what you thin k ought to be
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done in th e lon g t erm , w hich is to  dere gulate na tura l g as, an d I am no t 
qu ite  sure wha t you mean  by th at , wh eth er you merely  mean new 
na tu ra l gas from new geological str uc tur es , wh eth er you m ean to  ta ke  
gas  com ing  out from  unde r co nt ract and take  off reg ulati on , wh at do 
you m ean  by it ?

Mr. C hri stie. We rea lly  mean  new na tura l gas. W ha t we are  i nt er ­
ested in is wha t is in the  na tio na l inte res t. To me as an ind ivi dual,  
th at  means  new na tu ra l g as should  be de regula ted .

Mr. E ckhardt. T ha t is gas  t hat  is to be produced now fo r the first 
time fro m a new geological  st ructure,  r ig ht  ?

Mr. Christie. Yes. Ge neral ly spe aking, yes.
Mr. E ckhardt. Then the  second th ing you are  ask ing  f or  is a sh or t­

term  b ill,  a mi you refe r here  to the ad min ist ra tio n’s recomm ended bill 
to give au th or ity  t o allow the F P C  to permi t in ter sta te pip eline  com­
pan ies  cu rtai lin g high  pr io ri ty  cus tomers to acquire na tu ra l gas at  
free ma rke t prices not to exceed ISO days  an d au thor ity  to allow in te r­
sta te pip eline  companies to tran sp or t na tur al gas  from  the  in tras ta te  
mark et which is purcha sed  di rectl y by curta iled hig h pr io ri ty  cus­
tom ers  at  free market prices. Tha t is essent ially the  short -te rm  thing .

Sup pose we went with that.  Sup pos e we went with  yo ur  short- term 
pro posal , and we tri ed  to get quick actio n on it. Would we be con ­
fro nted  wi th the  same situa tio n or would you aid  and  abet in th e same 
sit ua tio n th at  existed las t tim e? Tha t is, to  roll  in the whole question, 
the  long-te rm so lution into  ou r tempo rary  bill ?

We have a lit tle  dif ferent  sit ua tio n now. We are  go ing  to have  a 
dif fer ent Pres iden t at the  begin ning  of the  yea r. Would you th ink it 
might  be adv isab le to sim ply  su pp or t th is committee in at tempt ing to 
solve the ra th er  noncontroversial short -te rm  questio n or would you,  
again , join in those  who, it seems to me, a tte mp ted  to va ul t th is whole  
quest ion  of  a sh ort -te rm  questi on into  a long term ?

Air. C hristie. It seems to me th at  is a question th at  is lef t up  to 
the Con gress as to what pieces  they put tog eth er.  I would make a 
com ment th at the  shor t-t erm leg islation is not a lon g-r ange  solu tion . 
It  does not  prev ent  the  disease. The  short -te rm  leg isla tion, which has  
been p rop ose d, is on ly som eth ing  to ad dre ss th e visible  causes  of  disease. 
I t is no t a p rev ention o f th e disease  in the fut ure.

Mr. D ingell. Wou ld the gen tleman y ield?
Mr. E ckhardt. Sure ly.
Mr. D ingell . 1 th ink,  gen tlem en,  you ought to un de rst and Mr. 

Eck ha rd t is expre ssing concerns th at  are  very  cle arly mine. Ju st  to 
recast  some ra th er  difficult his tory  of  th is subc omm ittee , you will  re­
call we had a pro posal which commenced in the  Rules  C omm ittee  and 
ca rri ed  over onto the  floor, and it got in the  Democra tic caucus and  
ev erything  else re la tin g to the  sub ject  of a t em po rar y short -te rm  pr o­
posa l as opposed  to a lon g-term  proposal.

Whil e I am alw ays  symp ath eti c in tryi ng  to cure  the  sho rt- ter m 
problem first and  the n at tack  the  long-te rm problem, I feel very 
dee ply  and I would be compelled to be deeply ou tra ge d if  I were to 
st art  out  on some represen tat ion where we would be deali ng  w ith  the  
sh or t-t erm proposal, then find ourselves confronted  wi th an effort to 
convert  th at  into a piece of  long-rang e leg islation  wi th whi ch I 
migh t not agree or with  which I  m igh t even agree.



Mr.  E ckhardt. Mr. Ch airm an , you exp ressed  exact ly the  way I 
feel, as I th ink my ques tion s hav e ind ica ted .

Mr. D incell. T he  gentl em an a nd  I hav e understood very c losely on 
th is issue.

Mr.  E ckhardt. I have not  mad e up my mind  on dereg ula tio n if 
de reg ula tion is very close ly confined to new geological discover ies. Bu t 
I have not yet. rejected the pro posal  th at  there be some regu latio n of  
both in tra sta te  and in te rs ta te  gas.

How ever, I do not see how we can solve th at  before an emergency 
bill  could be pu t into effect if  it is to  be effec tive at all.  That  is the 
sit ua tio n we were placed  in las t time . As soon as the emergen cy bill  
became a lon g-term  solution bill , it became impossible fo r us to  even 
pass the  emergency bill in time to  do any  good.  I sor t of  feel like  I 
am sta ying  in the movie house fo r the  second show.  It  jus t seems  to 
be a complete  repe at of  la st ye ar ’s pe rfo rmanc e.

Mr. Ch air ma n. I would like to ask  unanimous consent  to  i ns er t into  
the l-ecoi-d s oi l o f a s um ma ry of  wh at hap pened las t tim e, th at  I pr e­
pa red shor tly  a ft er  th at  tim e.

Mr. D ingell . W ith ou t object ion , so ord ere d, and it will ap pe ar  at 
th is  poin t in the record.

[Th e f ollow ing  inform at ion was received fo r the re co rd :]

F E A ’s F righ te ning  F orecast

I ii Aug us t of  th is  yea r th e  Fed er al  Ene rg y A dm in is tr at io n  filed a re port  ca lle d 
“Tlie  N atu ra l Ga s S hort age: A P re lim in ar y  R ep ort .” T he re port  sa id  th a t the 
n a tu ra l ga s sh ort ag e ha d be en  gr ow ing ra pi dl y,  th a t la s t year' s cu rt a il m ents  
were up  to  2 tr il li on  cu bic fe et , or 10 per ce nt  of  th e to ta l de m an d,  an d th a t fo r 
1975 they  were lik ely  to in cr ea se  to  *15 perc en t to  2.9 tr il li on  cu bic feet , ab ou t 
15 per ce nt of  de man d.  “E ve n w ith  n a tu ra l ga s der eg ula tion ,” sa id  th e re po rt , 
“sho rt ag es  ca n l»e ex pe ct ed  to grow  in ea ch  su cc ee di ng  w in te r fo r se ve ra l ye ar s 
an d co uld ap pr oa ch  1.9 tr il li on  cub ic  f ee t in th e  1976-77  hea ting  se as on .”

FE A ga ve  a  h in t to w anl th e  te m pora ry  so lu tion  in it s fin ding  th a t “be ca us e 
of  th e eco nomic slo wd ow n an d  mu ch  hig her  pr ices , no  sh ort age an d po ss ib ly  a 
su rp lu s ex is ts  in th e in tr a s ta te  m ar ket s,  p ri m ari ly  Lou is ia na , Tex as , an d O kl a­
ho ma.” Th ou gh  th e re port  st a te d  th a t th e  P re si den t wo uld “an no un ce  hi s de ­
cis ion on po licy ac tion  to  m it ig ate  th e sh ort ag e w ithi n th e nex t few wee ks ,” 
th e P re si den t di d no t se nd  up rec om men de d legi slat io n.

CONGRESSIONA L RES PON SE TO TH E “ EMERGE NCY ”

Co nseq ue nt ly , Jo hn  Dinge ll,  C ha irm an  of  th e Su bc om m itt ee  on Ene rg y an d 
Po wer , alo ng  w ith  hi s C ha irm an , Il a rl e y  Sta gg er s,  C ha irm an  of  th e  In te rs ta te  
an d Fo re ig n Co mm erc e Com mitt ee , in tr od uce d II .R . 9*164. Thi s bil l was  s olely  fo r 
th e puri>ose  of  de al in g w ith  th e  em erge nc y.  P ri m ari ly , it  af fo rd ed  ac ce ss  by p ri ­
or ity pu rc ha se s to  ex cess in tr a s ta te  gas, perm it ti ng  th e in tr a s ta te  pr ice to  ap ply.  
Also , it  pr oh ib ited  us e of  n a tu ra l ga s as  a l>oiler fuel under cert a in  co nd iti on s,  
prov ided  that,  pr od uc tion  in  ce rt a in  fie lds  lie a t th e  max im um  eff icie nt ra te , p ro ­
vide d fo r a te m por ar y em erge nc y pr od uc tion  ra te , pr ot ec te d avail ab il it y  of  ga s 
fo r ag ri cu lt u ra l us er s,  and oth er w is e fa c il it a te d  flow of  ga s in to  sh ort age s it ­
uat io ns  i n in te rs ta te  co mm erc e.

SEN ATE  ACTION

An id en tica l bil l, S. 2310, was  in tr odu ce d in  th e Sen at e,  bu t when it  go t to  th e 
floo r it  was  am en de d by th e  Pe ar so n- B en tsen  Amen dm en t. Thi s ad ded  a new  
ti tl e  ex pa nd ing th e bil l fr om  an  em erge nc y bi ll to  a dere gula tion  bil l. T it le  I I  of 
th e Se na te  bil l rem oved  from  co nt ro l ga s sol d or ded ic at ed  a ft e r Jan u a ry  1, 
1975, an d ga s pr od uc ed  fr om  new well s (e ve n th ou gh  dra w in g fro m old  re se r­
vo ir s)  br ou gh t in a f te r  th a t dat e.

Sin ce th e H ou se  Su bc om m itt ee  on E ne rg y an d Pow er  ha d elec ted  to  m ee t th e 
“c ri si s” en visio ne d by th e FE A.  an d no t to  de al  w ith  th e  ve ry  co ntr over si al  ques-



tion of decontro l, it red raf ted  its bill so as not to amend the Na tur al Gas Act. 
This  made a broad amendment, such as Pearson-Bentsen, not germane to the 
red raf ted  hill.

The more the  Subcommittee on Energy and Power heard about the  na tur al 
gas shortage,  the  less credib le the emergency forecast appeared. It  was found 
that  pipel ines had not even insis ted on the ir contrac t rights  to receive cer tain  
qua nti tie s of gas from producers. It became more and more to a ppear th at  suffi­
cient quantiti es of excess intra sta te  gas to take care  of all in ter sta te demands 
existed and that  they would be released for that  purpose  if in tra state prices 
were perm itte d to l>e paid when gas crossed sta te lines.

HOW  GA8 WAS FOUND FOR HIGH ER  PRIC ES

The Fed era l Power Commission allows gas allo tted for the in tra sta te  market 
to be dive rted to the  int ers tat e market for <50 days  if an emergency shor tage  
exis ts in the int ers tat e mark et. Thus, such gas, normally produced and sold in 
the same state, can l>e moved by pipeline to ano ther sta te under a contrac t by 
the purchaser without being subject to price controls. In such case it sells at  a 
price between  $1.50 and $1.90 per thou sand cubic feet. Otherwise,  the wellhead 
price would be about. 52 cents, or less, and the delivered price, about $1.00 per 
thou sand cubic feet.

For  example , an est ima ted 32 billion cubic feet of gas is now involved in six 
sales under FPC 00-day emergency rules. The average price of thi s gas is $2.62 
per thousand cubic feet, about three  times  wha t would have been realized on 
the  ord inary inter sta te market. When producers found such a price avai lable  
in the mark et, they also “foun d” the  g as to supply that  market , and  the  shortage 
seemed to evapora te.

Thus, the  Subcommittee on Energy and Power  found itse lf on shi fting sands 
as respec ts the factual  basi s for emergency legislation. However, a near panic 
situ atio n amongst constituen ts of nor thern and northe aste rn Represen tatives 
had been crea ted and this  will not quickly subside. But  there remained litt le or 
no factual basis  for  it.

The subcommittee  could have  let the bill die in committee, with  no grave risk 
of harm . But to let it pass would no t harm  consumers and seemed a desirable 
precaution.

subcommittee’s dilemma

However, the subcommittee was in this  posit ion : it  had not had time fully 
to hear  the  pros and cons of such proposals as deregulation and. optionally, 
extension of contro ls over in tra state gas. Both of these proposals were before 
the committee in various hills. If it  were to act at  all on the  1975-76 winter 
situation, it  must act  quickly. Obviously, it  would be d isas trou s to release a bill 
which would be a vaulting  j>ole f or oil and gas and pipeline intere sts  to vau lt 
out of the  na tur al gas pr ice cont rols arena.

And the danger was imminent. Representative Bob Krueger of Texas had 
atte mpted  to substitute  for  the  tempora ry contro ls the  Pearson-Bentsen Amend­
ment language decontrolling large quant itie s of natura l gas. Since the  bill was 
narrowly  drawn, thi s amendment was  held not germane. However, he introduced 
a second amendment tha t removed price contro ls for seven years and protected 
the contract s entered into during th at  time from price  regulat ions, permanently. 
This  was defeated  in subcomm ittee and failed  on a tie  vote when it was i nt ro­
duced by Representat ive Clarence Brown of Ohio in the full committee.

Obviously, the dang er was  there—the dang er that  the whole, highly complex 
and techn ical question of price  control or decontrol would be fought out on the 
floor without  any committee guidance, any committee opportunity  to attempt 
to reconcile  differences  and  arr ive  at  a rationa l method of dealing with gas 
pricing.  Clearly, under decontrol, gas  prices  would esca late rapidly  to meet the 
high, car tel  price of oil. ultimately  loading about  $30 billion a year consumer cost on the economy.

It  would have been the  height of irresponsibil ity for the  committee to have  
done less than attem pt to limit the question to the actual issue that  the  FEA 
had brou ght  before Congress and th at  had  been the  principal subject of com­mittee inquiry .

Consonant  with  these considerations, on November 20, the subcomm ittee 
repo rted  the  narrow bill to deal with thi s win ter’s allocat ion problems only. 
On December 2 the  bill was  reported out of the full committee. Dur ing all this
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time, the committee and its staff had been swamped with work on the complex 
Commerce energy bill tha t dealt  with oil pricing. The report on the emergency 
gas bill was filed on December 15. If the bill were to have any impact at all on 
this season’s problems, it needed to be passed promptly.

STAGGERS SE EK S SU SP EN SION  OF RULES

Therefore, Chairman Harley Staggers wrote a letter to the Speaker of the 
House requesting tha t the bill be placed on suspension on December 15 or 16. 
He pointed out the situat ion described above and the fact tha t the emergency 
provisions were not significantly controversial, but tha t the addition of the 
issue of deregulation would make it exceedingly controversial.

g When a bill is brought up under such a suspension of the rules, it may only
™ be voted up or down. It may not be amended. Of course, if the bill had come

up in this way, the oil and gas ploy would have been thwarted. They needed 
an opportunity to amend so as to alt er drastically the simple, relatively non- 
controversial bill to a highly controversial decontrol bill. They cared not one 

« whit tha t consumers might run short of gas if the bill was bogged down in
controversy. What concerned them was the golden opportunity of trebling the 
price of inte rsta te gas.

The Speaker replied on December 15 tha t he would not place the bill on 
suspension and requested tha t Chairman Staggers come before the Rules Com­
mittee for a rule. The Rules Committee hearing was set to consider the matte r 
at  2 :00 PM on December 16.

SP EA KE R’S DE LP HIAN  PRO NOUNCEMENT

On tha t morning about 11:00 AM I, as Chairman of the Democratic Study 
Group, at  the direction of its executive committee, met with the Speaker. With 
me were Frank  Evans of Colorado and Richard Ottinger of New York. W’e 
urged the Speaker not to press for a rule and not to take the matter away 
from the Committee on Inters tate and Foreign Commerce through drastic  Rules 
Committee action.

He stated to us tha t he would not recognize anyone to bring up the bill other 
than the Chairman of the Committee on Interst ate  and Foreign Commerce or 
someone designated by that committee to handle the bill. He also indicated, as 
I understood it, tha t he would ont use his influence to cause the Rules Com­
mittee to take action adverse to the Committee on Interst ate  and Foreign Com­
merce. He would simply not press the Rules Committee to take action one way 
or another.

RULES  COMM ITTEE HEARING

I reported this conversation to Chairman Staggers, and Chairman Staggers 
decided to appear before the Rules Committee only as a mat ter of courtesy to 
tha t committee and to the Speaker. When he did appear  before the committee 
he made it clear tha t he was not thus submitting the bill for thei r consideration 

* nor asking for a rule. He said he desired tha t the bill pass and tha t was the
reason why he had asked for a suspension, but tha t he did not desire a rule on 
the bill.

Subcommittee Chairman John Dingell took precisely the same position. In 
answer to a question, he stated  tha t if a rule were granted however he would 

« handle the bill on the floor.
Representatives Brown and Krueger urged that  a rule be granted, each asking 

tha t his amendment be made in order as a substitute.
Representative Don Fraser appeared before the committee and pointed out 

tha t he had a bil before the  Inters tate  and Foreign Commerce Committee calling 
for extension of regulation to intr asta te gas and providing for pricing of both 
inte rsta te and int ras tate  gas at levels which would encourage production. Recog­
nizing tha t there had not been sufficient time to consider his proposed bill in 
committee, he preferred tha t a rule not be granted but urged that , if one were 
granted, tha t his bill be made in order as a substi tute in the same manner as 
the Krueger or Brown Amendments.

All other members of the Interst ate  and Foreign Commerce Committee who 
appeared before the Rules Committee supported the position taken by Chair­
man Staggers and Subcommittee Chairman Dingell.



92

RULES COMM ITTEE’S DRASTIC  ACTION

The  Rul es  Com mitt ee  th en  t oo k tw o d ra st ic  an d un us ua l a c ti o n s :
F ir s t,  in sp ite of  th e co m m it tee ch air m an 's  no t ha ving  su bm it te d th e m att er 

to  th e  Rules  Com mittee  fo r a ru le  (a nd his sa yi ng  he did no t wa nt  a ru le ),  th e 
R ul es  Com mitt ee  fa sh io ne d one.  The re  wa s mu ch test im on y th a t no em erge nc y 
ex is te d  a t 'the pr es en t tim e.  The  ex is ting ru le  of  th e Rules  Com mittee  pr ov id es  
that,  a t th is  la te  tim e in  th e  se ss ion hi lls wi ll no t l>e co ns id ered  by th e Ru les 
Com m it tee un less  they  ha ve  be en  su bm it te d by th e C hai rm an  of th e co mm itt ee  
to  th e  Spea ke r as  em erge nc y m at te rs , an d by th e Sp ea ke r to  th e Ru les  Co m­
m it te e  a s  em ergency m at te rs . T he  Rules  Com mitt ee  ne ve rthe le ss  gra nte d  a ru le  
on  t h is  bil l in  th e fa ce  o f test im on y th a t an  em erge nc y no  long er  ex is ts , if  it  ev er  
did.  gSecond , in sp ite of th e fa ct th a t th e Su bc om mitt ee  C ha irm an , Mr. Dinge ll (w ho  "
wou ld  ord in ar il y  ha nd le  a  bil l on  th e flo or)  ha d ag reed  to  han dl e it in ca se  a ru le  
w as  gra nte d , th e Rules  Com m itt ee  ad op ted a ru le  with  th e  mo st un us ua l pr ov i­
sion  th a t th e  Spe ak er  shou ld  reco gn ize  an y mem be r of  th e  co m m itt ee  s ee king  to  
b ri ng  u p th e hi ll under  t h e  rul e.  <

Su ch  pr oc ed ur e ha s ne ve r be en  ap pl ied,  so fa r as I know , to  bi lls  be ing  de al t 
w ith in  good fa it h  by a co m m it tee an d it s C ha irm an , Ju dg m en t co nc erning  tim in g 
fo r th e  se ek ing of th e ru le  ha s, in su ch  ci rc um stan ce s, al w ay s been le ft  to  th e 
C hai rm an  of th e co mm ittee .

Mem be rs  a re  us ua lly ve ry  co ur te ou s to  ea ch  o th er an d co mm itt ee s ar e  pu nc ­
ti lious in  th e ir  in te rr e la ti ons.  W he n cu stom s of re s tr a in t an d de fe re nc e are  
flau nt ed  in  so ca val ie r a fa sh ion,  on e seek s an  ex pl an at io n.

TH E STRATAGEM IN  SUM MAR Y

The  co ur se  of  ev en ts  th a t I ha ve  de sc rib ed  exposes , I th in k, th e  st ra ta gem  
of  th e  oil  an d ga s lobby.  High st akes are  inv olv ed. Bec au se  der eg ul at io n of ga s 
wou ld  ch an ge  w ha t has  bec ome a  long tim e if  no t pe rm an en t st ru c tu re  of  co n­
trol , th e  st akes invo lved  a re  mu ch  la rg er th an  thos e inv olved in  oil pr ic e re gu la ­
tio n.  Lo bb ying  ef fo rts  ha ve  been mor e in tens e,  mo re  un ifie d, an d ha ve  invo lved  
a w id er  se gm en t of in du st ry .

The  st ra ta gem  inv olve d th e  us e of  th e bill  as  a la un ch in g pad  fo r th e der eg u­
la ti on  of  n a tu ra l gas. The  fir st st ep  in ca rr yin g ou t th e st ra ta gem  was  FEA 's 
del ib era te  tr ig ge ring  of  th e pan ic  ab ou t a w in te r sh ort ag e of ga s. Thi s w as  de ­
sign ed  to  pe rs ua de  co ns um er -o rien te d Co ng res sm en  from  th e N or th  an d N orth­
east  to  ta ke  ac tion  on  pe rm an en t der eg ul at io n in a t atm os ph er e of pa nic.

The  sec ond st ep  was  on e th a t th e  Su bc om mittee  on Ene rg y an d Po w er  was  
fo rc ed  to ta ke  ou t of  a sens e of  re sp on sibi lit y.  As in  a ch es s ga me , th e Subcom ­
m it te e ha d to move or else  ri sk  se ve re  sh ort fa ll s of  ga s duri ng th e  win te r. Th e 
co m m it tee ha d to move qu ickl y an d de ve lop th e  fa ct s as  it  proc ee de d.

The  th ir d  st ep  was  en gi ne er ed  in  th e  Sen at e by th e lobby : th e ta ck in g of  th e 
Pea rs on -B en tsen  A men dm en t on th e  Sen at e em ergency bill.

At th is  po in t it  ap pe ar ed  so ea si ly  w ithi n reac h to  br in g ab out ga s der eg ul a­
tion  by pu tt in g  th e  sa m e am en dm en t (t he K ru eg er  Amen dm en t) on th e Hou se  >
bil l, th a t th e Spe ak er  w as  im pe lle d to  ex er ci se  hi s po wer  to  bri ng th e Ho use
em erge nc y bil l qu ick ly  to  th e  floor, even  if  it  were ne ce ss ary to  ac t ag ai nst  th e
ex pr es s po si tion  of  th e le ad er sh ip  of  th e  In te rs ta te  an d Fo re ig n Comm erce
Com mittee . I t was  he  th a t ca us ed  a m ee tin g of th e Rules  Com mitt ee  an d fo rced
Mr. S ta gge rs  an d Mr.  Di ng ell  to  appear be fo re  it  on pai n of  los ing co ntro l *
al to get he r.

Thi s is  w hat br ou gh t ab ou t a st ra nge  an om aly,  a si tu ati on  of  th e Sp ea ke r an d 
th e Rul es  Co mmitt ee  coldly re je ct in g th e recomme nded  co ur se  of  th e  co mmitt ee  
of th e Hou se  to wh ich  is  as sign ed  th e in it ia l ri ght to  rec om men d an d gu ide in  
th e field of  en ergy  pr ic in g an d co nt ro l. C on trar ily,  th e Rules  Com mitt ee  w ar m ly  
em br ac ed  th e  pr og ra m  fo st er ed  by th e oil an d ga s lobb y, th e A dm in is tr at io n,  
and th e m in or ity par ty . Th us , th e m ac hi ne ry  of th e Hou se  is  tu rn ed  ag ai nst  
its el f.

Mr. Christie. Mr. Chairman, may I  make a clarify ing point?
Mr. Dingell. Certainly.
Mr. Christie. Back on the question of new gas, new geological for­

mations, our estimates of total new production included some assump-



93

tions about changing, deregu lating  contracts  as well, rollover con­
tracts, not previous contracts .

Second, both short- and long-term legislation are needed, and it is 
not up to any of us at this table to determine whether or not those 
would be proposed together or separately.  But I would just refer you 
back to the letter  which the Administrator sent to the Speaker of the 
House with regard to the short term.

Mr. Eckhardt. Thank you, Mr. Chairman.
Air. Dingell. The Chair recognizes the gentleman from North 

Carolina.
Mr. Broyhill. Mr. Chairman, I most respectful ly take issue with 

the gentleman from Texas. I think the burden is still on th is Congress 
to come up with a long-range solution, and I do not  see any need to 

% delay that. I feel like we are still in the same book; we are just  in a
later chapter. And all I do not know, this is a second or rerun of the 
same show. I know a lot of the same issues we discussed before we 
are going over again . But the need is still before us to come up with 
a long-range solution.

There is no time to, as I see it, to enact any legislation tha t would 
help out all of us this heating season. So why not sta rt out immediately  
when we reconvene in Jan uary to come up with some long-range 
solution.

