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EMERGENCY NATURAL GAS ACT OF 1977

FRIDAY, JANUARY 28, 1977

HOUSE OF REPRESENTAIIVES,
AD HOC SUBCOMMITTEE ON ENERGY AND POWER,
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,

• Washington. D.C.
The ad hoc subcommittee met at 9:30 a.m. pursuant to notice,

in room 2123, Rayburn House Office Building, Hon. John D. Dingell,
chairman, presiding.
Mr. DINGELL. The subcommittee will come to order.
We meet this morning as an ad hoc subcommittee to consider the

recent proposal of the President dealing with the natural gas emer-
gency facing the country.
The natural gas shortages facing the Nation are critical and likely

to get worse before they improve. With the exception of the Far West,
the United States is experiencing the coldest weather on record.
Significantly, the coldest weather has been concentrated in those
regions where natural gas consumption is the greatest.
As a consequence, high priority demand for natural gas to heat

homes, schools, and business establishments has soared. This demand
has cut heavily into supplies of natural gas which would otherwise
be available to industrial consumers—resulting in plant shutdowns
and widespread unemployment. Industrial plant closings directly
attributable to the severe weather conditions gripping the eastern
half of the Nation have caused the loss of over 400,000 jobs. Many
States in the upper Midwest and along the Atlantic coast have
suffered severe economic hardship.

It should be made clear that the problems we face this winter are
related only tangentially to the decline of natural gas production
during the past several years. In fact, preliminary indications are
that production of interstate gas is up nearly 6 percent over last
year. The immediate problem is weather-related. Pipeline trans-
portation capacity and storage facilities were never designed to
meet the extraordinary temperature-sensitive demands for natural
gas which have been created by this winter's unprecedented cold.
Indeed, let there be no mistake that the problems we face today

would certainly be with us even if natural gas had been deregulated
a year ago. Deregulation proponents concede that no supply response
to deregulation is probable for at least 3 years due to the long lead
times required to find and deliver new supplies of natural gas. The
current spot shortages of natural gas in producing States attest to
the fact that it is extreme weather conditions, rather than the existence
of Federal regulation alone, which have resulted in the current
emergency.

( 1 )
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It is clear that governmental action must be taken on a crash
schedule to address our worsening natural gas supply situation. We
should not permit a protracted debate about long-term natural gas
proposals to delay the rapid enactment of emergency legislation. To
do so, in my opinion, is both dangerous and irresponsible.
We cannot ignore the realities of our long-term natural gas problems.

The Congress will consider, on an expeditious basis, long-term natural
gas issues. President Carter has indicated that his planned compre-
hensive energy message will contain recommendations related to the
long-term natural gas issue. We should not, however, await these
recommendations before addressing the very real emergency before us.

President Carter has proposed emergency natural gas legislation
to deal with the current crisis. This legislation contains two major
provisions:

First, the legislation authorizes the President to allocate supplies of
natural gas between the interstate pipelines to assure that essential
requirements of high priority users of natural gas are met. Second, the
bill seeks to increase the volumes of natural gas available to inter-
state pipelines by authorizing the President to approve emergency
purchases of natural gas apart from Federal price and regulatory
restrictions.

Today's witnesses will include the President's energy adviser,
members of the Federal Power Commission, Governors of several
affected States, representatives of pipelines, consumers, natural gas
producers, local distribution companies, and industrial end users.
[The text of H.R. 2500 follows:]

[H.R. 2500, 95th Cong., 1st sess., introduced by Mr. Staggers (by request) (for himself,
Mr. Devine, Mr. Dingell, Mr. Sharp, Mr. Ottinger, Mr. Moffett, Mr. Maguire, and
Mr. Moorhead of California) on January 26, 1977.]

A BILL To authorize the President of the United States to order emergency deliveries
and transportation of natural gas to deal with existing or imminent shortages by
providing assistance in meeting requirements for high-priority uses; to provide authority
for short-term emergency purchases of natural gas; and for other purposes

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That this Act may be cited as the "Emergency
Natural Gas Act of 1977".

DEFINITIONS
SEC. 2. As used in this Act:
(1) The term "high-priority use" means—

(A) use of natural gas in a residence;
(B) use of natural gas in a commercial establishment in amounts of less

than 50 Mcf on a peak day; or
(C) any other use of natural gas the termination of which the President

determines would endanger life, health, or maintenance of physical property.
(2) The term "interstate pipeline" means any person engaged in the transporta-

tion by pipeline of interstate natural gas.
(3) The term "intrastate pipeline" means any person (other than an interstate

pipeline) engaged in the transportation by pipeline of natural gas.
(4) The term "interstate natural gas" means natural gas which, but for this

Act, is subject to the Natural Gas Act.
(5) The term "local distribution company" means any person (including a

governmental entity) which receives natural gas for local distribution and resale
to natural gas users.
(6) The term "antitrust laws" means the Sherman Act, the Clayton Act, the

Federal Trade Commission Act, the Wilson Tariff Act, and the Act of June 19,
1936, chapter 592 (15 U.S.C. 13, 13a, 13b, and 21a), and similar State laws.
(7) The term "State" means any State of the United States and the District

of Columbia.

9
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PRESIDENTIAL DECLARATION

SEC. 3. The President may declare a natural gas emergency if he finds that a
severe natural gas shortage endangering the supply of natural gas for high-
priority uses exists or is imminent in the United States or any region thereof
and that the exercise of his authorities under section 4 is reasonably necessary
to assist in meeting requirements for such uses. Such emergency shall be termi-
nated when the President finds that such shortages no longer exist and are no
longer imminent.

EMERGENCY DELIVERIES AND TRANSPORTATION OF NATURAL GAS

SEC. 4. (a) (1) If the President finds it necessary to assist in meeting the require-
ments for high-priority uses of natural gas (including storage replenishment or
injection), on the basis of a request by the Governor of any State pursuant to
subsection (c) or on the basis of other information available to the President,
the President may, during a natural gas emergency declared under section 3, by
order, require—

(A) any interstate pipeline to make emergency deliveries of, or to trans-
port, interstate natural gas to any other interstate pipeline or to any local
distribution company served by an interstate pipeline for purposes of meeting
such requirements;
(B) any intrastate pipeline to transport interstate natural gas from any

interstate pipeline to another interstate pipeline or to any local distribution
company served by an interstate pipeline for purposes of meeting such
requirements; or
(C) the construction and operation by any pipeline of any facilities neces-

sary to effect such deliveries or transportation.
No such delivery or transportation may continue after April 30, 1977, or after
the President terminates the emergency declared under section 3, whichever is
earlier.
(2) No order may be issued under this subsection unless the President de-

termines that such order will not—
(A) create for the interstate pipeline delivering interstate natural gas a

supply shortage which will cause such pipeline to be unable to meet the re-
quirements for high-priority uses served, directly or indirectly, by such
pipeline;
(B) result in deliveries of natural gas from such pipeline which are excessive

(as determined by the President) in relation to deliveries which are required
under orders applicable to other interstate pipelines; and
(C) require transportation of natural gas by such pipeline in excess of its

available transportation capacity.
(b) Compliance by any pipeline with an order issued under subsection (a)

shall not subject such pipeline to regulation under the Natural Gas Act or to
regulation as a common carrier under any provision of State or Federal law. No
action required to be taken under an order issued under subsection (a) shall be
subject to any provision of the Natural Gas Act and any such order shall super-
sede any provision of a certification, or other requirement, under the Natural
Gas Act which is inconsistent with such order.
(c) (1) The Governor of any State may notify the President of any finding by

such Governor that a shortage of natural gas within such State, endangering the
supply of natural gas for high-priority uses, exists or is imminent and that the
State, and agencies and instrumentalities thereof, have exercised their authority
to the fullest extent practicable and reasonable under the circumstances to over-
come such shortage.
(2) The Governor shall submit, together with any notification under paragraph

(1), information upon which he has based his finding under such paragraph,
including—

(A) volumes of natural gas required to meet the requirements for high-
priority uses in such State;
(B) information received from persons in the business of producing, selling,

transporting, or delivering natural gas in such State as to the volumes of
natural gas available in such State; and
(C) such other information as the Governor determines appropriate to

apprise the President of emergency deliveries and transportation of inter-
state natural gas needed in such State.
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(d) The President may request that representatives of interstate pipelines,
intrastate pipelines, local distribution companies, and other persons meet and
provide assistance to the President in carrying out his authority under this
section.

(e) (1) In order to obtain information to carry out his authority under this
section, the President may—

(A) sign and issue subpenas for the attendance and testimony of witnesses
and the production of books, records, papers, and other documents;
(B) require any person, by general or special order, to submit answers in

writing to interrogatories, requests for reports or for other information, and
such answers shall be made within such reasonable period, and under oath
or otherwise, as the President may determine; and
(C) secure, upon request, any information from any Federal department

or executive agency.
(2) The appropriate United States district court may, upon petition of the

Attorney General at the request of the President, in the case of refusal to obey a
subpena or order of the President issued under this subsection, issue an order
requiring compliance therewith, and any failure to obey an order of the court may
be punished by the court as a contempt thereof.

(f) (1) If the parties to any order issued under subsection (a) fail to agree upon the
terms of compensation for deliveries (which may include compensation in kind) or
transportation required pursuant to such order, the President, after a hearing held
either before or after such order takes effect, shall, by supplemental order, pre-
scribe the amount of compensation to be paid for such deliveries or transporta-
tion and for any other expenses incurred in delivering or transporting such gas.
(2) For purposes of paragraph (1), the President shall calculate the amount of

compensation—
(A) for deliveries of natural gas, based upon the reasonable replacement cost

of such gas, as determined by the President, plus not more than 5 per centum of
such cost; and
(B) for transportation and other expenses, based upon reasonable costs, as

determined by the President.

ANTITRUST PROTECTIONS

SEC. 5. (a) There shall be available as a defense to any action brought under the
antitrust laws (1) that the activity which is the subject of such action was pur-
suant to a request of the President under section 4(d) or was necessary to carry out
an order under section 4(a), and (2) in the case of any meeting, that such meeting
was pursuant to such a request or necessary to carry out such an order and was in
compliance with the requirements of subsection (b).
(b) A meeting held pursuant to a request by the President under section 4(d) or

pursuant to an order under section 4(a) complies with the requirements of this
subsection if—

(1) there is present at such meeting a full-time Federal employee designated
for such purposes by the Attorney General;

(2) a full and complete record of such meeting is taken and deposited,
together with any agreement resulting therefrom, with the Attorney General,
who shall make it available for public inspection; and
(3) such other procedures as may be specified in such request or order are

complied with.
EMERGENCY PURCHASES

SEC. 6. (a) The President may authorize any interstate pipeline or local dis-
tribution company served by an interstate pipeline (or class or category of such
pipelines or companies) to contract, upon such terms and conditions as the Presi-
dent determines to be appropriate (including provisions respecting fair and
equitable prices), for emergency supplies of natural gas for delivery before August
1, 1977—

(1) from any producer of natural gas (other than a producer who is affili-
ated with an interstate pipeline as determined by the President) if (A) such
natural gas is not produced from the Outer Continental Shelf and (B) the
sale or transportation of such gas was not, immediately before the date on
on which such contract was entered into, certificated under the Natural Gas
Act, or
(2) from any intrastate pipeline, local distribution company, or other

person (other than an interstate pipeline or a producer of natural gas).
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(b) (1) The provisions of the Natural Gas Act shall not apply—
(A) to any sale of natural gas to an interstate pipeline or local distribution

company under the authority of subsection (a) or to any transportation in
connection with any such sale if such transportation would not otherwise
be subject to such Act; or
(B) to any natural gas company (within the meaning of the Natural Gas

Act) solely by reason of any such sale or transportation.
(2) In exercising its authority under the Natural Gas Act, the Federal Power

Commission shall not disallow, in whole or in part, recovery by any interstate
pipeline, through the rates and charges made, demanded, or received by such
pipeline, the amounts actually paid by it for natural gas purchased pursuant to
subsection( a).
(c) (1) The President may, by order, require any pipeline to transport such

natural gas, and to construct and operate such facilities for transportation of
natural gas, as may be necessary to carry out contracts authorized under sub-
section (a). No such order shall require any pipeline to transport any natural gas
in excess of such pipeline's available capacity.
(2) Compliance by any pipeline with any order under this subsection shall not

subject such pipeline to regulation under the Natural Gas Act or to regulation as
a common carrier under any provision of State law.
(d) As used in this section, the term "Outer Continental Shelf" has the same

meaning as such term has under section 2 of the Outer Continental Shelf Lands
Act (43 U.S.C. 1331).

PURCHASED GAS ADJUSTMENT CLAUSES

SEC. 7. In the case of any interstate pipeline receiving compensation under
section 4 with respect to deliveries ordered pursuant to such section, such com-
pensation shall be reflected as a reduction in the cost of purchased gas for purposes
of any purchased gas adjustment clause applicable to such pipeline. In the case
of any interstate pipeline paying compensation with respect to deliveries or con-
tracts for supplies of natural gas under section 4 or section 6, such compensation
shall be reflected as an increase in the cost of purchased gas for such purpose.

RELATIONSHIP TO NATURAL GAS ACT

SEC. 8. Except as expressly provided in this Act, nothing contained in this Act
shall be interpreted to change, modify, or otherwise affect rules, regulations, or
other regulatory requirements or procedures of the Federal Power Commission
pursuant to the provisions of the Natural Gas Act.

EFFECT ON CERTAIN CONTRACTUAL OBLIGATIONS

Sic. 9. (a) There shall be available as a defense to any action brought for breach
of contract under Federal or State law arising out of any act or omission that such
act was taken or that such omission occurred for purposes of complying with any
order issued under section 1(a).
(b) Any contractual provision—

(1) prohibiting the sale or commingling of natural gas subject to such
contract with natural gas subject to the provisions of the Natural Gas Act, or
(2) terminating any obligation under any such contract as a result of such

sale or commingling,
is hereby declared against public policy and unenforceable with respect to such
natural gas if an order under section 4(a) or any authorization under section 6(a)
applies to the delivery, transportation, or contract for supplies of such natural
gas.

(c) The amounts and prices of any natural gas purchases pursuant to an order
under section 4(a) or an authorization under section 6(a) shall not be taken into
account for purposes of any contractual provision which determines the price of
any natural gas (or terminates the contract for the sale of natural gas) on the basis
of sales of other natural gas.

ADMINISTRATIVE PROCEDURE AND JUDICIAL REVIEW

Sic. 10. (a) Subchapter II of chapter 5 of title 5 of the United States Code
(other than sections 554, 556, and 557 thereof) shall apply to orders and other
actions under this Act.



6

(b) Except with respect to enforcement of orders or subpenas under section
4(e), the Temporary Emergency Court of Appeals shall have exclusive original
jurisdiction to review any order issued, or other action taken, under this Act.

(c) Prior to a final judgment, no court shall have jurisdiction to grant any in-
junctive relief to stay or defer the implementation of any order issued, or action
taken, by the President under this Act.

ENFORCEMENT

SEC. 11. (a) Any person who violates an order or supplemental order issued under
section 4 or an order under section 6(c) shall be subject to a civil penalty of not
more than $25,000 for each violation of such order. Each day of violation shall
constitute a separate offense.
(b) Any person who willfully violates an order or supplemental order issued

under section 4 or an order under section 6(c) shall be fined not more than
$50,000 for each violation of such order. Each day of violation shall constitute a
separate violation.

(c) Whenever it appears to the President that any individual or organization
has engaged, is engaged, or is about to engage in acts or practices constituting a
violation of any order issued under section 4(a), any supplemental order issued
under section 4(f), or any order under section 6(c), the President may request the
Attorney General to bring a civil action to enjoin such acts or practices and,
upon showing, a temporary restraining order or preliminary or permanent in-
junction shall be granted without bond. In any such action, the court may also
issue mandatory injunctions commanding any person to comply with any such
order or supplemental order.

REPORTING

SEC. 12. (a) In issuing any order under section 4(a) or granting any authoriza-
tion under section 6, the President shall require that the prices and volumes of
natural gas delivered, transported, or contracted for pursuant to such order or
authorization shall be reported to him on a weekly basis and such reports shall be
made available to the Congress.
(b) The President shall report to Congress not later than October 1, 1977,

respecting his actions under this Act.

DELEGATION OF AUTHORITIES

SEC. 13. The President may delegate all or any portion of the authority granted
to him under this Act to such executive agencies (within the meaning of 5 U.S.C.
105) or officers of the United States as he determines appropriate, and may au-
thorize such redelegation as may be appropriate. Except with respect to section
552 of title 5 of the United States Code, any officer or executive agency of the
United States to which authority is delegated or redelegated under this Act
shall be subject only to such procedural requirements respecting the exercise of
such authority as the President would be subject to if such authority were not so
delegated.

Mr. DINGELL. Our first witness this morning will be Dr. James R.
Schlesinger. The Chair notes that we are particularly pleased to have
Dr. Schlesinger present with us this morning and to observe that he
appears here in a rather extraordinary capacity, one which is not the
usual practice of Congress or the Executive. He appears in lieu of the
Administrator of the FEA even though he serves as a Presidential
adviser.

After we have completed the testimony of Dr. Schlesinger, we will
hear from Chairman Dunham of the Federal Power Commission,
and the other witnesses, on the matter before us.
Do any of my colleagues have any comments to make at this time?

Then, the Chair is very pleased to welcome and to recognize my good
friend and distinguished public servant, Dr. James Schlesinger.
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STATEMENT OF JAMES R. SCHLESINGER, PH. D., ASSISTANT TO
THE PRESIDENT

Mr. SCHLESINGER. Thank you very much, Mr. Chairman, for
those generous observations.
Mr. Chairman and members of the subcommittee, I am pleased to

be here today to urge rapid passage of the President's Emergency
Natural Gas Act of 1977. We are most gratified at your quick action
in scheduling this hearing, Mr. Chairman, and I am pleased that both
the President and the Congress share a common sense of urgency in
dealing with the present emergency in natural gas supplies.
We are all painfully aware of the seriousness of the imbalance be-

tween supply and demand in the natural gas market today. The legis-
lation the President has submitted is basically a temporary safety net.
It is the minimum temporary authority needed to maintain the flow
of natural gas into homes and to maintain other essential services.
No temporary bill will solve our long-term energy problems; but
neither should our long-term problems prevent us from responding to
this emergency in a responsible and prudent manner.
This bill will not solve the present shortage. But it is of unquestion-

able value, as the President has stated, in easing the worst impacts of
this shortage by precluding American homes from a cutoff of their
natural gas supplies.
The industrial unemployment problem we face is also extremely

serious, and may worsen if abnormally cold weather continues. This
bill cannot solve that unemployment problem; however, immediate
conservation actions can make a substantial impact. This is why the
President has urged all Americans to turn their thermostats to 65° in
the daytime, and lower at night. If home temperatures were held at
65° instead of 700, we would save about half of the shortfall of gas
expected between this winter and last winter, according to a recent
FEA estimate.

These are dramatic savings. I can only emphasize again the need
for every American physically able to do so to sacrifice a small measure
of comfort to help save a large number of jobs in the coming weeks.
Even with this type of energy frugality, however, more will likely

be needed. The temporary legislation we have proposed must be put
in place now. Because of the weather-sensitive nature of this supply
situation, all of this emergency authority may not ultimately be used,
or additional authority may be needed. However, this legislation is
designed to meet present and future needs through the next few
months, as we can best foresee those needs now.
There are two basic provisions in this legislation.
First, it authorizes the President to reallocate natural gas among

interstate pipeline systems to assure that essential supplies to house-
holds and public health and safety institutions are maintained. This
authority would expire on April 30, 1977.
This allocation authority can be triggered by information about

shortages provided to the President by a State Governor, or brought
to his attention by other sources. Pipelines and distribution companies
which lose gas by allocation will be reimbursed, either in kind or at
an agreed price, by the pipeline or distribution companies which
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receive allocated gas. If a price is not agreed upon, the President is
authorized to decide compensation based on his determination of the
reasonable replacement cost of the gas, plus a fee of not more than
.5 percent. In addition, intrastate pipelines used on an emergency basis
to transport natural gas between interstate pipelines will not become
subject to Natural Gas Act jurisdiction.
The second major provision of this bill permits the President to

authorize emergency sales of intrastate natural gas to the interstate
market through July 31, 1977, at prices that are fair and equitable.
The administration believes these provisions are the minimum

needed at this time.
We cannot depend on a change in the winter weather to bring us

through this period. During November and December, weather
conditions were over 20 percent colder than normal throughout the
Nation. And the National Meteorological Center has predicted that
there will be no immediate break in weather conditions. For the
past several winters, we have lived with the assumption that mild
conditions would enable us to make do with already tight natural
gas supplies. This winter, we have learned that this assumption is
no longer valid.

Colder than normal weather conditions have increased the resi-
dential and commercial space heating requirements for natural gas.
Many natural gas systems, as a result, have already depleted the
storage fields from which they must draw to meet essential human
needs if the cold weather persists. These shortages have affected
pipelines unevenly, but those in the worst situation may not be able
to maintain essential services to households and public health and
safety institutions unless they are able to obtain supplies from other
pipelines.
Most major interstate pipelines servicing the East, Midwest, and

South has less than half their usable working gas remaining in storage
by mid-January. In many cases, the amount of storage on January 15
was less than half of what it was on the same date last winter. We are,
and have been, using the gas that we expected to use in February
and March.
As of yesterday, six major interstate pipelines are curtailing into

priority one of their curtailment plans. Fortunately, none of their
distributors has yet had to cut off supplies to priority one users.
Another 12 are curtailing gas allocated for large commercial and
essential industrial uses needed for plant protection and sustained
employment. Yet, while these dislocations occur, other major pipe-
lines—particularly in the West and upper Midwest—can still serve
all their customers, including industrial customers who have alterna-
tive fuel supplies readily available.
We face a situation of increasing shortages for some pipelines, and

relative plenty for others. And while this happens, homes, small
commercial facilities, and hospitals that cannot convert to alternative
fuels may be in danger of losing the natural gas they need to function.
The natural gas pipelines and the Federal Power Commission are

attempting to cope with this emergency, but both agree that existing
laws may be inadequate to prevent further dislocations in February.
The Federal Government lacks clear and effective authority to al-
locate supplies needed to meet these needs. In addition, surplus gas
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may be available to the intrastate market that would not flow into
interstate commerce under existing law.