Mr. Eckhardt. Would the gentleman yield ?
Mr. Broyhill. Yes.
Mr. Eckhardt. I do not disagree with the gentleman on that 

proposition.
Mr. Broyhill. I appreciate  the clarification.
Mr. E ckhardt. I just  express the regret last time when we had a 

short-term solution, i t could have worked, then it prevented us-----
Mr. Broyhill. This  is where we disagree, why we could not have 

gone ahead with the long-term solution.
Mr. Eckhardt. We could have if we had a conference appointed.
Mr. Dingell. The Chair  recognizes Mr. Schroeder for the pur­

poses of asking questions.
Mr. Schroeder. Mr. Christie, you point out several times in your 

statement and explain on page 7 the fact the FEA curta ilmen t study  
"> and the FP C study, which we heard earlier  this morning, are very

different kinds of studies. In fact, you try  to take into account things  
like demand growth  due to economic expansion, new hookups and the 
like.

* I think  also an impor tant difference, if  I understand you correctly,
is th at your report tries to look at both the interstate and intrastate  
end-use market, so in a very real sense, the two reports do not mesh 
very easily: that is, the FPC looks at only part  of the tota l gas  system. 
You are tryin g to look at the entire system.

Have you looked at or tried  to look at the relationship of tha t 
portion of your study which relates to interstate markets? In other 
words, can one safely take the FPC curtai lment  estimates tha t we 
heard earlier, a 0.3 trillion cubic feet increase this winter, and tra ns­
late tha t into any increase in end-use impacts for inters tate 
customers? _  _

Mr. Christie. No.

83-8 37 0  - 77  - 7
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Mr. Schroeder. We are confronted then with a si tuation  where we 
have two different reports with two very different purposes, two d if­
ferent  subject areas at least. I guess I am concerned, I expect you 
are, too, t ha t the potential for misunders tanding of the curtailment 
outlook becomes pretty substantial when there are two substant ially 
different kinds of surveys circulating.

Has there been a decision made to try to supplement or replace 
the FPC type of curtailment study with the FEA curtailment s tudy? 
Or will we instead continue to have two curtailment studies, first, 
the FPC study which is largely irrelevant with respect to end-use 
impact, and then the FE A study which is largely irrelevant with 
respect to just inters tate customer impacts? Which way are we going 
to go ? Do you have any sense for that ?

Mr. Christie. Firs t, I would say the reports are complementary. 
They are not competitive. Second, to the extent the Congress and 
future adminis trations  see a need for unders tanding each winter 
situation , I think  you will see a need for the kind of report which 
FE A produced this  year addressing the total market to the extent 
we can.

Mr. Schroeder. Let me just  interrupt. I have to say I find the 
approach you have taken much more helpful, I think much more 
comprehensive, than  the FPC approach. I am not  trying to criticize 
what you have done. But I think it is safe to say tha t the two studies 
do not overlap in any meaningful way. You cannot trans late the 
FPC numbers directly  into FE A numbers.

It  makes for a very confusing situation when the press gets FP C 
early projections in June, as they did this year, of what the winter 
curtailment, outlook is and then we have to wait, I guess, until October 
before the F EA tel ls us what t ha t means in terms of end-use impacts.

Do you not think  th at is a lit tle b it less than ideal use for  reporting 
and analyzing the curtailment situation ?

Mr. Christie. You might say it is less than ideal. I think we and 
FPC work reasonably well together today. Afte r sitting down with 
GAO last week it  appears we could work a litt le better in terms of the 
timing of various events. If  you have constructive suggestions, I 
would be glad to deal with them.

Addressing different markets and different audiences, and the 
FPC has an audience t ha t is interested in tha t information and we 
are trying to look at it from a more overall national perspective and 
ident ify potential problem areas so people can focus on those ques­
tions and try and avoid serious or severe impacts, but I am not con­
vinced we should by fiat decree that one or the other should no t exist.

Mr. Smith. I think that  is the key point. Both are a component of 
the problem. They both come at the natural gas situation  from dif­
ferent  aspects. FPC is constrained by its jurisdic tional limitations. 
FEA has a wider data  collection author ity, for example. We did 
cooperate with FPC in a design of a form that  provides the base for 
inpu t to both reports. And I think you are quite righ t in tha t the 
uninit iated can easily get confused at the difference between cur tail ­
ments by interstate pipelines to their customers and distributing 
customers on the one hand and curtailments  to end users by pipeline 
distr ibut ing companies serviced by both interstate and intrastate
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I think the important consideration is that  both of these kinds of reports are important and tha t the Congress and the public would be less well served without either. Because if you went only with FE A’s report, this would tend to mask a major  component of the problem which is the curtailment by the inters tate pipelines. Whereas clearly if you went only with FPC's  report , oyu would not have what in a real sense is the answer to the ultima te question—what difference is it going to make? Who is going to get hur t and how much?
As Mr. Christie indicated, we have been in touch with the FP C staff. In the course of the GAO review they have identified some areas where we can increase the degree of cooperation the two agencies have already had, which has been quite good. We exchanged data. FPC had a terminal into FEA's  computer with which to extrac t the info r­mation available on these questions, and we are gettin g better at the cooperative approach to this problem.
I think the Congress and the public will still need both kinds of analyses and perahps, as you indicate by your question, a clear deline­ation of the differences and exactly what it is th at is being trea ted and analyzed in each of the reports.
Mr. Dinoell. I would like to raise a question here. To get a magni­tude of difference, I would like to read. Mr. Christie, I want to tell 

you you have given us a very fine statement and I think a very help ­ful one.
At page 6 you sa id :
I would like to discuss reasons for differences in the FPC and FEA estimates of curtailment for this winter. As mentioned above, the FPC projects and in­crease of 340 billion cubic feet over last winter to a total curtai lment  of 1.6 trillion cubic feet, while the FEA reports show an increase of 424 billion cubic feet to a total  cur tailmen t level of 1.84 tr illion cubic feet this winter.
Then you go on to illustrate the primary reasons. I am not pre ­pared to challenge the validi ty of either report  and eithe r set of figures. As a mat ter of fact, I suspect on careful analysis it would probably turn  out they are both about right.
I do not want to say I am sophisticated or not sophisticated. I have been attending  the school of hard  knocks on this subject now for 2 years. I suspect tha t generally we would arrive at roughly the same conclusions from either depending  on how we philosophically approach this. But it may well be we need both reports as opposed to one but I have made available a letter  to Monty Canfield. Monty Canfield is the Directo r of the Energy and Mineral Division General 

Contracting Office. The letter  is dated November 5, 1975. I do not think  it has yet been made available to you gentlemen. I would like to read one para graph here, and it says:
However, the description admits a significant element of Commission order dated July 20, 1975, which initiated the proceedings in docket No. RP 76-116 et al. On page 7 of tha t order, the Commission specifically requested par tici ­pation by FEA to provide State and regional audi t and fuel availabil ity for the forthcoming winter  heating season. The FEA August 26, 1976, lette r to the Chief of the Bureau of N atural  Gas indicated tha t it would not be a direct par­ticipant  in the FPC proceedings. FEA’s nonpartic ipation resulted in the lack of high impact, regional alte rnat e fuel availability data  cited on page 12, last paragraph  of the dra ft report.
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Tha t does tend to indicate there may be some problems in coordi­
nation and cooperation between the two agencies and start'. I am not 
prepared to say FPC is correct in what they say or this is even signifi­
cant with regard  to the difference in figures. B ut it is something tha t, 
given where we are, I th ink we have got to make some kind of special 
effort to see to it that there be the fullest cooperation. Maybe you want 
to make a comment, Mr. Christie, and maybe you want to review the 
letter.

Mr. Christie. I would like to review the letter  later, and I would 
like to make a comment. „

Mr. Smith. Since I signed the letter maybe I can comment on it.
Mr. Dincell. We recognize both you gentlemen.
Mr. Christie. I  will let Gorman fill me in. Basically, the data  for 

our 1,700 sample survey, that form was sent out in June and the data  9came back in September. At the time th is discussion and dialogue was 
going on, we did not have most of the information which the FPC 
requested. This was my response to Mr. Schroeder's  point, our discus­
sion with  GAO indicated there may be areas such as timing where we 
can improve FEA and FPC coordination in looking at that.

Mr. D ingell. Let me interrupt.  My comments are not castigations; 
they are to see to it tha t the machinery in this  area functions as 
smoothly as possible.

Mr. Smith. I understand. Tha t is a good example of where we are 
going to try to work out the timing of various surveys. We have al­
ready worked together on the information included in them. We 
completed early this  week, actually completed over the weekend, pu t­
ting this draf t repor t on alternate fuel availabi lity together in the 
degree of detail that  the FPC  would have liked to have had for its 
hearings.

It  simply was not available, which was the reason for not par ticipat­
ing directly in the hearings, because we had nothing more than the 
more general observation tha t there was sufficient supplies of alte r­
nate fuel available.

That  letter  was, of course, to be included in the public record of 
the hearings to make clear the need for those people who face potential 
curtailments to make early arrangements with their suppliers for 
alternate fuels so as not to overload the distr ibution system at the time *•
when it will have its biggest load anyway when things get cold.

I think the bottom line is for this fall. We went as far  as we could 
and we found an area where when the two agencies get togethe r and 
plan out what  they are going to do and on what schedule, we are likely *
to be better off next time.

Mr. Dingell. Gentlemen, I would hope tha t you would only take 
my comments here as saying I hope you would join me in a keen recog­
nition of the fact one of the most important tasks of the two agencies 
is to cooperate as fully and vigorously and intentively as they can in 
getting this information to the Congress which will activate proceed­
ings and also to its own decisionmaking. Tha t is my dissertation to 
you for  the day.

The Chair recognizes Mr. Schroeder.
Mr. Schroeder. On final question, in your statement you make refer­

ence to the fact th at among the alternate fuels for natural gas, should 
it be in short supply, would be middle dis tillate fuel oils. I wonder in
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the context  of  to da y’s he ar ings  wh ethe r you might  tel l us whe re you 
sta nd  wi th respec t to th e tr ig ge r th at was discussed du ring  congres ­
siona l debate ove r dec ontrol of  midd le di st ill at e prices.

Air. Smit h . Le t me clar ify firs t, Air. Sch roe der , the findin g wi th  
respec t to possible  su pp ly pro blems ha ving  to do with m idd le di sti lla tes 
which are . spec ifica lly, if  unusua lly  co ld we ath er occu rs fo r pro lon ged  
per iod s th is  winte r, there may be de livery  problems fo r ce rta in  fue ls 
in t he  S ta tes identi fied  above.

Ag ain , there  is no findin g in the repo rt  of a shor tage  of  any  fuel , 
t  The  only possibil ity  is th a t in the worst case outcom e, the capa bi lit y

of  the  log isti cal  sys tem to move the fuel  fro m where it is to  where it 
is needed in tim e to ge t there when it  is needed in the  qu an tit ies re ­
quired may prese nt some pro blems  in those Sta tes .

* By  the way, in tho se St ates  we have identif ied , FEA 's  reg ion al of ­
fices are  looking at the  supp ly si tuat ion in gr ea te r de tai l th an  th is 
surv ey and an aly sis  went into . Th is  one deals  p rim ar ily  w ith  in ve ntor ­
ies by prim e s up pl ie rs i nto  the Sta te.

In  each  of  the  reg ions, we are fol low ing  the  analy sis  fu rt her  and  
looking at  the inv entor ies  of  end  use rs and secondary  inv entor ies  of 
the  sup plies ins ide  those State s. We are  taki ng  wh ate ver  kin d of  ac­
tions are  necessary, inclu din g exho rta tio ns  t o people to maintain hig h 
inventories and th is  kin d of th ing,  in or de r to min imiz e the  loa d on 
the distr ibut ion system.

The key point is th ere  is no findin g o f any short age of  th e fue ls even 
in those States  th at  may  presen t logi stic al di str ibut ion pro blems in 
the  worst case.

Air. C hrist ie. W ith  rega rd  to your  questio n on mon ito rin g middle 
disti lla te  prices , FE A  will  issue its  first  pre ss release on th at  tod ay  
and  that, will co nta in  Ju ne , Ju ly , and August survey  and index pric es 
for No. 2 he at in g oi l; and also conta in survey  an d index pric es 
for diesel fuel , su rve y prices  f or  Jun e,  J u ly , Au gust, Septemb er,  O cto­
ber a nd  index prices  thr ou gh  Se ptemb er.

W ith  reg ard to  he at ing oil, we fou nd  the  avera ge he at ing oil price 
to all end  use rs in Ju ne  rang ed  fro m 34.3 cen ts in th e So uth  to  38.2 
cents  in the  No rth eas t and We st, and obvious ly fo r Ju ne corre spon d­
ing  index p rice s we a re 2 cents  hig her.

> I th in k it  is im po rta nt  th at  we rea lize  th at the na tio na l ave rag e
he ati ng  oil price to res ide nti al users will be hig her . Fo r exa mple, in 
June , it was 39.3 cen ts c ompar ed to 38.fi cents  to all end  users.  Avera ge 
res ide ntial p rices f or  the  reg ion s ra ng ed  betw een 37.4 cents  in th e n or th- 
cen tra l region t o 31.5 cen ts in the  West.

In  addit ion , prices  va ry  consider ably wi thin the  regions . F or in ­
stance, the  prices  in the No rth east ran ge  from 36 to 44 cen ts pe r gal ­
lon to t he res ide nti al user.

So there is a wide sprea d in prices. Second,  the  res ide nti al pr ice  is 
not t he  n ati on al avera ge p rice  to all end  user s, which  include a la rg er  
qu an tity of  pr ice  users . Bu t th at  in form at ion will  be out  toda y in a 
press re lease and  succeedin gly we will get on a week-by-week bas is, the  
weekly  system .

Th e only difficulty in ha ving  it  toda y is th at  we need  the Se ptem ­
ber mo nth ly da ta  to have the  in iti al  peg  point  fo r the weekly ind ex 
just as we needed the  Ju ne  da ta in good and final for m to s ta rt  the 
month ly process ing.
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Have I answered your question ?
Mr. Schroeder. Yes.
Mr. Dinoell. Gentlemen, we appreciate  your kindness to us. Mr.

Christie, T believe it is your first time here. It  is one of the more 
tranquil meetings we have had, I am sure, as Mr. Smith  will recognize.

Gentlemen, the subcommittee appreciates your kindness in being 
here. We thank you, Mr. Christie,  for your very helpful and well 
thought out presentation.

The subcommittee will stand in recess until 2 p.m. at which time 
we will reconvene to hear other witnesses as scheduled. «

The subcommittee stands in recess.
[Whereupon, at 1 p.m. the subcommittee recessed, to reconvene at 

2 p.m. the same day.]
AFTER RECESS *

[The subcommittee reconvened at 2 p.m., Hon. John D. Dingell 
chairman, presiding.]

Mr. Dingell. The subcommittee will come to order.
This is a continuation of the  hearings of the Subcommittee on E n­

ergy and Power with regard to natu ral gas supplies during the winter 
of 1976-77. Our next witnesses are a panel composed of Mr. George H.
Lawrence, president of American Gas Association; Mr. Claude H. 
Mullendore, Jr ., vice president, rates and marketing, Transconti­
nental Gas Pipe Line Corp.; Mr. Jerome J. McGrath, executive vice 
president and general counsel. Inters tate Natural Gas Association of 
America; Mr. Jack R. Angell, vice president of governmental affairs,
1 nited Gas Pipe Line Co.

Gentlemen, we are pleased you are with us. If  you will each iden­
tify  yourself for purposes of the record to assist our reporter, we 
would be most pleased to receive your statements.

STATEMENTS OF JEROME J. McGRATH, EXECUTIVE VICE PR ES I­
DENT AND GENERAL COUNSEL, INTERSTATE NATURAL GAS
ASSOCIATION OF AMERICA; JACK R. ANGELL, VICE PRESIDENT,
GOVERNMENTAL AFFAIRS, UNITED GAS P IPE LIN E CO.; GEORGE
H. LAWRENCE, PRESIDENT, AMERICAN GAS ASSOCIATION; t
CLAUDE H. MULLENDORE, JR., VICE PRESIDENT, RATES AND
MARKETING, TRANSCONTINENTAL GAS PIPE  LINE CORP.;
ACCOMPANIED BY THOMAS F. RYAN, JR.

Mr. McGrath. Mr. Chairman, my name is Jerome J. McGrath. I 
am executive vice president and general counsel of Interstate Natura l 
Gas Association of America—INGAA—Washington, D.C. INGAA,
Mr. Chairman, is a national trade  association. Did you wish me to 
proceed with the statement ?

Air. D ingell. I f each will iden tify himself for  our reporter, then we 
will go forward.

Air. Angell. Air. Chairman, my name is Jack Angell. I am vice presi­
dent of United  Gas Pipe Line Co.

Mr. D ingell. All r ight.
Air. Lawrence. I am George Lawrence, president of American Gas 

Association.
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Air. Mullendore. I am C. H. Mullendore, vice president  of Trans­continental Gas Pipeline Corp. Also appear ing on behalf of Transoo is Mr. Thomas F. Ryan.
Mr. R yan. My name is Thomas F. Ryan, Jr . I am appearing along with Mr. Mullendore for Transco.
Mr. Dingell. Very well, gentlemen, consider yourselves welcome, and I guess we should s tart with Mr. McGrath.

STATEMENT OF JEROME J. McGRATH
Mr. McGrath. Thank you, Mr. Chairman. INGAA is a national  trade association representing virtu ally  all of the major  inters tate natural gas pipeline companies operat ing in th e United States  today. Our companies supply gas to all o f the lower 48 States with the excep­tion of Vermont, and the ir systems account for approximately 90 pe r­cent of all gas  trans port ed and 9old in inteist ate commerce. All of our  members are subjec t to the  jurisdiction of the  Federal Power Commis­sion under the Natural Gas Act, 15 U.S.C. 717 et seq., and to  the De­partm ent of Transpor tation, Office of Pipeline Safety Operations under the  Natu ral Gas Pipel ine Safe ty Act of 1968, 49 U.S.C. 1671, et seq.
The subcommittee lias requested INGAA to appear before it today to discuss the natu ral gas supply  outlook for the winter season of 1976-77 and measures for dealing with supply shortages. We are pleased, Mr. Chairman, to respond to that  request and welcome the opportuni ty to discuss these matte rs with the committee.
As the committee knows and heard this morning, the  Federa l Power Commission in  August and September of this year undertook an in­vestigation of 19 pipe line companies whose projected curtailments this  winter, based on da ta filed last Apri l, were estimated to be 20 percent or more below estimated firm requirements. Af ter  reviewing the staff reports of th is investigation, I  th ink  i t can fairly be said tha t, barrin g extremely cold weather this  winter, there  will be no ser ious impacts due to natu ral gas curtailments. Most pipelines and th eir  distr ibutors will be. curtail ing FPC prior ities 3 through 9 in varying degrees and some pipelines may curta il into prio rity  2. But, as the staff reports  indicate, the FE A projects adequate supplies of alternate fuels, so that  the likelihood o f p lant  shutdowns because of inte rrupt ions in gas serv­ice should be minimal.
The improvement in the  supply pictu re for this  w inter is due t o a number of factors, not the  least of which is tha t many industrial  users have either switched entirely to  alternate, fuels or  have installed a lter ­nate fuel burning equipment. Still  other industries have taken advan­tage of FPC  order 533 and have purchased gas directly  from pro­ducers in the field with the  pipelines transporting  it to the ir plant. Some companies have been expanding their  storage capabil ities and others have been able to improve the ir supplies throu gh emergency purchases of gas or otherwise. While all of these have helped to allevi­ate the shortage somewhat, they are only makeshift  arrangem ents which, except for storage, provide no solution to the long-range prob­lem of developing substan tial new reserves for the inte rsta te market. Deregulation of new gas both onshore and offshore is still the best
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means fo r encouraging the massive exploration and development pro­
grams needed to foster the search for natura l gas in th is country.

Emergency short-term purchases of gas will probably be the  l>est 
means this winter to avoid critica l interrupt ions, but even here such 
stopgap arrangem ents could be improved by making it easier for the 
intei■state pipelines to buy emergency gas not only from producers but 
from intrastate  pipelines.

The Federal Power Commission, for example, should permit a pipe­
line, as it did a few years ago. to purchase emergency gas on successive 
60-day contracts from the same producer for a limited period rather 
than restricting the pipeline to one 60-day purchase from a single pro ­
ducer. T think  the FPC  records will show that, when the pipelines 
were able to roll over 60-day purchases, they were able to buy more gas 
than they are now under existing restrictive regulations. Also the 
Commission should permit the pipelines to recover in their  rates the 
amounts paid for such gas rather than  having such costs subject to 
later disallowance if  the Commission believes the price paid was too 
high. This ex post facto regulatory policy has discouraged many pipe­
lines from buying emergency gas.

Tf Congress were to consider emergency legislation, it would be im­
porta nt to include provisions, such as th at contained in various bills 
considered last year or earlier  this  year,  to enable intras tate pipelines 
to sell gas to intersta te pipelines without the threat  of becoming sub­
ject to the jurisdiction of the Commission by reason of making such 
emergency sales.

If  a real emergency should strike  th is winter—and at present we do 
not foresee one unless we have extremely cold weather—the intrastate  
market could well be the source of relatively substantial volumes of 
natura l gas on a short-term basis if the interstate pipelines are put in 
a position to buy such gas. We would be pleased, Mr. Chairman, to 
work with the subcommittee staff to develop appropriate amendatory 
language if the committee desires to pursue this route.

In sum, both distribu tors and pipelines have been taking steps to 
minimize as best they can the impact of curtailments on high prior ity 
users. Residential consumers should have no difficulty this winter— 
again unless the weather is extremely cold—nor should prio rity  2 cus­
tomers on most systems.

If  extreme cold weather is experienced, there are self-help measures 
tha t can be taken by the pipelines as well as by many distributor s to 
protect the residential users against interruption in service. We th ink 
the situat ion could lie helped considerably, however, if the F PC  would 
relax its regulation so as to permit pipelines to have ready and easy 
access to gas in the intrastate  market.

Now. Mr. Chairman, lest there be any misunderstanding concern­
ing the gas shortage. I must point out to the committee that when the 
FPC  staff reports indicate there will be no serious impacts on high 
prior ity users this winter with normal weather, there will still be sub­
stantial curtailments in the lower priorities, many of which include 
industries  using gas for very preferential uses. Fortunately in .many 
of these cases alternate  fuels are available but at a cost h igher  than 
natural gas. The pipelines are doing everything in their power to 
ameliorate the situat ion; but, until the statu tory constrain ts under 
which the FPC now operates  are loosened, there is li ttle likelihood of
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any significant improvement in supply. I might emphasize also t ha t 
the last several winters have been warmer than  normal and that, to­
gether with the general recession in the economy, has enabled us to 
squeak by with a minimum of disruption.

Finally, in any event we are dealing with estimates and project ions 
based on a variety of assiunptions—weather, new emergency pur ­
chases, storage availability , to name a few—a change in any one of 
which could alte r the situation  considerably. Right now these are our 
best estimates based on the facts as we see them at this time.

We appreciate the opportun ity to appear before your committee and 
will attempt to answer any questions you may have. Thank you, Mr. 
Chairman.

Mr. Dinoell. Mr. McGrath, the committee thanks you for very 
helpful testimony and for your kindness in being with us today. Mr. 
Angell.

STATEMENT OF JACK R. ANGELL

Mr. A ngell. Thank you, Mr. Chairman. My name is Jack  R. An­
gell; I am a vice president of United Gas Pipe Line Co. I am happy 
to appear  today before the subcommittee to provide information on 
the gas supply problems expected during the 1976-77 winter season 
from Unite d’s standpoint.

United is one of the largest natural gas pipeline companies in the 
United States. Pr ior  to the gas shortage, United handled about 10 
percent of  all gas moving in interstate commerce. Our direct market 
area covers the eastern portion of Texas, the enti re Sta te of Louisiana, 
most port ions of Mississippi, the gulf  coast area of Alabama and tha t 
part of Florida in and around Pensacola. With in this direct market 
area, United makes sales directly  to 184 industr ial customers and to 
408 local gas distribution systems who in turn  resell such gas to resi­
dential, commercial, and industrial users.

In addition, United  makes substantial sales to other pipeline com­
panies, the five principa l pipelines being Natural Gas Pipeline  Co. 
of America, Mississippi River Transmission Corp., Texas Gas Trans­
mission Corp., Texas Eastern Transmission Corp., and Southern Nat­
ural Gas Co. These five pipeline companies in turn  serve some 24 other 
States in the Midwest, Northeast and the Atlantic  seaboard area.

United was first forced to curtai l customers across its system in 
November of 1970. In ensuing years, the nationwide shortage of na t­
ural gas has intensified and Uni ted’s cur tailments have steadily  in­
creased. This can be seen from the fact that 1971 curtailments were 
106 billion cubic feet, or 6.6 percent of United's firm requirements; 
and that  figure had risen in 1975 to 696 billion cubic feet, or  43 percent 
of firm requirements. In United’s latest form No. 16, which was filed 
with the Federal Power Commission on September 30 of this year, 
United projected curtai lments th is winte r of approximately  50 percent 
of our firm requirements of 705 billion cubic feet. I have provided 
conies of this filing to the subcommittee.

United has been making every effort to improve its  supply position 
for this winter. I am happy to sav th at we have had some success in 
doing so. Since the form 16 was filed, the  Federal Power Commission 
has granted certificates for two delaved exchanges which will provide 
added gas for United’s system during the 1976-77 winter months.
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United is also conducting an extensive program of making emer­
gency purchases. As a result of these programs, we now believe th at 
our supply picture may enable us to deliver to our customers approxi­
mately 380 to 385 billion cubic feet of gas this winter as compared with 
the 1975-77 winter deliveries of 391 billion cubic feet.

I must caution, however, that while these new supply figures repre­
sent our best estimate at this time, there are various circumstances 
tha t could alter these figures. As an example, we included in our 
projected supply some 6.9 billion cubic feet of new gas that we 
anticipated would be connected to our offshore system sometime dur ­
ing th is winter. To date we have not obtained the necessary approva l 
for this project and it now appears that  a portion if not all of this 
volume will not be available this winter.

In  addition, while United will be making substantial purchases 
of emergency gas, we must remember th at the majority of emergency 
gas must be sold on a best-efforts basis and experience show's that, as 
cold weather  moves in, these emergency volumes are subject to being 
reduced or completely cut off because the gas is needed by the sellers 
to meet the ir own firm commitments. Also, in the event of very cold 
weather, we can an ticipate losing some of our normal supply due to 
freezeoffs of producing equipment.

On the  demand side, United’s requirements form the star ting  point  
for the Federa l Power Commission’s consideration of the manner in 
which curtailments should be made on United’s system. These require­
ments are based on historic takes by the customers, which in some 
instances were adjusted to reflect changes due to economic condi­
tions or growth requirements. Of course, weather conditions greatly 
influence the demand fo r gas on the system of any pipeline. The tem­
perature-sensitive portion of United’s stated requirements are based 
on the 1972-73 winter, during which weather conditions were con­
sidered about normal.

In  the event we experience colder than normal weather, the higher 
prio rity  domestic customers will require more gas and, therefore, we 
will have less gas available to lower priority industrial customers than 
shown in our studies. In this regard, United has undertaken an ac­
tive campaign throughout the year urging  all of our customers, in­
cluding residential users, to make a concerted effort to  conserve gas 
in their  daily activities.

The precise manner in which curtailments are made depends on 
the curtailment program approved by the Federal Power Commis­
sion and the reviewing courts. At the present time, hearings are still in 
progress before the Federal Pow’er Commission to determine United’s 
permanent program.

On November 1, United began curta iling under a proposed program 
which it believes will minimize the ha rdship  on all customers. On No­
vember 5. the I  .S. Court of Appeals for the Fif th Circuit,  as a result 
of  challenges to the program by several of United 's customers, ordered 
United  to implement a different program which had been in effect 
several years ago. However, the court also directed modifications to  
that  program which will, in United’s view, enable curtailments to be 
made this winter in a manner similar to that  contemplated in the 
program which had become effective on November 1.
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Consequently we believe it will be possible to provide sufficient gas 
to customers in our service area this winter to protect all domestic use 
and sufficient gas for  industrial  purposes to prevent any plant closings, 
job layoffs or loss of normal production.

In summary, United believes t ha t it will be possible to cur tail this 
winter on a basis which will avoid severe economic dislocation, pro­
vided that United  is able to obtain the quantities of emergency gas 
projected and there are not unusually cold weather conditions. Under 
these assumptions, there will be no need to curta il into the human- 

« needs requirements of residential and small business customers. While
our curtailments to the industria l sector will be very deep, there ap­
pears to be sufficient alternate  fuel available to offset these curtailments 
and, perhaps with some minor exceptions, these customers can operate 

♦ with alternate fuels, at least to the extent we are unable to provide
them with gas for the ir entire fuel requirements. Of course, the  re­
quirements t ha t these customers use fuels other than  gas puts added 
demand pressures on those fuels and in many cases the alternate fuel 
will be more expensive.

This completes my statement, Mr. Chairman.
Mr. Dingell. Mr. Angell, thank you very much for your helpful 

testimony. The next witness is Mr. Lawrence.

STATEMENT OF GEORGE H. LAWRENCE

Mr. Lawrence. Mr. Chairman, I am George Lawrence and I do ap­
pear on behalf of the American Gas Association. Our 300 companies 
arc largely dependent on gas sold in the interstate market at rates 
established by the FPC.

The steady decline of available supplies in th is market has severely 
restricted the capacity of our member companies to fulfill thei r public 
utilit y responsibilities. In most areas o f the country it is forcing our 
member-ship to deny services to new customers and curtail supplies to 
present customers. Some extent of thi s is detailed in the tables attached 
as appendix A [see p. 108]

I might point out, Mr. Chairman, indeed that  has  been the s ituation 
here in the Dist rict of Columbia metropolitan area since 1972, where 

4 there has been a morator ium on new residential hookups.
Unfor tunately failu re of the shortage to impact as severely as 

predicted this last ^winter has been interp reted bv some as evidence 
e  tha t the shortage is a myth, tha t i t has been manufactured  by the gas

industry to speed the passage of legislation to remove Federal controls 
on the wellhead price of new’ gas. Although our members, who are not 
producers—they are distr ibutors and transmission companies—solidly 
support efforts to remove field price regulation of new gas, they do so 
only because they see i t as the best way to get the gas needed to serve 
their  customers in the future . Our members receive no economic ad­
vantage from higher  wellhead prices.

If  I  may, I wish to discuss the impact  of last winter’s shortage and 
how that was alleviated. The shortage last winter did not result  in as 
severe an impact as predicted, not  because there was more gas available 
than needed bu t ra the r due to a combination of  factors which lessened 
the obvious effects of the  shortage and temporar ily decreased demand.

Because the F PC  is predicting pipeline curtailments in excess of 1.6
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trillion cubic feet for  this  winte r and because many of the factors that 
mitigated the effect of last winte r’s shortage will again be present th is 
winter, it is worthwhile to examine these factors closely. They include:

1. A continuation of the recession caused an economic slowdown and 
decline of the industr ial production index of about 10 percent between 
1974 and 1975 with a corresponding reduction in indus trial gas con­
sumption. The cumulative effect of the decline in industrial production 
and warmer weather resulted in a reduction of indust rial consumption 
from 8.1 trillion cubic feet in 1974 to 6.9 trillion  cubic feet in 1975. I t 
presently appears tha t the improvement in the economy this year has 
not been dramatic enough to cause a serious increase in industrial con­
sumption th is winter over last.

Point No. 2 is mild weather. The mild weather last winter contributed 
significantly to the reduction of gas use. Degree-days were down ap­
proximately 7.5 percent as compared to 1974 for the months of October, 
November, and December. Obviously it is impossible to predict ac­
curately  the weather for this  winter. However, a colder than usual 
winter—and it is starting out that  way—could have a serious impact. 
As a matter of fact, the October degree-days are some 43 percent colder 
for 1976 than for  1975.

A thi rd point is the emergency purchase provision. The Federal 
Power Commission, having been upheld by the courts, authorized 
60-day emergency gas purchases—through Order 533, tha t Mr. Mc­
Grath mentioned—which, combined with similar authorizat ion for 
direct indust rial purchases, enabled many distribution companies 
and la rge industries to increase thei r volumes to the point there they 
experienced little work stoppage or curtailments affecting jobs.

Las t winter about 1 trillion cubic feet of intrastate gas—and this 
was about 8 percent of the volume moving interstate—was tran s­
ported by intersta te pipelines to customers who qualified for this 
relief. It  should be noted again tha t this did not make any more gas 
available; it was simply an emergency procedure which permitted 
some redistribution of supplies tha t were temporarily surplus  in un­
regulated areas.

Point No. 4 is the natu ral gas companies’ self-held steps. A great 
number of gas companies, in anticipation of severe shortages which 
were forecast for this year and the years ahead, took independent 
actions to (a) find new supplies through joint venture exploration 
and production excesses; (b) construct facilities to manufacture sup­
plemental gas; and, I might point out, liquefied hydrocarbons, 
naphtha, propane, et cetera, is contributing 1.1 billion cubic feet, o r 
about 8 percent of tha t which moves in the intersta te market; (c) 
increase storage capacities; (d) star t planning  for LNG imports ; 
and (e) great ly expand conservation initiatives.

Point No. 5 is a switch to alternate fuels. Potentially, the most se­
rious result of the shortage is the necessity to switch from gas to 
alternate fuels, usually imported  oil. This  has had a cascading effect 
on our economy in several ways:

Fir st, the build ing trades have suffered because buyers are reluctan t 
to buy all-electric homes, whether the electricity is generated by im­
ported oil or coal, because of thei r sharply higher operat ing cost. 
Second, manufacturers  either do not produce i f they cannot get gas, 
or switch to oil or electricity and are forced to raise prices on their
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pro ducts  to  mee t tho se high er  op erat ing costs. Thi rd , the un ce rta in ­
ties  caused by the energ y sit ua tio n— which is predom inan tly  a gas  
sho rtage— has  a t lea st pu t a psycho log ica l da mpe r on business  expa n­
sion. An d, fina lly,  because al te rn ate fue ls—oil or  ele ctr ici ty—c ost  
much more th an  gas , seve ral bil lion do lla rs have not been avail able 
fo r business inv estment.  Th e cost to consum ers alone  has been es ti ­
mated  to be from $4 to $6 bil lion a year .

1 would like  to discuss,  if 1 might , the emergency leg islation  con ­
side red  by Con gress in the pa st an d at  presen t. Because of  the  fact  
th at  a g as s up ply  s ho rta ge  is a po ten tia l th re at  to  economic prospe rit y 
and even to healt h and safet y in schools, homes, and hospita ls,  there 
is a temptat ion to seek eme rgen cy leg islation  th at  would be in plac e 
to deal  wi th a severe shor tag e sit ua tio n sho uld  one occur.

» We can un de rst an d th is  an d ce rta in ly  wou ld su pp or t leg islation
along the  line s of  ti tle I of  the  Pears on-Bentse n bill , S. 2310, or  
as spe lled  ou t in F E A  Adm in is tra to r Fra nk Za rb 's le tte r of  Septe m­
ber  16 of th is  ye ar  to Sp eake r Ca rl Al be rt.  These recommenda tion s 
essent ially wou ld prov ide  fo r 180-day emergen cy pur cha ses  by pipe ­
lines  and  ind us tri al  use rs unde r an abbre via ted  ce rtif ica tion pro ced ure  
which sho uld  speed del ive ry. AG A has  no object ion to these typ es  
of eme rgen cy measu res  bu t we would  oppo se any  type  of  leg islation  
requ iring  m an da to ry  allocation  an d/o r interc onnec tion between pi pe ­
lines. Th e mos t im po rtan t reason  fo r ou r opp osi tion to man da tory  
allo cat ions is the in hibi tin g effect  it wou ld have on the very end it 
att em pte d to accomplish. We feel str on gly th at  the  consum er and the  
overall public in terest  cle arly wou ld be the losers if  th is  were  done. 
The fol low ing  po in ts sho uld  be tak en  into acco unt  in con sidering  
emergency l egislation  a t th is  tim e :

Fi rs t,  it  might  well be too lat e fo r even the acceptable  emergency 
pro vis ions of the type  noted above to hav e any  signif ica nt effect th is 
winte r, ass um ing  th ei r enac tm ent would  occur even at  the  ea rlies t 
possible date.

Second, we have  alr eady  seen th at  th e problems of  all oc at ing gas  
among  the  cus tom ers  o f even a single  pipe lin e invo lve complex , time- 
con sum ing pro cee dings,  wi th  numerou s cla ims  of po ten tia l ha rd sh ip  
on t he  par t of pa rt ic ul ar  custo mers. These problems would  be gr ea tly  

j compounded in any  at tempt  by the F P C  to take gas  sup pli es away
from the cus tom ers of  one pipe lin e in orde r to supp ly those of  an ­
oth er,  and wou ld lead to prolo nged co ur t appeals  and massive  co nfu­
sion and  in sta bi lit y.

• Thi rd , even if  the  Com mission  were  able  to fa ir ly  and equit ably
assess c om pet ing  cla ims  between pip elin es,  th ere  would  then follo w the 
problem  of  ac tual ly  im ple me nti ng  a phy sical interc onnec tion, and  
these are spe lled  ou t in the prep ared  tes tim ony  a nd while  these th ings  
aro hand led  rout inely  on a vo lunt ary bas is we su bm it th at  t hei r prob ­
lems would be  more di fficult if  the y were o rde red  th ro ug h a th ir d  pa rty .

Fo ur th , any man da tory  allocation  system wou ld lead inev ita bly to 
pro longed  ad min ist ra tiv e procee dings and lit igat ion rel ate d to resolv ­
ing  the  level of  compensation.

Th e fif th po int, gr an ting  au th or ity  fo r the  F P C  to ma nd ate  in te r­
connect ion an d allocate  n atur al  g as be tween pip elines  would be a severe  
blow to di lig en t, knowle dge able and agg ressive ma nageme nt of  bo th 
pip elines  an d di str ibut ion com pan ies  at  a tim e whe n such  quali tie s
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were  nev er more necessary . We  ques tion  th e wisdom of su bs titut ing 
Gover nm ent  judgme nt fo r t hat  of  gas  company m ana gem ent  in solv ing  
gas  supp ly prob lems. Simila rly , those State comm issions and  othe r 
publi c officials who have plac ed the  long-term  pub lic intere st ove r 
shor t-t erm expedie ncy—us ually  while demo ns tra tin g political  cour­
age—to  imp rove the gas su pp ly pos ture  of  th ei r local con sti tuents , 
wou ld have to wonde r if  it is worth  it. Also, the  incent ive  fo r ag gres ­
sive con servat ion  effo rts to pro lon g an adequa te supp ly throug h re ­
sea rch  and efficient engin eerin g practic es, as well as throug h effective 
com municatio ns prog rams effor ts would  be m itig ate d.

Si xth,  app aren tly  it  is  not well known, at  least by  th e genera l p ubl ic, 
th at  p ipe line s a lre ady respon d on a v olu nta ry bas is a lmo st routine ly to 
per iod ic short -te rm  emergencies . Th is is done  throu gh  exchanges, di s­
placem ents made un de r circ umstance s where all of  the com plexitie s 
describ ed above are  con sidered and  resolved by the pa rti es  who bes t 
un de rst an d the m and who wa nt  them  to work . Th is is a fa r cry  fro m 
decisions ha vin g to  be made th roug h forma l proceedings and  bu reau ­
cra tic  fiat  pu rsua nt  to a statut e which pro vided an open  in iti at ion fo r 
any com pany or  c ustomer of  t hat  c omp any  to go af te r the  s upplies of 
an oth er  and the “h ave ” com pan y, as dis tinguish ed from the have  not , 
wil l undoubted ly uti lize th e fulle st of legal recourse  to pro tec t itself .

For these reasons,  in ou r opinion, manda tor y inte rconne ctio ns and  
end -use alloca tion sh ould not  be inc luded in any na tu ra l g as le gis lat ion , 
emergency or othe rwise.

As  a sum mary, Mr. Ch airm an , to  date  we h ave  mana ged  to combine 
a ce rta in  amount of  luck  with the agg ress ive pro gra ms  o f o ur  various 
gas  companies and have been able  to avoid most of  the po tent ial ly 
disastr ou s economic dis locatio ns th at  could hav e resulted from the 
na tu ra l gas  sho rtage.  Ru t th e consumer has  not com pletely  escaped. 
He  is pa yin g a high er  cost  fo r most ma nu factu red  goods, homes, 
schoo ls, hospi tal s, et cetera , caused by the  swi tch  to more expensive 
al te rnat ive ene rgy  sources.

Also , the ut ili ty  companies,  in sh ift ing loads from low- priority to 
hi gh -p rior ity customers, are  responding  bo th to regu la tory  policy an d 
a des ire  to  serve the best  in terest of all  classes of customers. When 
loa d is remo ved fro m a low- pr iority user , who has access to al te rnate 
ene rgies, unless the gas  th us  saved is appli ed  wi th in  the system to  
hi gh -p rior ity customers, e ith er  trad iti on al  or new, the system  load fa c­
to rs  w ill de ter ior ate  and  cost -of-service to all cus tomers will  rise. I t  i s 
no t a fact  th at  th is  pract ice  of  sh ift ing from low- to high -p rior ity  
use rs is mo tivate d by des ire to  increase  ut ili ty  com pan y prof its. In  
fac t, cost -of-serv ice studies by ut ili tie s as well as those con duc ted by 
regu la tory  commissions hav e show n th at  lar ge r, indu st ria l and  com­
mercial class  custom ers produc e g reater  p rofi t pe r u ni t o f sales  volume  
th an  do res ide nti al c lass  customers.

Unf or tuna te ly , we are  ra pi dl y approa ch ing  the tim e when even 
these shor t-t erm effo rts wil l not  be enough. Th e rea l solu tion  to the 
overa ll gas  supply problem mu st come th roug h a series of rel ate d 
activ ities—all  of  which are  vi ta l to the  as sura nce  of an a deq uate dom es­
tic  e nergy  p olicy t hat  will min imize oil imports . In  ou r opinion, these 
ar e:

1. Th e passage of a bill  to dereg ula te the  field pr ice  o f new na tu ra l 
ga s;
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2. The development of our offshore and Alaskan oil and gas 
reserves;

3. Realistic policies on LNG and liquid feedstocks for synthetic 
natu ral gas.

We submit tha t if our vast domestic coal supplies are to meet their 
potential in a llevia ting our domestic energy problem then coal gasifi­
cation must be aggressively pursued. It  is the most economic, least 
capital intensive, most efficient, and we submit the most environmen­
tally  compatible way to use these coal supplies.

* A final point, purs uit of a dynamic research program including 
gaseous fuels in tight formations and dissolved methane in geopres- 
surized, geothermal zones. Unless we get on with these initiatives, the 
American public will continue to be penalized by an energy policy

* tha t inhibits the production of our cleanest, most efficient and most 
economic energy source and encourages increased reliance on im­
ported oil.

Thank  you, Mr. Chairman.
[Appendix A refer red to follows:]
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AP PENDIX A

E xte n t o f H ousc heat in g  Cu sto mer  R e s t r ic t io n s ,
By S ta te ,  1975

New En glan d 4 3 / 14/ 43

C o n n ec ti cu t 32 / 25 / 43
Ma ine 0 / 87 / 13
M assach u se tt s 4 1 / 9 / 50
New Ham ps hi re 4 7 / 32 / 21
Rhode Is la n d 92/ 0 / 8
Ve rm ont 0 / 60 / 40

M id dl e A t la n t ic 97/ 0 / 3

New Je rs e y 10 0/ 0 / 0
New Yo rk 100/ 0 / 0
P en n sy lv an ia 90 / 0 / 10

E as t N orth C e n tr a l 4 3 / 53/ 4

I l l i n o i s 57/ 4 0 / 3
In d ia n a 55/ 39 / 6
M ic hi ga n 6 / 94 / 0
Oh io 56/ 36/ 8
W is co nsi n 25/ 65/ 10

West  Nor th  C e n tr a l 22/ 66/ 12

Iow a 76/ 5 / 19
Kan sa s 3/ 84/ 13
M in neso ta 12 / 75/ 13
M is so u ri 11 / 80/ 9
N eb ra sk a 9 / 82/ . 9
N ort h  Dak ota 0 / 93/ 7
South  Da ko ta 37/ 63/ 0

So uth  A t la n t ic 62 / 23/ 15

Del aw ar e 100/ 0 / 0
D i s t r i c t  o f Co lum bia 10 0/ 0 / 0
F lo r id a 22 / 39/ 39
G eorg ia 3 / 75 / 22
M ar yl an d 99 / 0 / 1
N ort h C a ro li n a 76/ 0 / 24
South  C a ro li n a 76/ 3 / 21
V irg in ia 85 / 9 / 6
West V ir g in ia 85 / 0 / 15

E ast So ut h C e n tr a l 39 / 37/ 24

Alabam a 3/ 7 1 / 26
Ke ntu cky 86 / 3 / 11
M is s is s ip p i 0 / 76 / 24
Ten ne ss ee 58/ 5 / 37

West So ut h C e n tr a l 0 / 7 9 / 21

A rk an sa s 0 /1 0 0 / 0
L o u is ia n a 0 / 6 2 / 38
Oklahoma 0 / 9 1 / 9
Tex as 0 / 7 8 / 22

M ou nt ain 44 / 2 5 / 31

A ri zona • 66/ 4 /  30
C ol or ad o 89/ 1 / 10
Id ah o 0 /1 0 0 / 0
Mo nta na 0 / 9 9 / 1
Nevad a 0 / 34/ 66
New Mexico 0 / 0/1 00
Ut ah 0 / 9 9 / 1
Wyoming 0 / 89 / 11

P a c if ic 3 / 9 6 / 1

A la sk a 0 /1 0 0 / 0
C a l i fo rn ia 0 /1 0 0 / 0
Ha wa ii 0 /1 0 0 / 0
Oregon 9 1 / 7 / 2
W as hing to n 2 / 8 1 / 17
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Cas U t i l i t y  Company R e s t r ic t io n  F o re cas t - 1976
(E xpre ss ed  in  P e rc en ta g e  ot  R e s id e n ti a l

Cus to m er s Ser ved )

Y es/ N o /U ncert a in

New En glan d 51/ 30 / 19 E ast  So ut h C en tr a l 57/ 4 2 / 1

Co nn ec t i c u t 53/ 4 7 / 0 Ala bam a 2 / 98 / 0
Ha ine 0 /1 0 0 / 0 Ke ntucky 100/ 0 / 0
M ass ach u se tt s 61/ 11 / 28 M is s is s ip p i 0 /1 0 0 / 0
New Ha mpshi re 0 / 36 / 64 T en nes se e 97 / 0 / 3
Rhode Is la n d 0 /1 0 0 / 0
Verm ont 0 /1 0 0 / 0 West So ut h C e n tr a l 0 / 9 4 / 6

Middle A t la n t ic 97 / 0 / 3 A rk an sa s 0 /1 0 0 / 0
L o u is ia n a 0 / 9 9 / 1

New J e rs e y 10 0/ 0 / 0 Okl aho ma 0 /1 0 0 / •0
New York 99/ 1/ 0 Tex as 0 / 9 1 / 9
P ennsy lv an ia 91/ 0 / 9

M ou nt ain 69/ 14 / 17
E as t Nor th  C e n tr a l 60/ 34/ 6

A ri zona 10 0/  0 / 0
I l l i n o i s 57/ 4 3 / 0 C olo ra do 86 / 3 / 11
In d ia n a 56/ 4 4 / 0 Id ah o 0 /1 0 0 / 0
M ic hi ga n • 6 / 94/ 0 Mo nta na 0 / 9 4 / 6
Ohio 10 0/ 0 / 0 Ne vad a 0 /1 0 0 / 0
W is co nsi n 20/ 25/ 55 New Me xico 0 / 18/ 82

Ut ah 10 0/  0 / 0
West N orth C e n tr a l 13 / 73 / 14 Wyoming 0 /1 0 0 / 0

Iowa 39/ 0 / 61 P a c if ic 0 /  9 6 / 4
Ka nsas 0 / 80/ 20
M in ne so ta 10 / 87/ 3 A la sk a 0 /  0 /1 00
M is so u ri 9 / 91/ 0 C a li f o r n ia 0 /1 0 0 / 0
Neb ra sk a 11 / 89/ 0 . Haw ai i 0 / 0 /1 00
Nor th  Dak ota 30/ 70/ 0 Or eg on 0 /  0 /1 00
So ut h Da ko ta 29/ 63/ 8 W as hi ng to n 0 /1 0 0 / 0

So ut h A t la n t ic 60/ 25/ 15 U nit ed  S ta te s 4 7 / 4 6 / 7

Delaw are 10 0/ 0 / 0
D i s t r i c t  o f Co lumbia 10 0/ 0 / 0
F lo r id a 0 / 4 6 / 54
G eo rg ia 1 / 98 / 1
Marylan d 10 0/ 0 / 0
Nor th  C a ro li n a 57/ 0 / 43
So ut h C a ro li n a 81/ 0 / 19
V ir g in ia 10 0/ 0 / 0
West V ir g in ia 32/ 3 / 65

8 3 -8 3 7  O - 7 7 - a
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Mr. D ingell. Could you please, Mr. Lawrence, just comment briefly 
on the appendix to your statement which you have given us, gas utilit y 
company restriction  forecast—1976, expressed in percentage of resi­
dentia l customers served. Would you want to explain this chart just 
a little  bit so tha t we have a clearer o rder of record on that point.

Mr. Lawrence. Yes. We have three numbers reading  from left to 
righ t, by different geographical areas of the country, and then with 
different Sta tes within that geographical area.

Fo r example, taking the New England area, and the State  of Con­
necticut, this would mean that the gas companies serv ing 53 percent »
of the  gas in the Sta te of Connecticut are now restr icting  new residen­
tial gas. They do to some extent have a moratorium; 47 percent of the 
gas served by companies in the State of Connecticut a re to date ex­
periencing no intrastate—I mean, are experiencing no residential •
moratoriums.

The th ird  column means where we have no information as to whether 
they are or  are not. F or example, I  might point out that  in the South 
Atlantic area, the D istric t of Columbia, the State of Maryland, served 
by the Washington Gas Light  Co., for example, they do have a total 
morator ium on all residential hookups. This, by no means, quantifies 
it, but I think i t does identify  the  areas where there are moratoriums 
on new residential hookups.

Mr. Dingell. Thank you very much.
Our next witness is Air. Mullendore.

STATEM ENT OF C. H. MULLENDORE, JR .

Mr. Mullendore. Th ank you, Mr. Chairman. I apprecia te the invi­
tation of the subcommittee to  present a statement on the natural gas 
outlook for this winter  on the Transcont inental Gas Pipe Line Corp.
System (Transco).