This bill is designed to assure that American homes do not go cold
while natural gas continues to be used for lower priority uses. We
believe this must be our first objective, and the allocation authority
in this legislation will help meet this objective.
In addition, however, we face serious economic hardships as a

result of the natural gas supply shortage. Thousands of plants are
already closed as a direct result of natural gas curtailments, affecting
hundreds of thousands of employees.
The allocation provisions of this bill will not affect these economic

hardships. But two actions may. First, the emergency sales provisions
of this bill will hopefully enlarge the supply of gas available for all
interstate systems, thereby offering some limited potential for in-
creasing supply to industry. But second, and more importantly, the
type of immediate conservation measures in the home which I stressed
earlier could save jobs for many Americans.
No one knows what the supply situation will be a week or a month

from now. But we do know that as a Government, we must exercise
every prudent alternative available to us to insure that we minimize
disruptions and suffering. The administration believes that this
legislation is the simplest, most temporary and most expeditious
means of responding to this crisis. We know that you share our con-
cern, just as you have generously shared your cooperation and insights
during the drafting of this legislation.
The administration urges the swiftest possible action, and on behalf

of the President, I would again like to thank you for the speed with
which you have taken up this pressing matter.
Thank you very much.
Mr. DINGELL. Doctor, the committee thanks you for your testimony

and your helpful statement. For the record, will you identify those
with you? The chair has already welcomed Chairman Dunham, but
your associates on your right.
Mr. SCHLESINGER. This is Mr. David Freeman and Mr. Fred Hitz.
Mr. DINGELL. Gentlemen, we welcome you.
Doctor, I assume that is the appendix you wish to have inserted

following your statement.
Mr. SCHLESINGER. Yes, sir.
Mr. DINGELL. Without objection, that will be done.
[The appendix to Mr. Schlesinger's statement follows]

a APPENDIX

CURRENT SITUATION AND ACTIONS TAKEN UNDER EXISTING AUTHORITY

Last November, when the natural gas curtailments situation was addressed
by this Subcommittee, the testimony by the Federal Power Commission and the
Federal Energy Administration suggested that under normal weather conditions,
interstate pipeline curtailments would be about 340-420 Bcf, or about 30 percent,
greater than they were last winter. But it was predicted that there would also be
adequate supplies of alternate fuels to deal with such curtailments which were not
expected to reach residential and small commercial users.
As everyone knows by now, this has not been a normal winter. For November

and December, the weather conditions nationwide were over 20 percent colder
than normal. Certain parts of the country have had the coldest winter in memory.
For instance, the Southeastern section of the country has experienced sustained

conditions of between 40 and 50 percent colder-than-normal weather. The Na-
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tional Meteorological Center has predicted that there will be no break in weather
conditions through January 31, with temperatures in the East and Central regions
of the country still ranging from 8 degrees to 21 degrees colder than normal.
Colder-than-normal weather conditions have increased the residential and com-
mercial space heating requirements for natural gas, causing more rapid drawdowns
from storage and/or greater curtailments by both interstate pipelines and distribu-
tion companies than were anticipated last November.
Even if this had been a normal winter, however, gas would not have been either

abundant or equitably distributed throughout the country. Projections last fall
were that curtailments on the major interstate pipelines would range from a low
of 0 percent to a high of 54 percent of their firm contractural requirements. Five
of the 30 largest pipelines accounted for a full 57 percent of the national total of
projected curtailments.
The unexpectedly cold weather experienced this winter has exacerbated the

problem of maldistribution and has led to the curtailment of more high priority
customers than was anticipated. The current situation, according to the latest
information available to the FPC and FEA, can be summarized as follows:

Curtailments.—On January 25, 1977, four major interstate piepelines were cur-
tailing Priority 1 load—that is, residential and §mall commercial customers.
Another sixteen were curtailing gas allocated for large commercial and essential
industrial uses necessary for plant protection and sustained employment, the
FPC's Priority 2. At the same time, several other major pipelines, mostly in the
West and upper Midwest, were still in a situation where they could serve almost
all their customers, including many industrial customers that had alternative fuel
supplies readily available.

Storage.—The interstate pipelines serving areas where the weather conditions
have been most severe have been forced to draw down storage at alarming rates.
According to information filed with the FPC, a major pipeline serving the South-
east had only about 24 percent of its usable gas storage remaining on January 15,
1977. Most other major interstate pipelines serving the East, Midwest and
Southern areas showed less than half of their usable working gas remaining in
storage by the middle of January. In many cases, the amount of storage remaining
on January 15 was less than half what it was on the same date last winter.
Employment and Other Effects.—FPC surveys indicate that, as of two days

ago, there had been about 5,400 plant closings directly attributable to natural
gas curtailments, affecting about 450,000 employees. Most of these occurred
along the Southern pipeline in the Southeast and in Ohio and Tennessee. About
40,000 children are now unable to attend school in the Southeast, and Governor
Shapp on Wednesday also ordered all of the public schools in Pennsylvania closed
through at least next Monday affecting another 2,600,000 school children in that
state. Schools have also been ordered closed in Ohio and elsewhere.

Alternate Fuels.—Increased natural gas curtailments have led to increased
demand for alternate fuels. The drawdown of stocks of propane and heating
oil, the fuels most directly interchangeable with natural gas, has been substantial
through December and the first part of January in both the East and Midwestern
sections of the United States. Although supplies still appear to be adequate to
meet the increased demand, continuing spot shortages have occurred as a result
of distribution problems. For example, propane is abundant in the Gulf Coast,
where most of it is produced and stored, but inventories at terminals on the
East Coast are at minimum working levels because existing propane distribution
systems are not adequate to meet the unusual demand. Similarly, some spot
shortages of heating oil, and particularly kerosene, have developed in some of the
Northern Tier states because distribution systems to transport it from other
regions either do not exist or have been rendered inoperative by the weather.
The government has not been unresponsive to these problems. As many of

you know, since President Carter took office last week, ray staff and that of the
Federal Energy Administration have been working to try to cope with the
emergency. The following actions have been taken—
For example, the Federal Energy Administration, at the direction of the

President, has taken certain actions to help alleviate the situation with regard
to alternative fuels, over many of which it has allocation and price control
authority. Those actions include:

Issuing emergency rules allowing it to increase the volumes of propane that
can be allocated away from non-essential industrial uses and to gas utilities that
need it to supplement their natural gas supplies.

Issuing an emergency rule and orders requiring certain refiners in the Northern
tier States to reduce their output of kerosene-based jet fuel, which is now in abun-
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I

dant supply, to produce more No. 1 heating oil, or kerosene, which as I noted is
in short supply in some areas.

Proposing rules to allow it to order refiners to produce more of other refined
products, such as propane and No. 2 heating oil, if further shortages of these
products develop.

Proposing a rule to give temporary entitlements relief for imported heating
oil, which, if adopted, may increase the supply of heating oil available to the
Northeast and stabilize rising fuel oil prices.

Coordinating and improving the collection of information to keep on top of
shortages as they develop. A week ago we knew little more than what we read
in the newspaper. Now the FEA is pulling together all current information within
the government on both natural gas and alternate fuels and providing that
information to me in a daily situation report.

Manning a communications network involving FEA's regional offices, the state
energy offices in the impacted areas and area fuel suppliers, so that decision
makers are alerted to potential problems and government personnel can help
fuel users to line up supplies.

Also, at our urging, the ICC last Friday issued orders that will allow intra-
state tank trucks to move in interstate commerce during the period of the emer-
gency and will require railroads to give priority treatment to fuel shipments.
These actions should help improve significantly the distribution of propane.

Finally, and most important, the President has personally appealed to the
American people to conserve natural gas and alternative fuels as much as possible
by dialing down their thermostats to 65°. He set the proper example by ordering
such action in all government buildings as of last weekend. Many Governors
and other State and local officials have reinforced that appeal. If the people will
do it, and we are hopeful that they will, it will be possible to reduce the dimen-
sions of the problem by about half. We will make every effort to continue to get
across the message that conservation today will help prevent cold homes and
idle factories tomorrow.

Mr. DINGELL. The Chair observes that we are proceeding at good
speed. We will try to recognize our colleagues for questions at this
time. The Chair hopes that questions will be in order that we may
process the legislation expeditiously.
The Chair recognizes the gentleman from Colorado, Mr. Wirth.
Mr. WIRTH. Thank you, Mr. Chairman, and thank, you.,

Dr. Schlesinger. As one member of the ad hoc subcommittee, I sup-
port this and will do all I can to move this along. I was hoping you
would be able to put this proposal in some context relating to, first,
long-term natural gas strategies that are being considered by the
administration; and, second, conservation.
In your statement, you made very welcome reference to the need

for conservation, something that a number of us on this subcommittee
have been pushing for a long time. My question would be related to
how this proposal may fit with a broader strategy being considered
or, if that is not yet in line, what kind of time-frame you may have
for putting together a proposal on long-term natural gas strategies
and a broad conservation package?
Mr. SCHLESINGER. Mr. Wirth the bill has been drawn with great

care to thread its way among various points of view on the Hill and
in the country. It carefully achieves neutrality with regard to intra-
state versus interstate issues.

It achieves neutrality, we hope, with regard to sectional interests.
It avoids the question of deregulation or regulation which has, as you
well know, provoked considerable controversy.
Our purpose here is to get the legislation quickly so that we are

able to keep homes warm and, therefore, we have avoided the longer-
term issues which must be addressed and will be addressed in the

85-719-77-2



z

12

course of the development of the President's comprehensive energy
plan which is due 90 days after he took office, that is, by April 20.
The issues that will be addressed, of course, include deregulation

in the natural gas market. We recognize that over a period of years,
we have become accustomed to using natural gas, which is in relatively
short supply, as boiler fuel and that this is a wasteful use of a product
which is more appropriately used for other purposes.
Those are the kinds of considerations that will be involved in longer-

term policy, but I would hesitate to put that policy in firm context
today. We want to generate immediate action, not generate immediate
debate.
On the conservation side, we have no alternative but to move

swiftly toward very vigorous conservation efforts. We are beginning
to run shy on oil and gas. We are clearly doing so domestically. The
rate of consumption of gas and oil puts us in immediate jeopardy
with regard to dependence on foreign sources of supply.
We are importing about 10 million barrels a day during this cold

spell. This puts us in a position of increased dependence, rather than
reduced dependence, on foreign sources of supply.
For the short-run and long-run, we have no alternative but to get

serious as a Nation with regard to conservation. We have had much
discussion of conservation but we must take firm and prompt action
in that regard.
Mr. WIRTH. Thank you, Mr. Chairman. I am glad that we have

90 days to gird our loins for the debate over natural gas. Let me
assure you, Dr. Schlesinger, that there are a great majority of members
of this subcommittee who are very concerned about energy conserva-
tion and will be supportive of a major conservation package.
Mr. SCHLESINGER. Thank you very much.
Mr. DINGELL. The Chair recognizes the gentleman from Ohio,

Mr. Brown.
Mr. BROWN. Thank you, Mr. Chairman. Mr. Schlesinger, in Jan-

uary of 1975, in the then President's omnibus energy bill, there is a
proposal that enbraced the deregulation of natural gas. The Congress
failed to mark up that proposal. In November 1975, 180 day standby
emergency purchases, very similar to the one now being proposed,
as I recall, because that bill was introduced by members on my side
of this committee, were also proposed.

Although Congress did have hearings and markup on that, we failed
to vote on it. In December 1976, a letter from Mr. Zarb, then the
Administrator of the Federal Energy Administration, was sent to
the Speaker, but I think it was not answered, urging the 180-day
legislation and some action on deregulation of natural gas.
Your testimony says that for the past several winters, we have

lived with the assumption that mild conditions would enable us to
make do with already tight natural gas supplies. The tight natural
gas supplies began in 1970, the first year that the Federal Power
Commission was obliged to reduce, or to permit, the reduction of
delivery by major companies, and that has gotten worse each year
since then. At what point do you think we should have acted in the
past in order to have prevented this problem now?
Mr. SCHLESINGER. I think that the problem of natural gas has

been dramatically exacerbated by the cold weather of this year, which
was far colder than could have been predicted. That has merely
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intensified a chronic situation which has been growing for at least the
last 5 or 6 years and was forecast by some because of the very tight
control on natural gas prices for the interstate market that prevailed
earlier.
Mr. BROWN. I think the President agrees with you because a letter

which has been widely circulated is quoted as saying this: "First,
I will work with the Congress as the Ford administration has been
unable to do"—I think that is fairly obvious from the comment I
just made.
The Congress was unable to work with the Ford administration

because they were recommending what you are now recommending
2 years ago—
To deregulate new natural gas, decontrol of producers' prices for new natural

gas would provide an incentive for new exploration and would help our Nation's

oil and gas operators attract needed capital. Deregulation of new gas would en-
courage sales in the interstate market and help lessen the prospect of shortages in
the nonproducing States which rely on interstate supplies.

While encouraging new production, this proposal will protect the consumer
against sudden sharp increases in the average price of natural gas.

That letter was written to Governor Boren on the 19th of October
1976. When do you think the President will present this proposal
formally to us here in the Congress so that we can act on it?
Mr. SCHLESINGER. Congressman Brown, the legislation includes

allocation authority which is novel, but is required under these
circumstances. The sales feature is not novel. It is for a longer
period of time, of course, than FPC authorized sales have gone on in
the past.
With regard to the regulation-deregulation issue, we will have our

proposals to the Hill by 90 days after the President took office. Im-
mediate deregulation will have no effect on the present crisis.
Mr. BROWN. Would it have an effect on a crisis that might occur

next year if we have a normal winter, rather than an excessively cold
winter?
Mr. SCHLESINGER. It is conceivable that it might affect the alloca-

tion of gas between intrastate and interstate pipelines but it is not a
long enough period to develop new sources of supply, new pools, new
inventories.
So that the immediate effect would be to draw gas that might other-

wise not come out of existing pools or might bring about a reallocation
intrastate-interstate.
Mr. BROWN. Finally, one last question in the interest of leaving

time for my colleagues to ask questions. In my part of the country, a
part of the country in which you have an interest, we now have both
schools and industries closed down tight. Should this legislation have
in it a provision which would equalize the devastating economic impact

a among various parts of the country, of having all workers out of jobs
in a particular area, all schools closed in a particular area, which, of
course, has certain implications on tax costs for those people who live
in that area, so that one area of the country does not have industries
and schools operating full tilt while another area of the country does
not have schools and industries operating at all?
The following comment is that if our area is closed down tight, it

won't be very long before some of those other industries are impacted
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because we make some things that they need. Could you respond to
that?
Mr. SCHLESINGER. Yes, sir. You have addressed one of the difficult

and perplexing aspects of this problem. This legislation is drawn to do
something that we know we can do and for immediate passage by the
Congress. If we were to attempt to reallocate gas supplies for industry,
the result, I believe, would be protracted debate on the Hill.
We also are not in a good position to allocate gas supplies to indus-

try. The FPC deals only with gas pipelines in terms of priority users.
We are dealing with gas pipelines. We are not dealing with end-use
users. Consequently, our ability to allocate is minimal and it would
take some time before such a system could be set up.

If the Congress wishes to add such a provision, we would, of course
accept it. But we cannot endorse it at this time.
Mr. DINGELL. The time of the gentleman has expired.
The Chair recognizes the gentleman from Indiana, Mr. Sharp.
Mr. SHARP. Thank you, Mr. Chairman.
My original question was similar to that of Mr. Brown as to why

we could not expand the allocation authority so that we could help
to do something about the unemployment problem, assuming that
in some parts of the country there are uses of gas of very low priority
where alternate fuels could be employed.

If I understand correctly, there is both the political difficulty of
getting a decision out of Congress and the practical difficulty of setting
up a system to actually make a whole series of decisions regarding
choices between end users.
I might tell you that it is of deep concern to me and I think we

ought to do everything we can to find a way in which we could allocate
to industries who need gas to operate but I can understand that might
not be something that could be instituted in 1 week or 2 days and
that may be the situation that we are faced with.
Mr. SCHLESINGER. You will have a chance to ask the Chairman of

the FPC shortly as to his existing capabilities.
Mr. SHARP. You hold out the second possibility both through

conservation, which is of critical importance, and also through
emergency purchases of gas, that we might be able to bring some gas
into those areas where there is unemployment. I wonder if you could
give us any indication as to the expectation that gas would be available
so that it could be purchased; and, second, do I understand from the
legislation that the conditions of those purchases are yet to be set by
the President?
In other words, we are essentially granting him the authority to

set the conditions under which that system of emergency purchases
will be made.
Mr. SCHLESINGER. No action that we can take will do other than

to mitigate the supply situation. The present situation is almost
entirely dependent upon the temperature. The FPC, right now, has
60-day sales in process, so that the augmentation by authorizing until
July 31, is not immediately obvious.

If the American public will cooperate in conservation efforts, we
can indeed mitigate the effect on industrial employment. This, may I
say in passing, would require the cooperation of certain municipalities,
cities, that presently have statutes requiring the maintenance of 700
temperature. I would hope that those could be waived in this period.

•
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The President will not set all the conditions, we believe, in advance
of sale. We want to test this market. We want to elicit a flow of gas
from the intrastate market and if all the conditions are set in advance,
they may inhibit that flow of gas.
Mr. SHARP. SO, you anticipate, in essence, a free market on any

extra gas that might be purchased, but the gas that is flowing now in
the interstate market would, of course, remain under control.
Mr. SCHLESINGER. No, I think we would set boundaries to the rise

in price, but it cannot be specified in advance until we see how the
market reacts. It would not be a completely free market. That is the
purpose of fair and equitable powers for the President.
Mr. SHARP. One further followup on the natural gas. If there is any

evidence—and this is perhaps a question for the Chairman of the
FPC—that there are, in fact, intrastate producers who are unwilling
to cooperate on a 60-day emergency sale because of fear there may
not be—if you advance a sale one more time for 60 days and what-
not—there might not be a legitimate way for the FPC to function
that way and, therefore, might be caught in a regulatory web? Is there
any evidence we may not be able to get gas through the 60-day
procedure and, therefore, there might be some 
Mr. SCHLESINGER. I think this provides a greater time period for

planning purposes in order to move this gas.
It is the allocation authority that provides the relief for the inter-

state pipelines who are unable to enter into a voluntary sharing
arrangement because of fear of suits from customers for breach of
contract or from fear of possible antitrust prosecution.
It is that feature, I think, that helps in the sharing arrangement.

On the intrastate side, the principal new feature is the provision of
intrastate passage of interstate gas without change in jurisdiction.
Mr. SHARP. Thank you, Mr. Chairman.
Mr. DINGELL. The time of the gentleman has expired.
The Chair recognizes the gentleman from North Carolina, Mr.

Broyhill.
Mr. BROYHILL. Thank you, Mr. Chairman.
I welcome Dr. Schlesinger to the committee. Much like these other

members, I am somewhat concerned that perhaps this bill does not
go far enough. I understand you fairly state that the purpose of this
bill is to provide some minimum temporary authority to maintain
the flow of natural gas to residences and to small commercial users.
In North Carolina, in the market there, it is unlike many other

States, most of the gas being consumed there is for industrial and
commercial purposes, in other words, to provide jobs.
In North Carolina, the distributing companies and the pipelines

there have cut off all firm industrial and large commercial users for
some time. We have had no gas flowing from the distributing com-
panies and the pipelines controlled by the pipeline and distributing
companies going for that purpose for quite some time.
In fact, the utilities commission has issued an order 

just
recently, 

a
35-percent reduction in usage by small commercial customers 
recently, so, we do have a bad situation there.
I would personally favor some authority or some amendments to

give you authority to allocate gas for the maintenance of jobs because
this is important in this time when we are trying to come up with ways
in our Budget Committee for stimulus to the economy.
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I wonder if you have any comments on that? I know I am repeating
here with some of the questions that have been asked already, but I
just want to underscore what some of us do feel is of prime importance.
Mr. SCHLESINGER. It is of great importance, Congressman Broyhill.

We are not resisting such authority. We are not asking for it, however,
because we need immediate passage of this bill. Within a few weeks or
even a few days, we are likely to find homes in the United States cut
off from gas. We have used the gas, as I indicated earlier, which we had
been planning to use in February and March. So, we need immediate
action.
We have been concerned that a request for broader authority,

which will raise the issue of taking away from industry in State X
to give to State Y might lead to protracted discussion in the Congress
and, therefore, we have not asked for any such authority.
Mr. BROYHILL. Can I ask your legal interpretation of how far this

act goes? I asked the counsel of the committee yesterday. They in-
'dicated that it was not their legal interpretation that this bill would
cover or the intent of the bill was not to cover so-called 533 gas;
533 gas is that gas which has been purchased by consumers for their
own use and, of course, that kind of gas is not subject to the Federal
Power Act and it is usually referred to as 533 gas because it is subject
to FPC order No. 533.
In other words, our committee counsel indicated it was not the

intent of this bill to give you authority or to expose that gas to
reallocation.
Mr. SCHLESINGER. That is correct.
Mr. BROYHILL. I wanted to be sure that that was the intent.
Mr. SCHLESINGER. That is correct, Congressman Broyhill.
Mr. BROYHILL. I have one other question, and this may be some-

what more controversial.
I have been concerned that perhaps there are not enough guide-

lines in this bill to give some congressional intent and direction as to
how you would carry out this allocation authority. It had been my
purpose to offer an amendment that would tend to spell this out.

Briefly, it would go like this: That your order, first, would be limited
to the natural gas which would be expected to be burned as boiler
fuel in those pipelines, interstate pipelines, or distributing companies.

If no more fuel gas is available on any of these interstate pipelines,
then the President could order the diversion of gas that would be
going for priority No. 3 and then if all gas in priority No. 3 has been
diverted, then the President can order the diversion of priority gas
No. 2.
I wonder if you would give your comment as to a plan to this kind

for the orderly diversion of gas that might be available?
Mr. SCHLESINGER. It will be the judgment of the Congress with

regard to the specific powers given to the President. We intend. to
follow such orderly procedures as you have indicated in diverting
gas from lower priority users and those pipelines still serving such
uses where the supplies are relatively abundant to those that are
beginning to cut in or threaten to cut into priority 1 users.
It would be my immediate reaction, since we are intending to follow

such procedures, that if the Congress includes in the law those pro-
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cedures in a rigorous way that it might tie our hands in circumstances
that it would not be the desire of the Congress to do.
Mr. BROYHILL. Would you say that it is your intent to divert that

gas that would ordinarily be burned as boiler fuel as your first order
of diversion?
Mr. SCHLESINGER. That would seem to be the appropriate thing to

do. I would put it in a more general way, that throughout the East,
we are down to priority two users at most, overall. In some places, in.
the West, priorities three, four, five and even higher, are being ob-
served by interstate pipelines.
So, quite naturally, the conclusion to be drawn is one that we need

not spell out.
Mr. BROYHILL. Thank you very much.
Mr. SHARP [presiding]. The chair recognizes the gentleman from

Texas, Mr. Krueger, for 5 minutes.
MT. KRUEGER. Thank you, Mr. Chairman.
Dr. Schlesinger, we are very pleased to have you here today. It is,•

I suppose, always difficult to look back to prior prophesies. A year ago
some of us felt that there was a natural gas crisis in the making. We
were told at that time by one member of this subcommittee, and I
quote, "The fact is that the gas shortage has been overstated dramati-
cally by deregulation advocates." Again I quote from only a year ago:
"The emergency situation so touted by the gas industry has evaporated
and there seems to be no reason for emergency action. The emergency
of this matter has been overstated in an attempt to frighten the
Congress in an immediate precipitous action."
I am quoting from two members of the subcommittee whom I shall

not name. I wonder, are you trying to frighten us into immediate and
precipitous action, Dr. Schlesinger, or is there an emergency situation?
Mr. SCHLESINGER. I am trying to urge you into immediate, pru-

dent, and responsible action. Given the circumstances, if we fail to
take action that would be a precipitous decision. I am not attempting
to frighten you. I think the situation speaks for itself. The headlines
are in the local papers—and we have not been much affected—and
throughout the East, in Ohio, Tennessee, Georgia, Pennsylvania, West
Virginia. I do not need to augment those comments.
I think that the full seriousness of the situation has not as yet fully

sunk in.
Mr. KRUEGER. Thank you, Dr. Schlesinger, for that confirmation

devoutly to be wished. Let me address myself first to some of the news
a. reports and in fact to some of the implications of the testimony. I

think there are some people who feel that as a result of passage of
this legislation we might put more people back to work.
Now perhaps I misunderstand the legislation, but it is my reading

of it that this legislation will not get more gas to industry but rather
it will do the opposite. It will take gas from industry because there
are such shortages in the residential areas that those priorities must
be met and that this legislation, if passed, will not get any gas what-
ever to industries to keep them open. Is that correct?
Mr. SCHLESINGER. That depends in part on the temperature. The

sales feature probably will increase the flow of gas to industries in
the interstate system. It may not do so rapidly but it will increase
somewhat. Consequently that must be offset against the diversion of
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industrial gas to residential users which will depend upon the
temperature.
But your general characterization of the bill is correct. We are

attempting to prevent American homes from going cold. To save jobs
we must moderate temperatures without going to the point that
homes are cut off from natural gas.
Mr. KRUEGER. In redirecting some of the gas from one current

user to another, I do not find in the bill any section that would grant
compensation to those users from whom the gas is taken and who
might then have to substitute with much more expensive fuels.
I do see in the legislation something about compensating for the

replacement cost of gas. If, for example, one industry or small busi-
ness is shut off from its gas so that this gas can be directed to someone
else, and if that person should, for example, need to replace it with
No. 2 residual fuel oil or some other more expensive source of energy,
are there any plans to deal with the recompense to the person who
loses the gas and must give it up?
I understand there is something for the pipelines themselves but

I am talking about the actual users of the gas. Is there any plan in
the administration to try to address the needs of these people who
suddenly face much higher costs because the gas they would normally
have received is instead going somewhere else?
Mr. SCHLESINGER. You are correct in your assessment. There is no

such feature in this bill save your reference to small commercial
establishments that would be protected if they used less than 50 Mcf
per day, as I recall it. This is the very nature of an allocation scheme.
If we are allocating away from particular users because they are
judged to be of lower priority, then we are limiting ourselves to that
kind of allocation. If I may draw an analogy, if we were to deregulate)
the market we would not under those circumstances attempt to pro-
vide compensation for those who would then have to pay higher
gas prices.
Mr. KRUEGER. I am not certain of the analogy but I think I under-

stand the thrust.
I have one other question, Dr. Schlesinger, and that is I think this

morning that I heard you refer to an allocation of intrastate gas but
I find nothing in the bill that gives the President any power what-
soever to allocate intrastate gas. I should like to have that clarified.
Mr. SCHLESINGER. That is correct. I may have wandered over to

"interstate" as "intrastate" in the reading of the testimony.
Mr. KRUEGER. Thank you, Mr. Chairman.
Mr. DINGELL. The time of the gentleman has expired. The Chair

recognizes Mr. Devine for questions. He is an ex officio member of
the ad hoc subcommittee.
Mr. DEVINE. Thank you, Mr. Chairman.
Dr. Schlesinger, I am very comfortable knowing that you are

attached to the current administration to help us face this crisis. I
guess it really does not do any good to say, "I told you so," and the
chickens have really come home to roost.
You know some of our members and others that have been wringing

their hands and gnashing their teeth are some of the same persons
who opposed deregulation legislation. You know, last year, Dr. Schles-
inger, the Senate enacted deregulation of natural gas. It came to the

•



19

House and ultimately on February 5, last year, the House defeated
it by a vote of 205 to 201.
We all recognize the controversial nature. If that passed 11 months

ago we would not find ourselves in the bind we do today. As you
know, having Ohio connections, our Governor Jim Rhodes declared
an emergency situation under the statute there and yesterday declared
a crisis which is a step further, recognizing the critical problem.
I checked with the central Ohio area that I represent at 9:15 this

morning and Columbia Gas just put out an urgent request for all
commercial users to shut off by noon today. That relates to 68,000
businesses and industries in the central Ohio area.
We have a 56-county area where all the schools are shut down. We

find ourselves in a situation that we are trying to address. I would
like to assure you and Members of the other side of the aisle that
there will be no obstructionism from those of us in the minority. We
recognize the crisis. We will cooperate with the administration.
I think that this bill will emerge from this committee on Monday

a and will probably come up under suspension of the rules on Tuesday
and will probably pass, but I don't believe it will solve the problem.
I don't think it will give us 1 more cubic foot of natural gas.

Yesterday the majority leader, Mr. Wright of Texas, said this:
This is not intended as a long-range solution. It will not do anything to make

for more natural gas being produced. All it would do would be to make it possible
for us to use those limited supplies that we now have, to distribute them more
efficiently and more equitably so as to see that no real suffering occurs.

Would you, Dr. Schlesinger, agree that this bill will not produce
any more natural gas and will do nothing but reallocate the shortage?
Mr. SCHLESINGER. That is essentially correct. We are hoping that

more natural gas will be elicited into the interstate market from the
intrastate market, particularly if temperatures improve in the South,
through the emergency sales provision.
We are dealing basically with a fixed supply of gas. We are at-

tempting to alleviate the problem and this will not solve it.
Mr. DEVINE. I understand that Columbia can arrange a purchase

of about 600 million to 700 million cubic feet of liquefied natural gas
from Alaska but the domestic tankers to transport the gas as required
under the Jones Act are not available, but if an exemption were made
by the Secretary of the Treasury, that LNG could be transported
on foreign vessels. Are you aware of this situation, and is action
imminent in the Department of the Treasury or in the administration
that will help in this situation?
Mr. SCHLESINGER. We are reviewing that situation, Congressman.

We will come to a conclusion rapidly. I think your point is well taken.
Mr. DEVINE. Fine. One other thing, Dr. Schlesinger. I understand

that the Columbia Gas system sought out through much effort and
incentive additional natural gas through Canada and made a buy,
and after they had the buy there has been some movement on the
part of the Federal Power Commission to take away from Columbia
at least a portion of that gas and reallocate it elsewhere. Are you aware
of that particular situation?
Mr. SCHLESINGER. I am aware of that situation. It is a proceeding

pending before the FPC. I am not sure that it would be appropriate
for me to comment on that save to the extent that I am sure the FPC
is attempting to balance the requirements of one pipeline as against
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another pipeline and that Southern has been in dreadful shape, even
worse than the pipelines in Ohio.
Mr. DEVINE. I understand you can't superimpose your judgment

or make recommendations to the Federal Power Commission in this
type of instance but I would think if that type of conduct does occur
it will kill any incentive to seek out new sources, if it will be taken
away.
Do you think the President under this legislation would have

anything to do with the reallocation under those circumstances?
Mr. SCHLESINGER. What we are attempting to do is to remove gas

from those areas where supplies are relatively abundant to those
where supplies are relatively less abundant. It would be those with
relatively less abundant supplies that would be seeking new gas.
Mr. DEVINE. Thank you.
Mr. DINGELL. The Chair recognizes the gentleman from Connecti-

cut, Mr. Moffett.
Mr. MOFFETT. Thank you, Mr. Chairman.
There is certainly not enough time to ask all the questions we would

like to ask. I hope we will have other opportunities informally or
otherwise, Mr. Schlesinger. I know you will make that possible.
I have two sets of questions, one that stems more or less from my

role as a national legislator and the other set which regards New
England and Connecticut.

Without going into a lot of the national questions I might editorial-
ize and say that the notion that those of us who have opposed de-
regulation have not embraced the importance of the crisis is incorrect.
What we have seen as a crisis is the fact that the Government has
had very little information. There has been no lack of money made by
the major oil companies which control natural gas.
The FPC has allowed a 30-percent increase annually, an increase

which should have provided plenty of incentive for production. It,
is obvious to anyone, both the proponents and opponents of de-
regulation, that the two-track system is really what is creating the
problem.
We have to deal with that and we have a definite proposal to do

that. In the meantime we want this plan to work but we have some
questions about whether it will work. We admire your aggressiveness
in defending it and hope that we will have a chance to help shape
it by amendment or otherwise.
That leads me to the parochial question. Section 4(f) (2) (A) is the

section that discusses the President's calculation of the amount of
compensation where natural gas is taken away from a certain area.
How do you read that section? It seems to me it can be read in one
of two ways. I would like to think that it is being read in the following
way, that if New England companies, for example, lose gas they will
be compensated at the price that they would have to pay for re-
placement; in other words, synthetic, LNG, SNG. Does a strict
interpretation of this section, "based upon reasonable replacement
cost of such gas," mean of such gas or of replacement, synthetics?
Mr. SCHLESINGER. The emphasis is on the replacement.
Mr. MOFFETT. That is very good. I am glad to know that.
Now with regard to section 6(A) on page 9 of your bill, would it

be helpful where we say, "The President may authorize any interstate
pipeline or local distribution company," and so on, "to contract,
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upon such terms and conditions as the President determines to be
appropriate"—what if we said, "At reasonable prices, that is, the
average price during a particular period, let us say December 1976, of
new gas and that the President may increase that amount up to
30 percent?
I am afraid, as you would guess, that the price will to to $20 or $25,

for example. What is to prevent that?
Mr. SCHLESINGER. I think it is the intent of the legislation to avoid

any precipitate rise in price. One can determine one's own estimate of
reasonableness. We desire to have a little bit of flexibility here
because until the market has been tested we do not know-what flow
of gas may be forth-coming at what prices.
Mr. ECKHARDT. Would the gentleman yield?
Mr. MOFFETT. I will be happy to yield to the gentleman from

Texas.
Mr. ECKHARDT. On that point, as the language is now written it

could conceivably result in a rollback and furthermore there is no
anchor of price provided.
Now I am not saying, Mr Secretary, that there should not be

flexibility, as Mr. Moffett mentioned, say 30 percent flexibility, maybe
more. But if we are to get any gas under section 6 we are going to
have to have some degree of predictability as to price.
It would seem to me that it would be only reasonable to provide

some anchor with a degree of flexibility in that area. Do you see
anything wrong with that?
Mr. SCHLESINGER. It is not the intention, of course, to go on the

downside although the legislation might be interpreted that way.
We think that this general statement is adequate. If you would
prefer to include an anchor, we could readily live with it. We would
want to have that flexibility, however.
Mr. ECKHARDT. I thank the gentleman from Connecticut for

yielding.
Mr. MOFFETT. Mr. Schlesinger, again a regional question. I think

I can safely say our region wants to be helpful, we have asked for
help enough times to know what it is like. If you divert gas away from
areas without regard to the unemployment rate in that area aside
from this present crisis, I think it would be unfortunate.

Is there anything that requires the President to take a look at the
relative unemployment rate in a particular area before diverting gas
away and attempting to divert gas from one area to another area
that would have a lower rate of unemployment?
Mr. SCHLESINGER. There is no such requirement in the legislation

but I think you will recognize a high correlation between gas deficit
areas and unemployment so that 
Mr. MOFFETT. That is not necessarily true, is it, in the case of

New England? We are not identified as a crisis area in this problem
time but we have tremendously high unemployment. Do you see what
I mean?
Mr. SCHLESINGER. Yes, indeed. I think that would certainly be

taken into consideration and that certainly is the thrust of my remarks.
Mr. MOFFETT. Thank you very much.
Mr. DINGELL. The Chair recognizes the gentleman from Cali-

fornia, a member of the ad hoc subcommittee.
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Mr. MOORHEAD. Dr. Schlesinger, most of us that come from areas
that are extremely dependent on natural gas, as we are in southern
California, realize that if we don't have that everything stops, whereas
many parts of the country are able to go on with other forms of fuel.
So, when we consider this type of legislation we are most concerned
that wherever possible you stimulate additional natural gas into the
interstate system by additional moneys being available for the pur-
chase of that gas and allowing higher prices to be paid. I would hope
that you would do that where possible.

If gas wiauld come into the interstate system by allowance of addi-
tional money through deregulation, it would be much less painful
to many parts of the country, I am sure, probably to the consumers
throughout the country. I would hope you would be planning on fol-
lowing that course of action.
Mr. SCHLESINGER. Yes, sir, we are planning to do so. That is the

purpose of the sales provision and that is why we want to have some
flexibility with regard to price, as I indicated in response to Congress-
man Moffett's query.
Mr. MOORHEAD. Many of the gas companies across America,

realizing the problems that many portions of the country are having,
are voluntarily transferring gas that they have under contract to
other companies that are in the needy areas. They are doing it even
now before this legislation is passed. I would certainly hope that in the
allocations program those transfers would be taken into consideration,
the voluntary capability of some of these companies to do the things
that you want to do through legislation, without being forced to do
it. They should not be additionally punished if they are willing vol-
untarily to do so.
Mr. SCHLESINGER. That is our intention. It may not even be

necessary directly to allocate gas. What the allocation authority
does is to provide the opportunity for voluntary sharing by the
pipelines. We would certainly wish to encourage voluntarism among
the pipelines as opposed to mandating movements of gas.
Mr. MOORHEAD. Dr. Schlesinger, if gas is taken from a given com-

pany or a given area during this extreme shortage, gas that perhaps
is under contract, would, at some later date when there is more
availability of gas, these same companies or these same areas receive
back the quota that was taken from them?
Mr. SCHLESINGER. It is the intention to see that the replacement

coast of the gas is provided to the company and 5 percent above that
and of course it is intended that the gas indeed be replaced.
Mr. MOORHEAD. In setting up any program of allocation I assume

that you would not only consider the cold in the area and the im-
mediate emergency but you would consider the total overall need of
a section of the country in the adoption of the program you do adopt
so that it causes the least amount of disruption necessary?
Mr. SCHLESINGER. That is our intention, Congressman.
Mr. MOORHEAD. As I understand it, when you bring out your

energy plan in the near future you would hope to have at least in
that plan a method to avoid this kind of crisis for the future so that
perhaps we can stimulate as much as possible by voluntary action
the production of enough gas in our country to meet the needs for
the future?

•
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Mr. SCHLESINGER, We cannot offer complete assurance against
acts of God, temperatures that are 200 below normal, but we should
certainly be better hedged against such possibilities. We have become
unduly dependent with more claimants against existing gas stocks
in each year.
We must get the supply and demand for this product in normal

years in much better relationship one to another. That will be the
intent of such legislation.
Mr. MOORHEAD. I can assure you, Dr. Schlesinger, that most of us

on this committee are most anxious to work for you and with you in
defending an energy plan that will meet the future needs of our
country and not just a bandaid at this time. We know you are placed
in an unusual position. We do not want to work in this way in the
future.
We do want our energy plan such that our country can be saved

from this kind of crisis wherever possible. I hope that the President
and you come up with a plan that will be far reaching and will take
care of some of the needs that our previous President tried to get
this committee to consider and we refused to accept.
Mr. SCHLESINGER. I think you will find the plan sufficiently far

reaching for anybody's taste.
Mr. MOORHEAD. I yield to the gentleman from Louisiana.
Mr. MOORE. Under section 4(2)(1)(B) 
Mr. DINGELL. The Chair announces the time of the gentleman

has expired. The Chair will permit the gentleman to finish his question.
Mr. MOORE, I thank the chairman.
Under the allocation section of the bill which requires intrastate

pipelines to connect with interstate pipelines to reallocate, has there
been a study done to show how many available intrastate pipelines
there are and are they really needed? Is this power really needed?
Cannot the interstate pipelines handle the reallocated gas without
going into the intrastate pipeline system?
Mr. SCHLESINGER. The introduction of the intrastate pipelines

into the capacity for serving the interstate system I think is an enor-
mous convenience. Without such a provision we would be less able
to move gas from the areas of availability to the areas of need.
The provision is directed to leave the status quo in a legal sense

unaffected, not to affect any jurisdictions, but simply to have the
ability to draw on those intrastate pipelines for transmission purposes
during this emergency.
Mr. MOORE. If that pipeline is currently operating at full capacity

delivering to the intrastate users this power would not affect that?
Mr. SCHLESINGER. That is correct; it would not be used.
Mr. MOORE. Thank you.
Mr. DINGELL. The time of the gentleman has expired. The Chair

has one question. Has any decision been made, Dr. Schlesinger, with
regard to delegation of authority by the President as to who will
exercise these extraordinary powers and who will administer the
statute?
Mr. SCHLESINGER. That decision has not yet been made by the

President. We will wait until we receive, hopefully we receive a bill. I
think one must recognize that the Federal Power Commission does
have most of the assets in this regard and the best knowledge of the
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gas lines and one obvious candidate for being delegated this responsi-
bility sits to my left, the Chairman of the FPC.
Mr. DINGELL. The Chair thanks the gentleman.
The Chair will recognize now the distinguished Chairman of the

Federal Power Commission. The Chair observes for the benefit of
himself and for his colleagues that I am sure, Chairman Dunham,
you will keep carefully in mind the problems that exist with regard to
the Pillsbury decision. I want it to be very plain that it is neither the
intent of the committee or of yourself to dictate the policies of a
quasi-judicial character or in any fashion to transgress the Pillsbury
decision. It is the full expectation of the Chair that you will conform
yourself to the requirements that exist under that decision.
Mr. MOORE. Mr. Chairman, as a member of the full committee

and not a member of this ad hoc committee, may I be given time to
question Dr. Schlesinger further?
Mr. DINGELL. The Chair will try to see to it that all members

receive time. We have craftily set a limitation on the amount of time
to question all witnesses. The Chair will try to allow members of the
full committee an opportunity to be heard and question.
At this particular time the Chair regrets to advise the gentleman

that is not possible.
Mr. BROWN. Could I ask, to clarify the point, would it be possible

for members of the full committee to submit questions or other mem-
bers to submit questions through members of the subcommittee
either for immediate questioning or in writing to the witnesses so that
we can get a prompt response because some of the questions are legal
questions that we would like to get answers to. Do you think that
would be appropriate?
Mr. DINGELL. The suggestion of the gentleman from Ohio is an

excellent one. He has mentioned this to the Chair. The Chair indicates
that if any member has questions he desires to have answered that it
will be the intention of the Chair to see to it that those questions are
submitted to the Chair, that they will be submitted to Dr. Schlesinger
and/or such other witnesses as may be appropriate.
I am sure we will receive the necessary cooperation in achieving

responses for my colleagues.
The Chair wishes the gentleman from Louisiana to know it is not

the intention of the Chair to deny members of this committee nor of
the full committee a full opportunity to participate. We function under
drastically curtailed time limits.

If the gentleman from Louisiana has a wish to have questions
answered or any other member wishes that, they may submit those
questions to the Chair and the Chair will see to it that that will be done.
Mr. MOORE. I thank the chairman. I will do so today,
Mr. DINGELL. Dr. Schlesinger, I failed to say we will excuse you at

this time.
Mr. SCHLESINGER. Thank you very much, Mr. Chairman.
Mr. DINGELL. The Chair does indicate, Doctor, it is our intention to.

proceed most expeditiously toward consideration of this bill and to not,
allow procedures or other questions to delay the fair and adequate
consideration of the matter before us.
Chairman Dunham, we note you have associates of yours from the

Commission with you. I think it would be entirely proper if they were
to join you at the table.
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I notice that Commissioners HoHoman, Watt, and Smith are here
with you. Gentlemen, we are honored that you will be with us. If you
will join your Chairman at the table, we will proceed to receive his
testimony.
The Chair observes you have with you Mr. Drexel Journey who is

counsel to the Commission. Mr. Journey, we welcome you this morn-
ing. We are thankful you are with us.

Before you begin, Mr. Chairman, I note that the reports to the com-
mittee are that the Commission has been exercising its powers in this
matter in a most expeditious fashion, for which we commend you.
Mr. Chairman, you are recognized. Please proceed.

STATEMENT OF HON. RICHARD L. DUNHAM, CHAIRMAN, FEDERAL
POWER COMMISSION, ACCOMPANIED BY COMMISSIONERS JAMES
WATT, DON S. SMITH, AND JOHN H. HOLLOMAN, AND DREXEL D.
JOURNEY, GENERAL COUNSEL

Mr. DUNHAM. Thank you, Mr. Chairman. I am very mindful of
your remarks and the limitations on time; therefore, I will confine
myself to a few opening remarks, attempting to provide you with
our analysis of the current situation.
I have with me many exhibits relating to basic information I will

make available to the committee and staff at the conclusion ofthis
hearing.
I also want to assure you, Mr. Chairman, that the Commission and

staff of the Commission are available to you and your committees
as you go forward with your deliberations during the next few days.
The first point that I would like to make at this juncture is that

the Federal Power Commission strongly supports the President's
bill. We feel that the provisions provided in that bill giving the
executive authority are very vital and crucial authorities that will allow
the President to deal with the current situation and there are authori-
ties which are now not in any place within the executive or the
Federal Power Commission.
It seems to me there are three basic components of the natural

gas problem that we have today, and I would characterize them in the
sense of time. We have an immediate problem, a day-by-day problem,
a week-by-week problem, if you will, and I believe section IV relating
to the emergency allocation addresses that problem; and, again,
in my- opinion, it is needed authority that the Federal Government
must have.
The second category of time I would like to characterize here is

preparing for next winter. In my opinion, section VI addresses this
problem—this is the emergency purchases—and I believe that will
help somewhat.
I want to point out to the committee that the problem of next

winter is also an important problem that must be addressed im-
mediately, in the spring and in the early summer. Again, section VI,
in my opinion, assists in helping that situation.
The third category of time which has been discussed earlier with

Dr. Schlesinger in his testimony is the long term. That is not addressed
in this bill and must, of course, be considered, as he pointed out, in
the context of a total energy program.
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I now would like to give a few statements on this general situation
that we have facing us today.
The general nature of the natural gas situation can best be seen

from a few facts about the differences between this year and last:
From July 1, 1976, to January 23, 1977, most States east of the

Rocky Mountains experienced much colder than normal weather.
Heating degree days for that period ranged up to 30 or 40 percent
more than normal for many Eastern and Midwestern States, and
50 to 70 percent greater for Southern States. Natural gas usage has
been accordingly increased.
On January 15, 1976, major pipelines had 1,244 billion cubic feet

of gas in storage, or 70 percent of what they began the winter with.
On this January 15, they had only 994 billion cubic feet or 57 percent
of this winter's beginning level. We estimate that up to 100 billion
cubic feet additional may have been taken from storage by January 24.
Even more important than the national figures, though, are regional

figures. Eastern pipelines had only 317 billion cubic feet left, or 42
percent of beginning levels, compared to 69 percent at the comparable
time last year.
Southern pipelines were down to 37 percent versus 54 percent at

this time last year.
As you know, most gas does not come from storage. The long-term

trend of flowing supply has been steadily or slightly downward,
about 3 percent, for this year. This has increased the importance of
underground storage to meet peak demands; but as storage levels
decline, the amount of stored gas that can be delivered in an hour
or in a day declines, because the pressure in the underground reservoirs
may decline.
Although the situation may differ from pipeline to pipeline, our

reports indicate that many pipelines in the Eastern United States
do not have the deliverability from storage they would have antici-
pated for this season of the year.
I want to mention one other fact relating to conservation. We

estimate that because of the colder than normal winter to date,
approximately 276 billion cubic feet have been expended as excess
consumption.

If the people in this country follow the President's urging that
temperatures be reduced in homes to 65°, we estimate that during
the balance of this winter approximately 333 billion cubic feet could
be saved to cover projected excess deficiencies if we do have a colder
than normal winter for the balance of this season; and if not, of
course, it would be savings that could be used for other purposes.
I mention these facts only to emphasize how extraordinarily signifi-

cant the temperature sensitivity of the gas supply is, and how very
important it is to the critical situation that we face on a day-by-day
basis now and for the balance of the winter certainly.
That concludes my remarks, Mr. Chairman.
I am available, as are my colleagues on the Commission, to answer

any questions you may have, or to provide additional information
and detail.
Mr. DINGELL. We thank you for your very helpful testimony.
The Chair recognizes, first, the gentleman from Indiana, Mr. Sharp.
Mr. SHARP. Thank you, Mr. Chairman.