Transco transports  and sells natura l gas along the eastern seaboard 
prim arily  from Atlanta,  Ga. to New York City. It sells gas to 69 whole­
sale customers and 1 direct indus trial customer. I t is the largest sup­
plier  to the Philadelph ia-New York megalopolis and  is the  sole sup­
plier of natural gas to North Carolina, Delaware, and portions of 
Virgin ia, Maryland, and New Jersey. 1

Based upon the FP C’s method of projecting  curtailment, Transco 
is p roject ing a systemwide curtailment percentage th is winter  of ap­
proximately 37 percent which is 7 percent greater than it curtailed its 
customers last winter. However, to alleviate the potential  economic *
dislocation which would result due to heavy curtailment of industrial 
users of natural gas, we undertook the following steps:

We obtained all of the additional temporary storage requested by its 
customers. This amounted to 6.4 billion cubic feet (bcf) of storage 
capacity.

We are encouraging and assisting industr ial consumers in locating 
supplies which they might purchase directly from producers for trans­
porta tion bv Transco to the market  area, pursuant to the FP C’s an­
nounced policy in order No. 533. At the present time the Commission 
has au thorized 18 such transpo rtation services involving 33 industria l 
firms and an additional 5 are currently  awaiting FP C approval.
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We located substantial volumes of emergency gas for purchase di ­
rectly by its customers. It  is hoped tha t there will be available over 
the winter sufficient volume of emergency gas to satisfy the requests 
of the customers.

As a result of these steps and the self-help projects of the dist ribu ­
tors, it is Tansco’s opinion tha t there will be no curtai lment  of resi­
dential and commercial customers in its market area and hopeful ly,

* adverse consequences, because of industrial shutdowns, will be avoided.
Mr. Eckharot [pres iding]. Thank you, sir.
Do you have questions ?
Mr. Curtis. Mr. Chairman,  I  would like to direct a couple of ques-

• tions to the panel a t large . I would perhaps sta rt with Mr. Lawrence, 
if I may.

The picture as presented to the paned as I  unders tand it is reason­
ably optimistic in terms of our avoiding significant dislocations and 
disruptions in the coming winter, barring  circumstances which are 
still variable by the weather and unforeseen at this moment. I take 
it the panel would agree with the statement tha t we, no matter what 
is accomplished on a national level in terms of energy policy for the 
long term, are confronted with inevitably significant shortage of n at­
ural gas relative to the demand for this premium fuel over the next 
several years.

Let me ask Mr. Lawrence as I am just assuming th at that is a gen­
eral ag rement; is tha t correct ?

Mr. Lawrence. Yes.
Mr. Curtis. I  would like to focus some questions on what the Federa l 

Government should do, beyond deregulation of wellhead prices to 
manage the  shortages as will occur in the next several years. Is there 
any room, in your opinion, fo r a Federa l policy initiative in this  area, 
and, if so, how should it  be defined ?

Mr. Lawrence. Mr. Curtis,  I think indeed there is. Fir st, in the 
order that I have mentioned them in my direc t testimony I  think some 
statutory expansion of the emergency period, with some statu tory 
expedited certificate procedures would enhance an acceptable emer­
gency program, and tha t is very distinc t from a mandatory intercon­
nection or allocation or mandatory program.

Second, I think the Federa l policy should include one which would 
w permit a rapid  and continuing development in the Outer Continental

Shelf of areas.
The recent legislation tha t the Senate and House considered in th e 

past Congress, while it had many redeeming benefits which we as 
directors and I think many pipeline companies might consider posi­
tive and helpful, it also had some provisions which were not helpful. 
And to the extent that those can be removed it would be a very positive 
step, because we are very encouraged at the potential in the Atlantic 
Outer Continental Shelf.

You have got something like, oh, l 1/? million souare miles out 
there, shelf area, the initial  lease-sale bids I think  were more than 
twice those anticipated. The initial  of structure test wells thus fa r 
have been indicative  of formations  conducive to hydrocarbon accu­
mulations so the Outer Continental Shelf area has been considered 
beneficial.
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Mr. Curtis. Let me try  and define my question a little  more ex­
actly.

Mr. L awrence. OK.
Mr. Curtis. If  the Congress were to adopt a policy of removing 

the Federa l presence in price regulation at the wellhead, then there 
would be no restr iction on the ability of the pipeline systems to access 
the intrastate  market to acquire whatever gas is available in pari ty 
with competing consumers as they occur in the intrastate  markets.

Mr. L awrence. True.
Mr. Curtis. If  the Federal Government is to pursue an aggressive 

Outer  Continental Shelf policy, we are looking at lead development, as 
I unders tand it. 3 to 5 years before meaningful supplies will s tar t to 
be brought to the market from those coastal areas: is that correct?

Mr. L awrence. I think th at is certainly true, as far as rank wildcat 
areas are concerned. But I think  in the Gulf of Mexico, where there 
has been for years vast exploration where many pipeline delivery 
systems are in place, that we could reduce that timelag substantially.

Mr. Curtis. But these, all of these policies, look toward enhancing 
supply availability, both your access to existing supplies by removing 
the disparity between the two markets and the bringing on of addi­
tional supplies through  what you would regard as more enlightened 
Federal policy to our energy requirements.

Nonetheless, am I incorrect in believing that  in the next 3 years 
we are still going to have significant shortages in natura l gas, not only 
into your existing firm commitments but certainly  as compared to 
potential demand for  the fuel ? Aren’t we going to be at a stage of con­
tinu ing moratoriums and fuel hookups and in a stage of continuing 
curtailment of various dimensions ?

Mr. Lawrence. Mr. Curtis, I  am afraid you are right , and that makes 
it all the more important that  we get on with these steps tha t you have 
just stated. I would point out, however, that  again in a lot of the 
conventional producing areas both onshore and offshore if the field 
incentive is there the timelag would not have to be the normal 3 to 5 
years that you would normally have in a rank wildcat area because 
a considerable amount of explora tory work has been done, and if 
the incentive is there to pursue development some additional supplies 
could be brought along in a short term as I think  the  rising prices in 
the intrastate  area indicated in the  period of late 1973 and 1975.

Mr. Curtis. One of the princ ipal tools now existing for managing 
shortage, national Federal Commission uses, is its curta ilment au thor ­
ity. It  has often been said that  that  suffers from an inadequate sta tu­
tory  base, that the Commission does not have a full measure autho rity 
tha t perhaps it needs to have to make effective a national curtailment  
policy, and the use of adjudica tory procedures are themselves inflexible 
and incapable of responding in the near term as might be required in 
emergency circumstances.

Can you give us AGA’s position on whether the curtailment author­
ity is adequately based in statute, and whether there is any suggested 
policy that you would present to the committee for making hopefully 
a more rational  cur tailment  svstem tool for the F PC  in addressing the 
realities  of a curtailment market ?

Mr. Lawrence. I  guess, Mr. Curtis, we would say perhaps we would 
consider that  it is adequately based in statu tory authority,  because
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we have seen tha t Federa l Power Commission regulatory policy has tended to be initially at least standard  for many State curtailment 
prior ity proceedings.

Perhaps if this were put in a rigid  statu tory framework it might  
deprive both the Federal Power Commission and the States of some needed flexibility.

Mr. Curtis. But is it fai r to say you are satisfied with the cur tail ­ment mechanism tha t the Federal Power Commission uses, and that you believe it is o f sufficient scope and flexibility to respond to it?
Mr. Lawrence. Our association, Mr. Curtis, really does not have a specific policy on this because T th ink our member companies’ views 

run on a pret ty wide spectrum. I guess the best answer I might give 
you is my personal concern is that  we might he concerned as to what 
would come out of a rigid  Federal  statute , and again depriving a knowledgeable Commission, in light of all the a ttendant and changing circumstances to be flexible and responsive.

Mr. Curtis. I  wonder i f other members of the panel might comment 
on the adequacy of the curtailment power and its admin istration 
particularly? Has it been satisfac tory? T think Mr. Angell indicated 
a circumstance where they have got a moving target on curtailment for your part icular company.

Mr. A ngell. Let me put it this way. T think  probably the statute,  as has been interpre ted in more recent years by the  courts, probably really is a sati sfactory tool. I agree with Mr. Lawrence.
Mr. Dinoell. You say it is a satisfactory  tool, or it is not?
Mr. Angell. I thin k basically it is, yes. T agree with Mr. Lawrence. 

T guess it depends on a philosophy. Tf you want to have the Federal Power Commission, as an example, extend its end use programs auto­
matically bevond the pipelines to the city gates, and so forth,  well, that is a philosophy. T don’t th ink they are capable of doing it. I don’t think they have the manpower. Even if you could staff them, I think it is something tha t is better done at the local level. To he sure-----

Mr. Curtts. May T inte rrup t? Is it being adequately done at the local level, your opinion, now?
Mr. Angell. Basically, yes. I think it is. T agree with Mr. Lawrence’s statement, it has worked. Now. there have been difficulties, there  is no question about that . Probably that  is the  fault of human beings, perhaps. T don’t thin k it is the faul t of the system, necessarily. As I  

say, T don't think  the statute is that bad. We have had to develop an 
awful lot of new law as a result of curtailments, and unfor tunate ly 
my parti cular company was one of those involved in much of that new law. T guess if  we have a complaint  it is the degree of ad ministra ­tive delays that go on. As an example, we are still looking for a perma­
nent program, and we will have been in t rial  for 6 years. Hopefully , we are going to have an answer to  that  one of these days. T don’t mean to suggest that our trial  has been uninterrupted.  Tt has not. We have 
been up and back to the courts. In fact, we iust had a court decision 
last Friday  which changed the program slightly. T alluded to that
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in my prepared testimony. But  in answer to your basic question, I 
think tha t, yes, t ha t the statu te as now written basically is adequate.

Mr. Curtis. I)o you believe i t is also adequate, it has an exceptions 
relief mechanism. Is tha t adequate to deal with a cascade of applica­
tions should we get a severe curtailment problem due to unusually 
cold weather or the loss of emergency supplies that  you are now count­
ing upon ?

Mr. Angell. I am sorry, Air. Curtis, I am not sure I understood your 
premise. Are you saying it does have it?

Mr. Curtis. Well, there  are exceptions, relief from the general cate- *
gory curtailment  orders, but those proceed under adjudicatory case- 
by-case basis. Is that machinery adequate if we do get the type of 
severe shortage tha t certain ly we hope will not occur or do you need 
a different tool to deal with that  as well ?

Mr. Angell. I will put i t this way. If  the situation does not improve 
itself, as most people now look at it, over where we are today, say,
3 years from now, if the shortage continues to increase, there may well 
be additional steps required. I might add I don’t believe a national 
allocation is the answer to that.

Mr. Curtis. Would anyone else care to comment ?
Air. AIcGrath. Air. Curtis, I think as a general proposition the 

pipelines believe that  the Commission’s order 467-B priorities,  and 
so on, if handled in a flexible manner, and not rigidly , probably are 
the best way to handle the situation today. Now, circumstances may 
change a few years from now, and one of the  problems tha t we have 
encountered is that each pipeline company is different.

Each system is different. And you just can’t have a mold and expect 
all the companies to fit it. They have their own supply problems, their 
own supply situation, their  own marketing problems, the different 
regional problems tha t they have that they serve, and the 467-B 
prior ities have been an attempt by the Commission to cover a very’ 
broad situation, and I th ink they have done that now.

One of the real problems has been the delay, as Air. Angell pointed 
out, in  get ting final approval for some of these curtailment plans that 
the companies are required to submit to the Commission. And when 
you consider the fact tha t you have hundreds of customers, both dis­
tribution and indust rial, competing for gas all over the country, and <
these numerous pipeline systems tha t are trying to  balance thei r sup­
plies against requirements, it is no wonder that you do have some 
delay. But if there is a criticism of the system. I  think it is the undue 
delay encountered in gettin g these programs under final approval. •
And then we have the situation, as Air. Angell pointed out, of the 
court reviews that are a lways lurking  in the background on any FPC 
order that  is issued, and the partie s are never hesitant to go to  the 
courthouse to seek court review.

Air. Curtis. Those are both problems. Are they problems which 
elevate, in your mind to the point that the Congress should address 
them to provide means for truncating the adminis trative procedures 
and in indeed truncating the judicial review of the curtailment plans 
once declared ineffective?

Air. AIcGrath. AVell, if there could be a way found to  speed up the 
process legislatively or to circumscribe the areas of court review tha t 
might  be helpfu l, but I  don’t know tha t I  am in a position to say that
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you could do tha t without  intrudin g on people’s constitutional rights  and legal rights and everything else. I doubt seriously tha t Congress 
could meaningfully address that problem.

Mr. A ngell. If  I may inte rrup t there just a moment, I do believe 
that we have had this long delay, hut I believe th at things are begin­
ning to shake themselves out on this now. And it has been under exis t­
ing statutes. I don't think tha t the future is necessarily going to be what the past  has been in te rms of these delays. The courts have iden­
tified the problem areas. The Commission has responded to them or 
whatever. And so I  th ink that we have made a lot of progress on what• we can expect in the future years.

Mr. Curtis. Let me ask in what probably is a more controversial area, and that  relates to the sharing of supplies among svstems. The 
Federal Power Commission witnesses th is morning  testified to thei r• efforts to develop volunta ry agreements for sharing of supplies. They evidenced that  they have been less than  pleased with the results. Mr. 
Lawrence testified that  historical ly the major distribution, the major pipeline systems have engaged in the practice of sharing either 
through displacement or direct passthrough on existing interconnec­
tions. What is the industry ’s view ?

Let me ask Mr. Lawrence. Do you think tha t there is any possibility 
for developing as a contingency plan, a voluntary, dra fted, but in exist­
ence mechanism for  sharing  among pipelines should distribution com­
panies feeding off those pipelines in fact cut into the prior ity one resi­dential or small commercial user?

Mr. Lawrence. You mean sort of a contingent plan of operation and involuntary procedures?
Mr. Curtis. Let me ask it this way. You have all testified tha t this  is 

very unlikely it is going to occur. But most likely should it occur there 
is going to he a request of the Congress to respond to it. If  the indus­
try ’s position is the Congress should not do the unwise thing, sett ing in 
place mandatory sharing program, wouldn’t the Congress be dissuaded 
from that  if the industry bound together a voluntary sharing which 
would make unnecessary this type of governmental response, if in fact 
you do suffer curtaiments in the pr iori ty one area ?

Mr. L awrence. I think, Mr. Curtis, the answer to tha t is probably 
yes, with a qualification, i f it is not perceived as an interim step toward 
the unwise, the mandatory allocation, which we firmly believe will be 
counterproductive, because I think  you are going to have massive re­
sorting to legal recourse. And I really think perhaps some of the others• on the panel might explain in more detai l some of the volunta ry cir ­
cumstances tha t are taking place and are working, and how they are doing that under the voluntary circumstances, and I guess in short we 
disagree with the testimony you heard this morning. We heard Mr. 
Holloman. Commissioner Holloman testify  before, that he does sup­
port mandatory allocation. He d id it on the Senate side, and I would 
just have to say tha t we respectfully disagree.

Mr. Curtis. Well, let me just ask it this way, before the other mem­
bers of the panel. I take it there is not now a formalized sharing of 
agreement among e ither the pipelines or a group of pipelines and d is­
tribut ion companies.

Mr.  L awrence. T ha t is tr ue  because I  th in k------
Mr.  Curtis. An othe r case-by-case or  pipe lin e ba sis ?
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Mr. Lawrence. Yes; because I think some of the same problems you 
would have in dra ftin g legislation that would meet all of the  highly 
changeable circumstances you would find present in tryin g to dra ft 
such a voluntary plan. I would have to say. though, that I th ink some 
of the hesitance to proceed into some sort of a formal voluntary pro­
gram is the perception tha t that would lead to a more rigid, mandatory 
allocation plan. 1 think  a part of the success of any congressional 
action in that regard  would be to make clear that that was neither the 
intent nor would it be the result.

Mr. Curtis. Is it your perception th at if curtailments in fact occur 
in prior ity one customer categories, that  the indust ry will respond by *
making gas available to a person, a supplier found in those 
circumstances?

Mr. Lawrence. I think absolutely, yes.
Mr. Curtis. Then what is the hesitancy to make some formalized 

agreement to so make that supply available?
Mr. Lawrence. I really th ink-----
Mr. Curtis. Jus t on a prior ity one.
Mr. Lawrence. I think I can only repeat what I said, some of the  

difficulties in reducing such a voluntary agreement to writing,  but I 
suspect more important would be the fear that this would be an interim 
step toward the  more rigid mandatory allocation.

Mr. Curtis. But you don’t have antit rust problems or difficulties in 
arriving at  such an agreement that you are aware of other  than those?

Mr. Lawrence. I think that  those are always present and always 
considered bv counsel of the exchanging companies, but I think the fact 
that  both the pipelines and the distributors are essentially 100-percent 
regulated companies great ly alleviates the anti trus t concern.

Mr. D inoell. Well, if  I  could, this is a question I  had not intended 
to go into, but I think  Mr. C urtis  is doing the committee and all of us 
a service in this matter.

As I understand the an titrust  exemption received by regulated com­
panies. it only goes to those activities o f the company which are regu­
lated, and agreements which are approved by the regulatory body, or  

. which are possibly—and I am not even sure of this—which are pur­
suant  to the regulated activities of the company, and not necessarily 
agreements which might not fall within the jurisdiction or the power ,
of the agency to approve. Now. we find ourselves here apparently with 
a si tuation where the regulated agency, r athe r the  regulating agency, 
has no authority to regula te the pipelines in connection with the agree­
ments of this sort. •

Now, i f tha t lie so, how then would these agreements be sheltered 
from the ant itru st laws, or  how could the companies which exercise 
such agreements in good faith  be protected agains t possible antit rust 
problems.

Mr. L awrence. I think many of these are done righ t under the  um­
brella of the 60-day emergency provision pursuan t to a Federa l 
regulation.

Mr. D inoell. Y ou are saying that because of the 60-dav sales provi­
sion for emergency, that  this kind of an agreement would fall under 
that  partic ular  power of the Commission. I s th at essentially wha t you 
are saying?

Mr. Lawrence. Yes, sir.
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Mr. Dingell. And that, therefore, there would be an antitrust exemp­
tion which would attach, I would assume, within  reasonable bounds?

Mr. L awrf.nce. W ithin  the normal regula tory umbrella, yes.
Mr. Dingell. I am a little  more comfortable, but I am not fully 

comforted yet, and I say this with respect for you, Mr. Lawrence, but 
with a measure of justifiable apprehension, because I would hate to 
see the indus try doing something to help folks and wind up getting 
into ant itrus t difficulty on the matter.

Mr. Lawrence. Well, I am not personally aware of any ant itru st 
roadblocks tha t have prohibited the voluntary exchanges tha t have 
taken place which are considerable.

Mr. McGrath. Mr. Chairman, if I could comment. I don’t neces­
sarily suggest tha t we see any ant itrust roadblocks, but there is no 
immunity granted the companies from anti trus t statutes by reason of 
their regulation by the Federal Power Commission. I think the El Paso 
case is a classic example of tha t situation. And if you will note th e 
Commission’s o rder establishing the investigations of the 19 pipeline 
companies, they specifically inv ited the Department of Justice Anti­
trust. Division to have a represen tative present in case any ant itrust 
problems were lurking in the investigation th at they were undertaking. 
So I  don’t think we can be sanguine about the fact (hat just because 
the Federal Power Commission regulates the intersta te pipeline com­
panies tha t they are immune from a ntit rust problems. We are not.

I would like to comment fur the r on Commissioner Holloman’s com­
ment this morning in expressing a larm tha t there had been no volun­
tary agreements entered into by the companies. And the answer to 
that is very simple, because there are no emergencies yet to which these 
companies are being asked to respond.

When the emergencies arise, I think  the history of the indust ry 
shows tha t the pipelines have responded. And if, as and when an 
emergency occurs th is winter, I am confident that  the companies will 
do whatever they can with in the perameters  of their own supply s itua­
tion, their own customer demands, to meet the voluntary exchange of 
gases tha t may come up. But it is certain ly premature at this point 
in time for any pipeline company which is wrestling  with its own 
supply problems to enter into a voluntary agreement to supply gas of 
unknown quantities at unknown places at unknown times. And so I  am 
really much surprised that Commissioner Holloman would express 
concern tha t there was a lack of any kind of agreement at this poin t in 
time.

Mr. Mullendore. Mr. Curtis. T might also comment on that in behalf 
of Transco. We have many exchange points with other companies not 
only in the production area, but up and down our system tha t we 
have entered into. The Commission is well aware of all of those ex­
change points. As a matter of fact, we entered a tabulat ion in the 
omnibus proceeding pursuant to thei r suggestion that  we list all ex­
change points with all of the  other pipeline companies that we have. 
And we exchange gas from time to time in the production areas and 
others and a system, other pipeline companies, in moving volumes 
around in order to meet the ir market demands.

Mr. Curtis. Well. T think  the point that T was ge tting at is we get 
somewhat between the rock and a hard  place. T am saying tha t we 
don’t believe you are saying that  you don’t believe tha t the curtail-
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merits will cut into pr iority one. Should they occur, I think  we can all 
agree th at the  Congress is going to find almost irresistible some effort 
to allocate gas to priority one resident ial and small commercial cus­
tomers if  the ir is gas somewhere in the Nation being consumed for  oil 
or fuel construction, for electricity generation purposes. Yet if the 
Congress does tha t, it is your position tha t the Congress w’ill do it 
unwisely, and it will contain many negative implications, not only for 
the short-term situation, but the long-term situation. Yet the indus try 
as a whole can’t develop, or hesitates to develop a formalized con­
tingency plan to give assurance  that prior ity on cur tailments will in *
fact be met, or satisfied, for fear t hat  if it develops it then the Federal 
policy would merely incorpora te it into a mandatory program. Is 
that the general position tha t is the opinion of the panel?

Mr. Mullendore. I might comment fur ther on that. We are con- *
fident tha t other interstate pipelines would help each other volun­
tarily . Again, as Mr. McGrath says, given consideration to what th eir 
supply is, and what their market  is, and particularly in the event of 
a serious emergency occurring on one system which threatened human 
needs, of residential customers.

I might also say tha t othe r distributors, not only on the same system 
but on the  other  systems, we think likewise would come to the aid of 
a distr ibutor customer. But until all of these self-help measures are 
failed, and every avenue had been explored, other pipelines had re­
fused to help out—or could not help out—other distr ibutors could not 
help out, and there was a genuine emergency, not supposed, but a 
genuine emergency threatening residential customers.

Now, Transco has taken the position up with INGA A. I n a posi­
tion pape r with INGAA we were the dissenter saying that in the event 
all of those things occurred, th at a mandatory allocation may be ap­
propriate. However, we did say th at the donor of the gas, the  pipeline 
or the distributor should be fully compensated for the gas tha t it 
delivers, including any losses occasioned by the loss of the gas. But  
we were, I think, probably the dissenting pipeline on tha t point.

Mr. Curtis. This is my last question.
To the  extent that  the donor is donat ing gas which it has firm con­

tractual delivery requirements to deliver, does it have the legal au- *
thori ty, in your opinion, to voluntar ily, even at a compensable basis, 
share tha t base with a pipeline with another distribution  company 
that  is curtailed into  prior itv one?

Mr. Mullendore. I could not truly answer tha t not knowing the •
contrac t or the other circumstances.

Mr. Curtis. Mr. T>awrence, does the indus try have a position on 
whether—I take it all the distribu tion comnanies—excuse me, all the 
pipelines are rouphly in either a zero curta ilment or some measure of 
curtailment, and this is a measure of deliverv requirements pursuant to 
firm contractual commitments. Does a pipeline have the authority to 
share gas which it has a firm contractual commitment to deliver with 
some other pipeline, even on a compensable basis, to the event of its 
sharing that  gas would cause additional curtailment of its own cus­tomers’ needs?

Mr. Lawrence. Well, I think if I understand vour question tha t 
tha t would lie done under circumstances where the customer would 
relieve some of his entitlements to another more deeply curtailed
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customer of grea ter need, bu t where there are contract entitlements, 
those would have to be formally relieved under the ex isting inte rpre ­
tation of the law bv the Commission.

Mr. Curtis. And there is no mechanism for formally relieving 
those, or is there?

Mr. Lawrence. To my knowledge, no.
Mr. McGrath. No.
Mr. Angell. There is no mechanism, but the party who may be the 

party giving up gas to the troubled pipeline can certainly  explain 
» to it s customers the curtailment situation. I might also add, depend­

ing on where the problem comes in, what time of the year, most of the 
pipelines, not all of them, most of the pipelines have day-to-day 
flexibility in terms of storage, so they can still meet what they con- 

* sider thei r obligations to thei r customers at tha t point, and perhaps
withdraw a lit tle more from storage than  is programed,  all consistent 
with thei r curtailment.

Mr. Curtis. I f we are cuttin g into priority one, we are contemplating 
a very, very severe supply circumstance, where that  storage may not 
anv longer be available.

Mr. Angell. I am talking  about the pipeline who would be willing 
to give up some gas at that point in time to help the one w’ho is going 
into th is high-priority curtailment. Obviously, if the pipeline itsel f is 
experiencing difficulty with that priority,  he would be in no position 
to give up gas. I am speaking of circumstances where another com- 
panv could use his storage facilities, as an example.

Mr. Curtis. Barrin g s torage facilities it is feasible you would have 
to get permission of your customers to take delivery entitlement away 
from a customer and share it with another, even on a compensable 
basis?

Mr. Angell. I certain ly think we would. I  think we would.
Mr. Curtis. If  a customer says no, then you are not able obviously 

to proceed with a sharing. Should the Federal Power Commission, 
or any other governmental  agency, have the authority  to relieve you 
of your delivery requirements in those circumstances?

Mr. Angell. You say should they?
Mr. Curtis. Yes.
Mr. A ngel. In all honesty, Mr. Curtis , the problem as we see it as 

a company, and I guess as most pipeline companies see it, if you are 
talkin g about a fail-safe type of mechanism, and we honestly believe 

„ the other pipeline companies will cooperate, but if everyth ing goes
down the drain, and we don’t have that  ability , and i f we had a mecha­
nism, whether it be legis lation, where it would be used solely for tha t 
purpose, I am not sure United Gas Pipeline would say tha t we are 
opposed to that .

What we are very concerned with, and we have seen this happen 
all too often is the  fear of what happens when the camel gets his head 
under the tent, and once he gets in there it gets awfullv crowded. Plus 
who is to say what the  emergency is. Righ t now I think  the pipelines 
are in better position to communicate between themselves and really 
identify the problem. Who in Washington or in the S tate  of Louisiana, 
or Mississippi or wherever it may be, who is to make that determ ina­
tion ? I think  the pipelines are in a better position to do it.
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Mr. Curtis. I hope you don’t understand my questions as urging  
the Federal involvement.

Mr. Angell. No; I understand.
Mr. Curtis. It  does seem to me that  the best way to deflect it is 

by having in place a workable contingency plan which would obviate 
the need for, or justification for Federal involvement.

Mr. Angell. Well, in a sense I think we on our system have such an 
unders tanding. We haven't reduced it to writing, because as Mr.
McGrath  pointed out, we can’t identify  when it will happen, where 
it will happen, and to what degree. So when we ask a company to sor t «
of hold an umbrella over our  head, we can’t tell him what the circum­
stances are, so he is in no position to judge whether he can do i t at 
tha t point in time. We could enter into an agreement with  very broad 
terms, but it probably would not have very much meaning to it. The *
way we have it now, I think we have an understanding t hat  i f we get 
into trouble to the extent they can help us they are going to do it.

Mr. Curtis. Thank you, Mr. Chairman.
Mr. Lawrence. Mr. Chairman, might I add just one point on your 

pursu ing the  ant itrust question ?
Mr. D ingell. Certainly.
Mr. L awrence. I certainly concur in the statement of Mr. McGrath, 

tha t regulated interstate pipelines are not immune to the ant itrust 
law. But I think  we found that frequently the consequences of anti­
tru st concerns are in the minds of the counsel representing the com­
panies, whether they are cautious or aggressive, or whatever. And 
when we consider the fact that all these voluntary exchanges would be 
made with the concurrence of the Federal Power Commission, I 
cannot help but think  that regulatory umbrella is one tha t gives them 
some feeling of comfort, and this is why to our knowledge I am not 
aware o f any anti trus t roadblocks to voluntary exchanges.

Mr. D ingell. Thank you. sir.
Mr. Eckhardt.
Mr. Eckhardt. Do I unders tand that  the members of the panel 

generally  agree with the statement of Mr. Angell, that you believe 
that, it will be possible to curtail this on the basis which will avoid 
severe economic dislocation provided that your companies are avail- (able to obtain emergency gas protected under not unusually cold 
weather provisions? Is that pretty much the consensus?

Mr. Lawrence. T think,  Mr. Eckhardt, as far  as shutting down 
plants , putting people out of work, et cetera, yes. But there is an eco- >
nomic consequence of that in the case of having to curtail natu ral 
gas supplies or resort to alte rnate  fuels, and that is the higher price of 
the alternate fuels.

Mr. Eckhardt. But as of  this winter that  is already a foredrawn 
conclusion; is it not ? T mean, there is not much we can do about tha t.

Mr. Lawrence. I think  perhaps  that is right , but as I mentioned 
earlier even in an emergency bill that the 95th Congress could pass, 
unless there is a lame duck session, would be pret ty much into this  
winter.

Mr. Eckhardt. Well, sure, T think we can certainly assume tha t 
no action could be taken until about the end of January, as a practical  
matter.
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Now, of course, we have got two questions tha t your panel has 
addressed, and other  persons coming before this committee have ad­
dressed, one is what ought to be done with respect to ge tting sufficient 
gas for the high prio rity  users, and of course somewhere down the 
prior ity line but  I think eventually we are going to  be talking about 
utilizing gas largely in other than boiler fuel users. We have been 
talking about tha t question, and we have been talk ing about what 
might be desirable with respect to taking care of  these unusual con­
tingencies that you say may come up, the exception tha t you make to 

» the proposition tha t we will probably get through all righ t with win­
ter. Now, on this second proposition, do you feel that  we should ad­
dress that at all? Do you th ink we should address the question of any 
changes with respect to existing law concerning the problem tha t

♦ may exist, say, in February and March? I guess tha t is what we are 
talking about, p ractica lly speaking, are n't we?

Mr. McGrath. Yes.
Mr. Eckhardt. Ts it feasible to do it? Ts it desirable. Do you rec­

ommend it. Do you feel tha t we should take legislative action with 
respect to questions for those 2 months? Of course, we may have to.

Mr. McGrath. Mr. Eckha rdt, if I could venture a response, I think  
the comment was made this morning and we talked a little about it 
this afternoon, on the leadtimes required even i f you were to pass a 
deregulation bill today tha t it would be a couple of years before you 
would, hopefully-----

Mr. Eckhardt. Do you not think we could put the deregulation 
thing to the side, right now ?

Mr. McGrath. Well, I think .
Mr. E ckhardt. Because if we were to do that , we would probably 

be through March.
Mr. McGrath. Well, tha t is the problem. I think  if we approach 

it in a tandem way, which T think Mr. Lawrence mentioned S. 2310 
did come over from the Senate last year, titl e I—I  think you would 
accomplish both of your objectives. One, you would provide emer­
gency provisions to meet the emergencies t ha t might arise until such 
time as the deregulation becomes operative, tha t is, tha t the new 
supplies begin to come on line.

• Mr. Eckhardt. Tha t is determined differently7 perhaps because I 
had been seeking emergency legislation as legislation that  would be 
available at least for a portion of this winter. Now, T think it is 
absolutely inconceivable tha t we can deal with deregulation in time

** for it to have any impact at all with respect to this winter. Now, of
course, if you are using “emergency” in the sense tha t even though we 
put into effect cer tain provisions concerning curtai lment of additional  
production over a period of time, you are using emergency to say even 
though we are doing tha t that  we ought to have also in place some 
legislation, say, for next winter, and even afte r permanent legislation 
is passed, then I can see the emergency legislation is linked with a 
permanent solution to the question. But T think what you are telling 
me is that there is no need to try because it is virt ually  impossible to get 
legislation passed that  would deal with this winter’s emergency.

Mr. McGrath. I  think as a practical matte r tha t is right.  As Air. 
Lawrence pointed out, i t will be the 95th Congress, unless you have a 
lame duck session this year, which is doubtful, and then you are get ting
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into February  and March, toward  the tailend of the heating season 
and any action taken then may be a little bit too late.

Mr. E ckhardt. Of course, I have always been of the opinion we 
should have moved r ight  away and come to some kind of conclusion 
between the Smith amendment in the House and the Pearson-Benson 
bill in the Senate. I  thought  we had the vehicle to work on it then and 
I thought we ought to have done it as soon as the two bills got out of the 
House and Senate. But, of course, tha t is water under the bridge.

It  seems to me what we ought to recognize now is that we have to deal 
with two related problems. But we should deal with them with sufficient aexactness and in sufficient depth to be assured of a good program. Those 
two problems would seem to me to be the question of what can be done 
concerning the question of assuring ourselves of gas for various uses 
intheir  line of priority. >

I would assume that would include, and I think we almost all agree 
with it, would include some means of getting rid of a disparity  between 
price of intrastate  and interstate gas.

And second, certa in interim measures, so we do not run into short ­
ages during the winter. Would you agree with that  ?

Mr. L awrence. Could I  make a couple of comments? I  would hope 
as early as possible in the next Congress this committee would deem 
advisable to pursue a resolution between Pearson-Benson and what­
ever alternative might come out of the House on the permanent  solu­
tion.

As to the more expeditious emegency-type legislation, I would 
reitera te what I said on direct. That is, to codify, that  might expand 
the emergency period to 180 days of the Pearson-Benson as was in 
the administra tion’s recommendation to  the Speaker, to expand it to 
streamline some of the certificated procedures and codify that emer­
gency provision on a voluntary basis. We would support that.

We would be concerned, though, and would not support a program 
of the more rigid mandatory interconnections and allocations which 
we think would be most counterproductive.

Mr. E ckiiardt. If  the gentleman would indulge for just a moment 
more. Wha t I am getting at  is, do you not think, i f we are going to do 
something for th is winter, we better forget about the general question 
because we cannot possibly do th at in time to meet any exigencies of •
this winter. I  would think  you are te lling me we might as well get into 
the whole question and forget about try ing to do something tha t affects 
this winter.

Mr. Lawrence. On your premise, Mr. Eckhardt, we cannot. We need "
to move expedit iously as soon as possible. Late in January when the 
95th Congress convenes, we would hope you would focus on the volun­
tary  type  emergency program of the type I  described—it was tit le 1 of 
Pearson-Benson—and steer away from more controversial unworkable 
mandatory allocation.

Mr. E ckhardt. Of course I think we have to steer away from any 
drastic change with respect to price if we expect to get anything 
through early next year.

Mr. Lawrence. But. keep it at the  top of your p riori ty list.
Mr. E ckhardt. Subsequent to th at, tha t is what this committee has 

always done, at least on this side of the fence.
Mr. Angell. Accepting your premise, we think  the  long-term solu­

tion is long overdue, but putt ing tha t aside for  the moment-----
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Mr. Eckhardt. I agree with you on that.
Mr. Angell. How much help would a titl e 1 be, we will call of i t—I 

think  it will be fairly limited. But I do not see any down side of having tha t enacted.
Mr. E ckhardt. The point  is, i f we are going to  do th at, do not put 

us in the position we were in last time ot letting  us at tempt to meet 
this exigency, this emergency situation, and then have thrust  upon 
us on the floor a decision with respect to the question of deregulation.

Tha t is enti rely unacceptable because this question of meeting the 
long-term problem of gas regulation or deregulation is at least as* complex as the whole question of oil pricing. And to throw t ha t ques­
tion on the floor of the House, it seems to me, is the height of irrespon­
sibility. I would have thought tha t would have been proved by the history in the last session.

Mr. Mullendore. On behalf of Transco, given the premise you 
stated in the difficulties and controversies th at would apparent ly come 
about as a result of talk ing deregulation or whatever form it might  
take, we would like to see emergency legislation passed along the lines 
of the rest of the panel as soon as possible because we may need the 
emergency legislation this summer to fill storage fields.

We do not know what kind of a w inter we are going to have. I f it 
is a very severe winter, we might draw the storage fields down con­
siderably. It  might very well be we have to buy emergency gas this 
summer in order to supplement our fluid supply and get ready for next winter.

Given the complexities of the arguments about deregulation, I 
think our company would like to see some type of emergency legisla­
tion permitting  us to buy on 180 day situation, not mandatory alloca­
tion but perhaps g iving us that righ t, at  least codifying the permission 
would have us to have tha t righ t in case we require it this summer and next winter.

Mr. Eckhardt. Than k you.
Mr. McGrath. The inters tate pipelines do not disagree with tha t 

statement at all. We are saying we have been doing this patchwork 
for so long now th at we have got to get moving on the long term, and 
we really feel tha t is a s tep that  has to be taken. Tha t is why we urge* tha t it be done in tandem.

Mr. E ckhardt. Aren’t you saying steps can be taken and should be 
taken irrespective of  what we do as respect to the other step?

Mr. McGrath. Definitely.
* Mr. Eckhardt. Than k you.

Mr. Dingell. The time of the gentleman has expired.
Gentlemen, one of  my concerns in approaching any kind of short­

term legislation has been the concern we might find ourselves with 
the same kind of unpleasantness we had during the previous Congress. 
I would suspect possibly with change of Speakers, and other circum­
stances here about, we might  have a little  different set of conditions 
to face.

I loath to place the Congress in a position under the kind of cir­
cumstances we are compelled to consider natural gas circumstances 
in the past Congress without  rath er better justification than  history 
shows we had.
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Gentlemen, your comments today have ranged only slightly afield 
from the question at hand. Perhaps you will forgive me for going just 
a hai r fur ther afield. But 1 am curious. What has been the impact of 
the Federal Power Commission's order increasing prices of natural 
gas from $.52 to $.93 or $.95, depending on how you take the figure, 
and increasing the cost of new na tural gas to $1.42 per thousand? Can 
you give me some comment as to what that has done to supply or what 
tha t will do to supply?

Mr. McGrath. Mr. Chairman, right now it is too early to assess 
what  impact it has had on supply. As you probably know, almost since 
the day the opinion was issued in July , there have been court proceed­
ings instituted challenging the Commission's order, opinion 770-A 
issued on Friday has been appealed to both the fifth circuit court of 
appeals and D.C. circuit court. <

With  that  kind of cloud on it, there is an uncertainty as to when 
those rates would really become effective. I think as a general prop­
osition, however, the pipelines look upon this as a bold and major 
step forward by the Commission to get the field prices in line with 
reality , and we hope that  they will generate new supplies for the 
inter state  pipelines.

Mr. Dingell. We all hope that. I am sure the Federal  Power Com­
mission hopes that.  But the question is, a, I think you are fa ir in 
responding, it has not yet gone into effect for a sufficient period of 
time to produce new gas. What  is your expectation with regard to it?

Mr. McGrath. We think  it will br ing additional gas to the inter­
state, market. We think  it will enhance the incentives for increased 
drilling. It  will improve the outlook for  marginal wells that hereto­
fore many producers and pipelines may have passed up because the 
costs were jus t not in line with what the area rates were permitting.
We think in the offshore areas, it will stimulate some additional 
dril ling  there. We are  going out in the Atlant ic area, hopefully soon.
That is hostile terr itory out there.

The prices may be encouraging to the producers to devote more 
money than  they might otherwise to those kinds of front ier areas, 
if you will.

We are very convinced that  they will elicit new supplies. How much 
is anybody’s guess. •

Mr. Dingell. I want to be courteous, gentlemen, could I so say 
do any of you have comments you would like to make on this ?

Mr. Lawrence. I  certain ly agree with what Mr. McGrath said in 
the Outer Continental area which, of course, is subject to FP C *
jurisdiction. I think in the last couple of years, we have seen some 
accelerated activity  in the on-shore area in gas well exiorations and 
completions. This is attributed to the higher incentive intra state  
prices. There  has been 180 degree experience in the OCS area where 
there  has been a decline in activity. We think  the $1.42 new price 
will stimulate  some OCS activity.

Mr. Dingell. How about onshore ?
Mr. Lawrence. We do not see that  as being able to compete wi th 

the intrasta te market. In  some areas, it would certainly, but across 
the board, we think  not.

Mr. D ingell. Could I  sav you are all in agreement with t ha t s tate­
ment or, would I be unfair  if I did tha t ?
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Mr. Angell. I agree with it. I think there may be some gas that  
we can buy onshore, bu t it is going to be pre tty small comparatively. 
We are not going to be competitive. If  all other things were equal, 
if the int rasta te buyer and United had an equal shot at it, he is going 
to get that gas. We are not going to be able to meet his price, I  do not 
believe. There might  be isolated places where we can pick up some 
gas. For $1.42, the producer will dr ill it and commit it to us whereas 
he might not do it at $1 or whatever because it is not economically 
feasible for  him to do so. But basically we are not going to be com­
petitive, in our judgment , with intrasta te markets.

* Mr. Dingell. What is the level of  price of intras tate gas? It  varies
considerably across the country. Roughly what would be the level ?

Mr. Angell. In Texas, I  think Texas is a very good case.
Mr. Dingell. Texas, Oklahoma, Louisiana.
Mr. Angell. Texas in part icular, 3 years ago, something on that 

order, they had fair ly deep curta ilments  in Texas on their intrastate  
lines. When they turned those prices around to where they are today, 
they greatly improve thei r supply. I agree with the comment made 
earlier, they are not by any means fat on the ir supply, however, they 
are much better off than  we are. But they are not tremendously 
wealthy in gas reserves.

Mr. Dingell. You are talking about the Sta te of Texas?
Mr. Angell. I am talk ing about the intrastate  pipelines. The 

reason they have done it is because they can go out and get tha t gas 
for that price. I think tha t is a case tha t can be made. I really do 
believe this for deregulation . I will not go into arguing tha t point.

Mr. D ingell. Without arguing that  question, can we get some ap­
preciation of what is the level of intra state  gas prices now, let us talk 
Texas, Oklahoma, Louisiana, maybe a State tha t produces less for 
intrastate usage for California, Montana.

Mr. McGrath. The Federal Power Commission recently issued 
a report on intrasta te prices. I believe the average is about $1.59 
overall.

Mr. Dingell. $1.59 overall ?
Mr. McGrath. Overall. Tha t is taking Texas, Oklahoma, Kansas, 

Louisiana, what have you. In the State  of Texas, which is really the 
9 single largest  source of intrasta te gas and the one which the interstate

pipelines by and large look to for the bulk of the intrastate gas, there 
is gas in Oklahoma and other areas but Texas is the biggest source, 
the General Land Office of the State of Texas monthly issues a report 

w of the prices paid. I happen to have the most recent one, published at
least. I t is dated September 16 and the prices range from $1.97 down 
to a low of $1.43 and a half. This is issued monthly and the prices I 
gather would change monthly, but  not significantly because the August 
price ranges from $1.97 to $1.42 and a half.

Mr. Dingell. That is Texas ?
Mr. McGrath. Yes, sir.
Mr. Dingell. That is all above the new Federal figure ?
Mr. McGrath. Yes, sir.
Mr. Dingell. What would the inters tate figure be. say, in Louisiana ?
Mr. McGrath. Tha t intra state figure in Louisiana, I do not have 

tha t informat ion with me, Mr. Chairman. I am sure it is in the FPC  
report. We would be glad to supply it to you.

83-8 37  0  -  77 - 9
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Mr. Dingell. I guess it  would be helpful. I was hoping you could 
give that to us off the top of your head.

Mr. McGrath. 1 have the data somewhere in my bag here if you 
want me to take the time to look it up. It  is available from the FPC 
reports.

Mr. Eckiiardt. Would the gentleman yield ?
Mr. Dingell. Yes.
Mr. Eckiiardt. As you say, Texas is a potentially larger  supplier, 

but Texas itself recognizes the possibility of shortage even for int ra­
state use because on March 3 of this  year, it put on very strict prior ity wrequirements. It  prevented the sale of anything in excess, I believe, 
of 3,000 Mcf per day for any new boiler use, which seems to me to be 
recognizing the fact tha t it is running to the point of shortage even 
within Texas for h igher prio rity uses, or else I would not think t ha t *
any such restriction would have been likely to come through the Texas 
Railroad Commission.

Mr. McGrath. I believe tha t is true, Mr. Eckhardt, but there is gas 
available t ha t may lie surplus to the immediate needs of the intrastate  
pipelines.

Mr. E ckiiardt. Of course, i t is also true that since intras tate prices 
are not controlled, intrastate  residential uses in Texas are not in any 
ways protected against the high prices. W hat would you think about 
a limitation on the price of intrastate  gas perhaps even as an interim 
proposition along with such regulations as was issued by the Texas 
Railroad Commission on March 3? Of course tha t could be done 
federally as well as by the State. There certainly is no question th at 
the intrastate  gas prices affect interstate commerce.

Mr. McGrath. I thin k it would be disastrous.
Mr. Eckiiardt. Why ?
Mr. McGrath. It  would have the same inhibit ing effect on the 

incentives to go out and look for new gas as Federal regulation has had 
on the producers supplying the interstate markets. Texas would soon 
be in the same position wTe are in.

Mr. E ckiiardt. I f gas is selling in Texas without regula tion; prices 
at a range from $1.42 to, say, $1.90, does not $1.90 look more like a 
demand price rathe r than a cost-dictated price?

Mr. McGrath. It  would appear that  way to me, yes, sir. I do not **
know the makeup of the prices down there.

Mr. Eckiiardt. Thank  you, Mr. Chairman.
Mr. D ingell. Gentlemen, can you tell us what has been the impact 

on in trasta te gas supplies of the Federal order? That is, the order of *
the Federa l Power Commission fixing prices at $1.42 in interstate 
prices?

Mr. A ngell. Are you asking will it drive the intrastate  prices up?
Mr. Dingell. Yes; tha t is a simple way of putting it. Has it driven 

it up?
Mr. Angell. Has it?
Mr. Dingell. Yes.
Mr. Angell. I do not know.
Mr. Dingell. Air. Lawrence, you have an inquisitive look on your 

face.
Mr. L awrence. I do not know, and I would doubt that  it would in 

those a reas where a greater incentive price is necessary to stimulate
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drilling at a par ticu lar intra state market would require th an it would 
sell for above $1.42 in the areas where the intrastate  market  is very 
limited and there are distress sales. I am not sure the $1.42 would in 
any way serve as the so-called floor from which they would expand.

Mr. D ingell. Let me state it a lit tle differently. Would I be un fair  
in inferr ing that it has probably become the floor ?

Mr. Lawrence. Th at what, sir?
Mr. Dingell. Would  I  be unfa ir in infe rring th at this has probably 

become the floor, the $1.42 under the Federal Power Commission’s 
w order rela ting to prices of interstate  natural gas ?

Mr. Lawrence. In my opinion, yes, sir. I  think  it would not become 
the floor in the intras tate  market.

Mr. D ingell. Prices today are $1.42 and a h alf ; $1.59 as indicated 
< earlier-----

Mr. Lawrence. Tha t is an average which means there is some below 
and some above. I would th ink whatever caused those to be over and 
under would continue to prevail.

Could I  make just  another point, Mr. Chairman, on the impact of 
770 as far  as some of our gas distr ibution companies are concerned ?

Mr. Dingell. Y ou have indicated the range was $1.42 to $1.59 on 
intra state —$1.40 through $1.97.

Mr. McGrath. That was in Texas, Mr. Chairman.
Mr. Dingell. $1.40, $1.97, they didn’t get very far  above the lowest 

sales, and I  am not sure there have been many sales below that  figure 
since in Texas.

Mr. Angell. Mr. Chairman, I was going to make thi s comment as 
well. You ask. Would  it become a floor? There are so many intangi­
bles. It  depends on where it is located and everything else. I tend to 
think  it might  be close to a floor, but even if it were a floor, at least 
our experience has been the complete uncertainty of how long, first 
off, that $1.42—it is al ready in court—what is going to happen to it. 
If  a fellow had his choice of going inte r or intra  at the $1.42, he is 
going to go intra state . lie knows what he is going to get. I f its inte r­
state he is not sure what he is going to get unti l the courts get through 
with the various appeals. I th ink that is really pa rt of the big problem. 
They do not know. I f they had some degree of certainty of what was

* going to happen in the future , they would feel a lot more comfortable' 
about where they are going to go. They need tha t certainty to plan 
their  own business.

Mr. L awrence. As far  as your AGA member companies that have
* supported deregulation of new natural gas where the percentage would 

be prospective stric tly in the future . Many of our companies, not all, 
certainlv  some, have had concern about the impact of 770 mainly be­
cause of flowing gas. I think they also recognize tha t if the Commis­
sion’s decision is upheld in the courts then the 1973-74 93-cent gas, 
et cetera, will be adjudged just and reasonable. Tha t is just the price 
we pay for playing catchup. Consumers that  have had a free lunch 
in the past are going to have a more suddent impact in the future .

Mr. Dingell. Gentlemen, the committee thanks you. You have been 
verv patient. We are grateful to you for your kindness.

The next witness before the subcommittee will be a panel composed 
of Mr. Gordon P. MacDougall, Mr. Bex AVLite. and Mr. Mason Will- 
rich. Gentleman, we thank you for being present with us. We regret
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any delay or inconvenience. If  you will come forward and be seated, 
we will be most pleased if you would identify  yourself, each for pur­
poses of the record, and we will be most pleased to receive your state­
ments.

The Chair is advised Mr. White will not be with us today. So, Mr.
Willr ich and Mr. MacDougall if you would come forward.

Mr. Willrich. I am Mason Willrich.
Air. MacDougall. I am Gordon P. MacDougall.
Mr. D ingell. Gentlemen, we will recognize you in whichever order 

you prefe r to be recognized. wMr. MacDougall. We will let Texas go first.
Mr. Dingell. Texas is not here today.
Air. MacDougall. Rockefeller go first.
Air. D ingell. Counsel advise me they are admirably represented by p

Mr. Eckhardt.
Air. Eckhardt. They might no t recognize that.
Air. Dingell. I understand the people in your distr ict did by 60 

percent.
Mr. Willrich. I will defer to the State of Pennsylvania.
Mr. Dingell. AVe will recognize Air. MacDougall.

STA TEM ENT  OF GORDON P. MacDOUGALL, SPECIAL ASSISTANT 
COUNSEL, PENN SYLVAN IA PUB LIC  UT ILITY COMMISSION

Mr. MacDougall. Mr. Chairman and members of the subcommittee,
I have prepared a 3y2 page introduction to which I  have attached  the 
curta ilment plan of the Pennsylvania Public U tility Commission. My 
statement is fairly short. I do not th ink  I  need to read it. I  have been 
involved in the various curtailment cases at the Federal Power Com­
mission. However, in Pennsylvania , we prefer a seven-category scheme 
rath er than  the nine which is the FP C’s policies under Order  467-B.
I might just say, listening today about the $1.42 price for new gas, that 
the Pennsylvania Public U tility  Commission voted to join the various 
groups in the court attack on the Commission’s decision, which was 
rendered Friday  in Opinion 770-A.