41
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I want to ask Chairman Dunham what was asked of Mr. Schlesinger,
and that is, what difficulties would arise if we granted the President
authority and it was used to allocate gas to try to put people back to
work, not only to heat homes and hospitals?
Mr. DUNHAM. This bill, as you know, deals only with essentially

what we term as priority one requirements, human needs categories,
plus certain elements of plant protection.
In my opinion, those elements are vital and critical.
In regard to the possibilities for allocations at higher priority levels,

I would point out to you that the extraordinary difficulty from either
a conceptual standpoint or from a practical standpoint is trying to
define those categories.
We have given some thought. There is a proceeding before us that

.discusses some of these elements, but I would at this point say that
there is no experience and no mechanism, but rather very difficult.
political, social, and economic questions, in attempting to categorize
those levels of possible allocation above the so-called human needs
area. I merely point that out to you as expressing what I perceive to be•
extraordinary difficulty at these higher levels.
Mr. SHARP. As you can appreciate, some of our Districts have many

people out of work, and we are deeply concerned. We want, if at all
possible, to reopen those factories, if there is a practical way of doing
that. Time and again I have had discussions with people involved in
this and they tell me the incredibly great number of decisions in trying
to get any kind of equity into that process and to accomplish it in a
reasonable period of time.
Mr. DUNHAM. Yes. I think it would be somewhat difficult if there

was a pool of significant additional gas available which could then be
distributed.
In the context of both the intrastate and the interstate systems that

we are now talking about, as far as we can see there are extremely
limited amounts available for redistribution or reallocation, if you
will; it would be quite a different thing if, for instance, the Alaskan
supply was available today or in the next week or two, that would be a
different context,
Mr. SHARP. You say that which is available. In other words, those

pipelines that are in good shape do not represent enough gas; is that
what you are suggesting, that if you force them to go down to priority
2 and took everything extra from them and allocated it, it would not
begin to put the 400,000 we think are out of work at the moment back
to work?
Mr. DUNHAM. The basic assumption you would have to make is

what is going to happen with the balance of the winter? As you know,
most of the projections are that it will be an extraordinarily colder
than normal winter.
I would not at this time attempt to guess that there are at the very

high priorities the interruptible sales or some of those categories in
any of the pipelines that would make any significant difference.
Mr. SHARP. If I might ask more on behalf of the public's need to

know, the value of their turning down their thermostats, I believe
what you were pointing to was not only to get us through this critical
weekend, for example, where the weather has suddenly turned terrible
again, but also in preparation for the next winter.
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This must be a consistent effort because our storage is down and we
need the gas to take on the next winter, and start praying now it will
be a mild winter.
Mr. DUNHAM. That is absolutely the point. We have rough esti-

mates that to get storage back to the situation that it was at the
beginning of this winter we would need something in the neighborhood
of 300 to 400 to 500 billion cubic feet of new supplies over and above
those that are now flowing, expected to flow, or even up above the
level of emergency purchases that have been going on in the last
year or two.
It is extraordinarily important in getting through this winter and

helping to assist with next winter's problem.
Mr. WATT. That is probably the most effective thing we can do,

particularly for this winter. Whatever needs to be done by Congress
should be done.

If we continue with a harsh winter in February, we are probably
too late to do anything that is going to have any significant impact
on the economy for this winter.
Mr. SHARP. The conservation effort, even if it turned warm next

week, would be absolutely critical the next winter.
Mr. WATT. I think that is correct.
Mr. SHARP. We are not only desperately trying to handle this

winter's situation but also we have to talk in terms of next winter
already-, obviously, which should have been done a long time ago.
Mr. WATT. That is a perspective that we have to keep foremost

in our minds; that is, where we had better start looking now for next
winter and start praying for this winter.
Mr. SHARP. Thank you.
Mr. DINGELL. The time of the gentleman has expired.
The Chair recognizes the gentleman from Ohio.
Mr. BROWN. Since the bill amounts to the taking of property in

terms of the rationing of the gas which is available in the system
currently, do you expect that the Presidential authority which will
administer the legislation will write guidelines for the decisionmaking
under which pipelines will be obliged to give up gas and have their
customers impacted?
Mr. DUNHAM. As I read the bill, the first level of responsibility is

somewhat of an extension of the way we are now attempting to deal
with orders on a case-by-case basis. It runs to the compensation issue
we were talking about earlier; if some gas is available and if an appro-
priate agreement can be undertaken between pipeline A and pipeline
B, association A and association B, that would be what they would
receive.
That means that the contract for the interchange between the two

parties includes adequate either compensation or repayment, which
is as in many of the orders that we have done recently.
I would suppose that to be more responsive to your specific question,

that the first level of guidelines would be something very close to the
priorities of curtailment we now have running from nine—inter-
ruptible sales—down to one and two.
Mr. BROWN. In other words, you do anticipate that you will write

guidelines that will determine which pipeline companies and customers
will be obliged to give up the natural gas to supply those others who
are short of natural gas?

41.
••••
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Mr. DUNHAM. Guidelines in a general way; but the thrust of the
bill is as I read it, to encourage and provide a mechanism for as much
voluntary exchange as possible, extending liability protections and
antitrust protections; and then, of course, there is the ability to force
interchange.
Mr. BROWN. My question is, beyond that will there be a provision)

for due process? In other words, for someone who is giving up gas so
that it is used by someone else who, it is determined, I assume, by
the Presidential authority, to need the gas more, to have the oppor-
tunity to plead their case in a hearing—will there be provisions for
hearing?
Mr. DUNHAM. There are provisions in here for meetings and so

forth. It could be done in a formal hearing process, or, as I read it,
by having meetings between the parties with representatives of the
Justice Department and the President's representative there at the
time.
Mr. BROWN. That speaks to the liftifig of the antitrust prosecution

or the lifting of the threat of antitrust prosecutions, but I am not'
talking about the question of antitrust. I am talking about the fact'
that this bill presumes that one pipeline company and its customers
will be obliged to give up gas to provide that gas to another.
Now, will the pipeline and customers who will give up the gas know

that there are some guidelines, so that they don't get hurt more than
somebody who is presumed to be more in jeopardy than they are?
Do you follow my question?
Mr. DUNHAM. Yes. Let me give an example.
Mr. BROWN. I don't want an example. I want to know whether the'

guidelines will be written or whether it will be settled on a case-by-
case basis, and if there will be an opportunity for due process?
Mr. DUNHAM. I would expect that there would be guidelines.
Mr. BROWN. Before you go further, could you answer me how long

you anticipate it will take to get those guidelines written, because that
speaks to how quickly this legislation can be effective after it is passed
and signed by the President?
Mr. DUNHAM. I cannot answer that question completely, because

that is the President's decision on whom he wants to assign.
Mr. BROWN. In your experience, how far in writing guidelines in

the Federal Power Commission could you estimate the time?
Mr. DUNHAM. I think there is a difference in this bill that gives the

President the authority. Whoever does this does not have to follow
the same process and procedures that we normally do.
The APA has set aside other relevant positions; so it would merely

be a question of how fast those who are responsible for dealing with
the problem will set down first guidelines that will have to be perfected

• in the light of experience.
Mr. BROWN. That is the question. What is your estimate of the

time?
Mr. DUNHAM. I will attempt to answer it by saying that the existing

curtailment priorities and the methodologies followed by the FPC
provide some rough guidelines; namely, are alternative supplies
available is one criterion. Beyond that, a more extensive definition, I
strongly feel that that will have to result from an immediate attempt,
and then a day-by-day, case-by-case application.
Mr. DINGELL. Thank you.
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The Chair recognizes the gentleman from Texas, Mr. Krueger.
Mr. KRUEGER. Thank you, Mr. Chairman. We are happy to have

the Commissioners from the Federal Power Commission here today,
and are encouraged it is quite possible they might be given the task of
-administering this very large and difficult problem of allocation, if it
tcomes. I think there is probably no better group to do so.
I am wondering, Commissioner Dunham, if you could tell me

'whether or not the Federal Power Commission at this time has data
on the alternate fuel capacity of industries in the United States? The
reason I ask this is, if we are going to allocate gas by taking gas away
from one industry in order to shift it to residential users, then it clearly
would be desirable, if we knew, to take gas from those industries that
have alternate fuel capacity in place, rather than perhaps to take it
from an industry that has no alternate fuel capacity and simply shut
it down. Does the Federal Power Commission have that kind of in-
formation?
Mr. DUNHAM. The answer to that is "No, we do not now have ade-

quate current and total information required." It is primarily because
of jurisdictional problems. As you know, the end use responsibilities are
essentially with the States public utilities commissions.
FEA has some data that they have been able to collect as a result of

their laws.
We have a system for combining those elements of data on end use

that we have relating only to the jurisdictional companies, and then
they have a form that provides some useful information, and it is
comprehensive. How current it is, is another question, because this
changes very rapidly on almost a day-by-day basis.
Mr. KRUEGER. There is then, some information, but by and large

probably very incomplete information about the alternate fuel capaci-
ties of industries who might be giving up their gas as a result of this
legislation.
Now, another question. On the first page of the bill there is reference

to the term "interstate pipeline" and that definition is different from
the definition given in the Natural Gas Act.
There are some of us who are concerned that the way in which inter-

state pipeline is defined is so vague as to include in that definition the
gathering facilities from the wellhead rather than simply from the
initial point of distribution.
We are concerned that the definition in this bill might be so vague

that all of a sudden we will find, without intending it, as presumably
the Congress did not intend the Phillips decision to be interpreted as
it was, we may suddenly have all intrastate gas become interstate
gas, because the gathering lines themselves would be in some cases
potentially carriers of interstate natural gas. I wonder if you can
comment on that?
Mr. DUNHAM. I understand the gentleman's intent is to protect

the existing jurisdictional status of both. It does not involve that.
In regard to the legal interpretation, may I call on the General

Counsel?
Mr. JOURNEY. Mr. Krueger, this bill, as I understand it, is drafted

essentially to be a freestanding bill apart from the definitions of the
Natural Gas Act.
There is in that sense a functional definition showing what is inter-

state transportation for purposes of this bill. Therefore, the refinement
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of the "gathering system" versus the "interstate pipeline" is not found
in the definitional section. You will find in the bill that no action or
order under this act—the authority of this act—will make an other-
wise nonjurisdictional entity into a jurisdictional entity for purposes
of the Natural Gas Act. So, I think the bill protects the n.onjurisdic-
tional status in that sense.
Mr. DINGELL. If the gentleman will yield, that is clearly the intent

of the legislation.
Mr. KRUEGER. I am glad to have that in the legislative record.
Mr. DINGELL. The time of the gentleman has expired.
The Chair recognizes now the gentleman from North Carolina,

Mr. Broyhill.
Mr. BROYHILL. I earlier asked Dr. Schlesinger for his comments on

a suggested amendment that I had prepared that would give some
guidelines and at least express some congressional intent as to the
way this allocation authority would be carried out.
What my amendment would say is that the Presidential order would

first divert that gas which might be expected to be burned as boiler
fuel. If no boiler fuel gas is available on the interstate pipelines, then
the President could order the diversion of gas in FPC priority 3 or
higher.

After all the gas in priority 3 has been diverted, then he could order
the diversion of priority 2 gas, except, of course, for the 533 gas which
the Secretary indicated was not reached by this act, and that during
the emergency the President could prohibit the burning of natural gas
as boiler fuel except where it is necessary to generate electricity for
human needs and essential public services and there is no alternate
fuel capability. This at least would give some orderly procedure as to,
that gas which would be diverted.
I would like to have your comments on a suggested amendment like

that.
Mr. DUNHAM. I addressed somewhat the same type of question

earlier. I think at this stage, Dr. Schlesinger said quite obviously what
Congress put in the bill would be seriously considered, if not approved
by him.
Let me point out one example. These are the same types of issues

essentially that run through the existing curtailment orders of the
Federal Power Commission which set up these priorities. To my
knowledge, those have been contested and argued and litigated, and
still I do not believe there is a single final curtailment plan which has
been authorized by the courts.
I merely point that out to say that the issue of A over B, B over C,

the priority issue, is a very difficult question.
Mr. BROYHILL. Of course, that is the reason why I think it might be

• essential that some congressional intent be expressed so that guidance
can be given to the courts.
Mr. DUNHA1VI. I point that out, to say that I would imagine that

even general terms like that would be extensively debated and dis-
cussed, because they are very controversial.
There is one specific that you mentioned in regard to boiler use—

fuel for electric generation. Even that has some technological problems
in that some electric utilities may have alternative fuel available.
Their burners may be adapted to burn fuel oil. But there is a techno-
logical problem that after they burn fuel oil for a certain period of time,
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some period like a few days or a week or two, then it is necessary to use
gas again in this particular type in order to clean out the boiler and
flues because of the accumulation.
I point that out to say that at each level of these definitions there

are a lot of technological, physical, supply, and other complicated
issues in it.
, Mr. BROYHILL. What I am concerned about is, because of the lack
of congressional guidelines and intent we may be adding to the po-
tential for endless court battles over this particular act and that you
are going to have to make some decision here.
, If you had some congressional intent, it would certainly give you
not only the guidelines but also would assure that you are not going
to be overturned in the courts.
• Mr. DUNHAM. The President's bill deals with only one level of pri-
ority, and that is the human needs plus industrial plant protection.
Mr. BROYHILL. What I am saying is that my amendment would

give some guidelines as to who has to give up the gas, not who gets it.
• Mr. DUNHAM. Under the bill, there would be no authority to make
reallocations above that level of human needs.
Mr. BROYHILL. That is not what I am saying.
Mr. DINGELL. The time of the gentleman has expired.
The Chair recognizes now the gentleman from Connecticut, Mr.

Moffett.
Mr. MOFFETT. Thank you, Mr. Chairman.
Mr. Chairman, on the issue of conservation, I read in an FEA

perspective report that where a distribution company induces a high
priority user to conserve, it might be a disincentive to conservation to
allow allocation of that gas elsewhere. This report suggested that one
thing the FPC could do would be to prohibit allocation of conservation
gas. Now, what does this legislation do to that notion?
In a sense, while the President is saying, "Folks, you have to con-

serve," are we at the same time really giving no incentive to conserve
other than the President's exhortation?
Mr. DUNHAM. As I understand, the FEA definition, really of con-

servation gas is the broader concept than what the President has been
talking about in terms of thermostat setting. The difficulty is that I
cannot imagine anyway that it could be ascertained with any great
degree of accuracy that if, for instance, in a particular State 100 per-
cent of the people combined and reduced to 65°, then that particular
group could be sure that its gas could be allocated for other uses in
that State.
I think this is a national type of problem and I think that certainly

in this emergency situation it is the only way it can be viewed.
The savings that both the President is talking about and the savings

I was talking about have to be used and allocated on a national basis.
Mr. MOFFETT. Maybe a more important question is—and this goes

beyond the scope of your agency—we are saying to. the public that
we are going to enact legislation to help treat this crisis.
What is the public getting in return? First of all, there is no assur-

ance that the gas is going to be there. Put that aside for the moment.
What else are they getting in return?
With regard to the conservation efforts, for example, are there

some distributors who are still securing more gas by load switching



33

•

from industrial to residential, for example, •or by attempting to
attract new customers?
• Mr. DUNHAM. Yes; there are some distributors that are adding new
customers. I don't mean today, but in the most recent period. I
don't know the situation today.
Mr. MOFFETT. That is good. In terms of what the public gets in

return then, I really cannot see where the government, either Federal
or State, is clamping down on waste. One, it seems there are going to
be windfall profits, at least as it appears to me.
So let us ask what else they get. Do they get increased data col-

lection by your Commission? In other words, will you be analyzing
production rates and trying to pinpoint the cause of the shortage
in a way you were not doing before, intensifying your activities
in that area?
Mr. DUNHAM. This bill does not give the Federal Power Commission

any additional information authority.
Mr. MOFFETT. There are those who have suggested you have not

used the authority you have to acquire information, that you have
not been aggressive in information gathering. Not you, personally.
I am sure you understand that.

Historically the Commission, particularly the Commission under
Nassikas, has not been very aggressive in information gathering.
Mr. DUNHAM. I know we have many problems regarding getting

specific information. The greater part of them, in my recollection,
during this last year have been related to court orders estopping our
powers to collect certain elements of information.
Mr. MOFFETT. We understand some distributors are encouraging

people to use natural gas.
Mr. DUNHAM. I have not attempted to survey it. I assume there

probably are some in some areas of surplus situations.
Mr. MOFFETT. You can't get involved in that, can you?
Mr. DUNHAM. That is essentially State juritdiction.
Mr. MOFFETT. How many States have end-use allocation plans

similar to your curtailment?
Mr. DUNHAM. The vast majority have curtailment plans that

roughly approximate or could relate with us, either in actual practice
or ready to be used. I assume in the area we are talking about, all of
them are in place now. They are not exactly the same, but in my
recollection in most of the States I have dealt with specifically, they
do parallel pretty closely, but adapted or fitted, if you will, to specific
needs of the end-user State, which is an important element.
Mr. DEVINE. Thank you, Mr. Chairman.
Mr. Dunham, your, I think, consumers and the public generally

have been led to believe by some persons and by the electronic as
well as the printed media that there really is no shortage of energy
in this country; that this is just a conspiracy by the big oil, big gas
companies to hold back their supplies and wait for deregulation and
then ripoff the public by having higher prices.
Do you, as chairman of this regulatory agency, have access to

information that possibly the general public does not? Do you think
that there is indeed a severe shortage of natural gas in this country
and no supplies available other than being put out?
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Mr. DUNHAM. There is no question in regard to that, Mr. Devine,
In publications of the Federal Power Commission since 1969 and 1970,
I think the bare facts have shown, and I think as Dr. Schlesinger
has pointed out, that we have been using natural gas at approximately
twice the rate that we are finding new reserves of natural gas.
Without regard to the second part of motivations and speculation,

I think the bare facts illustrate that we just simply do not have ade-
quate supplies of natural gas within the 48 States, and what we know
of the offshore areas and what we know of Alaska, to meet the demand
at the present level that we are spending it.
Mr. DEVINE. Our chairman, in his opening statement, mentioned,

I think, we have produced about 6 or 7 percent more natural gas this
year than we did last. Do you believe these stories are rampant that
a lot of the natural gas producers have capped wells and are just
waiting back for deregulation and then will sell at a high price? Is
it another rumor that has been espoused?
Mr. DUNHAM. No evidence has been presented to the Federal

Power Commission in any of its proceedings to that effect. We have
had a number of investigations in regard to enforcement of deliver-
ability of gas that is jurisdictional to the Federal Power Commission.
And in regard to the two specific investigations that we concluded
within the last few months, the latter part of the fall, we found no
evidence to support, in those two cases, that there was holding
back.
Mr. DEVINE. I yield the balance of my time to the gentleman from

Ohio, Mr. Brown.
Mr. BROWN. Columbia Gas, which serves our gas-short area, re-

cently made a purchase of natural gas from Canada, and you are
sitting on a procedure in connection with that at this time, as I
understand. Of course, it is cold in Canada also, but they had a surplus
because they deregulated gas 2 years ago, as I understand.
But I was rather startled in this legislation to find that the Presi-

dent's proposal actually prohibits the possibility of purchase of gas
from some sources which could give immediate relief to those of us who
are short of gas in our country. On pages 9 and 10 of the bill, section 6,
your 180-day proposal has some extensive limitations. Could you
comment on each one of them?

First, no purchase is allowed of gas produced by producers affiliated
with interstate pipelines. This eliminates gas produced by such people
as Texaco, Shell, and City Service.
Why do you want to cut off such an important source of gas in this

time of shortage in a bill that is predicated on public health and
safety? No purchase of gas is allowed from offshore gas.
We understand there might be some of this destined for refinery

use in Texas and Louisiana, which might be available on a short-term
basis. Why cut it off? Why not allow gas purchasers from other inter-
state pipelines? Why would a producer sell into an interstate market
under a short-term sale with a potential price ceiling when he can sell
intrastate without a threat of imposed price ceilings? Why is that in
the bill?
Mr. DUNHAM. My general comments relate to this. In the specifics

of the bill, there were policy choices made by the administration. I do
not know to comment on that.

vs,
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Mr. BROWN. Does that not, in effect, reduce the availability of
immediately available natural gas to those of us who have schools
closed, people out of work and the possibility of a cutoff of residences?
If you open these up, could we not get some more gas right now for
those purposes?
Mr. DUNHAM. There is nothing in this bill which sets aside the

existing process and procedures under the Natural Gas Act except for
these specific areas addressed.
For instance, the Canadian sale that you mentioned 
Mr. BROWN. I am not worried about the Canadian sale. I am worried

about these prohibited, in the language of this bill. I wonder if we
should not take these exemptions out.
Mr. DUNHAM. This does not exclude the possibility of future pur-

chases from areas such as Canada because they could go forward
under existing natural gas procedures, as the Canadian sale was
accomplished about 10 days ago.
Mr. DINGELL. The chairman observes the time of the gentleman has

expired. The Chair recognizes the gentleman from California, Mr.
Moorhead.
Mr. MOORHEAD. Mr. Dunham, Dr. Schlesinger, when he was

talking a few minutes ago, said he hoped that much of the accom-
plishments that he hoped for, the bill could be done through voluntary
action and that the bill itself thus increased money to be paid for gas
now used exclusively in interstate commerce would come into the
interstate system.

Is it your idea this bill should be used to encourage voluntary
action to the greatest extent possible rather than forced regulations
where they could be avoided?
Mr. DUNHAM. My understanding of the bill, that is the interpreta-

tion and intent put on it, in that it encourages voluntary cooperation,
and permits it by giving protection against antitrust and in regard to
liability of pipelines in regard to their contractual responsibilities
versus people they serve.
This provides a mechanism in the meetings and with the authority

of the President to extend those. I believe the intent is to encourage
the voluntary way and to extend those protections which are very
important to the accomplishment of voluntary interchanges.
Mr. MOORHEAD. Can you yourself foresee any possibility of

difficulties of antitrust proceedings that the companies might get
into as a result of these voluntary agreements?
Mr. DUNHAM. I would not be competent to answer those questions.

I think they would have to be directed to the Department of Justice.
Mr. MOORHEAD. I am concerned with your feelings about this and

the other members of your Commission, because you may very well
be required to draw up the guidelines. But there are many of the
companies that, at the present time, are supplying gas to other
companies that are in very serious difficulties to try to warm up the
eastern part of the country.
And would it be your intention that those companies would receive

credits, or you would consider the voluntary negotiations that they
have already gone into when you consider what other gas you are
going to take from them?
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In other words, they are going to have to give up 5 percent of their
gas, and they give up 5 percent to a company in trouble voluntarily,
are you going to get another 5 percent from them?
Mr. DUNHAM. I would imagine the President's representative would

take into account all factors as the bill provides. That might very
well be one.
Mr. WATT. I would encourage the committee to address that ques-

tion very seriously. We have seen several pipeline companies who
have come forth on a voluntary basis and have been very helpful in
helping the situations with Southern Natural Gas and Columbia
Transmission Cos.