Basically we got involved in the curtailment thing 2 years ago 
primarily  because of the Transco curtailment. Governor Shapp  had to t
come down to AVashington and testify at the Federal Power Commis­
sion. AVe understand that the situation will not be as severe this winter, 
but we have set up our own intrasta te curtailment plan to provide for 
us, if it should  be necessary. Of course, we are very concerned with the *
Transco situation . AA7e hope we do not have a repeat performance  of 
what transpired 2 years ago.

Mr. Dingell. AA7ithout objection, your full statement will be inserted 
in the record, Mr. MacDougall, and also the appendices which you in­
serted or which you had included thereaf ter.

[Testimony resumes on p. 144.]
[Mr. AlacDougall’s prepared statement and attachments  fo llow :]

Statem ent of Gordon P. MacDougall, Special Assistant Counsel, P ennsy l­
vania P ublic Utility  Commission

Mr. Cha irma n and members of the subcommittee, I app reci ate the  oppor­
tunit y to be here today to tes tify  on the subject “Nat ura l Gas Supply Outlook 
for the  W inter Season and Measures f or Deal ing with  Supply Shortages”.
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I serve as Special Assistance Counsel for the Pennsylvania Public Uti lity Com­mission (“P.U.C.”) in Washington. D.C., and appear for the state  regulatory com­
mission a t various proceedings a t federal agencies and the federal courts. I have 
served the P.U.C. and /or Pennsylvania’s Department  of Justice, since March, 1971.

Hon. Louis J. Carter. Chairman of the P.U.C., and Mr. Thomas R. Clift, Head- 
Gas Supply Section of I’.U.C.'s Bureau of Investigations, Sendee & Enforcement, 
are unable to attend the hearing  today because of public P.U.C. proceedings be­
ing conducted today in Harrisburg, Pa.

My appearance here today is in connection with the second part of your topic 
regarding natural gas supply, i.e., “Measures for Dealing with Supply Shortages”.

The P.U.C. on July 7, 1976. promulgated regulations to govern the curtail- * ment of gas deliveries by gas utilities subject to the jurisdiction of the P.U.C.
I should like to present the Subcommittee with a copy of the P.U.C.’s o rder of 
July 7, issued in its 75 P.R.M.D. No. 19. “Amendments to Curtailment Policies of Jurisdict ional Gas Utilities ,” consisting of 6 pages plus an appendix of 8 pages, 

g The order of Ju ly 7, 1976. was the  culmination of an extensive investigation by
the P.U.C. Major impetus for the P.U.C.’s action arose as the result  of hard­
ships which occurred during the winter  1974-75 season, when major inters tate 
pipelines imposed deep curtailments. Of the  five major interstate pipelines serv­
ing Pennsylvania (Columbia Gas Transmiss ion; Consolidated Gas Supply; Ten­
nessee Gas Pipeline; Texas Eastern Transmiss ion; and Transcontinental  Gas Pipeline), it was the proposed shutdown of the New Jersev Zinc Company’s plant 
at Palmerton, Carbon County, Pennsylvania, which highlighted the problem of
an adequate gas supply for Pennsylvania.

New Jersey Zinc, an affiliate of Gulf & Western Industries, Inc., is served by Union Gas Company, one of 26 affiliates of Penn Fuel Gas, Inc. The Federal 
Power Commission, on Janu ary 9, 1975. denied a petition by New Jersey Zinc 
for extrao rdinary relief from Transcontinental's curtailment , and ordered 
Transco only to grant such deliveries of gas as necessary to permit the orderly 
shutdown of the Palmerton plant operated by New Jersey Zinc.

The Governor of Pennsylvania, Hon. Milton J. Shapp. personally testified at the Federal Power Commission on January 15, 1975. and was subject to cross- 
examination, in the Transco curtai lment case. Fortunately, the New Jersey Zinc situation ended on a happy note.

The P.U.C. staff examined the various curtai lment formulas at length during 
1975 and in early 1976. Extensive hearings were held in December. 1975, and in 
January, 1976. Fortunately, the gas supply situat ion during the 1975-76 winter 
season was not as severe a hardship as the previous year, primarily  due to the 
economic recession and the mild weather.

The curtai lment plan finally arrived at by the P.U.C. may be said to be a 
“modified and condensed 467-B end-use policy”. The term  467-B refers to Order 
No. 467-B. issued March 2. 1973, by the Federal Power Commission in i ts Docket 
No. R-469 and, as supplemented, is reproduced in the Code of Federal Regula­tions at 18 CFR 2.78.

/  However, as stated  in the P.U.C.’s July 7, 1976 order, certain departures weremade from the F.P.C.’s 467-B Or der:
“While the FPC’s Order 467-B assigns priority to “feed stock” and “process 

use”, our plan achieves the same result through the classification of various uses 
as “critical”, here inafter defined; similarly, in bot?I the 467-B and our order, 
lowest p rioritv  is assigned to inte rruptib le users and then to boiler fuel use.”

The major differences between the P.U.C. plan and the 467-B plan is th at the 
467-B plan grants  priority to all commercial uses, whereas the P.U.C. plan sub­
ject!1? large commercial uses to curtai lment along with the analogous indus trial 
use.

Gas utilities  are directed to submit revised tariffs as quickly as  possible. Any 
gas utili ty not filing such an amended curtailm ent tariff  within 6 months from 
entry of the Ju ly 7, 1976 order shall submit progress reports.

The P.U.C. a t this time has not received any tariffs under its July  7 order, as 
the time for compliance has not expired. However, the agency had held informal staff conferences with some of the gas uti lities, and we are optimistic concerning 
a harmonious implementation of the State  curtailment program.

This concludes my prepared statement . I will be glad to answer any questions 
you may have.
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PENNSYLVANIA
PUBLIC UTILITY COMMISSION

P u b li c  Mee tin g h e ld  Ju ly  7,  1976 
H a rr is b u rg , PA. 17120

COMMISSIONERS PRESENT:

Ch airma n C a rt e r 
Co mm iss ion er K elly  
Co mm iss ion er Bloom 
Co mm iss ion er O'B ann on 
Co mm iss ion er Jo hn so n

In  r e : 75 Pr op os ed  Ru le  Making Docke t No. 19 -  Amendments 
to  C u rt a il m en t P o l ic ie s  o f J u r i s d ic t io n a l  Gas U t i l i t i e s

O R D E R

BY THE COMMISSION:

On March 8,  19 71 , we i n s t i t u t e d  an in v e s ti g a ti o n  in to  th e  
ad eq ua cy  of  n a tu ra l  ga s su p p li e s  in  P ennsy lv an ia . Purs uan t th e re to , 
h e a ri n g s  we re  h e ld  th ro ughout th e  Commonwealth w it h  J u r i s d ic t io n a l  
n a tu r a l  ga s d i s t r ib u t io n  u t i l i t i e s  as  w ell  as  o th e r  In te r e s te d  p a r t ie s  
p a r t i c ip a t in g .

As a r e s u l t  o f ou r in v e s ti g a ti o n , we is su ed  an  Ord er  a t 
I n v e s t ig a t io n  Do cket No. 124 d a te d  Feb ru ar y 1,  197 2; in  th a t  o rd e r,  ea ch  
ga s u t i l i t y  was d i re c te d  to  f i l e  as  p a r t  of i t s  t a r i f f ,  p ro ced ure s fo r  
th e  c u r ta il m e n t of s e rv ic e . S ubse quentl y , th e  Commiss ion Is su ed  an 
Ord er  N is i da te d  O ct ob er  10 , 19 72 , In d ic a ti n g  a p o ss ib le  s e t  of g u id e li n e s  
to  be  fo llow ed  in  fu tu re  ga s c u r ta il m e n t t a r i f f s .  H ea ring s we re hel d  
and  te st im ony  was p re sen te d  by m aj or  ga s u t i l i t i e s  and  in te r e s te d  I n d u s t r ia l  
cust om ers ; ho we ve r, no fo rm al  Com mission a c ti o n  en su ed .

S in ce  th e n , th e  e n t i r e  c o u n tr y 's  n a tu ra l  ga s su pply  p o s it io n  
has  con ti nued  to  wor se n.  A F ed e ra l Power  Com miss ion re p o rt on  th e  
s u b je c t , da te d  Decem ber , 1974 and e n t i t le d  " A R e a l i s t ic  View of U.S.
N a tu ra l Gas Supply ",  s t a te s  th a t  in  th e  U .S .,  co n v en ti o n a l ga s p ro d ucti on  
ha s re ac hed  i t s  pe ak  and  w il l  d e c li n e  fo r  th e  In d e f in i te  f u tu r e ,  and  
th a t  n a tu ra l  ga s re se rv e s  a re  f a r  l e s s  th an  e a r l i e r  a n ti c ip a te d . The 
su pply  s i tu a t io n  in  P ennsy lv an ia  m ir ro rs  th e  n a ti o n a l tr en d  and  th e  gas  
u t i l i t i e s '  su pp ly  p ro je c ti o n s  in d ic a te  th a t  a m a jo r it y  of th e  la rg e r  
d i s t r ib u to r s  w i l l  c u r t a i l  th e i r  cu st om er s se v e re ly  ov er  a t  l e a s t  
th e  nex t s e v e ra l y e a rs .

Thi s Com mission  b e li e v e s  th a t  th e  im pa ct  of fu tu re  ga s 
c u r ta il m e n ts  on P ennsy lv an ia  in d u s tr y  w i l l  be  min im ized  by a ll o c a t in g  
th e  a v a i la b le  co mmercial  and  in d u s t r ia l  ga s p r e f e r e n t i a l ly  to  th ose  use s 
whe re  convers io n  to  an  a l t e r n a te  fu e l i s  not f e a s ib le ,  i . e . ,  p u rs uan t to  
an  "e nd-u se " ty pe c u rta il m e n t p o li c y . Be cause ga s c u r ta il m e n t p o l ic ie s



on file with the Commission generally do not follow this criterion, the 
Commission prepared an end-use policy proposal which if found feasible, 
would have been adopted by all Jurisdictional gas utilities pursuant to 
Commission mandate. The Commission issued the proposed policy as an 
Order Nisi at 75 Proposed Rule Making Docket No. 19, published September 6 
1975, at 5 Pa.B. 2325. Hearings on the proposal were held December 4 
and 5, 1975, and January 7, 8, 22, and 23, 1976, as to provide an 
opportunity for gas utilities and customers to comment on the proposed 
rule; testimony was received from 31 witnesses representing industrial 
and commercial customers as well as Jurisdictional gas utilities and the 
Commonwealth of Pennsylvania.

In general, the broad context of the proposed amendments was 
supported. However, a significant and compelling amount of testimony 
was received concerning the infeasibility of certain features of the 
proposal and the need for flexibility in any state-wide curtailment 
plan.

The Commission remains convinced that three concepts should 
form the basis for our state-wide curtailment policy:

(1) A mandatory state-wide system with certain 
built-in flexibility should be adopted, but 
that upon good cause shown, exceptions should 
be allowed where necessitated by particular 
local problems or situations. A state-wide 
policy is required to insure that all 
Jurisdictional gas utilities follow the 
mandated priorities of service and document, 
in their tariffs, the procedures and policies 
followed with respect to the establishment of 
base periods, penalty provisions, hereinafter 
defined, etc. as to assure equitable treatment 
of similar classes of customers throughout 
Pennsylvania,

(2) Priorities of service and curtailment should 
be based on the "end-use" principle, the most 
socially and economically efficient manner in 
which to regulate the distribution of available 
gas supplies.

(3) For purpose of curtailment, large commercial 
customers should be treated similarly to large 
industrial customers since generally, conversion 
to alternate fuels is equally feasible for both; 
in those cases where conversion is for some reason 
not practical, special exception should be allowed 
upon good cause shown.
In our Order Nisi, the Commission proposed,.inter alia:



(1) That residential, small commercial and small 
industrial customers be subjected to a limited 
curtailment after curtailment of large customers 
reached a specified "trigger" level.

(2) That within categories of priority, an absolute 
priority be established for certain industrial 
customers based on end-product considerations.

We conclude on the basis of the testimony that these two proposals 
should be withdrawn. Curtailment of small customers would be impractical 
because of their sheer numbers in relation to the minor amount of gas 
conserved and costs entailed; inclusion of end-product classifications 
would represent an approach to curtailment diametrically opposed to the 
principles of an end-use system and would lead to an administrative 
nightmare. Consequently, these two concepts do not appear in the 
attached mandate for priorities of service.

Several of the jurisdictional gas utilities participating in 
the 75 P.R.M.D. No. 19 proceedings sought to retain their existing 
curtailment plans or alternatively, suggested that the Commission adopt 
the FPC's curtailment plan at Order 467-B. Neither approach has been 
followed; however, the Commission's plan is basically a modified and 
condensed 467-B end-use policy. While the FPC's Order 467-B assigns 
priority to "feed stock" and "process use", our plan achieves the same 
result through the classification of various uses as "critical", 
hereinafter defined; similarly, in both the 467-B plan and our order, 
lowest priority is assigned to interruptible users and then to boiler 
fuel use. The major difference is that the 467-B plan grants priority 
to all commercial uses whereas our plan subjects large commercial uses 
to curtailment along with the analogous industrial use.

Moreover, the attached mandatory priority scheme incorporates 
the following major changes from the Order Nisi proposal:

(1) Boiler fuel use, which in the Order Nisi was
Included with other non-critical use, has 
been segregated and assigned second-lowest 
priority. This step is occasioned by testimony 
evidencing the fact that boiler fuel use can
be converted to alternate fuel most easily 
and at the lowest unit cost.

(2) Essential human needs (Category 1) has been 
restricted to such customers without alternate 
fuel capability; also, the volumetric 
restriction was removed from Category 1.

(3) Priority for plant protection in Category 2 
has been restricted to large users because 
small users generally do not require this 
express priority protection. The change 
will obviate the necessity of determining 
such volumes for numerous small commercial 
and industrial users.



(4) A penalty provision has been added in Section 6 
(now renumbered as Section 7) to assist in 
enforcement during emergency curtailments.

Other changes are generally minor and primarily for clarification.

The attached curtailment rule has been adopted pursuant to the 
order of the Pennsylvania Public Utility Commission dated February 1, 
1972, and for the protection of the gas utilities’ customers existing as 
of February 15, 1972, and those customers who may have been lawfully 
connected thereafter. It is the Commission's Intent that the current 
gas curtailment policies of all jurisdictional gas utilities be amended 
as rapidly as possible in accordance with this order and the following 
schedule of priorities.

At any time, natural gas customers shall have the right to 
make an application to their distributor for a temporary or permanent 
change of priority classification upon a showing that alternate fuel 
capability is not feasible. In analyzing the appropriateness of 
any application for such relief, the distributor shall take into 
account, inter alia, the following criteria which must be addressed in 
the customer's application for special relief:

1. Economic and technical feasibility of conversion-
A1 though the technical feasibility of conversion 
to alternate fuels is necessarily taken into 
account in the classification of a particular 
end-use as "critical" or "non-critical", the 
applicant showing technical difficulty of 
conversion is more appropriately awarded special 
relief; similarly, where an applicant can 
demonstrate that under its particular circumstances, 
the economic implications of required conversion 
are especially onerous.

2. Applicant's attempts at conservation - Where the 
applicant can establish that due diligence has 
been exercised toward conservation of its own 
requirements for natural gas, special relief
is more appropriate.

3. Applicant's attempts to locate other sources of 
supply, both gas and alternate fuels - Special 
relief should be more likely where the applicant 
can demonstrate that alternate fuel, as well as 
natural gas from other sources and supply, is not 
available. While the cost of such alternate fuels 
is generallyiirrelevant. It may be afforded some 
limited significance in the distributor's decision 
on a special relief application.



h. Extent and duration of requested relief -
Implicitly, the smaller the total volume of 
requested relief gas, the more appropriate a 
grant of that request.

5. End-use to which the relief gas will be applied -
The higher the priority of the end-use for the 
requested gas, the more proper a grant of relief.
The Importance of the particular "end-product"
Involved is usually irrelevant, except where the 
social utility of that product Is so vitally 
Important to the economy that end-product 
considerations cannot reasonably be ignored.

6. Impact of the requested relief upon other 
customers - A grant of relief cannot be 
affirmatively Justified by showing the absence 
of substantial harm to other customers of the 
distributor; however, the showing of adverse 
Impact on those customers will militate against 
the granting of relief.

The unreasonable denial of any application for relief will constitute 
grounds for review by the Commission, upon formal petition, of the 
propriety of the distributor's decision In light of the criteria set 
forth above in this order. The utility may likewise entertain applications 
for emergency relief; In such applications, the customer must show 
that the requested deliveries are needed to forestall Irreparable injury 
to life or property and a specific payback provision should be attached 
as a condition to any grant of emergency relief, except where such is 
shown to be inappropriate.

Every customer shall likewise have the right to make application 
to its distributor for an extension of time in which to implement 
alternate fuel capability; any statement or representation made by a 
customer or any othef person to a gas utility, in the course of investigation 
of an application for change of priority or extension of time, shall 
constitute a statement or representation made to this Commission itself.

Moreover, whenever a public utility believes that the 
application of this curtailment tariff rule works an undue hardship 
or la otherwise inappropriate, either generally or in a particular 
instance, such utility may petition the Commission for special exception.
Such petition for allowance of deviations from the above-described 
curtailment mandate may be approved upon good cause shown. The 
allowance of variation will be to reflect non-typical load profiles 
and/or other unique characteristics of the specific distributor involved.

In the Order Nisi, a twelve-month grace period was proposed as 
necessary (a) to permit the gas utilities to compile the detailed end- 
use data needed to categorize their customers* usage as "critical" or 
"non-critical" and to determine base period allotments, all as hereinafter 
defined; and (b) to give all natural gas customers the opportunity to
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Install on-slte alternate fuel facilities wherever possible. However, 
the Commission notes that four of the major utilities currently have or 
are scheduled to adopt end-use plans, resembling In many particulars the 
Instant end-use plan. Additionally, the Commission was Informed by one 
major distributor that Its end-use plan was designed and Implemented 
over a six-month period by temporarily categorizing non-critlcal users 
without existing alternate fuel facilities as critical users. Consequently, 
the Commission finds that the attached priority mandate should become 
effective Immediately.

In light of evidence adduced at hearings on the Commission's 
proposal at 75 P.R.M.D. No. 19 and the culmination of our Investigation 
Into the matter of a mandatory state-wide natural gas curtailment 
policy; THEREFORE,«

IT IS ORDERED:

1. That the attached curtailment priority mandate shall 
become effective Immediately.

2. That all jurisdictional gas utilities shall Immediately 
begin development of curtailment policies pursuant to the mandate of 
Appendix A to this order and shall submit revised tariffs as quickly as 
possible, but In no event later than twelve months after the entry of 
the Instant Order. Any gas utility not filing such an amended 
curtailment tariff within 6 months of the entry of this order shall
at that time, and quarterly thereafter until such filing is made, 
report in writing to the Commission concerning the status of preparations 
for completion of the mandated filing.

3. That amended Individual curtailment plans submitted 
pursuant to this order shall become effective after review and approval 
by this Commission, but until such time, the filed curtailment tariff of 
each utility shall be effective for that particular distributor.

4. That after the individual utility's modified curtailment 
plan becomes effective, all its customers shall be curtailed thereunder 
with the following temporary exception:

Customers with alternate fuel capability but 
without existing alternate fuel facilities, will be 
granted a period of time to be determined jointly 
by the utility and the customer, In which to install 
alternate fuel facilities. During that period, the 
customer shall be considered a user without alternate 
fuel capability.

BY THE COMMISSION,

C. J. McElwee
(SEAL) Secretary

ORDER ADOPTED: July 7, 1976 
ORDER ENTERED: W b

- 6 -



APPENDIX A

Pennsylvania Public Utility Commission 
Mandatory State-vlde End-use 

Natural Gas Curtailment Scheme

Section 1 : Priority of Service

The available gas supplies to the utility should be allocated 
among its customers In accordance with the priorities of use listed 
below. Customers In a higher priority will not be curtailed until all 
customers falling Into the lover classifications have been completely 
curtailed; where only partial curtailment of any one classification is 
required, Implementation should be pro rata, that is, weighted In 
accordance with the base allotments of the customers within that 
classification. Following are the priority categories listed In 
descending order:

1. Residential and firm critical commercial essential human
needs.

2. Firm small commercial requirements, excluding critical 
essential human needs requirements in Category 1, and firm large 
commercial and industrial requirements for plant protection.

3. Firm small Industrial requirements.

4. Firm large critical commercial and industrial requirements 
excluding firm critical commercial essential human needs requirements 
in Category 1.

5.
requirements

6.
requirements

Firm large non-crltical commercial and Industrial 
other than requirements for boiler fuel use.

Firm large non-critlcal commercial and industrial 
for boiler fuel use.

7. Contractually interruptible use.

NOTE: Definitions of "large" and "small" In Categories 2-6 above are 
to be formulated by the individual gas distribution utility based on 
peak day usage or such daily, monthly or annual volume level as may be 
selected by the utility. It is recognized by the Commission that gas 
utilities In Pennsylvania are a widely disparate group as to number, 
type and size of customers, i.e., as to "customer mix". Uniform 
volumetric definitions of "small" and "large" would not take disparities 
of customer mix into account. Additionally, because an Individual gas 
utility’s supply entitlement may be predicated on a peak day, dally, 
monthly, seasonal or annual supply arrangement, flexibility in 
volumetric definitions is likewise appropriate.
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Section 2 : Definitions Applicable

The definitions for terms used in the priority of service 
categories are as follows:

1. Alternate Fuel Capability: The ability to use an 
alternate fuel whether or not the facilities for such use have 
actually been installed. For purposes of this definition, alternate 
fuel means any fuel other than natural gas, propane or other gaseous 
fuel.

Sr
2. Commercial Us e: Gas usage by customers engaged primarily 

in the sale of goods or services including, but not limited to, 
consumption by office buildings, institutions and governmental agencies. 
Commercial use shall not Include use of gas for manufacturing or* electric power generation.

3. Critical Uses: Gas usage where natural gas, propane or 
other gaseous fuel is the only feasible form of energy due to its 
combustion characteristics, controllability or chemical properties.

4. Essential Human Needs Use : Gas usage by customers for 
service to any buildings where persons normally dwell Including, but 
not limited to, apartment houses, dormitories, hotels, hospitals and 
nursing homes as well as the use of natural gas by sewage plants.

5. Firm Service: Service pursuant to schedules or contracts 
under which the utility is expressly or impliedly obligated to deliver 
specific volumes within a given time period or which anticipate no 
interruptions, but which may permit unexpected interruptions in case 
service to higher priority customers is threatened. A utility shall
be deemed to be impliedly obligated to deliver specific volumes where 
such utility has by any means previously or presently established 
periodic allocations for its customers.

6. Industrial Us e: Gas usage by customers engaged primarily 
in a process which creates or changes raw or unfinished materials into 
another form or product including the generation of electric power.

7. Interruptible Service: Service pursuant to schedules or 
contracts under which the utility expressly or impliedly reserves the 
option to Interrupt or curtail deliveries.

0
8. Non-Crltical Use: Gas usage where natural gas, propane 

or other gaseous fuel is not the only feasible form of energy, i.e., 
where the user has alternate fuel capability.

9. Plant Protection Use: Minimum volumes of natural gas 
required to prevent physical harm to the plant facilities or danger to 
plant personnel when such protection cannot be afforded through the 
use of an alternative fuel. Plant protection requirements include 
volumes necessary for the protection of such material in process as 
would otherwise be destroyed, but does not include deliveries required 
to maintain production.

2



10. Residential Use: Gas usage in a residential dwelling 
or unit for space heating, air conditioning, cooking, water heating, 
or other domestic purposes.

Section 3 : Base Period Volumes

To provide for the equitable allocation of gas available for 
sale to firm customers, base period volumes for peak day, dally, 
monthly, seasonal (winter and summer) or annual periods, as the 
utility may select, shall be established for each customer whose usage 
exceeded such peak day, daily, monthly, seasonal or annual volume 
level during the base period of 24 months from January 1, 1971 through 
December 31, 1972 except as modified below.

The base period volume shall be further divided by the 
utility into the base volumes for each priority of use in Categories 4,
5, 6 and 7. For the purpose of breaking down base period volumes into 
their appropriate curtailment priority category, each affected commercial 
and industrial customer shall furnish such historic consumption and 
equipment data as the utility may require.

Base period volumes shall be adjusted: (1) to recognize 
abnormalities in plant operations during the base period as well as 
deletions or approved Installations of equipment during or subsequent 
to the base period, (2) to include volumes of gas equivalent to 
volumes conserved during the bese period when the customer converted 
gas burning equipment to alternate fuel in anticipation of future 
curtailment and (3) to exclude volumes of gas consumed by equipment 
for facilities Installed after January 1, 1970 without the approval of 
the utility as well a9 volumes consumed under temporary authorization.

Where a gas utility has entered into a contract specifying 
an annual volume of gas to be delivered, and that volume is less than 
the calculated base period volume, the annual contractual volume shall 
be deemed to be the annual base period volume.

NOTE: Some Pennsylvania gas utilities already have existing curtailment
plans in which the base period volume concept is an integral part.
Those utilities are permitted to1 substitute that base period for the 
base period outlined above, provided that the procedure used to 
establish base period volumes is explained in the curtailment policy 
to be filed with the Commission.; Additionally, if any gas utility 
presently has established peak day, daily, monthly, seasonal or annual 
allocations, as the case may be, for certain customers and has 
previously notified these customers of 6uch allocations, then that 
utility will be permitted to use these allocations as the base period 
volumes for such customers.
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Section 4 : Gas Shortage Curtailment

Base period volumes shall ba used as the basis for determining 
each customer's authorized entitlement In the event of curtailment. 
Authorized entitlement shall be determined by multiplying the customer's 
base period volume for the priority to be curtailed by the ratio of 
the total gas available for that priority category to the total of all 
base period volumes of all customers in that priority category.

When, in the utility's Judgement its supply of gas is 
V Insufficient to meet the base period volume requirements of all

customers on a continuing basis, or when continued delivery of gas to 
customers would prevent the injection of gas into underground storage 
pools for the protection of winter supply, deliveries may be curtailed 
in accordance with the seven priorities of service outlined above.

Whenever any curtailment In Category 6 is in effect, all 
customers in Categories 4 and 5, shall be limited to the lesser of 
their base period volumes or their authorized entitlement.

Maximum possible notice of a gas shortage curtailment or of 
a change in curtailment level shall be given. If such notice is by 
telephone, then it must be followed by a written notice to the 
customer, specifying the customer's curtailment percentage and 
resulting peak day, daily, monthly, seasonal or annual authorized 
entitlement as the case may be.

Each gas utility may curtail or discontinue gas service in 
accordance with this rule without thereby incurring any liability for 
any loss, injury or expense that may be sustained by the customer.

Section 5 : Penalty Provisions For Excess Takes

The tariffs, operating practices and billing periods of the 
Pennsylvania distributors and their suppliers differ significantly. 
Therefore, each utility is permitted to utilize its own appropriate 
billing periods for calculating over-run penalties and its own procedure 
for imposing penalties and for recovering over-run volumes if desired, 
provided that any deviations from the following guidelines concerning 
penalties and allowable over-run provisions are fully explained and 
Justified in supporting material submitted with the curtailment policy 
submitted to the Commission.

0
The following is a guideline for assessment of penalties for 

unauthorized over-runs of allocated volumes:

A. General

The provisions of these or any other penalty sections do not 
serve to reduce any charge, assessments or penalties otherwise payable 
or applicable under provisions of any effective rate schedule or 
contract.

4
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Penalties shall be assessed on over-run volumes (a) In 
excess of 103Z of the authorized entitlement when the period concerned 
Is dally, monthly, or seasonal as described below and (b) In excess of 
101Z of the authorized entitlement when the period concerned Is twelve 
months and the utility Invokes an annual as well as a dally, monthly 
or seasonal penalty.

B. Winter Penalty Clause

If at the end of the five month period ending with the March 
billing period a customer has exceeded the sum of Its monthly authorized 
entitlement for such a period, that customer shall pay on demand a 
penalty according to the following schedule:

<

Actual Usage as Percentage of Total
Monthly Authorized Entitlements

Penalty For Excess Take r

Greater 
of 110Z

than 103Z but not in excess
$10/Mcf

Greater than 110Z but not In excess
of 125Z. $20/Mcf

Greater than 125Z. $50/Mcf

There shall be excluded from the volumes subject to penalty 
under this provision, volumes for which the buyer has previously been 
penalized pursuant to over-runs of emergency curtailment (Section 7 of 
this priority scheme).

C. Summer Penalty Clause

If at the end of the seven month period ending with the 
October billing month, a customer has exceeded the sum of its monthly 
authorized entitlement^ for such period, that customer shall pay on 
demand a penalty according to the following schedule:

Actual Usage as Percentage of Total
Monthly Authorized Entitlements

Greater than 103Z but not in excess 
of 110Z.

Greater than 110Z but not in excess 
of 125Z.

Greater than 125Z.

Penalty For Excess Takes

$10/Mcf

$20/Mcf

$30/Mcf
r

Likewise, there shall be excluded from the volumes subject 
to penalty hereunder, volumes for which the buyer has previously been 
penalized pursuant to over-runs of emergency curtailment.

5
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D. Yearly Penalty Clause

If at the end of the twelve month period ending with the 
October billing month, a customer has exceeded the sum of its monthly 
authorized entitlements for such twelve month period, that customer 
shall pay on demand a penalty according to the following schedule:

Actual Usage as Percentage of Annual Penalty For Excess Takes
Authorized Entitlement

* Greater than 1012 but not in excess
of 1102. $10/Mcf

Greater than 1102 but not in excess
of 1252. $30/Mcf

Greater than 1252. $50/Mcf

There shall be excluded from the volume subject to penalty
under this section, volumes for which the buyer has previously been 
penalized during such twelve month period pursuant to winter or summer 
over-runs or emergency curtailments.

E. Availability of Excess Gas

If in the utility's judgement, sufficient gas supply is 
available to permit deliveries in addition to the monthly authorized 
entitlement in any month, the utility will provide all buyers with as 
much advance notice as possible of the amount of such additional gas 
anticipated to be available. Such gas shall be apportioned by the 
utility to all customers of the highest priority being curtailed on 
the basis of the total of the base period volumes for all buyers in 
that priority for that month.

To the extent that a customer has exceeded the sum of its 
authorized entitlements for any period, penalties shall not be 
assessed for any excess volumes authorized pursuant to the provisions 
of this section.

Section 6 : Disposition of Penalties

The following provisions for disposition of penalties are 
suggested as guidelines; however, the Commission will permit deviations 
only for good cause shown. In those Instances where circumstances 
dictate different disposition of penalties, utilities are directed to 
formulate and submit for Commission approval a method of distributing, 

n  with interest, the excess penalty receipts to their customers.

6
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Com miss ion G u id e li n es fo r 
D is p o s it io n  of Exc es s C o ll e c ti o n s

As of  Decem ber 31 o f ea ch  y e a r , th e  u t i l i t y  s h a l l  s u b tr a c t  
th e  to ta l  o f a l l  o v e r- ru n  p e n a l t ie s  p a id  th a t  year to  th e  u t i l i t y ' s  
s u p p li e r s  fro m p e n a l t ie s  c o ll e c te d  th a t  y ear from cu st om er s.  The 
u t i l i t y  w i l l  th en  d i s t r ib u t e  among i t s  c u r ta il e d  cu st om er s who d id  no t 
in cu r o v e r-r u n s , a l l  p e n a l t ie s  c o ll e c te d  in  exce ss  o f th ose  p a id  by 
th e  ga s u t i l i t y  to  i t s  s u p p l ie r s .

To det er m in e th e  amount o f  re im bu rsem en t due a cu st om er , th e  
t o t a l  amo unt to  be  r e d is t r ib u te d  s h a l l  be  d iv id ed  by th e t o t a l  volume  
o f s a le s  d u ri n g  th e  tw el ve mon th p e ri o d  to  a l l  cu stom er s e l i g ib le  fo r  
re im burs em en t.  Thi s q u o ti e n t s h a l l  re p re se n t th e  f a c to r ,  wh ich when 
m u lt ip li e d  by an  e l i g ib le  cu s to m e r' s  t o t a l  purc has e volume  du ri n g  th e 
tw el ve month  p e ri o d  w i l l  equal  th e  amount  to  be c re d it e d  to  th a t  
cu st om er . How ever, no re im bu rsem en t s h a l l  be  made to  cu st om er s who 
ha ve  te rm in a te d  se rv ic e  du ri ng  th e  y e a r .

The u t i l i t y  sh ould  sp e c if y  a re aso n ab le  minimum fo r  th e  
amount  o f p e n a l t ie s  th a t  w i l l  be d i s t r ib u t e d ,  be low  wh ich  exce ss  
p e n a l t ie s  s h a l l  be  re ta in e d  u n t i l  th e  d i s t r ib u ta b le  amoun t i s  
acc um ula te d . The u t i l i t y  w i l l  make p e r io d ic  re p o r ts  to  th e  Com mission  
c o n ta in in g  It em iz ed  s ta te m e n ts , s t a tu s  of  p e n a lt y  accounts  and  th e  
e x te n t and n a tu re  o f d is bu rs em en ts  fro m Buch ac counts  made du ri ng  th a t  
p e r io d .

Sec ti o n  7 : Eme rgen cy C urt ai lm ent

When th e  u t i l i t y  i s  unab le  to  f u l f i l l  th e  d a il y  re qu ir em en ts  
o f a l l  i t s  cu st om er s bec au se  of re aso n s  u n re la te d  to  lo ng  ra nge 
s u p p li e s , th e  u t i l i t y  may re q u ir e  ea ch  la rg e  co mmercial  and  I n d u s t r i a l  
cu stom er  to  re duce  i t s  co ns um pt io n o f  g as.  The re d u c ti o n  re q u ir e d  
s h a l l  be dete rm in ed  by th e  u t i l i t y  w it h o u t re g ard  to  p r i o r i t i e s  o f 
use ; ho wev er , th e  a u th o ri ze d  volume  s h a l l  n o t be lower  th an  th e  
minimum volum e n ecess a ry  fo r  th e  p re v en ti o n  o f damage to  p la n t 
eq uipm en t.

The u t i l i t y  s h a l l  sp e c if y  in  th e  n o ti c e  o f th e  em erg enc y 
c u r ta il m e n t,  th e  a u th o ri ze d  co ns um pt io n fo r  a s p e c if ie d  p e ri o d  or 
u n t i l  f u r th e r  n o ti c e . An em erg ency  c u rta il m e n t may be  made a f t e r  o r a l  
n o ti c e  to  th e  cu st om er , e f f e c t iv e  when  so  g iv en , b u t su ch  o r a l  n o ti c e  
mu st be  co nfi rm ed  in  w r it in g  w it h in  48 h o u rs . The Comm ission i s  to  be  
n o t i f i e d  im m ed ia te ly  of th e  d e c la ra t io n  of an  em erg ency  s i t u a t i o n .

I f  a cu stom er  ex ce ed s i t s  a u th o riz e d  co ns um pt ion du ri n g  a 
p e ri o d  of em erg ency  c u r ta il m e n t,  th en  th e  cu stom er  s h a l l  pay a p e n a lt y  
acco rd in g  to  th e  fo ll o w in g  sc h ed u le :

7



Actual Usage aa a Percentage of
Emergency Authorized Consumption

Penalty For Excess Takaa

Greater than 103X but not In 
excess of 110X.

Greater than 110Z.

$10/Hcf

$25/Mcf
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Mr. Dingell. Mr. Willrich.

STATEMENT OF MASON WIL LRICH,  DIRECTOR, INTERNATIONAL 
RELATIONS, ROCKEFELLER FOUNDATION

Mr. Willrich. Mr. Chairman, I too have submitted a statement 
which I trust will be inserted.

Mr. D ingell. Withou t objection, your full statement will appear in 
the record [see p. 146].

Mr. Willrich. I t is a pleasure to appear before you today and assist <
in your considerations of  measures to deal with the U.S. natu ral gas 
shortage. I recently completed a study for the Administrative Con­
ference of the United States on the administration of possible natural 
gas and petroleum shortages in the United States. My testimony *
today is based largely on the relevant conclusions and recommenda­
tions of this study. Poten tial natural gas shortages and the growing 
petroleum supply vulnerability in the United States during the late 
1970’s rffise serious risks to the welfare, safety and security of the 
American people.

A serious energy shortage will affect jobs, profits, life styles and 
possibly votes. Ineffective government administration  might lead to 
serious social conflict as wTell as widespread economic disruption .
Policies may be designed to restore and maintain  a balance between 
U.S. energy supply and demand. In the long run, mismanagement 
of energy shortages, would, however, make long-term national energy 
policies more difficult to achieve.

Government authority over the natura l gas shortage is fragmented 
in a way that makes effective admin istration  impossible. The Federal 
Power Commission does not  have sufficient jurisdict ion to cope with 
the problem at  the Federal level. The FP C’s curtailment jurisdict ion 
will be limited mainlv to the interstate transporta tion of natural 
gas via pipeline. The FPC has no authority to allocate among v ari ­
ous interstate  pipelines natu ral gas that is produced and sold in the 
inters tate wholesale market, to allocate gas tha t is sold and delivered 
by dist ributors in reta il markets, to allocate gas tha t is produced and 
consumed in the same S tate. Therefore, the FP C’s authority to ad­
minister the Nation’s natural gas shortage  is narrowly focused on the 
interface between the  interstate pipeline and the local distributor  or 
direct sales customer.

Prim ary governmental pow’er to administer the Nation’s wide 
natu ral gas shortage is divided among the several States. State power /)
includes authority to conclude natura l gas production, to regulate 
retail distribut ion and to determine retail prices tha t allocate such 
supplies among end-users.

Only a few States are large  natural gas producers and consumers 
while the rest are primarily consumers. Faced with a natural gas 
shortage with nationwide dimensions, the  FPC has developed a na­
tional curtailment policy based on end-use priorities. The Commis­
sion cannot effectively implement such a policy.

Because it lacks authority to order interconnections between pipe­
lines, the  F PC has been forced to administer curtailments, including 
its end-use policy, pipeline by pipeline. The amount of shortage 
varies among the interstate pipelines. Consequently, use of natural 
gas as an industrial boiler fuel continues in some States  served by
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relatively well-supplied inters tate pipelines subject to FPC jurisd ic­
tion while a t the same time suppliers for even residential and small 
commercial users are threatened in other States. The FPC curt ail­
ment proceedings are adjudicative and its end-use policy is not bind­
ing on the parties to par ticu lar proceedings. I n some cases, the inte r­
state pipelines, th eir local distributor s and their  direct sales custom­
ers have advocated plans emphasizing different concepts such as 
contract entit lements o r pro rata  reductions. In other cases, the partie s 
have advocated end-use priorities different from the FPC . In any 
event, the F PC ’s end-use policy as applied in cur tailment proceedings 
before the  Commission itself is persuasive, not mandatory.

While the F PC  is attem pting to implement  its end use policy pipe­
line by pipeline, tha t policy may be frustr ated  a t the State level. The 
FP C’s end use prioriti es may determine the amount of gas imported 
into a Sta te, but the State  utili ty commission’s pr iorities  will largely 
decide who, in fact, gets how much of the imported gas. The  FPC is 
not equipped with procedural devices required to manage an emer­
gency shortage effectively. The procedural alternatives available in 
the Natural Gas Act were intended for ratemaking proceedings, not 
curtailments. The act requires a primarily  adjudicatory type of pro­
ceeding that is inherently  too slow to permit a timely, flexible response 
to emergency conditions.

The natural gas shortage cannot be effectively adminis tered by the 
several Sta tes given their diverse resources in interest. There is no way 
for the States to dist ribute the burden of the na tura l gas shortage equi­
tably among themselves and throughout the Nation. The States have 
an important role to plav in administering curtailment policy. But 
that  policy should be fashioned a t the Federal level and be mandatory 
for the States to follow. Therefore,  the Congress, I believe, should enact 
legislation for the specific purpose of administering  the natu ral gas 
shortage on a nationwide basis. The legislation  should be considered in 
addition to or as part of legislation  on natu ral gas prices at the 
wellhead.

Natural gas supply emergency legislation should, in my view, contain 
the following elements: The purpose would be to achieve an equitable 
distribu tion of costs and burdens of the natural gas shortage th rough­
out the country , tak ing into account the  price and availabili ty of  al ter­
native fuels, the  cost of switching to  alternative fuels, the  impact of 
curtailment on employment in the local economy, and the impact of 
curtailment on public health and safe ty.

The FPC would be granted primary authority  to administer the 
natura l gas shortage nationwide. This authority would be exercised 
in close coordination with the FE A and in consultation with State and 
public utili ty commissions.

The FPC  would have comprehensive emergency authority to allocate 
natura l gas supplies at all levels in the  d istribu tion system after pro ­
duction through retail  distribution in both interstate and intrasta te 
markets. The extent of the F PC  jurisdiction to administer natural gas 
shortages would thus  be roughly comparable to the FE A’s a utho rity 
to administer  petroleum shortages.

The F PC  would have auth ority to order  physical interconnections 
among pipelines, and, in  case of supply emergencies, to order  tra nsfer 
of gas between pipelines including transfers from intrasta te to int er­
state pipelines, in certain circumstances.



The FPC , in coordination with the FEA, would be directed to 
develop Federal guidelines for adminis tration of the natural gas 
shortage. In connection with developing such guidelines, the F PC  and 
the FEA would review and appropriately  modify existing FPC cur­
tailment policies. Facto rs to be considered in developing priorities 
would include economic and technical efficiency, the diverse rules of 
natu ral gas in the economies of various regions, environmental impacts, 
and an equitable geographic distribution of the shortage. The FPC 
would be specially directed to consult with the Governors and State 
utili ty commissions of the several States. Proposed guidelines would 
be presented to Congress and become effective as regulations unless 
disapproved by a majority of either House. The FPC would be empow­
ered to delegate a uthority to the several Sta tes to administer natu ral 
gas shortages at the retail  sales level. State administration  would be 
pursuant to plans developed by the State concerned in accordance 
with the Federa l guidelines and approved by the FPC. Distressed 
interstate pipelines unable to meet projections would be authorized 
to purchase new natural gas not previously dedicated or prospectively 
available to the inters tate market at prices comparable to prevail ing 
prices in the relevant in trastate markets.

Mr. Chairman, in conclusion, there is a clear and urgent need for 
the Government to st rengthen its capacity to administer energy short­
ages fai rly and effectively. This task is to be an integral  par t of any 
national energy policy for America.

[Testimony resumes on p. 150.]
[Mr. Willr ich’s p repared statement follows:]

Statement op Mason W illr ici i, D irector, I nternational Relations, 
Rockefeller Foundation

Mr. Chairman, it  is  a  p leas ure  to  appear before you today  and to assis t in your 
consideratio n of measures to  deal with the  U.S. n atural  gas shortage.  I recent ly completed a study for the Adm inist rative Conference of the United Sta tes on 
the  adm inis trat ion of possible  na tur al gas and  petro leum shortages in the  U.S.1 
My testimony today is based largely on the relevant  conclusions and recom­mendat ions of  th is study.

Potenti al na tur al gas shor tages and the growing petroleum supply vulnerab ility  
in the U.S. dur ing  the late  1970’s raise serious  risks to the  welfare , safe ty, and 
secu rity of the American people.

A major  t ask  of th e U.S. government will lie to deal effectively with these rea­sonable  foreseeable ri sk s:
One risk is welcome. A sustaine d period of economic expansion may cause  a 

resumption  of near histo rical  growth rates in demand for na tural gas and pe­
troleum as the economy moves closer to its full productive capacity . Ineffect ive 
government adm inis trat ion  of an energy shortage dur ing an economic recovery migh t endan ger the  recovery process.

A second risk is in t he  lap of the gods. Demand for  n atural  gas and petroleum 
var ies with the seasons. A cold win ter may cause a la rger  increase in require ­
ments for na tur al gas and fuel  oils. The increase in oil demand  during a cold 
win ter would l>e compounded by the increased sho rtfa ll in na tur al gas. Ineffec­
tive  government administra tion dur ing  a cold win ter m ight endanger public heal th 
and  sa fety, as well a s the  na tional  economy.

•A th ird  risk is in the  hands of the governments of the  count ries  borde ring  the 
Persian Gulf. Despite recent progress on the Israeli-Egyptian front,  the  Middle Bast, seems likely to remain  a powder keg indefinitely . The  risk of an in terru p­
tion of U.S. oil imports at  any  given time will depend on the sta te  of the Middle 
East political environment a t that  time. The risk  of damage to the U.S. in the 
even t of an oil supply  interruption will, however, increase  with  the size of U.S.

1 M aso n W lll rlc h.  “ A dm in is tr at io n of  En ert rv  S hort ages:  N a tu ra l Ga s an d Pet ro le um ,” Ca mbr idge , M a ss .: B al ling er  P ubli sh in g  Co., 1976 .



oil imports from Arab sources . Ineffective domes tic adm inistra tion of the  pe­
troleum sho rtag e that  would follow a fu ture  Arab oil embargo might jeopardize 
U.S. capabilit ies to fulfill its  oil-sharing  commitments to other OECI) countries 
par ticipat ing  in the Intern ational Energy Program,  complicate U.S. diplomatic  
efforts aimed at achiev ing an early  end of  the embargo, and sub stan tial ly incre ase 
the damage from the embargo to the  U.S. economy.

A fourth risk is to American government. The consequences of a serio us energy 
shortage would be a cute and yet pervasive. A ser ious energy shortage will affect 
jobs, profits, lifesty les, and votes. Ineffective government  adm inistration might 
lead to serious social conflict, as well as widespread economic disru ption. In ­
creased public cynicism about government and mi strust  of priva te indust ry would 
probably follow.

The U.S. na tur al gas shor tage  and petroleum supply  vulnerability are inescap­
able and must  be adm inis tered effectively, no matt er  wha t long-term nat ional 
energy policies are  u ltim ately developed and imp’emented.

Policies may be designed to re store an d mainta in a ba lance  between U.S. energy 
supply and  demand in the long run. Mismanagement  of energy shor tages would, 
however, make  long-term nat ional energy pol icies more difficult to achieve.

Most measures implem ented now in order to expan d domestic  energy  supplies 
will not yield sub stantial results  unt il the 1980's at  the earl iest.  Simi larly , many 
actions taken to increase  the efficiency of  energy-consuming buildings, machines, 
appliances , and processes will not realize large conserva tion savings for several 
years. Whethe r energy prices  are  decont rolled gradua lly or inten sive regu lation 
continues,  shor tages will pers ist in the  nea r futu re. (Even  abrup t and complete 
deregulation may not  bring supply and demand into immediate balance if  de­
mand proves to be very price inela stic in the  sho rt run.)

The problem of adm inis tering an energy shortage is largely  po lit ical ; yet  a 
shor tage  is especia lly difficult to deal with politically in a federal  democracy 
during peacetime.

The problem is pol itical because it involves governmen t action to control and 
dis trib ute  energy  suppl ies by non-price methods. Democratic ins titu tion s, with  
their supporting adm ini str ative  mechanisms, have proven to be rea sonably capable 
of dete rmin ing Who gets how much of an expanding pie. An energy  shor tage, 
however, requ ires the  government to intervene  in the  marke t in order to de ter ­
mine who gets how much of  a shrink ing pie.

Faced  with  a shor tage , every important group  in society, whether function ally 
or ter ritor ial ly based, can be expected to rea ct strongly  in order to  minimize  the 
damage to its  essenti al interests . In adm inis tering an energy shor tage, the  gov­
ernm ent mus t deal  fair ly, and app ear  to deal fair ly, with  t he  manifold intere sts  
competing for a shr ink ing  supply of a vita l necessity .

It  is sometimes argued th at  any step to make  government adm inistration of 
energy shor tages more effective and equitab le should be avoided because  i t would 
reduced polit ical pre ssu re for deregulation of energy prices. Th is argument is 
not persuasive in view of the  increased damage to the  nation  th at  would result  
from ineffective government a dministration of a shortage.

Wha teve r government does to adm iniste r an energy shor tage  will cause ha rd­
ship for large numbers of persons . Bu t the da mage will be much gr eater  if  noth ing 
is done.

Government autho rity over the  na tura l gas shor tage  is fragm ented in a way 
that  makes effective adminis tra tion impossible. The Federal Power Commission 
(FP C) does not have sufficient jur isd ict ion  to cope with  the  problem at  the  fed­
era l level.

At the  fede ral level, governmental autho rity  to adm inis ter the  shortage is 
vested by the Na tur al Gas Act of 1938 in  the FPC, which is an independ ent eco­
nomic regula tory agency. The  FPC 's curta ilm ent  juri sdictio n is limited mainly 
to the int ersta te  transp ort ation  of na tur al gas via pipeline. The FPC has  no 
au th or ity: to allocate  among the  various in ters ta te  pipelines na tura l gas  th at  
is produced and sold in the  interst ate wholesale m ar ke t; to allocate  gas  that  is 
sold and delive red by dis trib uto rs in retail m arke ts ; to allocate  gas that  is pro­
duced and consumed in the  same sta te. There fore, the FPC 's autho rity to  admin­
ister the  nat ion ’s na tural gas shor tage  is narrowly focused on the inte rface be­
tween the in ters ta te  pipeline  and the  local d ist rib uto r o r d irec t sales customer .

Primary governmental power to adm inis ter the natio nwid e na tura l gas short­
age is divided among the  several  states. Sta te power includes au th or ity: to 
contro l na tur al gas pro duction ; to regula te ret ail  di st rib ut ion; and to dete rmine 
ret ail  prices and  allocate supplies among end users. In most states, this autho rity



is vested in the  public util ities commissions or analogous Gtate agencies. The th ru st  of stat e regu latory autho rity varies to reflect the  fac t that  only a few sta tes are large na tura l gas producers (and  consumers) while the  res t are pr i­
mar ily consumers .

Faced with a na tur al gas shor tage  with nationwide  dimensions, the  FPC has 
developed a nationa l curta ilm ent  policy based on end-use prio rities. The Com­
mission cann ot effectively im plement such a policy.

Because it  lacks authority  to order interconnections between pipelines, the FPC has  been forced to adm inis ter curta ilments, including it s end-use policy, 
pipeline-by-pipeline. The  amount of shor tage  varies widely among the inter sta te pipelines. Consequently, use of na tura l gas as indust rial  boiler fuel continues 
in some sta tes  served by relat ively  well-supplied int ers tat e pipelines subject to FPC jurisdict ion, while at  the same time suppl iers for even res iden tial  and smal l 
commercial users  are  th rea tened in other sta tes.