If there is need to give the antitrust and the liability protections
after the passage of the act, there also could be well presented an
argument to justify those same protections to the companies that did
it before that protection was provided by statutory law. If there is
some way to go back and pick that up and protect them, we would
be giving more equal treatment to pipelines who moved on a voluntary
basis already.
Mr. MOORHEAD. I understand the effective time of this bill is

approximately 6 months. Yet we have heard conversations about
what could be done to solve the problems next winter through this bill.
We are told there is going to be a permanent program presented to
Congress within the next 3 months. How much of the problems of
next winter do you think could be handled by this temporary bill?
Mr. DUNHAM. As I pointed out in my opening statement, in my

opinion, the section 6 will assist in meeting next winter's problem by
virtue of extending the opportunity for emergency purchases until
August 1. In attempting to characterize the ability of that section
to solve the problem, I think I was extraordinarily more cautious in
that regard and I pointed out the enormous additional' volumes up
and above both flowing gas now and the emergency sales levels of
last year. There was a big gap.
That depends, quite obviously, on the prime variable in this whole

equation: the weather. You could answer that question, if somebody
knew what the weather was going to be during the next 6 months,
with a great deal more precision than I am able to do at this time.
Mr. MOORHEAD. Thank you very much.
Mr. DINGELL. The time of the questions has expired.
Mr. Chairman, I have several questions here. The first is one relating

to the power that currently exists with regard to voluntary transfers
of gas between interstate pipelines. This authority which does exist
in the Federal Power Commission, is now being exercised, is it not?
Mr. DUNHAM. Yes-15722 is the section.
Mr. DINGELL. So there is no need to add this authority to the legis-

lation, is there?
Mr. DUNHAM. No, this is a free-standing bill. The Natural Gas

Act proceeds apace, so to speak.
Mr. DINGELL. Mr. Chairman, the bill does not allow interstate

pipelines or local distribution companies served by them to buy gas
under section 6 from producers affiliated with interstate pipelines. I
have several questions regarding this.
How much gas will this exclude from purchase under section 6?

What is the Federal Power Commission's historical position on this
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matter and why has the Federal Power Commission had that historical
position, Mr. Chairman?
Mr. JOURNEY. Chairman Dingell, I have not seen any data to know

much of this affiliated production would be involved in terms of Mcf.
I would expect that since a lot of this affiliated production is offshore,
more could be a relatively subsequent amount. We could supply for
the record an estimate of what the volumes would be, based on some
of the ongoing proceedings at the FPC. I am thinking of the "Behind
the Pipe' and some of the other cases that we have.
Mr. DINGELL. If you could submit that for us, it would be appre-

ciated. In the meantime, could you give us your best judgment as to
whether it would create any significant amount of gas?
Mr. JOURNEY. There is another aspect of the problem. It has to do

with the reservation of gas for refinery and other use, what we col-
loquially call the "Chandeleur problem" at the FPC. It is the use of
gas for that kind of work. I think we ought to look at the numbers
there.
Mr. DINGELL. I must indicate to you, that is a source of irritation

to the Chair at this particular tune.
Mr. BROWN. I share that with the chairman.
Mr. JOURNEY. There are pending before the Commission, at the

present time, a number of proceedings in which the reservation point
is at issue. We are also in the courts on some orders of the Commission,
specifically opinions 727 and 743, litigating aspects of that question.
As I understood your second question, I want to state it to make

sure I correctly understood it. Perhaps I should ask, are you talking
about pipeline production?
Mr. DINGELL. I am talking about production by affiliates of pipe-

lines and the historical position of the Federal Power Commission, and
why the Commission has that position.
Mr. JOURNEY. In terms of the ability to cause the gas to be produced

in the first instance?
Mr. DINGELL. No, in terms of excluding it from emergency sales, as

might be done or has been suggested. In other words, why has the Com-
mission traditionally not allowed emergency sales by affiliates of inter-
state pipelines to their own interstate pipeline or to other interstate
pipelines of gas produced by that affiliate of the interstate pipeline?
Mr. JOURNEY. One of the problems, Mr. Dingell, is in relation to

the cost of service requirements that we have, the no-profits-to-
affiliates, the cost rules for the production part and the pipeline part.
I think your question raises or dips into a deeper question, and it is
the Sunray DX problem I have reference to, whether or not some of
that gas has ever been dedicated to the interstate market.
Mr. BROWN. Would the gentleman yield?
Mr. DINGELL. Yes, I will yield to the gentleman. But let me pursue

this. For some reason we do not seem to be vibrating on the same
wave length. I will yield briefly to the gentleman.
Mr. BROWN. Does it not have to do with the fact historically, the

transfer of gas from subsidiary to an interstate pipeline that is con-
nected in the same business venture is not an arm's-length transaction
and, therefore, you prohibit it?
However, in this bill you abrogate the normal antitrust procedures

and put in supervision of that. It seems to me that could be done, and
I think to the Chair, that that could be done in this circumstance and
we could turn up some more gas for short markets.
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Mr. JOURNEY. The offshore gas, offshore Federal domain gas is now
dedicated to the interstate market.
Mr. DINGELL. We are talking about onshore production by

affiliates of interstate pipelines. This other matter is a question also.
Mr. JOURNEY. That is right. But some of that on-shore affiliated

production gas is not now dedicated. It could be and I suspect there
are instances where some of that gas has probably come in under
some of the extant emergency procedures of the Commission, 2.68
sales. I could check the records to see whether that was true or not.
suspect that may be true, but the reach of the bill here, as I under-

stand the purpose or the intent of the draftsman on the emergency
purchase was to recognize that the off-shore Federal domain gas is now
dedicated to the interstate market and there are ongoing procedures
under the Federal Power and Natural Gas Act for the pricing of that.
Also, there is an assumption that an interstate pipeline's corporate
affiliate would or should do its best to help the pipeline.
Mr. DINGELL. I have such limited time. I dare not pursue this

matter further, but the Chair is going to request the staff to make
further inquiries on this matter and receive proper responses from the
Commission so we have an adequate record on this particular point.
I have a final question which is sort of in the nature of a summary

which underlays, I think, the whole basis of the bill. I assume the
Commission supports the legislation before the committee. Is there
any question on that?
Mr. DUNHAM. In the first part of my testimony I said the Federal

Power Commission strongly supports this legislation.
Mr. DINGELL. Is it not fair to say, gentlemen, on the basis of the

information available to the Commission, including the current
status of stored natural gas inventories, that the present situation is
likely to get worse, indeed, possibly substantially worse, before things
get better even if the weather is normally cold for the remainder of
the winter? The emergency will certainly get much worse rapidly if
the unprecedented cold weather continues for any period and this
action or some action very strongly similar thereto is not taken.
Mr. DUNHAM. There is no question in my mind that even with

normal weather, not the colder than normal we are now having, there
is still a very significant problem, both in the short term and certainly
in getting storage up to the situation to begin next winter's level.
There is no question.
Mr. DINGELL. I assume the Commission also concurs on that in

fact, gentlemen.
Gentlemen, can you give us precisely how long the Congress has

before this legislation has to be passed in order for the necessary
procedures be applied by the President and the agency to see the gas
flowing into the gas service--
Mr. DUNHAM. I think the necessity for this legislation is immediate.

We have had, as you know, Mr. Chairman, a number of proceedings
in this emergency situation, the Federal Power Commission, almost
on a daily basis for the last 2 weeks.
I think the string is getting pretty close to being run out under our

existing procedures and authority. The answer then to your question
is, immediately, as soon as possible.
Mr. BROWN. Mr. Chairman.
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Mr. DINGELL.. Mr. Chairman, we thank you.
Mr. Brown, briefly.
Mr. BROWN. Mr. Chairman, one point. Our calculations indicate

that just four of the companies which under the affiliated provisions
would not be allowed to sell under section 6 of this bill have been
producing about 2 billion cubic feet per year. A good part of this is in
the intrastate market and could become available if the affiliate
limitation were not in the bill. I am just startled the limitation is in
there.
Mr. SMITH. Congressman, I must say I agree with you on that point.

I think the arm's-length transaction could be achieved by wording it
a bit differently to present the sales by such an affiliate to itself and
still make the volumes available.
Mr. BROWN. I am fascinated as to how such a thing got in the bill

that is supposed to take care of emergency human needs. That you
eliminate that much from the possibility of flowing into the market,
I cannot get over it.

• Mr. DINGELL. Gentlemen, you have been very helpful to the com-
mittee and the committee thanks you for your appearance here today.
I assume our staff will continue to have the valuable assistance of you
and your able staff down at the Commission as this matter goes
forward.

Gentlemen, we thank you all.
[The following letter and attachments were received for the record :1

FEDERAL POWER COMMISSION,
TVashington, D.C., January 29, 1977.

Hon. JOHN DINGELL,
Chairman, Subcommittee on Energy and Power, Committee on Interstate and Foreign

Commerce, House of Representatives, Washington, D.C.,
DEAR MR. CHAIRMAN: Supplementing my response to questions which you and

Congressman Clarence J. Brown posed at the committee hearing on January 28,
1977, I am enclosing four copies of an FPC staff compilation covering volumes of
gas produced by affiliated entities of interstate pipelines and non-affiliated entities
for the interstate market, from offshore federal domain and onshore sources.
These data cover calendar year 1975.
As I indicated in response to one of your questions, extant FPC data sources

do not cover production of such entities in the intrastate markets. This reflects
the fact that the Commission currently does not have all the information gathering
authority which it has requested over a long period of time. It should be pointed
out that the interstate volumes for 1975 are preliminary and are subject to some
adjustment; however, it is not expected that the volumes will change significantly.

Attached to the compilation is a staff listing of producers affiliated with inter-
state pipelines. This listing is also preliminary and subject to some adjustment.

• As I indicated in my testimony of the 28th, in reviewing the policy choices of
Section 6(a) (1) of H.R. 2500, it is helpful to keep in mind two unstated assump-
tions of the bill—that corporate affiliates of an interstate pipeline would con-
tinually undertake full gas supply support programs for their interstate pipeline
affiliates' interstate market needs, and that they would do from offshore Federal
domain sources recognizing extant price control and certification procedures of the
FPC where applicable. Offshore Federal domain gas is interstate gas by past
judicial definition. 116

If the committee requires additional information, please advise me and we will
respond to your request. Copies of this letter and enclosures are also being sent
to Congressman Clarence J. Brown.

Sincerely,

Enclosures.

DREXEL D. JOURNEY,
General Counsel.
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1975 PIPELINE PURCHASES FROM PRODUCERS ACCORDING TO AFFILIATION

[Volumes in trillion cubic feet]

Onshore Percent Offshore Percent

Pipeline purchases:
From nonaffiliated producers 8.8 97 2.4 89
From affiliated producers .3 3 .3 11

Total 9.1 100 2.7 100

Source: Staff compilation of FPC form No. 2 data.

Natural gas pipelines and producing affiliates

Interstate pipeline companies

Arkansas Louisiana Gas Co 
Arkansas Oklahoma Gas Corp 
carnegie Natural Gas Co 
Cities Service Gas Co 
Colorado Interstate Corp 
Columbia Gas Transmission Corp 
Consolidated Gas Supply Corp 
El Paso Natural Gas Co 

Equitable Gas Co 
Inland Gas Co., Inc
Iroquois Gas Corp 
Jupiter Corp 
Kansas-Nebraska Natural Gas Co., Inc_ Excelsior Oil Corp.
Kentucky West Virginia Gas Co 
Lake Shore Pipe Line Co 
Lone Star Gas Co   Lone Star Producing Co.
McCulloch Interstate Gas Corp  McCulloch Gas Processing Co.
Michigan Wisconsin Pipe Line Co 
Mid Louisiana Gas Co 
Mississippi River Trans. Corp 
Montana-Dakota Utilities Co 
Mountain Fuel Supply Co 
Mountain Gas Co  Appalachian Exploration & Develop-.

ment, Inc.
Cabot Corp.

Pipeline's producing affiliate(s)
Arkla. Exploring Co.

Cities Service Oil Co.
Colorado Oil & Gas Corp.
Columbia Gas Development Corp.

Northwest Products Corp.
Pecos Co.

Natural Gas Pipeline Co. of America
North Pennsylvania Gas Co 
Northern Natural Gas Co  
Northern Utilities, Inc 
Oklahoma Natural Gas Gathering Corp
Panhandle Eastern Pipe Line Co. 
Pennsylvania Gas Co 
South Texas Natural Gas Gathering Co
Southern Natural Gas Corp 
Sylvania Corp 
Tenneco Inc 
Texas Eastern Transmission Corp 
Texas Gas Pipe Line Corp 

Texas Gas Transmission Corp 
Trunkline Gas Co 
United Gas Pipeline Co 

United Natural Gas Co 
Valley Gas Transmission, Inc 
Western Gas Interstate 

Northern Natural Gas Producing Co.

Oklahoma Natural Gas Co.
Anadarko Products Co.

Coastal States Gas Producing Co.

Tenneco Oil Co.

Union Texas Petroleum, a Division of
Allied.

Texas Gas Exploration Corp.

Pennzoil Pipeline Co.
Pennzoil Producing Co.
Pennzoil United, Inc.

Houston Natural Gas Products Co.

4i
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Mr. DINGELL. Before we hear from the next panel of witnesses, we
will, without objection, insert in the record as though read, several
statements from colleagues in the House who were unable to attend in
person.

STATEMENT OF HON. NAMES M. HANLEY, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

Mr. HANLEY. Mr. Chairman, the news media is filled today, as it
has been for weeks, with cries and gnashing of teeth over the crisis we
face because of apparent shortages of natural gas supplies in many
regions of the nation. How real or how manufactured this crisis is
should be a major element in the deliberations of this committee so
that the public is assured that whatever hardships it is asked to endure
are really necessary and purposeful.
Today I would like to highlight an aspect of the home heating and

fuel conservation issue which might get lost in the shuffle amid the
rush to resolve the principal larger problem. I refer to the matter of
adequate funding for the home winterization program now managed
through the Federal Community Services Administration. This pro-
gram provides technical and financial aid to low-income families for
the installation and maintenance of adequate insulation in their
homes. The program is an example of what can be done to conserve
fuel resources and cut fuel costs by the one-time installation of proper
insulation. Besides the energy savings, the employment generated by
the program has an important stimulative role to play in low income
and high unemployment areas.
Thus, Mr. Chairman, I would urge this committee to include a

strong recommendation for the continued funding of title 10 of the
Public Works and Economic Development Act of 1965 as amended
in the Supplemental Appropriation which will be upcoming shortly.
Further, I would urge that the program be retained in the CSA rather
than parceled out to another program.

Also, Mr. Chairman, I would suggest that the matter of home)
insulation be considered in detail as a major part of any fuel con-
servation effort suggested by this committee. Strong endorsement of
tax credits or deductions for homeowners and apartment building
owners for the costs of installing efficient, energy-saving devices and
static insulation might well be the catalyst for a broad nationwide
program of home insulation. The consequent savings of the fuels
now in short supply, the relaxation of dependence on forei• I fuel
supplies, the greater efficiency of heating and cooling mac.•• ery,
the reduced costs to consumers—especially those at the lower end of
the income spectrum and those senior citizens who want desperately
to retain their own homes—and the jobs produced for the thousands
of unemployed semiskilled men and women who could be put to work
are cogent and compelling arguments for the immediate endorsement
of this program as an important element in the overall energy crisis
resolution.
At this point, Mr. Chairman, I would like to include for the record

a statement from Mr. Glenn Brown, executive director of P.E.A.C.E.,
Inc. of Onondaga County, and president of the New York State
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Community Action Program Directors Association. Mr. Brown has
a long and intense involvement in the basic resolution of the human
problems associated with low income and disadvantaged families.
He can contribute greatly to the understanding which this committee
requires for the development of comprehensive policies and relevant
programs for all citizens who face the energy crisis.

STATEMENT OF NEW YORK STATE COMMUNITY ACTION AGENCY EXECUTIVE
DIRECTORS ASSOCIATION—TITLE X, PUBLIC WORKS AND ECONOMIC DEVELOP-
MENT ACT OF 1965

PROBLEMS AND IMPACT

Our Community Action Agencies in New York, working with the New York
State Division of Economic Opportunity and the Community Services Admin-
istration have utilized funds appropriated under the Public Works and Economic
Development Act of 1965 to implement programs designed to provide vital
services to the disadvantaged and elderly in our state. These programs have
employed more than 520 persons who had previously been unemployed or on
welfare. Over 80% of the persons employed have been unskilled, and thus among
those least able to compete for other jobs.
Examples of the programs we have conducted with Title X funds are:

WINTERIZATION

The state-wide winterization effort has insulated and weatherized more than
5000 homes of elderly and low-income people. The savings of scarce money that
formerly went for fuel enables these persons to better meet the rising costs of
other basic necessities of life, such as food and medical care. More than 60% of
the homes winterized were those of elderly or handicapped persons, those least
able to cope with the vanishing buying power of fixed incomes. The energy con-
servation made possible by this program has had impact, not only on the indi-
vidual families served, but on efforts to conserve fuel in our worsening energy
shortage. It is ironic that, in the middle of our bitterest winter of the century,
this proven humanitarian and conservation effort is facing imminent shutdown.
And, there is no other such program in place or planned to replace it.

NORTH COUNTRY CHILDREN'S CLINIC

Title X funds have been the major support of this clinic's work in four North
Country counties. The free clinic's services to children and families with no other
access to the health delivery system will be crippled without the work of the staff
members employed under Title X. And, 21 staff members will return to unem-
ployment and welfare by mid-February when Title X funds are exhausted.

Other programs throughout the state will feel the impact of Title X termination.
While we are addressing ourselves primarily to programs sponsored by our Com-
munity Action Agencies, these are only a part of the more than 76 programs
employing more than 7800 persons under a variety of sponsorships throughout
the state. Attached to this statement is a list of all Title X projects approved for
New York State.

Yet, all of these efforts, which are operational and of proven value will end
with the exhaustion of Title X funds. Employees of the programs will return to
unemployment and welfare and low-income and elderly persons will be denied
the vital services that are provided.

This is a need now!
While effective and long range solutions to the problems these Title X programs

now address will take time to formulate and implement, Title X is in place now.
Its continuation will present mass layoffs of people least able to compete for
remaining scarce jobs, and will forestall a tragic cut-off of services to needy people.
The authorization to extend Title X was enacted by the last Congress, and

the programs at the local level are operational and experienced. A supplemental
appropriation would allow the continuation of these EDA Title X efforts, save
the jobs of over 7,800 persons, more than 500 of whom are employed by our
Community Action Agencies, and allow the time to formulate a more lasting
method of supporting these vital efforts. Thank you.

as
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STATEMENT OF HON. WILLIAM H. HARSHA, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF OHIO

Mr. HARSHA. Mr. Chairman, the severe winter with its subfreezing
temperatures now being experienced all across this Nation has created
a critical shortage of natural gas.
In my district and throughout the State of Ohio, the natural gas

shortage has reached crisis proportions, with the frozen Ohio River
preventing the supply of alternative fuels, thus further complicating
an already desperate situation.

This is an• emergency condition requiring emergency measures. I,
therefore, urge swift and favorable action on the Emergency Natural
Gas Act of 1977 (H.R. 2500), which will authorize the President to
allocate supplies of gas from one interstate pipeleine to another when
the gas emergency appears to imminently affect priority 1 users—
those being residential and small commercial businesses utilizing less
than 50,000 cubic feet on a peak day.
This legislation will authorize interstate pipelines to go into intra-

state markets to purchase additional natural gas, at the free market
price. And even though intrastate gas will then be flowing into
interstate lines, no further Federal Power Commission control will be
extended to the intrastate lines.
The Federal Power Commission will be able to continue the emer-

gency sales program now in effect.
However, the national emergency we now face dictates that we

quickly approve this temporary measure to meet that emergency.
Passage of this bill will give Congress time to address the long-term
natural gas problem after the current winter crisis.

While there is not enough gas to take care of industrial plants im-
mediately, approval of a temporary measure will give us time to ap-
proach the problem in a more rational climate.
It is imperative that relief be provided immediately. Otherwise,

the supply of natural gas for homes and high priority users will be cut
as has already been the case with schools and businesses.
I urge this committee to report H. R. 2500, free of controversial

amendments that would diminish its effectiveness and delay its passage
by the full House.
Thank you, Mr. Chairman.

STATEMENT OF HON. CHALMERS P. WYLIE, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF OHIO

Mr. WYLIE. Mr. Chairman, I would like to thank the distinguished
gentleman from Michigan, Mr. Dingell, for promptly holding hearings
on the administration's emergency natural gas allocation legislation.
Except for the far Southwestern portions of the United States, we

are presently experiencing the worst winter that anyone can remember
and we still have another 60 days before relief can be expected from
the weather. Many areas of the Midwest including my own State of
Ohio have experienced the coldest temperatures in recorded history.
From what I have been able to gather this unusual cold spell has

been inflicted on the Midwest, New England, and the South by frigid
westerlies and related jet stream that have shifted far into the South
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this winter carrying frigid air out of the Arctic. What this phenomenon
means is rather confusing. What I know is that it is bitter cold in Ohio
with no immediate relief in sight. Meteorologists at the National
Weather Service contend that the below freezing, abnormally- low
temperatures are going to continue for the rest of the winter.
This situation has caused serious problems for the constituents that

I represent in central Ohio. Industrial plants in Ohio are either shut
down or in the process of closing due to a lack of natural gas. Public
schools have closed or are closing.
The crippling natural gas shortage has reduced the supply in central

Ohio to the point where there is barely enough to keep residential
buildings and essential public facilities such as hospitals at conserva-
tion temperatures of 65° or less. Certain large commercial enterprises
that are fueled by natural gas have been shut down and many small
businesses are operating on ,crreatly reduced allocations. When Ohio
energy officials estimated early in January that despite the potential
of complete natural gas curtailment to schools, business, and in-
dustry there would not be residential curtailments, they based that
prediction on a long range forecast by the National Weather Service
that temperatures would average some 20° below normal for the
remainder of this winter. Since they made that prediction daily
temperatures have averaged over 30° below normal. State energy
officials are now not certain that there will even be a gas supply for all
residential customers if subzero temperatures continue for any length
of time and conservation requests are not heeded by all consumers.
As a result of the cold and related natural gas shortages, 75,000

Ohio workers are currently unemployed. The Ohio Manufacturers
Association is now predicting that energy caused layoffs may go as
high as 500,000 employees in Ohio if no relief, either in terms of
additional natural gas or warmer temperatures, is forthcoming.
Business firms in Ohio have been very good in their efforts to convert
to fuels other than natural gas where this is feasible. Unfortunately,
even those companies that can use propane, coal, or oil as an optional
fuel have found it next to impossible in many areas to obtain supplies.

Gov. James A. Rhodes has declared an "energy crisis." This would
give our Governor authority similar to a declaration of martial law.
The situation is most critical and Ohio is on the brink of a disastrous
situation if nothing changes in terms of natural gas supplies or in the
weather.

President Carter is to be commended for promptly sending the
Emergency Natural Gas Act of 1977 to the Congress for the im-
mediate consideration which is now taking place in both the House
and the Senate.
The bill will provide for the emergency sale of surplus gas if any

can be found and will provide for the pooling of whatever gas is
available and for the allocation to priority 1 users. I asked gas company
officials on Wednesday as to whether this bill would provide the neces-
sary relief. We were told that this bill is a chance we have to take.
We can't become involved in a discussion of what has happened in
the past or what is likely to happen in the future. We have a critical
emergency situation in Ohio. It is reliably reported that Ohio is the
hardest hit of any of the States in the country. This emergency legis-
lation must be passed as rapidly as possible.
Thank you, Mr. Chairman.



47

STATEMENT OF HON. ROBERT S. WALKER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. WALKER. The natural gas shortage is a most serious problem
with the potential to cause a great deal of human misery—a fact
already becoming a reality as thousands are put out of work. Congress
must act promptly and appropriately. The area I represent—Lan-
caster, Lebanon, and Chester Counties in Pennyslvania—has been
hit hard.
On January 24, 1977, I was informed that there would be a 75-

percent curtailment of critical use, base volume deliveries of natural
gas to major industries and at least one hospital in the 16th District.
Potentially, this could mean a layoff of more than 11,000 people in
the area of Pennsylvania I represent. Already sizable layoffs have
begun.
On a larger scale, the gas curtailment altogether affected 48 large

.eastern Pennsylvania commercial and industrial firms. There is an
estimate that as many as 63,000 jobs could be affected by this gas
shortage. This curtailment became effective on Tuesday, January 25,
and will continue at least through the winter season. On Monday,
January 24, all private and public schools were closed in the State of
Pennsylvania effective January 27 to January 31. If the crisis con-
tinues, schools may not reopen at that time.
In my opinion there are two things that should be done to alleviate

this crisis. I have made these proposals in a letter to President Carter
•on January 25. The following are my specific courses of action:

1. An immediate temporary deregulation of natural gas prices on a
-short-term basis—perhaps for a period of 120 days. We may want to
further consider whether long-term deregulation is in the best na-
tional interest but as a solution to our short-term needs, deregulation
is absolutely essential to get any supplies presently available intrastate
into interstate distribution.

2. An equitable formula should be developed and put into effect
'which will permit a fair distribution of natural gas supplies to all
areas of the country with particular emphasis on those sections that
are faced with serious curtailment problems.

It is important that Congress and the President act quickly to
help solve the problems caused by the gas shortage. Failure to act or
slowness to respond, will be a failure of our duty as Representatives
of the American people.
Mr. DINGELL. Our next panel is a panel of Governors of States:

Gov. Brendan Byrne, Governor of New Jersey; Governor Briscoe,
Governor of Texas; Governor Shapp, Governor of Pennsylvania;
Gov. Hugh Carey, Governor of the State of New York and a former
colleague of ours and friend of the occupant of the chair.
The Chair notes also that three of the Governors are from con-

suming States which have already declared a state of emergency in
their respective States relative to natural gas supply and have required
certain extraordinary actions of industry and citizens within those
States and also of State agencies. We are appreciative of their attend-
ance today.

Gentlemen, if you would take your seats. We are pleased to welcome
you. You may have such of your associates as you wish at the table
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with you, and we are very pleased to recognize you as you indentify
yourselves for purposes of the record.
The gentleman from Indiana seeks recognition for what purpose?
While we seat our Panel of Governors, the Chair does request we

do have order in the room.
The gentleman from Indiana.
Mr. SHARP. Mr. Chairman, I have a letter from the Governor of

the State of Indiana to you and ask unanimous consent it be made
part of the record. The letter is simply urging us to act in this matter.
Mr. DINGELL. Without objection, the letter of the Governor of the

State of Indiana will be included in the record at the request of the
gentleman from Indiana.
[The letter referred follows]

OFFICE OF THE GOVERNOR,
Indianapolis, Ind., January 27, 1977.

MEMBERS OF THE INDIANA CONGRESSIONAL DELEGATION: I consider it urgent
that President Carter's request for emergency authority to divert natural gas
supplies to hard-hit regions of the nation be enacted by Congress as rapidly as
possible.

Despite intensive conservation efforts now under way in Indiana, certain
regions of the state continue to face serious problems with regard to natural gas
supply. Prompt action by Congress is needed, particularly in view of the pre-
dicted deterioration of weather for the coming week. It is important that the
President has the flexibility to deal with gas emergencies on short notice.
Thank you.

Kindest personal regards,
OTIS R. BOWEN, M.D., Governor.

Mr. DINGELL. Gentlemen, we will take you in any order you choose.
I guess we should start on your left and my right, We will, therefore,
recognize first Governor Briscoe of Texas and, Governor, I want you
to know I received calls from almost every member of your congres-
sional delegation, Mr. Kazen, whom you see before you. And George
Mahon and a number of our colleagues, Mr. Krueger, Mr. Eckhardt,
urging you receive courteous treatment.
From my association with you, I can assure you we can give you

nothing else. Governor, you are recognized.

STATEMENTS OF A PANEL CONSISTING OF HON. DOLPH BRISCOE,
GOVERNOR OF THE STATE OF TEXAS; HON. HUGH L. CAREY,
GOVERNOR OF THE STATE OF NEW YORK; HON. BRENDAN
BYRNE, GOVERNOR OF THE STATE OF NEW JERSEY; AND HON.
MILTON J. SHAPP, GOVERNOR OF THE STATE OF PENNSYLVANIA

Governor BRISCOE. Mr. Chairman, I appreciate the opportunity
to meet with this distinguished committee of Congress concerning
this emergency legislation.
As Governor of the State which is not only the largest producer of

natural gas, but is also, by far, its largest consumer, I am extremely
concerned about the effect this legislation, as presently drafted,
could have on the consumers of the State of Texas.
As you all well know, during the last 20 years, two separate and

distinct natural gas markets have developed: The unregulated in-
trastate market and the unrealistically regulated interstate market.
One effect this difference in regulation has laid is that for the past

it*
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few years, Texas conSinners have paid up to four times as much for
natural gas as have interstate consumers.
A higher price for natural gas has stimulated development of intra-

state gas reserves. But perhaps more important to the attraction of
risk capital than price incentives has been freedom from ever-changing
regulatory proceedings and never-ending litigation which has ac-
companied Federal price controls.
In Texas, it has been a most painful experience, but we have devel-

oped, in most instances, a dependable supply of natural gas.
To allow gas-starved interstate pipelines to suddenly enter our

intrastate market and purchase this precious commodity amounts to
nothing less than allowing consumers on other States, who for years
have reaped the benefits of low-cost interstate gas, to now reap the
benefits of an extensive drilling program which has been financed
entirely by the consumers of the State of Texas.
As we meet here today to discuss the "Emergency Natural Gas

Act of 1977," I would remind the committee that the Congress has
also considered the "Emergency Natural Gas Act of 1976" and that
of 1975, and without any final resolution. Certainly, there is a natural
gas' emergency today that has existed for many years.
In my opinion, this emergency legislation proves conclusively that

the regulation of natural gas by the Federal Government has resulted
in a disaster of unprecedented proportions. The situation that exists
today also proves once again that there is no one in or out of Govern-
ment smart enough to make price controls work for the long term
benefit of the consumers of this country.
Today, we see shortages prevalent in the regulated market and

acceptable supply demand equilibrium in the uncontrolled intrastate
system. These facts alone, I think, should be sufficient to support the
contention that there are massive economic shortcomings inherent
in a regulated market.
To treat this emergency legislation as a solution to the Nation's

natural gas problems would, as yesterday's Washington Post editoral
points out, 'institutionalize the winter gas shortage as an annual
event."

President Carter has clearly stated his support for the deregulation
of the price of new natural gas. It is a great encouragement to me to
know that the President recognizes the need to develop a long term
natural gas policy which will stimulate additional production.
Emergency legislation, such as the bill before you today, as you

well know, will not solve the Nation's natural gas problem. Texans
have always responded in times of national needs.
Let me point out one example. In Texas, there are 1,200 holes in

the bays and estuaries on State land, and 600,000 have been drilled
• in the ground looking for oil and gas; 250,000 of these are producing

today. In addition to that, during World War II, Texas furnished
75 percent of all the petroleum products consumed by the entire
allied war effort.

It seems to me the present crisis requires a national commitment.
If such a crisis is to be prevented next winter and the winters ahead,
quick and decisive action must be taken at the Federal level to deregu-
late the price of new natural gas.
I thank you for the privilege of appearing before you today.
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Mr. DINGELL. Governor, we thank you for your presence and your
very helpful testimony.
Our next Governor is a former colleague of ours, Governor Carey.

We are honored you are with us. You are recognized.

STATEMENT OF GOVERNOR HUGH CAREY

Governor CAREY. In the interest of time I need not state we are in
an emergency. I proclaimed an emergency in New York State due to
the lack of availability of supplies of natural gas and other fuels. And
I can only say the weather conditions there are severe and there is no
anticipation that we will have relief in the foreseeable future.
When I left Albany, N.Y., the State capital, this morning, it was

14 degrees below zero. As I say, the prospect of the weather coming to
our aid in terms of some relief is not one we can count upon.
I therefore, call for the swift enactment of this legislation. It does

meet the emergency insofar as that emergency can be met with this
kind of legislation. But I want to underscore what we are talking
about here is the shutdown of industrial establishments with 8,000
factories, plants, and so forth. Already industrial establishments with
nearly 100,000 employees are being shut down or have been placed out
of work in a State which ranges up to consistent figures of 10 percent
unemployment.

Industrial service in the western part of our State, as well as supplies
for homes, has reached the condition where we are indeed in a situa-
tion where human needs are not being met and the health of our
population can well be affected.
We have closed schools in the various large populations counties

of our State and, therefore, the education process of the State is being
impaired. The forecasts ahead, as I say, show us nothing but more
severe days, and we are averaging 25 percent higher than a normal
winter throughout the State, with emphasis again on the fact the
winter in western New York is the worst in recent memory, frozen
lakes and rivers, feet upon feet of snow and subzero temperatures. I,
therefore, strongly urge the swift enactment of this legislation in the
interest of public safety and welfare.
We, in New York, have done all we can at this time to cope with

the condition by using the emergency powers available to the Gover-
nor in working through our Public Service Commission.
As to the bill itself, I only ask for some limited clarification of legis-

lative intent. First, the bill refers only to the requirements of high
priority users for "natural gas" and ignores the fact distributors
serving these customers frequently rely upon other gas suppliers such
as propane and synthetic natural gas. These alternative fuels are not
considered to be natural gas as that term is defined in the Natural
Gas Act. In addition, a significant number of gas consumers, who
would be classified under the act as high priority users, have installed
facilities for the use of alternative fuels usually oil.

It seems to me that the President would not wish to find a state of
emergency in a particular area sufficient to justify his ordering emer-
gency deliveries of natural gas without also considering the possible
availability of alternative fuels for meeting the needs of high priority
gas users. It would be my hope that Congress would make their in-
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tention clear. Governors seeking to qualify for emergency assistance
under section 4(01 should be required to exhaust all available fuels.
Second, compensation features included could prove unfair to con-

sumers in States that have undertaken self-help measures to expand
their supplies by installing extremely high cost LNG or SNG facilities.
This could seriously undermine the incentive to conduct these types
of facilities in the future. We have undertaken those types of incentives
in New York State.
The bill also leaves the question of compensation for emergency

deliveries of gas to negotiation between the pipelines involved; the
President becomes involved only if they cannot agree. The pipeline
that makes the emergency delivery may well be satisfied with the price
that covers little more than $1.42 per Mcf ceiling price fixed by the
Federal Power Commission. But if the pipeline's natural gas is taken
away from a distribution company that has an alternative gas supply
and if that distribution company is compensated at the FPC price,
while the alternative supply cost is $4 to $5 per Mcf, the inequity is
obvious.
We ask you to consider particularly the long-run implications of

any such arrangement keeping in mind there is a terminal date in this
bill, and in its wisdom Congress may choose a different terminal date
in order to bring about a more equitable settlement of some of the
conditions I have described to you.
I hope, therefore, in order to meet emergency conditions, we will,

in no way, undermine the incentives for alternative fuels and, indeed,
increase, our pace of concern and incentive to reach what we have long
referred to as a solution to our comprehensive national energy
emergency.
I hold today, though, however, that the main purpose of my

being here and the overriding concern that we must all have is that
we act without delay, and I would hope that following the passage
of the bill, supplemental legislation would be considered regarding
intrastate supplies.
The most fundamental inequity that will remain following the

enactment of the President's proposals is that should it be necessary
to assist a State in meeting its priority requirements, only interstate
supplies may be diverted to the areas of need.
I think it is time that we get down to the business of negotiating

whatever we must negotiate to draw upon intrastate supplies, as well.
That is gas that is being consumed within the producing State,
particularly where that gas would otherwise be used for low priority
purposes.
We are willing to pay for it. We need it and, I hope we can increase

the supply of natural gas in the short order in the portion of failing
inequity because people are suffering.
Thank you, Mr. Chairman.
[Governor Carey's prepared statement follows:]
STATEMENT OF HUGH L. CAREY, GOVERNOR OF THE STATE OF NEW YORK
I am here today to urge strongly the immediate passage of the President's

Emergency Natural Gas Act. Our nation is clearly in the throes of an emer-
gency—one which requires this emergency legislation. This will bill permit the
President to reallocate supplies of natural gas among the States in order to,
ensure that shelter and other essential human needs are met in times of emer-
gency shortages.
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Until recently, due to limitations placed on the connection of new gas customers
and the efforts of some of our distribution companies to provide themselves
with high cost supplemental supplies of liquefied and synthetic gas, the situation
in New York was relatively better than some of our neighboring States.
However, the situation has changed, and we too are in the midst of a natural

gas emergency.
Due to progressive cutbacks in the supplies that we have been receiving from

interstate pipelines, critical supply failures, and the persistence of abnormally
cold weather, New York is now in a state of emergency, comparable to the one
afflicting our neighbors.
Some 8,000 industrial establishments, with nearly 100,000 employees are either

being shut down now or face the imminent threat of closing. Industrial service
in western New York has been cut by as much as 75 per cent leaving only enough
supplies to protect plants. A 20 per cent curtailment has been placed on commercial
Customers, setting thermostats to 55 degrees. Schools will be closed today and
Monday. Similar cutbacks are in effect in Binghamton and Olean.
The crisis once concentrated upstate, has now affected the downstate portions

of our State:Schools have been closed in Orange and Rockland counties and indus-
trial and commercial uses have been interrupted there and in New York City
and Long Island as well.
In fact, for the next five days, with the pending weather forecasts, downstate

utility companies will be curtailing industrial and commercial customers to the
point of allowing only for plant and facility protection.

Normally, so called severe winters mean a natural gas requirement of 8 per cent
greater than normal winters. But this year's requirements are averaging approxi-
mately 25 per cent higher than a normal winter. And the projections are for
continued severe cold.
The winter in western New York has been the worst in recent memory—

frozen lakes and rivers, feet upon feet of snow, and sub-zero temperatures.
• In addition to these frightening facts, the most concrete and convincing

evidence that I can personally offer in support of the President's proposal is that
yesterday evening I declared a natural gas emergency in New York State.

Recognizing that our supply situation was deteriorating rapidly with impli-
cations for the public safety and welfare, I directed that priority be given to
shelter and other basic human needs. Further, I directed the Public Service
Commission to maintain a 24-hour free telephone service so that it could respond
to emergency situations.
The situation in New York and throughout the country clearly indicates that

the need for the President's national legislation is paramount. If we had time for
scholarly reflection some changes might be in order. However, the critical need
of our people demand that the President's legislation be passed immediately.

Today, therefore, I only ask for some limited clarification of legislative intent.
First, the bill refers only to the requirements of high priority users for "natural

gas," and ignores the fact that distributors serving these customers frequently
rely upon other gas supplies, such as propane and synthetic natural gas. These
alternative fuels are not considered to be natural gas as that term is defined in
the Natural Gas Act. In addition, a significant number of gas consumers who
would be classified under the Act as high priority users have installed facilities
for the use of alternative fuels, usually oil.

It seems to me that the President would not wish to find a state of emergency
in a particular area sufficient to justify his ordering emergency deliveries of natural
gas, without also considering the possible availability of alternatives fuels for
meeting the needs of high priority gas users in that area. It would be my hope
that Congress would make their intention clear. Governor sseeking to qualify
for emergency assistance under Section 4(c) (1) should be required to exhaust
all available fuels.

Second, the compensation features included could prove unfair to consumers
in states that have undertaken self-help measures to expand their supplies by
installing extremely high-cost LNG or SN G facilities. This could seriously
undermine the incentive to construct these types of facilities in the future.
The bill also leaves the question of compensation for emergency deliveries of

gas to negotiation between the pipelines involved; the President becomes involved
only if they cannot agree. The pipeline that makes the emergency delivery may
well be satisfied with a price that covers little more than the $1.42 per mcf ceiling
price fixed by the Federal Power Commission. But if a pipeline's natural gas is
taken away from a distribution company that has an alternative gas supply and
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if that distribution company is compensated at the FAC Price while its alternative
supply costs its consumers $4 to $5 an mcf, the inequity is obvious.

Consider particularly the long-run implications of any such arrangement. In the
future, will any distribution company undertake the high costs of providing itself
with supplemental capacity, whose very purpose is to provide backup supplies in
case of need, if they know that as the need becomes extreme, it will be denied a
corresponding amount of much cheaper gas from the interstate pipelines. And what
public utility regulatory commission would permit the customers of such a com-
pany to be so burdened.

Certainly one of our most important long-run solutions to the desperate natural
gas shortages is to encourage gas suppliers to invest in additional supplemental
supplies. It would be tragic if, in order to meet ethergency situations, we seriously
undermined their incentives to do so. I urge, therefore

' 
that you make clear your

intent that compensation be at the cost of alternative fuel supplies.
- However, my final concern cannot be corrected simply with a statement of
Congressional intent. Nevertheless, I still ask that you pass this emergency
measure now. But following its passage, supplemental legislation should also be
considered regarding intrastate supplies.
The most fundamental inequity that will remain following the enactment of the

President's proposal is that should it be necessary to assist a State in meeting its
high priority requirements, only interstate supplies may be diverted to the areas of
need. During times of genuine emergency, the President should also be authorized
for the duration of the emergency, to draw upon intrastate supplies as well—that
is gas that is being consumed within the producing states—particularly where that
gas would otherwise be used for low priority purposes. The present bill, in short,
does not go far enough in embodying the principle of equality of sacrifice in time of
emergency among all the people in the country.
However, no reservations that we may have regarding this bill should stand in

the way of its immediate enactment.
It is my understanding that the Senate may pass the President's proposed

legislation this afternoon. I would also hope that the House of Representatives
will choose to suspend its rules to enable the most speedy enactment of the
President's proposal.

This bill must be passed and it Must be passed now. Later, changes and additions
can be left to the wisdom of the Congress with the luxury of more time for delibera-
tion. However, that time is a luxury we do not have today. This is emergency
legislation which begins to meet an immediate and perilous crisis that could
affect the safety, well being, and jobs of our people.
As I stated earlier, the situation in New York State is of critical proportions. I

have already declared a natural gas emergency in our State.
However, this is truly a national emergency that must be met with the Presi-

dent's national legislation. Speed is of the essence. The children in our schools, the
workers in our factories, the people in their homes and apartments cannot wait.
The President's proposal must be enacted—and enacted today.

Mr. DINGELL. Governor, thank you.
Our next panel member is Governor Byrne.

STATEMENT OP aov. BRENDAN BYRNE
Governor BYRNE. Thank you for the privilege of addressing this

committee this morning.
I believe the first judgment that has to be made by all of us—and

especially this committee in the Congress—is whether there is an• emergency. If there is no emergency, there is no need to act. If the
emergency is a minor one, we can afford to act with Caution. If the
emergency is a major emergency, I think we have to act with daring
and we have to act in a war-room atmosphere.
I suggest, as other Governors have testified, that given the situation

which exists in New Jersey and in other contiguous States in the
Northeast and the central regions of the United States, that we must
approach this situation with daring.
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That daring must include a broad program for the conservation or
the existing supply of natural gas. It must include the authority to
mobilize the entire existing supply of natural gas; as well to provide
incentive for the distribution of a supply of natural gas, and I under-
score the need to include intrastate gas in that concept.

It must include a plan for the distribution of that supply, and it must
include some concept of pricing all of that supply so that there is no
gouging as a result of a temporary, hopefully a temporary, dire.
emergency.
I suggest, therefore, that although the legislation before the Congress

is pursuant to a wise and well-intentioned objective enunciated by the
President, that there are some things that ought to be added con-
sistent with the problem as I have defined it.
The President's authority to allocate natural gas supplies under

this bill should be extended to intrastate pipelines. Second, the.
President ought to consider promptly allowing the Federal Govern-
ment to take its royalty share of natural gas produced from public.
lands in kind.
In other words, instead of a dollar royalty, to take that royalty in.

kind, in natural gas and in that, a royalty share which would im-
mediately be available for allocation or reallocation. The President
has that authority now.
To insure that no one profits unreasonably from the misfortune of

this natural gas shortage and to avoid a bidding war that will quickly
escalate the price of available intrastate supplies, the bill should be
amended to set a ceiling price of intrastate gas sold during the emer-
gency. The present maximum rate for gas sold in interstate commerce
is $1.44 per Mcf, a figure which the Federal Power Commission states
it allows for an 18-percent return on equity.
I suggest that such a price, or at most, the actual cost of product;

plus an 18-percent return, would be fair and equitable.
Finally, I do not think these synthetic supplies of fuel which States

have provided or which utilities and States have provided, sometimes
at high costs to supplement existing supply of fuel or gas, ought to be.
included in allocation orders, especially if intrastate gas is not in-
cluded in the allocation orders.
I do believe this problem has to be solved in an overall evaluation of

what our fuel supply is. In that regard, I would suggest that the
abandonment of regulation and allocation of middle distillates ought
to be reconsidered by the Federal Government.
We stand ready as a State to cooperate in all of these efforts. We

are constantly on an hour-by-hour basis having to make judgments as
to whether to cease employment by closing factories, and cease educa-
tion by closing schools, and I suggest that a proper bill from this
Congress ought to include those few items which I have outlined in
this testimony.
Thank you, Mr. Chairman.
Governor Byrne's prepared statement follows:

STATEMENT OF GOVERNOR BRENDAN BYRNE, STATE OF NEW JERSEY

Good morning. I am Brendan Byrne, Governor of New Jersey. In my judgment,
President Carter has defined the correct objectives in submitting to you this
draft legislation—that is to minimize and equalize the burden of the current
natural gas shortage on the citizens of our country.
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Yet I fear that this legislation does not accomplish what the President has
-wisely attempted to do. In that context I urge the following:

The President's authority to allocate natural gas supplies under this bill should
be extended to intrastate pipelines and they should be ordered to institute cur-
tailment plans—similar to those already in use among interstate pipeline users.
That change would enable a more equitable allocation among priority uses through-
-out the country.
I would also urge the President to consider allowing the federal government to

take its royalty share of gas produced from public lands in kind and, thus, im-
mediately begin redistributing that one-sixth share of gas among the interstate
pipelines.
To insure that no one profits unreasonably from the misfortune of this natural

gas shortage and to avoid war that will quickly escalate the price of available
intrastate supplies the bill should be amended to set a ceiling on the price of
intrastate gas sold during the emergency. The present maximum rate for gas
sold in interstate commerce is $1.44 per thousand cubic feet, a figure which the
Federal Power Commission states allows for an 18 percent return on equity. I
suggest that such a price, or, at most, the actual cost of production of intrastate
gas plus an 18 percent return, would be a "fair and equitable" rate an envisioned
in the bill and, as such, should be the statutory ceiling on emergency sales.