The FPC’s cur tailment proceedings are  adjud icativ e, and its  end-use policy is not binding on the parties  to iwirticular proceedings. In some cases the inter­sta te  pipelines, the ir local dis trib uto rs, and the ir direc t sales customers  have ad ­vocated plans emphasizing diffe rent concepts, such as con tract enti tlements  or pro ra ta  reductions. In other cases the  p arti es have advocated  end-use prio ritie s differen t from the FPC ’s. In any event, the  FPC’s end-use policy as applied in cur tai lment proceedings before the Commission i tse lf has persuasive, not manda­
tory  effect.

While the  FPC is atte mpting  t o implement its end-use policy pipeline-by-pipe­line, th at  policy is often being fru str ated  at the sta te  level. The several  sta te util ity  commissions have prim ary autho rity  to a lloca te avail able  n atu ral gas sup­
plies among various end uses within  their  respective states. The FPC’s end-use priori ties may determine  the amount of gas imported into a state, but the  sta te uti lity commiss ion’s priorit ies will largely decide who in fact  gets how much of the imported gas. In practice, some st ate s have cooperated  with, some have modi­fied, and some have quite  ignored th e FPC ’s curtai lment policy.

The  FPC  is not equipped with procedural devices required to manage an emergency shortage effectively.
The  N atu ral  Gas Act of 1938 not only limits the FPC ’s cu rta ilm ent  jurisdic tion, but  also requ ires  the use of procedures  that  are  not suit able  for the  a dm inistra­tion  of a na tur al gas shortage. The procedural  alternativ es avail able  in the 

Na tur al Gas Act were intended for rate mak ing proceedings, not curtailm ent.  The Act requ ires  a prim arily adju dicatory type of proceeding th at  is inherent ly too slow to permit a timely and flexible response to emergency conditions.
The FPC has attempted to speed up the adm inis trat ive  process by permitt ing proposed cur tai lment  plan s to become effective almost immediately on a tem ­porary basis . While the use of inte rim plans has enabled the FPC and the pipe­lines to have an approved cur tail ment plan in effect during winter peak curta il­

ments, the  temporary natur e of the  relief and the recu rring and deepening char­act er of the  shor tage  mean that  permanen t cur tail ment plans  may never  be finally approved in many cases. Curtai lment proceedings for a pipeline might, therefore, be endless.
The FPC has a lso attempted to make the  adm inistra tive process flexible through emergency and extraord ina ry relie f procedures. A severe shortage , however, may overload the  Commission with pet itions for ext raordin ary  relie f at  the worst 

possible moment from the  standpo int of cris is management. This  is a cri tica l unreso lved problem of adminis tra tive procedure.
The FPC does not have the autho rity  to require the na tur al gas indu stry  and consumers to provide much of the da ta it needs in o rder  to  implement an end-use 

policy efficiently and fair ly. If  t he FPC could obtain the  da ta, it is doub tful that  it  would have  adeq uate  resources to process and use them effectively. This  is an ­other c riti ca l unresolved adm inistrative problem.
The na tura l gas shor tage  canno t be effectively administered  by the  severa l stat es.
As noted above, governmental power  to control the dist ribu tion  of avai lable  na tura l gas supplies, aside from interst ate tran spo rtat ion , is divided among the  several sta tes . Given th eir  diverse resources and inte rests, the re is no way for the  sta tes  to dis trib ute  the burden of the na tura l gas shor tage  equitably among them­selves and  throughou t the  natio n. The  sta tes  have an imp ortant role to play in adm inis tering cur tailment policy, bu t that  policy should be fashioned at the federa l level an d be mandatory for  the s tates to follow.



Th e Co ngres s sh ou ld  enact legi sl at io n fo r th e  s pecif ic pu rp os e of  adm in is te ri ng  
th e n a tu ra l ga s sh ort ag e on a nat io nw id e ba sis. Th e le gi sl at io n sh ou ld  be  con­
side re d in ad dit io n to  or  as  p a rt  of  legi sl at io n on n a tu ra l ga s pr ic es  a t the 
we llh ea d.

The  fo llo wing le gis la tive su gg es tio ns  a re  a blen d of  cert a in  idea s d ra w n  fro m 
th e En ergy  Po lic y an d Con se rv at io n Ac t o f 1975, an d var io us pr op os al s fo r n a tu ra l 
ga s em ergency legi sl at io n,  es pe ci al ly  th e prop os ed  N atu ra l Gas  Em erge nc y Ac t of 
1975 (H .R . 9^64 as  or ig in al ly  re por te d by th e Com mitt ee  on In te rs ta te  an d F o r­
eign  Co mm erc e to  th e  Hou se  of  R ep re se nta tives  on Dec em be r 15, 197 5).  How ev er , 
my sugg es tio ns  go co ns id er ab ly  beyond  th e p ropo sed Em erge nc y Act in  a n att em pt 
to deve lop  a go ve rn m en ta l ca pa ci ty  adeq uat e to adm in is te r n a tu ra l ga s sh ort ag es  fo r th e du ra tion .

N atu ra l ga s su pp ly  em erge nc y legi sl at io n sh ou ld , in my vie w,  co nta in  th e fo l­
low ing  e le m en ts :

Th e pu rp os e wou ld  be to  ac hi ev e an  eq uitab le  d is tr ib u ti on  of th e  co sts an d 
bu rd en s of th e n a tu ra l gas  sh ort ag e th ro ugh out  th e co un try,  ta kin g in to  a cco u n t: 
th e pr ice an d avail ab il it y  of  a lt e rn a te  fu e ls ; th e co st  of  sw itch in g to  a lt e rn a te  
fu e ls ; th e im pa ct  of  cu rt a il m en t on em ploy men t an d th e  loca l econom y ; an d th e 
im pa ct  of c u rt a il m ent on th e  p ub lic  h ea lth  an d sa fe ty .

Th e FP C wou ld  be gra n te d  pri m ar y au th o ri ty  to adm in is te r th e  n a tu ra l ga s 
sh or ta ge  n at io nw id e.  T hi s au th ori ty  woidd  b e e xe rc ised  in clo se  coo rd in at io n w ith  
th e FE A an d in co nsu ltat io n w ith s ta te  pu bl ic  u ti li ti e s comm iss ion s.

Th e FP C wo uld ha ve  co mpr eh en sive  em erge nc y au th ori ty  to  al lo ca te  n a tu ra l 
ga s su pp lie s a t al l leve ls  in  th e d is tr ib u ti on  sy stem  a ft e r pr od uc tion  th ro ugh 
re ta il  d is tr ib ution , in bo th  in te rs ta te  an d in tr a s ta te  m ar ke ts . The  ex te n t of  th e 
FPC ’s ju ri sd ic ti on  to  adm in is te r n a tu ra l ga s sh ort ag es  wo uld th us be  roug hl y 
co mpa ra bl e to  th e FEA ’s au th ori ty  to  adm in is te r pe trol eu m  sh or ta ge s.

Th e FP C wou ld ha ve  au th o ri ty  to  o rd er ph ys ic al  in te rc on ne ct io ns  am on g pipe ­
lin es  an d,  in  ca se  of  su pp ly  em erge nc ies , to ord er tr an sf e rs  of  ga s be tw ee n pi pe ­
lin es,  in cl ud in g tr an sf e rs  from  in tr a s ta te  to in te rs ta te  p ipel ines  in cert a in  c ircu m ­
st an ce s (o utl in ed  be lo w ).

Th e FP C,  in co or di na tion  w ith  th e  FE A,  wou ld be  dir ec te d to  de ve lop fe der al  
gu idel ines  fo r adm in is tr a ti on  of  th e na ti onal n a tu ra l ga s sh or ta ge . In  co nn ec tio n 
w ith de ve loping  su ch  gu id el in es , th e  FP C an d th e FE A wou ld revi ew  an d,  as  ap ­
pr op ri at e,  mod ify  ex is ting  FPC  curt a il m en t pol icy . F ac to rs  to  lie co ns id er ed  in  
deve loping  p ri o ri ti es wou ld  in cl ud e econom ic an d te ch nic al  efficiency , th e  di ve rs e 
ro les of n a tu ra l ga s in  th e  econom ies  of  var io us region s, en vir onm en ta l im pa ct s,  
an d an  eq uitab le  ge og ra ph ic al  d is tr ib u ti on  of  th e sh or ta ge .

In  de ve loping  prop os ed  gu idel ines , th e  FP C wou ld  be au th ori ze d to  proc ee d 
by adm in is tr a ti ve  ru le m ak in g.  R ul em ak in g pr oc ed ur es  fo r th is  pu rp os e wou ld  
prov ide no tice  an d opport unity  fo r in te re st ed  pe rs on s to  mak e w ri tt en  an d o ra l 
pr es en ta tion s,  an d,  to th e  ex te n t pr ac ti ca bl e,  an  op po rtunity  fo r re bu tt a l.

Th e FP C wou ld  be sp ec ia lly  dir ec te d to  co ns ul t w ith th e go ve rn or s an d s ta te  
u ti li ty  co mmiss ions  of  th e  se ve ra l st a te s.  Pr op os ed  gu id el in es  wo uld be  p re se nte d 
to  Co ng res s an d become  e ffec tiv e as  re gula tions unl es s di sa pp ro ve d by a m aj ori ty  
vo te of e it her Ho use.

The  FPC  wo uld  be  em po wered  to  del eg at e au th o ri ty  to  th e se ve ra l st a te s to  
adm in is te r n a tu ra l gas  sh ort ag es  a t tn e  re ta il  sa le s lev el.  S ta te  adm in is tr a ti on  
would  be purs uan t to pla ns deve lop ed  by th e s ta te  co nc erne d in  ac co rd an ce  w ith 
th e f ed er al  gu id el in es  an d ap pr ov ed  by th e  FP C. Fed er al  gu idel ines  fo r th e re ta il  
lev el wo uld  b e s uf fic ien tly  fle xib le to  p er m it  th e  s ta te s to  t ak e ap pro pri a te  ac co un t 
of  loc al ci rc um st an ce s in  de te rm in in g fin al al lo ca tion s to  en d us er s.  Th e FP C 
wo uld  co nt in ue  to  adm in is te r it se lf  th e sh ort ag e a t th e in te rs ta te  pi pe line  lev el.

D is tres se d in te rs ta te  pipe lin es , una ble  to  m ee t pr ed ic te d re quir em en ts  of  th e ir  
cu stom er s fo r es se nti al  uses , wo uld  be au th ori ze d to  purc has e new n a tu ra l ga s, 
no t pr ev io us ly  ded ic ate d or pr os pe ct iv el y avai la ble  to  th e in te rs ta te  m ar ket , a t 
pr ices  co m pa ra bl e to  pre vai ling  pr ic es  in  th e re le van t in tr a s ta te  m ar ket s.

T ra nsf ero rs  under an  FPC  em erge nc y tr a n sfe r or der  wo uld rece iv e th e  sa m e 
pr ice fo r tr an sf e rr ed  ga s as  th ey  wer e en ti tl ed  to  rece ive from  th e ir  con tr ac t 
pu ch as er s.  I f  th e tr a n s fe r pr ic e w er e less  th an  th e pre va il in g pri ce  fo r n a tu ra l 
ga s in th e re le van t in tr a s ta te  m ar ket , th e  re ci pi en t dis tres se d in te rs ta te  pi pe line  
wo uld  be  re qu ir ed  to  re im burs e cu stom er s of th e  tr an sf e ro r fo r in cr ea se d fu el  
co sts  in cu rr ed  as  a re su lt  of  being  d ep rive d of n a tu ra l gas. A t ra n s fe r o rd er  c ou ld  
no t be  i ss ue d un le ss  th e  FP C fo un d th a t a supp ly  em erge nc y ex is te d  fo r th e d is ­
tres se d in te rs ta te  pi pe lin e,  an d th a t th e  pi pe line  had  a tt em pte d  un su cc es sful ly  to purchase new natura l gas.
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Even now af te r the  shocking energy price increases of the  early  1970’s, most 
Americans continue to expect an abundance of energy in the  future. Yet in the 
la te r 1970’s, U.S. vuln erab ility  to an oil supply interrupt ion  will grow to 
omnious dimensions, and it  is likely that  the  American people will have  to 
endure the h ardship  of increa sing  na tur al gas shortages .

In  view of these  dangerous  prospects , the re is a clea r and urge nt need for 
government to strengthen  its  capacity to adm inis ter energy shortages fai rly  and 
effectively. This tas k must be au integral  pa rt of any nat ional energy policy for 
America.

Mr. Dingell. Gentlemen, you have given us excellent statements 
here. The Chair  wants to commend you for your assistance to us, the 
time and effort tha t went into your action in this maimer. Mr. *
Eckhardt.

Mr. Eckiiardt. Mr. Willrich, what would you do about FP C’s 
authority  respecting control of wellhead price of intras tate gas, if *
anything?

Mr. Willrich. Mr. Eckhard t, I favor the deregulation of new 
natu ral gas prices.

Mr. Eckhardt. When you say new na tural gas, are you r efer ring 
to gas produced from new geological formations?

Mr. Willrich. The  problem of legislating in this area, you know 
much better than  I, is a terr ibly  complex matter. Basically, I would 
tend to favor more deregulation than  less. But I would not go so fa r 
as to say there should be legislation which would deregula te all natural 
gas produced. So in other words, were I to make a judgment, I would 
draw the line in favor of deregulation, but I do not have a specific 
opinion on increased volumes from existing reservoirs. I think  that  
probably should be relegated to administra tive proceeding subject to 
crite ria tha t would be drawn  in the legislation by the Congress.

Mr. Eckhardt. Thank you. Thank  you, Mr. Chairman.
Mr. Dingell. Mr. Schroeder.
Mr. S chroeder. Mr. MacDougall, would you explain how the State 

curtailment program would go into effect during emergency periods 
and how that would operate ?

Mr. MacDougall. What we have done is, we had a number of 
hearings and we have a different priori ty scheme from the Federa l 
Power Commission, and that  is described in the order of the Commis­
sion, the description at page 3 of the order  itself. We feel there should it
be a gre ater preference given to industria l use as opposed to commer­
cial than appears  in the FPC's  nine-point prior ity scheme. So we 
would prefer to give a slight more edge to the indust rial than the 
Federal plan. 7

As far  as the emergency goes—the thing we have heard today on 
interchange of gas between various pipelines—recent legislation in 
the Pennsylvania Legislature gave the PUC in Pennsylvania the 
power to do just that . The commission; tha t is the PUC, now has 
taken no steps to exercise tha t power. There are, as you know, a lot 
of pros and cons to it. There are a number of reasons tha t have been 
urged why it is not a good idea to have such an interchange, as you are 
aware of. But the legislature has given the power to the PUC to do 
that . It  was only given just within the last month. We have not issued 
regulations on it. The power was given to us. Some may challenge the 
constitutiona lity of that. I am not sure. I t is just a new thing  that is 
on the books. I will be glad to  furnish a copy of the new legislation to 
the committee. I have not got ten my copy yet. I t was just passed.
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Mr. Schroeder. The curtailment plan, is this proposed-----
Mr. MacDougall. No; this is in effect. We had a proposed c urta il­

ment plan sent out for comment by the industry, by consumers, by 
everyone. The regulations  which you have here, which I submitted, 
are the final regulations. They are in effect. They must be complied 
with.

Mr. Schroeder. Dur ing a period of curtailment then, as I under­
stand it, the Commission, through its local gas utilities, basically de­
termines an amount that  each category of customer or each individual  

4 customer is entitled to durin g a specified curtailm ent period; is tha t
correct? Then there is a series of penalties imposed upon people who 
take more than their  entitled  volumes of gas; would you expla in th at?

Mr. MacDougall. Basically you are correct, although the initial 
A step is between the customer and the gas company. We are clear on

that,  the customer should make an application to the gas company, 
not to the PUC in the first instance. If  the customer does not get the 
satisfaction from the local gas distributor , then it goes to the PUC.  
And if you notice in the regulations, they are quite flexible. There is 
possibility of modifications. We do have the penalty provisions which 
are in appendix A to the order. If  you will notice on page 6 of  ap­
pendix A, you have the penalty clauses, fo r—it is a penalty for taking 
more than your entitlement durin g a certain period—and the penalty  
gets quite stiff, it goes up to $50 per Mcf. You are talking about a $1.42 
interstate price. You can see $50 per Mcf, and so on, can become 
expensive.

Mr. Schroeder. I  find this a very imaginative kind of scheme. W ith­
out having looked at how other States have approached this same ques­
tion, I may be tempted to read more into it than  exists. But is the 
philosophy one of trying to use economic incentives to say, sure, you 
as a customer may take more gas than you are allotted if you deem 
it worth that  much to you, but that  you will pay for it. Indeed, you 
will pay for it. But the choice is yours. In other words, you are giv­
ing basically a reference mark, but you can go beyond tha t paying  
the penalties. Then I think also an important principle involved is 
that the penalty is then collected by the distr ibutor and paid to those 
customers who are disadvantaged by the excess takes of those cus- 

B tomers who choose to take more than thei r entitlement.
Mr. MacDougall. We like to take credit for this, hut Transco has 

proposed penalty plans. This is not a new idea for curtailments. This 
has been under discussion by some of the interstate pipelines, setting 

h up penalty provisions and so on, paying more for it and so on. Wo
have done this. We made it now our regulation. But we are not the 
first ones to suggest this. Maybe we are the first ones to put it into 
effect on a statewide basis, but this has been discussed in settlement 
negotiations th at I have been to in some of the major cur tailment cases 
at theF PC .

Mr. Schroeder. Thank you.
Mr. D ingell. Gentlemen, the committee thanks you for your help 

to us today. We very much appreciate  your courtesy. I believe you 
both have given every inovative and helpful statements.

Mr. Curtis.
Mr. Curtis. I would like to ask just a couple of questions with re­

spect to Mr. W illri ch’s proposals th at the Federal Power Commission
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be equipped with better tools for managing the shortages both ex­
pected for this winter and for the next several. One aspect of tha t 
proposal, Mr. Willrich, is that  the Federal Power Commission cur­
tailment authority reached down and it, in fact, supersedes tha t 
exercise by the State public utility  commissions at this time.

Mr. MacDougall, can you tell us, summarize very briefly, what has 
been your assessment of the tool that  the Federal Power Commission 
presently uses in curtailment powers? I s it as inflexible as Mr. Will- 
rich found it to be in his study, and do you feel there is a role for the 
State  regulatory commissions in curtailment  policies t hat  would be u
damaged if Mr. Will rich’s suggestions were adopted by the Congress?

Air. MacDougall. Of course, I  have not given your question to our 
commission. So I  am going to give you my own experience on it.

The FPC  relies a lot upon settlement procedures. You encourage 7
everybody to settle, so a lot of the work is done outside the hearing 
room. It is done in the sett lement arrangements. I think  the first pe r­
manent plan that  has come out recently has been the Transco one.
There have been petitions for rehearing on that. To be very frank about 
Pennsvlvania, we have not been at the FPC urging 4G7-B settlement 
for all lines. We have people in our State, some distributors, who like 
end-use and others tha t do not. Manv times we can take no position 
before the FPC . because we have a difference among d istribu tors in 
our own State. Many times we would like to get something other than 
467-B:  and we would like to have a modified 467-B within our own 
State. We like that. We want  to get as much gas as we can federally, 
and then we will d istribute it the  way we think the needs of our State 
are. So we would look askance at any Federal legislation requiring in­
terconnections and pooling, you might say. of gas. We have not sup­
ported that  here. I do not think our Commission would. Of course, I 
do not know for sure. We would like to have the power to make tha t 
allocation within our own State. Naturally, we feel we are closer to 
the scene and we know our needs better in manv cases than does Wash­
ington. D.C., irrespective of whatever administra tion is in power. We 
have set up our own allocation emergencv program, if we need it. But I 
do not find anything seriously wrong with the FPC ’s procedures. They 
were described and supported  by the Transco witnesses who jus t pre- 4ceded us, certainly Transco is the biggest problem a t FPC. "

Mr. Curtis. Air. 'Willrich, can you define for the committee why you 
believe that  the State should not have dominion over the gas once it  
enters its borders to tailo r the supplies available to  it to the peculia r j
circumstances of the State as thev may exist ?

Mr. W illrich. Yes. Air. Curtis. I think perhaps mv notion of F ed­
eral legislation and other people’s differs to some extent. What I  think 
is needed is a Federal framework within which the States would play 
a very active role. Actually under the proposal as I envision it , the 
State would have a more active role at the Federal level in fash ioning 
an allocation process than they presently do. And. in fact, one of the 
possibilities that  should be considered at the Federa l level is aban­
doning an end-use pr iori ty scheme entire ly and allocating volumes to 
States  according to prorata distribution of the shortage. And that 
could be equated with all kinds of factors behind it as to the volume 
of gas, and then let the States  allocated freely amongst thei r own cus­
tomers inside their borders.
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So I am not wedded at all to either the Federal  scheme or the exist­
ing State scheme, but what I think is necessary is for us to put  in 
place at the Federa l level a scheme which would provide a way of 
fasliioning an allocation scheme tha t in an emergency would be per­
ceived by the consumers as being as fai r and equitable as possible. 
There are all kinds of reasons why a shortage may occur. This can be 
fashioned a t the Federa l level as pa rt of national energy policy.

Mr. Curtis. Let me try  and define what an emergency is. When do 
we have an emergency? We are told we have curtailments, tha t is de- 
liverabil ity, volumes, 25 or 30 percent below current firm contrac­
tual commitments on a national level. Is th at an emergency ? When do 
we have one ?

Mr. W illrich. Once again, it is a legislative matter to develop cri- 
\  teria tha t would be effective triggers  for an emergency. At one ex­

treme, a cold winter may well trigger  an emergency. Another event 
might well be an oil embargo where, at tha t point, the pressure on 
natu ral gas supplies becomes enormous as well as the pressure in a lot 
of other directions. But  as f ar  as defining in advance the precise cir ­
cumstances—as you know, the contract  entit lements as a definition of 
an emergency are really not tha t valid any more because we have got­
ten along by increasing oil imports and doing some other  things with 
a lot of contract entitlements not being filled. So the precise definition 
of emergency conditions, I would suggest, again, would be adminis­
tratively determined subject to criter ia tha t would be legislatively 
drawn in a statute.

Actually, previous legis lation from this committee did quite well in 
tha t regard.

Mr. MacDougall. Could I volunteer a definition of emergency ? It  
is when a plan t th reatens to shut down and the curtai lment  cannot be 
handled by the FP C’s extraordinary  procedures. The most recent is 
the Transco one of 2 years ago, at Danville, N.J., places down in North  
Carolina. If  those cannot be handled by the extrao rdina ry procedures 
of F PC  th at have been basically solved by the FPC, if they cannot be 
solved, you have the plan t shut down, Congress is going to see an 
emergency.

Mr. Curtis. Let us take th at circumstance, Mr. MacDougall. You do 
M not believe your commission would favor an allocation system ? Would

thei r position change i f th at circumstance occurred wi thin the borders 
of Pennsylvania and, in fact, there were not volunta rily forthcoming 
supplies to meet a significant  close shutdown?

' Mr. MacDougall. You say volunta ry? There  are procedures at  the
FPC for extraordin ary relief when a plan t shutdown is threatened. I 
do not know what our commission would do. I am saying from a prac­
tical, political, human s tandpoint, the emergency occurs when you shut 
down a plant or threa ten to shut down a plant. Tha t is when the 
Governor comes down to Washington, th at is when Shapp comes down 
to Was hing ton: th at  is when we come to Congress.

Mr. Curtis. I guess the basic question here is: Is there anyth ing the  
Congress should be doing now or the industry should be doing in terms 
of contingency plans that  would be in place and t riggered automati ­
cally should these emergencies occur rather than what I am afra id 
would be running around in an a ttempt to deal with the  circumstance
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which, because of  ponderousness of the legislative process, will never 
catch up with that  circumstance?

Mr. MacDougall. All I can say is, I  do not know. The prognosis 
now that we have from th e FPC  is that the s ituation this winter is not 
unmanageable. T hat is what they have said. They put a caveat as to  
Transco. They said maybe there is th at Transco thing again that is 
going to come up. All I can say is, I do not know. I will ta lk to our 
commissioners ami pose your question. It  is not an easy one to answer.
Thus far  we have gotten through i t by the extrao rdinary relief proce­
dures. The heat was put on Transco from FPC , what happened with 
their supplies. All of a sudden, they star ted finding new gas. Two years 
ago, each week another lette r came out, we have more gas. Some peo­
ple would say that is a d irect response to the pressures from the  Con­
gress, and from the FPC. Other  people say i t was not. I just do not /
know the answer.

Mr. Curtis. If  we do get th e type  of emergency described and Gov­
ernor Shapp comes down to Washington, what is he going to ask for , 
in your opinion?

Mr. MacDougall. The last time he came down he asked for extr a­
ordinary relief from the Transco curtailment at the Federal Power 
Commission. And afte r he testified, all of a sudden, Transco found 
some more gas, and they found more gas the following week, and more 
aft er that. We got throug h the winter 2 years ago. I am just answering 
in pragmatic ways as to the solution. The  system worked. It  creaked 
through 2 years ago, but it worked. Hopefully it will work again. I 
just do not know the supply  situation tha t well. We do not know in 
Pennsylvania all tha t well. Apparently everything is all right except 
for Transco, and I just  do not know how to answer your question a t 
this point. I  am sorry. Maybe the other panel member can try  it.

Mr. W illrich. As someone not involved directly in the process but 
as an observer who has watched it, I  think i t is high time we had some 
legislation which would rationalize  thi s area. How long are we going 
to  creak through?

Mr. Curtis. Thank you, Mr. Chairman.
Mr. D ingell. The committee thanks you for your presence.
The committee will stand adjourned.
[Whereupon, at 4:2 8 p.m., the subcommittee adjourned.] 1
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