Finally, I don't think that synthetic natural gas produced in New Jersey from.
naphtha should be counted in our available supplies. SN G represents an ex-
tremely expensive source of energy designed for use only as a peaking supply.
To do otherwise would expose those utilities with the foresight to construct peaking
facilities to even more disastrous shortages in the event of a breakdown of such a
facility. And, there would be little incentive for future development of higher cost
sources of energy.
Mr. Chairman, we made it through the oil embargo by working together.

The discomfort of waiting in a long line at the gasoline station is nothing com-
pared to the suffering families will experience if they are forced to evacuate their
homes because of lack of heat. In order to prevent that, you must be willing to
meet President Carter's mandate to act quickly and decisively, and I believe that
my recommendations will assist that goal.

Mr. DINGELL. Thank you, Governor.
Governor Shapp, we are pleased you are with us.

STATEMENT OF GOV. MILTON J. SHAPP

Governor SHAPP. Mr. Chairman, members of the committee, I
greatly appreciate this opportunity as Governor of the Commonwealth
of Pennsylvania to testify before this committee.
I am here to testify in favor of passage of the Emergency Natural

Gas Act which would authorize the President to order emergency
deliveries of natural gas across State lines to areas suffering critical
shortages.
I stated so at a press conference yesterday at Harrisburg. However,

I am disappointed that they do not have in this act gas for industries,
nor do we have priorities set for the use of gas.
The situation in Pennsylvania has reached crisis proportions,

triggered primarily by the natural gas shortage. in the past week and
a half, I have issued two proclamations of extreme emergency.-* On January 17, I appealed to homeowners and commercial estab-
lishments in my State to cut back on their energy consumption.

Pennsylvania now has coal being used for 43 percent of its total
energy needs, and we are still protecting the environment. We have
ordered conversions to coal in many places in recent years, and I
might add that in one place, New Cumberland Army Depot in 1972
went from coal to natural gas over my objections.
The gas shortage has been aggravated by a long and severe winter

that has drained all energy sources. Unfortunately, much of our oil is
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delivered by barges on the Ohio River and these barges lie stranded
on the frozen water.
On January 26, with many plants shutting down and others threat-

ening to be closed because of lack of fuel, I ordered all primary and
Secondary schools closed in Pennsylvania. Last night, I went on state-
wide television and asked that all restaurants, all museums and
libraries, sporting events, and other nonessential activities be curtailed
at least until next Monday noon.
I am informed now that a new blizzard is sweeping in from Canada

across Erie heading to the rest of the State.
We estimate that 75,000 to 100,000 people have been laid off their

jobs in the past few days because of the fuel shortage. We face the
prospects of hundreds of thousands more workers being thrown off
their jobs within the next 10 days. We have closed schools. This is a
drastic action, but it is a matter of these children staying home or
their parents put out of work.
I believe we chose the lesser of two available evils. I hope when we

get through this crisis
' 

though, we establish a national energy policy
that will spare us this kind of devil's choice in the future.
Not since the OPEC situation developed in 1973 has this Nation

moved in that direction to establish an energy policy and no policy
exists
I consider the Emergency Natural Gas Act of 1977 a measure

necessary to get us through the current crisis. We are told the gas is
simply not there. One of Pennsylvania's suppliers, Columbia Gas, had
issued orders that all supplies to industries were to be terminated
February 1. I am disappointed that Mr. Dunham, when he was here
at the table just a few moments ago, refused to ask the question put
to him about diversion of Canadian gas because some of the gas in
the pipeline was due to go to Columbia Gas Co. and would have
helped us. How long we can forestall closing of our factories depends
upon how soon we are going to be resupplied with fuel.

Implicit in the bill before you is the fact that gas prices will go up.
The act will permit the reallocation of intrastate gas and the purchase
of interstate gas by Pennsylvania companies at higher prices if the
President considers our need to be critical.
I would follow my colleagues, Governor Carey and Governor

Byrne and hope that they would also include the intrastate regulation
as part of this bill.

Deregulation of natural gas prices would be temporary ending with
the expiration of the act on April 30. I must admit deregulation of
natural as prices, even temporarily, is a bitter pill for me to swallow.
Since this is our only option at the moment, swallow it I must. How-
ever, I will speak about that more in just a moment.
In anticipation of natural gas prices rising above the regulated

ceilings, I have asked our Pennsylvania congressional delegation and
the President to consider providing emergency income assistance to
low-income families. Their fuel and utility bills are already soaring
because of the severe winter. Higher gas prices will be an even greater
problem.
The simple way to solve this problem is to issue more food stamps to

low income families and the elderly and allow the use of these food
stamps to pay for utility and fuel bills as well as food.
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I have also written to the President asking that as soon as the
Emergency Natural Gas Act is enacted, that he declare a state of
emergency to exist in Pennsylvania so additional natural gas can be
made available.
I am submitting documents to show Pennsylvania has done all

it can to locate, reallocate, and conserve its fuel resources. For ex-
ample, the drastic closing of schools is saving an estimated 14 million
cubic feet of gas every day.
However, having said all this, now, I want to emphasize the new

power Congress may grant President Carter will not solve our problems
either now or for the future. With enactment of the emergency natural
gas bill, I would anticipate and hope that there be an investigation
by the President to get at the truth of the fuel situation and energy
situation in this country.

Fourteen months ago, I met with 10 other Governors at the White
House with President Ford. I told them that I had read reports that
gas was deliberately being withheld from the pipelines in the producing
States. I said that some gas fields actually had been capped. I asked
President Ford to conduct a White House investigation of this
situation rather than leave it in the hands of the Federal Power Com-
mission. He refused.
The people of Pennsylvania and indeed, the people of all our energy

afflicted regions, have the right to know if the current shortage is real
or contrived. We want to know if producers like OPEC oil barons are
simply holding out for higher prices. Yes we want to know if higher
prices are really justified or whether American fuel suppliers are
copying OPEC's tactics.
Frankly, I am disturbed by the gas company ads I have seen in

recent days that indicate if you raise the price, the gas will flow. For
if that is really the case, we are indeed being blackjacked, and I want
an investigation into the matter. More specifically, I want such an.
investigation carried on independently of the Federal Power Com-
mission. There has been too much criticism of the FPC being tied to
the interest of the energy companies for the public to have confidence
in any actions taken by that body.
The Carter administration will be forced to make broad decisions,

and public confidence is needed if those decisions are to be backed.
I would like to read into the record, Mr. Chairman, an advertise-

ment that appeared in the Wall Street Journal on Monday, January
10. I will read this advertisement. In a big box, "Natural gas for sale
now. Fifty billion cubic feet of natural gas available, some now, more
in December 1977. Can be moved to industries via interstate pipelines.
Let us know your needs, and we will tell you how we can supply you.
Write to Box D-357, the Wall Street Journal."
This amount of gas is one-seventh of the total amount of gas that

Chairman Dunham said could be saved by turning thermostats down
to 65 degrees. It is one-sixth of the total amount of gas used in Penn-
sylvania for home heating purposes available off the market somehow
by some body who probably has it for sale at a high price.
Eventually, we must formulate a natural energy policy that will

not permit price fixing or the withholding of fuel supplies to drive
prices higher. For if these practices are found to exist, they are cer-
tainly not in the public interest. There are many indications our
energy sources are under the control of interlocking directors with the
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same directors or their corporate partners sitting down on the boards
of gas, oil, coal and other energy companies, as well as on the banks
and other financial institutions which supply these companies with
their money. Thus, a utility can wink at a fuel price increase since the
same interests are sharing in the profits and passing the cost on to the
public in the form of fuel adjustment charges.
Higher prices for coal is driving the cost of fuel adjustment charges

to our utility companies. I want to add that during the past 2 years
alone, fuel adjustment costs passed on to the consumers in this Nation
have totaled over $5 billion, which is equal to a sum in which the
State of Pennsylvania operates its budget.
I do not want to digress too much, except to say that an investiga-

tion of our energy supply system is as necessary in the long run as
immediate passage of the emergency natural gas bill is to alleviate
our current crisis.
I hope the Carter administration will make as one of its highest

priorities a study of this entire energy situation, adopt an energy
policy for the future strength and the safety, and well being of the
citizens of this Nation depend upon such action.
Mr. Chairman, thank you very much for the opportunity of ex-

pressing my views.
[Governor Shapp's prepared statement follows:]

STATEMENT OF HON, MILTON J. SHAPP, GOVERNOR OF THE COMMONWEALTH
OF PENNSYLVANIA

Mr. Chairman, I am Milton J. Shapp, Governor of the Commonwealth of
Pennsylvania. I am here to testify in favor of passage of an Emergency Natural
Gas Act which will authorize the President of the United States to order emergency
deliveries of natural gas across State lines to areas suffering critical shortages.
The situation in Pennsylvania has reached crisis proportions, triggered primarily

by a natural gas shortage. In the past week and a half, I have issued two procla-
mations of extreme emergency.
On January 17, I appealed to homeowners and commercial establishments in

my State to cut back on their energy consumption. I also called upon the Public
Utility Commission to order an equitable redistribution and reallocation of
natural gas, electricity and other forms of energy to insure public health and
safety.
The gas shortage has been aggravated by a long and severe winter that now

has drained all energy sources. Much of our oil is delivered by barges on the
Ohio River. These barges lie stranded on the frozen river.
On January 26, with many plants shutting down and others threatening to

close because of a lack of fuel, I ordered all primary and secondary schools closed
in Pennsylvania. We estimate that 75,000-100,000 people have been laid off
their jobs in the past few days because of the fuel shortage. We faced the prospect
of hundreds of thousands more workers being thrown off their jobs within the
next 10 days.

Closing our schools for three days or possibly longer is a drastic action. But it
was either a matter of the children staying home, or their parents being put out
of work. I believe we chose the lesser of two real evils. I fervently hope that when
we get through this crisis, we develop a national energy policy that will spare
us this kind of devil's choice in the future.
I consider the Emergency Natural Gas Act of 1977 a measure necessary to get

us through the current crisis. The gas is simply not there. One of Pennsylvania's
suppliers, Columbia Gas, bad issued orders that all supplies to industry were to
be terminated February 1. By closing the schools we hope there can be a sufficient
reallocation of gas at least to maintain plant protection levels. How long we can
forestall wholesale closings of plants depends on how soon we can be resupplied with
fuel.

Implicit in the bill before you is the fact that gas prices will go up. The
act will permit the reallocation of intrastate gas and the purchase of interstate
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gas by Pennsylvania companies at higher prices, if the President considers our
need to be critical.

Deregulation of natural gas prices would be temporary, ending with the expira-
tion of the Act on April 30. I must admit deregulation of natural gas prices, even
temporarily, is a bitter pill for me to swallow. But since this is our only option
at the moment, swallow it I must.
In anticipation of natural gas prices rising above the regulated ceilings, I have

asked our Pennsylvania Congressional delegation and the President to consider
providing emergency income assistance to low income families. Their fuel and
utility bills are already soaring because of this severe winter. Higher gas prices
will be an ever greater burden.
A simple way to solve this problem is to issue more food stamps and allow their

use to pay utility and fuel bills.
I also have written to the President asking that as soon as the Emergency

Natural Gas Act is enacted that he declare a state of emergency to exist in Pennsyl-
vania so that natural gas can be made available to us.
I am submitting documents to show that Pennsylvania has done all it can to

locate, reallocate and conserve its fuel resources. For example, the drastic action
of closing our schools is saving an estimated 14 million cubic feet of gas every day.
Now we must rely on federal action.
I want to emphasize that the new powers Congress may grant President Carter

will not solve our problems completely, either now or for the future.
With enactment of the emergency natural gas bill, I would anticipate an in-

vestigation by the President to get at the truth of the fuel situation. The people
of Pennsylvania and, indeed, the people of all our energy-afflicted regions have
the right to know if the current shortage is real or contrived. We want to know if
producers are simply holding out for higher prices. We want to know if higher
prices are really justified, or whether American fuel suppliers are copying OPEC's
tactics.

Frankly, I am disturbed by gas company ads I have seen that say if you raise
the price the gas will flow, for if that is really the case, we are indeed being black-
mailed and I want an investigation into the matter.
More specifically, I would want an investigation carried on independently of

the Federal Power Commission.
Eventually, we must formulate a national energy policy that will not permit

price fixing or the withholding of fuel supplies to drive prices higher, if these
practices are found to exist. There are indications that our energy sources are
under the control of interlocking directorates, with the same directors or their
corporate partners sitting on the boards of gas, oil, coal and other energy com-
panies, as well as banks and other financial institutions. Thus, a utility can wink
at a fuel price increase since the same interests are sharing in the profits, and
passing the cost on to the public in the form of fuel adjustment charges.
I don't want to digress too much except to say that an investigation of our

energy supply system is as necessary in the long run as passage of the emergency
natural gas bill is to alleviate our current crisis.
It is important to note that since this country first became aware of an energy

crisis in 1973, we have failed to develop a comprehensive energy policy. Now the
citizens in my state, indeed all Americans, are the victims of this lack of an energy
policy.
We desperately need a rapid expansion of research into developing environ-

s mentally pure energy sources—harnessing the sun, the tides and the wind. We
must study methods of heat exchange and research cracking underground coal
economically to extract methane gas before wasting it in the mining process. And
in our eastern states, we must perfect processes for removing sulfur from coal to
meet clean air standards.

• Such research would make us less dependent on foreign oil and natural gas and
lessen threats to our economy by the OPEC nations and our own oil and gas com-
panies. And I am confident that such research can be accomplished within a short
amount of time. The ingenuity of Amercian scientists and researchers speaks for
itself. We have only to set the projects in motion.
I would like to compliment President Carter and his new administration most

sincerely for their rapid response to our current crisis. It has been little more than
a week since President Carter was sworn into office and now he faces a job-destroy-
ing energy crisis that is being stamped onto an already bad unemployment situa-
tion. His swift response has given us proposed legislation that will be a critical
first step in extricating ourselves from this energy shortage. I urge you to enact
this legislation swiftly.
Thank you.

85-719-77-5
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Mr. DINGELL. Governor, the committee thanks you for your pres-
ence and your very helpful testimony.
The Chair is going to extend courtesy to some of my colleagues who

are members of the full committee but not members of the ad hoc
committee. The Chair is going to recognize the gentleman from Texas,
Mr. Eckhardt, for brief comments and questions.
Mr. ECKHARDT. We are certainly glad to have you, Governor

Brisco. I know you have given a lot of careful thought to this question
long before this hearing. We are glad to have your comments here.

Governor, I can understand some of the feeling of those from areas
north of us. I was thinking, when I came to this hearing, of Thornton
Wilder's plan, "The Skin of Our Teeth." I just happen to have the
book. It says, "Mrs. Antrobus: What about this cold weather? Tele-
graph Boy: Of course, I don't know anything but they say there's
a wall of ice moving down from the north, that's what they say. We
can't get Boston by telegraph, and they're burning pianos in Hartford.
Mrs. Antrobus: What are people doing about it? Telegraph Boy: Well,
uh, talking mostly."
I suppose some of the Governors here feel we are talking mostly,

that we ought to do something. But I would hope they will also
understand our problem, particularly, with respect to section 6 of this
bill. Because I think it is also their problem.
That is, if we permit a mix of new high price gas without control

into the total interstate mix, it could carry a price around $3 or more.
And ultimately, if we set that pattern until August 1st, it seems to me
our Northern friends are going to be in the longrun in the same
position that we in Texas will be in immediately.

It would tend to bid up the price of intrastate gas from a present
figure of about $1.75 average last year to $3 or more. Perhaps we
could solve that and perhaps we could find some agreement in this
panel on that proposition. Would you care to comment on that
general subject?

Governor BRISCOE. Mr. Chairman, Congressman Eckhardt, I think
from earlier discussions with you, you are working on some amend-
ments that would help take care of that situation. It is a very real prob-
lem, the triggering of renegotiations of existing contracts, the upping
of prices in the intrastate market. This is what concerns me about this
legislation as presently drafted, the effect it would have on the con-
sumers of Texas, who have been paying in many cases about four times
as much for natural gas as those receiving natural gas from the inter-
state lines and in the interstate market have been paying.
I would not like  to see that compounded.
Mr. ECKHARDT. What has been thought about in this connection is

in section 6—I address these remarks to the other Governors as well—
is a provision permitting reasonable prices to be charged for intrastate
gas moving into interstate commerce with a definition of reasonable
prices as meaning, (a) the average new contract price for 1976 in a
particular State in which the gas is produced or, (b) a price not more
than 30 percent higher than that provided in (a) above if the President
finds that such high price is necessary to effectuate the purposes of this
act.
Now, that would permit prices at around $2.14 at the highest rate,

but would prohibit the price from going, say, to $3, $4 or any figure. I
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would think that would be very helpful to Texas. Would you not feel
that to be the case?

Governor BRISCOE. Yes.
Mr. ECKHARDT. I wonder if Governor Shapp of Pennsylvania might

also have some concern, too, about some control on the price of gas
flowing in from intra- to interstate markets?

Governor SHAPP. I indicated that I support what Governor Carey
and Governor Byrne have suggested and that the intrastate gas be
regulated the same as interstate.
Mr. ECKHARDT. That might be a little stiff. You might not get much

gas that way. I would like to move that way myself, but I am trying to
work out some practical solution.

Governor SHAPP. If you are just talking price regulation, it might
be one thing, but if you are talking about allocation on a fair and equi-
table basis, as we are going to have to do in this Nation, because we are
in short supply on many things that there be allocation just like we
have for gasoline a few years ago, then, true, the price might come up.
As I indicated in my statement, I expect the results of this bill will

be to have higher prices, but at least it would then be on a fair, equi-
table basis clear across the country without one State having the rest of
the States by the neck.
Mr. ECKHARDT. Governor, I was not suggesting that we eliminate

the provisions of section 4 of this bill that deal with allocation.
Mr. DINGELL. The time of the gentleman from Texas has expired.

The Chair thanks the gentleman.
The Chair observes we have here also the members of the committee

who do have their Governors present. The Chair observes Mr. Walgren
is present.
Mr. WALGREN. I certainly want to say my thanks to the Governors,

particularly Governor Shapp, for representing the people of Pennsyl-
vania Here. I think Governor Shapp's statement goes well beyond
the current crisis, but that we are faced with what may very well
be a Hobson's choice in the near term. I hope that in the amending
of this bill and the consideration of the bill that the committee gives,
we can consider some of the very direct relief or provide for some
direct relief for people who are living on fixed incomes that are going
to suffer because of the crisis that we are presently facing. So, I
particularly want to thank my Governor for bringing that point
so clearly to the front.
Mr. DINGELL. The Chair observes we have here Mr. Marks, a

member of the committee. We recognize you and welcome your
Governor.
Mr. MARKS. May I also welcome you, Governor Shapp, and the

other Governors this morning and say we appreciate what you have
done in this crisis. The fact you have worked so steadily and so very
hard to alleviate the condition, I can assure you we members of the
Pennsylvania delegation, both on and off this committee, are going
to be working day and night to see to it we give you some help from
down here. We appreciate very much you coming down and wish
you good health.

• Mr. DINGELL. The Chair thanks the gentleman.
The Chair observes we have here also Mr. Kazen.
Mr. KAZEN. Thank you, Mr. Chairman.
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' In trying to save time, I would rather have the committee have
the time. I will have my chance later.
Mr. DINGELL. The Chair thanks the gentleman.
Mr. Pattison, one of our colleagues, also a Member of the House,

but not a member of the committee.
Mr. Hughes? Mr. Hughes was here a minute ago.
Governor Briscoe, I observe with certain curiosity your position

here. You express opposition and concern to segments of the emergency
bill, your support for deregulation. I am curious; you opposition to
the bill seems to lie on the grounds it would deregulate certain purchases
coming out of the intrastate market in Texas and other States and at
the same time, you express concern over the consequences of inter-
state pipelines bidding for supplies of intrastate gas and yet, I observe
the same results would occur under deregulation which you appear
to support.
You have those two threads in your statement. I am curious.

They seem to be a little dissident when I read them.
Governor BRISCOE. Mr. Chairman, the temporary relief offered

in this temporary legislation would in no way attract additional
risk capital to finding new reserves. The point I would like to make
is, to find those new reserves, to bring them into production requires
confidence in the future as to the Federal Government not being in the
regulatory procedure that it has been in since 1954.
I think the situation that exists today has been pointed out in many,

many studies that have been made, even going back to the Paley
Commission of 1952, which was appointed by President Truman and
reported back to President Eisenhower.

This bill would give no incentive to find additional reserves. It
would not, in any way, encourage the drilling of another well. In my
opinion, once again, as we have discussed in the past, that could be
done only through the deregulation, and by that, it would have to be
on a permanent basis to attract the necessary risk capital to find new
reserves.
Mr. DINGELL. I think your comments point out, we do not have a

simple, easy solution to your problem. I am forced to the conclusion
that deregulation poses many of the same problems, including stresses
and strains on the intrastate market, which would be penetrated by
a very large market demand from the interstate market.

Governor BRISCOE. Mr. Chairman?
Mr. DINGELL. Yes.
Governor BRISCOE. Pardon me, go right ahead.
Mr. DINGELL. Go right ahead. You had a comment.
Governor BRISCOE. I was going to comment this: I have stated at

the National Governors' Conferences, from the point of view of a
producing State, there are disadvantages to that State to deregulation,
and we have to recognize that. But at the same time, I think it is the
only national policy that will produce additional supplies of natural
gas for all of this Nation.
Mr. DINGELL. I thank you.
The Chair recognizes the gentleman from Indiana, Mr. Shapp.
Governor SHAPP. I would like to submit this for the record, Mr:

Chairman.
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Mr. DINGELL. It will be inserted in the record. The Chair has
received a large number of communications from colleagues and
interested citizens.

Without objection, they will be inserted in the record at the appro-
priate place.
[The document referred to follows:]

GOVERNOR'S STATEMENT AT PRESS CONFERENCE, JANUARY 27, 1977

The following is a statement issued at a press conference this morning by
Governor Milton J. Shapp:
This morning I am forwarding to Washington applications for relief for Penn-

sylvania in two separate categories.
First, I am asking President Carter to divert natural gas supplies to critical

areas of Pennsylvania from less hard-hit areas of the country.
This petition follows the action taken yesterday by the administration in

sending to Congress an emergency powers bill.
Congressional leaders believe this bill can be passed and signed by early next

week and it is my feeling that action under this new law will provide the quickest
and most effective relief for Pennsylvania. I am also contacting each member
of the Pennsylvania congressional delegation and urging their support for this
vitally needed measure.
In addition, I am asking that Congress and the President give most serious

consideration to providing emergency income assistance to low income families
who are being hard-pressed by rising fuel and utility bills during this severe
weather.
Under the new administration bill, Washington contemplates allowing purchase

of natural gas at prices above the regulated ceilings. This will further aggravate-
the situation for those low income families, and any action to allow higher prices -
should be accompanied by consideration of the effect this will have on those-
families.
I want to emphasize that the new powers congress is preparing to grant Presi-

dent Carter will not solve our problems completely for either the short haul or the.
long range. But I did find a positive attitude in Washington yesterday and I am
optimistic that with cooperation from the federal government, and from businesses
and residents here in Pennsylvania, we will be able to get through this crisis.
As an example of the efforts already being made, the action I took yesterday

in closing our schools will save an estimated 14 million cubic feet of gas every day.
Columbia Gas had already issued orders that all supplies to industry were to

have been terminated February 1st. Under this situation, many of our industrial
plants would have gone out of business, and others—particularly steel and glass
plants—would have taken several weeks to get back into operation when supplies
of gas were finally restored. Hundreds of thousands of Pennsylvanians could
thus have been unemployed for lengthy periods.
I am told that by reallocating this gas, our industrial plants may not be able to

continue production at this time, but they will be able to maintain plant protection
levels so that plant rehiring will be facilitated when new sources of gas are available.

This crisis is by no means passed, in fact the most severe test may come this
weekend. But with continued operation throughout the State, we hope to avoid
any major disruptions.

Mr. DiNamAL. The chairman recognizes the gentleman from
Indiana, Mr. Sharp.
Mr. SHARP. I wonder if the Governor from Texas would wish to

express himself on the question of whether we should allow, as the bill
will allow, the passage of gas through an intrastate pipeline in order to
move it more efficiently from the source to the interstate pipelines,
obviously a temporary emergency purchase operation. I do not
believe your testimony got into that question. I understand it is
going to become an issue either in our committee or the Senate.
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Governor BRISCOE. The movement of interstate gas through an
intrastate pipeline and thereby not, as it would now, subject the
intrastate pipeline to Federal Power Commission regulation. I think
the bill would provide that that would not be the case.
I would think that could be done without it being mandatory if the

legislation provided that it would not subject the intrastate pipeline to
becoming subject to Federal regulation.
Mr. SHARP. It is my understanding this legislation clearly states

that no provisions of this bill shall force anything outside the jurisdic-
tion of the Federal Power Commission to suddenly come under the
jurisdiction of the Federal Power Commission for all time, which is the
natural fear of any intrastate pipeline or producer.

If I understand you then, given that safeguard, there is no real
difficulty in your mind of using the intrastate pipeline where there is
excess capacity, obviously, not in place of the passage of intrastate gas
that is needed?

Governor BRISCOE. I can see no problem with that, sir. If it actually
is effective, if the intent of Congress is effective and the courts did not
hold otherwise.
Mr. SHARP. Thank you, Governor. I appreciate your testimony and

the other Governors. I yield back the rest of my time, Mr. Chairman.
Mr. DINGELL. The time of the gentleman has expired.
The Chair recognizes now the gentleman from Ohio, on his own

time.
Mr. BROWN. Governor Briscoe, you indicated you think this bill is

not going to be effective in resolving the national energy emergency
we now face. You say President Carter has clearly stated his support
for the deregulation of new natural gas. Why do you suppose he has
not come forward with a restatement or a statement of that policy?

Governor BRISCOE. I could only, of course, base the statement that I
made upon the statements made by Governor Carter during the
campaign.
Mr. BROWN. Are you referring to the Boren letter?
Governor BRISCOE. Yes; exactly.
Mr. BROWN. Any other commitments made in that area?
Governor BRISCOE. The policy statements made in Texas on several

occasions, the letter you referred to, a letter also sent to me,' and I
think to other Governors which is a very clear and very positive and
I think a very fine statement of the resolution of the national gas
shortage on a long-term basis.
Mr. BROWN. But you do not know why he prefers this short-term

approach which you think will not address the problem adequately?
Governor BRISCOE. No, sir, I cannot answer that.
Mr. BROWN. Governor Byrne, 16 months ago when you testified

before this committee, you said, and I quote:
I support in this statement the 180-day concept of allowing major consumers of

natural gas to purchase on the intrastate concept—

Free market—
I try to then make some distinction between the short-term solution to the

critical problems that affect our State and the Nation and the short-term and the
long-term solution. I urge, in making that point, that the Congress, the administra-
tion and the people of this country not panic into using a critical situation in
1975-76 for an ill-conceived and improper long-term solution to the natural gas
problem that we have in this country.

See letter dated Feb. 28, 1977, with attachment, p. 168.
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That was 16 months ago. You went on to say:
I think the price spread between interstate gas and intrastate gas is now suf-

ficient that we would be justified, and I think your committee chairman has a
bill to this effect, we would be justified in holding that price by legislation.

The price was then 52 cents in interstate markets, and the intrastate
market was then $1.60; that is a spread of $1.08.
Now the price allowed by the Federal Power Commission is $1.42 in

the interstate market and $2 in the intrastate market. You support
now with your testimony a price ceiling of $1.44. Do you think that is
the price at which we will get sufficient gas, or has your position
changed in some way?

Governor BYRNE. I do not think it has changed. I think the Federal
Power Commission pricing as of today allows for an 18-percent return
on equity. I think an 18-percent return on equity ought to be sufficient
incentive to explore for natural gas.
Mr. BROWN. Then we do not need the short-term measure; is that

correct?
Governor BYRNE. Let me tell you what I think, and then you can

conclude what you want. I think there is presently incentive to explore.
I spent a couple of days this week down in Houston. I think they are
exploring for natural gas. I think they are then making the judgment
as to whether to put it in an intrastate market or interstate market.
Mr. BROWN. You said, though, 52 cents was sufficient 16 months

ago for that too, did you not?
Governor BYRNE. Yes. I think if 52 cents represented an 18-percent

return on equity, that certainly was sufficient.
Mr. BROWN. Maybe we ought to keep the price at 52 cents and never

mind the $1.42 that the Federal Power Commission says is appropriate.
Do you think the emergency is now sufficient that we ought to

look at the long-term solution, or should we just go for a short-term
answer?

Governor BYRNE. I think we ought to look for a long-term answer.
Mr. BROWN. Thank you, Governor.
Governor Carey, I have an ad that is not the same ad as Governor

Shapp's. It reads: 'Natural gas to burn for industrial use. For member-
ship in the exclusive Auburn Industrial Country Club Park contact
Mayor Paul W. Lattimore, Chairman, Auburn Industrial Develop-
ment Authority, Memorial City Hall, Auburn, N.Y." And then a
phone number. Does that infer that there is plenty of natural gas in
Auburn, or in the State of New York?

Governor 
N.Y.,

REY. Auburn's mayor, Mayor Lattimore, has been a,
very venturesome mayor and is very knowledgeable on energy mat-
ters. He has a limited supply of local natural gas from a basin in that
very limited area.
Mr. BROWN. At what price would he sell that to us in Ohio 
Governor CAREY. I do not think he has enough to sell it to Albany

County, let alone to Ohio.
Mr. BROWN. But he is advertising.
Governor CAREY. Mayor Lattimore is a venturesome man who has

attracted industry to his city and his area. He has been able to do it
because of his promotional efforts. But that does not indicate that
we have a surplus of natural gas, excepting in that limited basin area.
By using that, he has been able to attract building of a Japanese-
financed 
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Mr. BROWN. Do you know the price of the natural gas he has
available?

Governor CAREY. I have no idea
Mr. BROWN. Is it intrastate or interstate?
Governor CAREY. It is intracounty.
Mr. BROWN. SO it has a market price, is that right?
Governor CAREY. He has a market price.
Mr. BROWN. Is it available at a market price, but you are short in

the interstate market?
Governor CAREY. Of course.
I point out also, as I mentioned in my testimony, we have gone to

what Governor Byrne called the exotic fuel. Huge investments have
been made to bring in SNG, and that is being fed 
Mr. BROWN. At what price?
Governor CAREY. At cost much above the interstate price at this

time.
Mr. BROWN. Are they above the intrastate, the present market

price?
Governor CAREY. Yes.
Mr. BROWN. Could you tell me what they are?
Governor CAREY. $4 to $5.
Mr. BROWN, and you are filling in your shortage of natural gas

with $4 to $5 of synthetic gas?
Governor CAREY. Yes, and we are running out of that very quickly.
Mr. DINGELL. The time of the gentleman from Ohio has expired.
The Chair recognizes now the gentleman from Texas, Mr. Krueger.
Mr. KRUEGER. Thank you, Mr. Chairman.
We are very pleased to have you here, Governors, and in particular

I have great personal pleasure in seeing you here, Governor Briscoe.
I would like first to look at the testimony of Governor Byrne of

New Jersey, because I see, Governor Byrne, in your testimony that
you say you would like to see $1.44 per thousand cubic feet be the
statutory ceiling on emergency sales of natural gas.
In your next paragraph you proceed to say that you think that

synthetic natural gas, which you have produced at great capital
investment cost, should not be counted in with your total supply,
because that is something you have at home. You, in your testimony,
indicate that you would like very much to reach down into Texas
and Louisiana, where the consumers of those States, as Governor
Briscoe has so aptly stated, have through their financing, through
their willingness to pay a price three times as high as you are willing
to pay, have financed natural gas at or above $1.42 and have brought
it in.

If I understand your testimony correctly, Governor, you are saying
you would like to hold on to your synthetic gas, which costs you $3.50,
but that gas which may have cost Texans $1.75 to bring in, you
would like for us to share with you at $1.42.
Now frankly, I do not find that a very attractive argument, and I

do not find it even particularly unselfish. We, in our State, have been
willing to share one-half of the gas we produce with other States.
There are, of course, those who suppose that an 18-percent return on
equity capital can always be found, but there are also people who
suppose you can fish in any lake and catch the same number of fish.
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The fact of the matter is that drilling in some spots brings in oil
and gas, and drilling in other spots does not. It is very difficult. You
may, on an average, get an 18-percent return on your fishing, but you
need not always get so in every lake, or in every oil patch.
I am struck by the fact that Governors Shapp, Byrne, and Carey,

all three would like• to see us share our intrastate gas with them;
whereas in fact, we have found that gas because we have been willing
to pay for it.
I wonder, Governor Shapp, what kind of situation we would be in

in Texas if we felt that somehow we should be able to buy steel for
about a third the price the people in Pennsylvania pay. Perhaps the
Federal Government could put Federal price controls on steel, and
every time the steel left, it would cost 52 cents and perhaps if it
stayed home in the State, it would cost $1.30 or $1.40. Sooner or
later we would run out of steel. All you would have to do is pay us as
much for the steel as we do ourselves.
I might say, "You are withholding steel. The steel barons in

Pennsylvania are withholding the steel from the people in Texas."
That is the kind of argument that I have heard today when you say
that producers are like "OPEC oil barons," and it seems to me that
what we need to do is to try to take a broader look than a provincial
one.
We in our State are very pleased to share our supplies. We are

proud of the fact we are able to fuel a great part of the rest of the
country. All that we have asked is that others pay us something
like as much for our product as we pay ourselves. We think that is not
an unjust request to make.

If I might, I should like to turn to some specific questions with
regard to the testimony that has been made today, particularly with
regard to the question of an intrastate system that should be drawn
in and come under the same distribution and allocation controls as
the interstate system.
Have you been happy, as such, with the interstate system that you

have found? I should like, first, to ask Governor Carey.
Governor CAREY. Not entirely. In fact, I recognize in the emergency

condition, the Federal Power Commission will administer this program
because they possess the relationships with the pipeline companies
and so forth.
But frankly, I would like to see action by the PEA and Mr.

Schlesinger in oversight of this program as it moves forward and
produce a better system for sharing the resources.
We do not quarrel with paying the price that you are paying for

your interstate supplies in our part of the country. What we do not
want to see, however, is have interstate availability resources with-

• drawn from our State so we have to somehow get more $4 and $5
per thousand cubic feet product moving throughout our State. We
are running out that level.
Mr. KRUEGER. I understand that, Governor Carey.
Governor CAREY. What is wrong with some system under FEA of

seeing what a uniform national pricing system would produce that
would not go very far above what you are paying right now.
Mr. KRUEGER. I would concur with you that it is worse to pay

$5 for synthetically produced gas than to get gas at a lower price.
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I would like to observe for the record that on an average of $3 paid
by a New York consumer for natural gas, $2.30 goes to the distribu-
tion system inside the city of New York, 40 cents on average goes to
the transportation to bring it from Louisiana or Texas, 30 cents on
average goes to the producer, in the State of New York. On average,
10 percent goes to the producer; the other 90 percent goes elsewhere.
Governor CAREY. When you are talking pipeline economics, you

do not lose me because, believe me, we want to see more gas flowing
through the pipeline that can accommodate more gas that will help
amortize the cost of the pipeline and eventually will have a lower
overall cost of gas, because we will have something in the empty—
Mr. KRUEGER. My judge to the left is waving his gavel, and I

thank the chairman for the time.
Mr. DINGELL. The Chair recognizes now the gentleman from

North Carolina, Mr. Broyhill.
Mr. BROYHILL. Mr. Chairman, I would hope that Governor Carey,

as you utilize the authority you have and your conservation com-
mission there, you would be halting all burning of gas for boiler fuel.
I am thinking for industrial purposes. It seems to me that is a waste
of fuel.

Governor CAREY. We do not have any boiler fuel for industrial
purposes being burned now.
Mr. BROYHILL. In the New York Times—I do not know what kind

of gas this is, whether this is gas over which the FPC has control or
whether it is gas 

Governor CAREY. Are you talking about the Auburn gas supply?
Mr. BROYHILL. Right. Whether that is 533 gas or what.
Governor CAREY. That gas supply would be consumed in Green

Point, Brooklyn, in 1 day. That is a very limited supply of avail-
ability. That is a very ambitious and able mayor trying to attract
industrial customers to a place of relatively high unemployment.
Mr. BROYHILL. In our State the utility commission has taken action

to try to 
Mr. BROWN. Will the gentleman yield?
Do you have the authority to allocate that surplus gas to the area

in Brooklyn you say is short?
Governor CAREY. There is no surplus gas.
Mr. BROWN. It is advertised for sale, and apparently it is surplus

over their needs in that community. Do you have authority to allocate
that to Brooklyn where you say it is needed?

Governor CAREY. Yes; we do.
Mr. BROWN. Have you done that?
Governor CAREY. We do not have a pipeline to go from Auburn to

Brooklyn.
Mr. BROWN. You cannot get it there?
Governor CAREY. No; in fact, there is not that much. Our drilling

has produced just about enough to accommodate some industrial
needs.
Mr. BROYHILL. Do you have authority to halt these hook-ups 
Governor CAREY. We have done that. We have taken all those steps

because we were well aware this day would come. We have brought
in the alternative sources I spoke of, synthetic natural gas at $4 and
$5 per thousand cubic feet.

.4
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Mr. BROWN. The legislation before us gives the President of the
United States the authority to require an intrastate system to build
distribution facilities so that presumably, the gas could be transmitted
to some place if there was a need if it was an intrastate system serving:
the interstate market.

Governor CAREY. The LNG we have that is located in Brooklyn,
that comes in from Algeria.
Mr. BROWN. I am talking about this natural gas supply you have in

surplus in one part of New York that might be able to help another
part of New York.

Governor CAREY. I am not trying to be facetious. I believe that
amount of natural gas would evaporate in this room in about 3 hours.
Mr. BROYHILL. I yield to the gentleman from Texas, Mr. Krueger.

a Mr. KRUEGER. Thank you.
I have one question. That is, I observe the attorney general in New

York, on 19th of August 1976, sought to block offshore drilling off the
State of New York. And at this time he testified, and I quote: "There
are adequate domestic oil and gas reserves in the Gulf of Mexico and
elsewhere which should be developed first."
I just wonder whether that is also the position of the Governor of

New York or whether that is only the attorney general's? That is, it
is all very well to drill in other parts of the country, in the Gulf of
Mexico, where there are adequate reserves, but let's not drill off New
York shores.

Governor CAREY. The attorney general of the State of New York
is an independently elected official who exercises his functions as he
sees fit. He initiated that action.
The Governor, as far as my position is concerned, when the circuit

court of appeals found the Federal preeminence was clear in the law,
we did not pursue, as far as I am concerned, the suits any further.
There are two counties, however, maritime counties, Nassau and
Suffolk, that have continued to exercise their rights legally to challenge
the Federal outercontinental shelf exploration. But the State is not
opposing them.
Mr. KRUEGER. I thank the gentleman for yielding.
Governor CAREY. By the way, in terms of this matter of natural gas

indigenous to the State of New York, our total potential, geologically
and every other way determined, does not amount to more than 1
percent of our total needs.
Mr. BROWN. Mr. Chairman, if I can get the gentleman to yield to

me so I can make Governor Shapp feel better.
Mr. DINGELL. The time of the gentleman has expired. If that is the

question, you may so make the Governor feel better.
Mr. BROWN. My comment to the Governor is, I am someone, as

is he, that comes from a State that has oil. If we had a market price
and the natural gas got too high, would we not be able to gasify coal
and perhaps send it back to Texas someday when they run out.

Governor SHAPP. I have been trying to get ERDA to finance a
research program for gasification of coal. I have been trying to get
ERDA to finance a program to crack the coal seams in the ground of
Pennsylvania and release the methane gas before mining and blowing
all that gas into the wind as we do. I would like to see coal developed.
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We also want a research program. We know how to take sulfur out
of coal. We want to do it on a larger scale. I have not been able to
get the present administration to move one inch in any direction:
Mr. BROWN. They had a proposal in for the gasification of coal.

My colleagues in Congress turned us down, too.
Mr. DINGELL. The time of the gentleman has expired.
The Chair recognizes the gentleman from Connecticut, Mr. Moffett.
Mr. MOFFETT. Thank you, Mr. Chairman.
It is always interesting, in regard to the question asked of Governor

-Byrne—I think this is the exact quote the gentleman of Ohio said—do
you think that is the price at which we will get natural gas? That is
the way the question is usually framed.

It is very interesting because it paints, I think, an accurate picture
of how we are being held hostage. I think that is what you were trying
to say. You were asked to respond to a question about whether you
should have held to your guns at 52 cents. It is interesting to look at
the settlement in the South Louisiana case, which I think was July
of 1971, which several major producers announced $6.23 was accurate
through 1977. That should be, I think, said for the record.

Second, my good friend from—and I mean it; we say that a lot
around here—my good friend from Texas to my left talks about the
consumers' willingness to pay those prices in Texas. We do not really
know about that willingness to pay those kinds of prices down there.
I might ask, I asked an earlier question about advertising, is there

advertising going on in any of your States to attract new customers
to natural gas?

Governor Carey, you say no.
Governor CAREY. No, we are not advertising. We are advertising

the fact we must do more than we have been doing as a region to cope
with our overall energy sufficiency and that is why we formed the
Regional Energy and Development Corp. among the States of New
England and Jersey.
Mr. MOFFETT. I am talking about distribution companies advertis-

ing for new customers.
Governor CAREY. With minor exceptions such as the one quoted

'here that come under the first amendment, we prohibit that kind of
enticement.

Governor SHAPP. In 1972, we took our first action. I think by the
end of 1972, early 1973, all such advertising by the gas companies
ended in that respect.

Governor BYRNE. There are two ways of prohibiting advertising.
One is to consider advertising a below-the-line item, which we do in
New Jersey and issue an order prohibiting entirely. The utilities have
responded in New Jersey to a below-the-line concept.
Mr. MOFFETT. Governor Briscoe, would you agree with respect to

President Carter's campaign statements regarding natural gas, that
those statements are broad and general enough to cover the kind of
deregulation bill that the House passed last year, which included
regulation of intrastate?

Governor BRISCOE. No; I would not. Absolutely not.
Mr. MOFFETT. I think, and I know he has been criticized to it, I

will try to use it to my advantage here. I think the statement was
sufficiently broad to allow that conclusion. I may be wrong. You do
not agree with that?

a
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Governor BRISCOE. No; absolutely not.
Mr. BROWN. One of us is wrong.
Mr. MOFFETT. One of us is wrong, the gentleman from Ohio says.

I think that is correct.
I was reading over last night some very old debates on the issue of

deregulation. And a wonderful Republican Senator named Aiken
said in 1950 that economic coercion on Members of Congress is
certainly not the sound basis for determining public policy.
I am very grateful some of you have implied that, at least in your

statements today, and that we ought to take a good look, particularly
as Governor Byrne pointed out, at the windfall that will come from
this and other aspects of this plan.
We may try to solve the unemployment problem with regard to

people getting out of work now and at the same time create more
unemployment through the windfall prices.
I appreciate your testimony.
Mr. DINGELL. The Chair thanks the gentleman from Connecticut.
The Chair observes Governor Byrne was responding to a question

from one of my colleagues about long term and short term. I was
rather interested by his answer. I do not think you finished.

Governor, would you like to continue that?
Governor BYRNE. It is a unique opportunity that has never been

offered to me by the Congress of the United States.
Let me do it by an example, if I may, Mr. Dingell. They are going

to start drilling for oil offshore in New Jersey, off Atlantic City. There
have been leases purchased by major oil companies. The drilling is
going to start in April or May. They have no idea up there whether
they are going to find oil or gas.

Logically, they are going to find both, but in what combination,
they have no idea at this time. Whatever they find, and they are
going to bring it in because they paid for the leases. So whether natural
gas prices are subject to regulation or are completely deregulated,
that gas is going to be brought in and is going to be put on the market.
I respectfully suggest that in the long term, that a great deal of

this natural gas is coming from lands which are owned by, we, the
people and that we have a right to have that gas priced on a regional
basis. The alternative is to price all fuel at a Btu basis, and in that
scheme, natural gas will be a premium fuel and, therefore, command
premium prices. It is our land; it is our gas. We have a right to that
gas at a reasonable price.
Mr. DINGELL. The Chair does thank you very much for that

comment.
Gentlemen, you have here each as the Governors of your States

and the representatives of the people who elected you and the people
whom you serve. To reiterate briefly some of the questions and
concerns that I had directed to the Federal Power Commission, let
me ask you this question so we can get your appreciation of where
we are and how we are with respect to the legislation.
On the basis of information available to you, is it fair to say the

current situation is likely to get worse before things get better, even
if the weather is normally cold through the remainder of the winter;
and, the emergency will certainly get much worse, and rapidly so,. if
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the unprecedented weather continues for any period. Is that your
appreciation, gentlemen?

Governor SHAPP. I would agree with that statement. We are losing
so many jobs now. I am afraid some of the marginal industries may
not even open. It is a very worrisome situation we face in Pennsyl-
vania, and we will not know the effects of this over a period of time.
But I stated the day before yesterday to some of my legislators and
the press up in Harrisburg that the economic impact with this gas
shortage is going to be far more devastating to the economy of Penn-
sylvania than was Hurricane Agnes.
Mr. BROWN. Would the gentleman yield?
Mr. DINGELL. I will yield to my good friend.
Let me ask Governor Byrne if he has a comment he would like

to make.
Governor BYRNE. I agree with Governor Shapp on that question.
Mr. DINGELL. Governor Carey?
Governor CAREY. The situation is extreme now. It can get worse.

We do not see any prospect that it is going to improve because we
are running our SNG plants, which we must do to alleviate the con-
dition, of 115 percent of capacity.

Governor BRISCOE. It is even an extremely cold winter way down
in Texas. This has increased gas consumption over that of a normal
or warm winter.
Mr. DINGELL. I will be glad to yield briefly.
Mr. BROWN. I might say to the Governor of Texas, apparently

the advantage you have is that you do have the gas.
I would like to ask the three Governors from the Northeast if they

have any concern about the prospect that industry in their State
requiring gas might move south where they can get gas, should this
situation continue.

Governor SHAPP. One feature of the bill which lulls plant main-
tenance, keeps it for operation 
Mr. BROWN. Keeps the pipes from freezing.
Governor SHAPP. Also some of the molds and other things in the

industry. I can rest assured that the aggressive sales organizations
of the Southern States and the gas producing States are already in
contact with Pennsylvania companies telling all the great advantages,
including one advantage: we have gas. It may cost you a higher
price here, but your taxes will be lower. So it offsets each other.
Our garment industry is already being hit that way.
Mr. DINGELL. The Chair has tried to respect the gentleman's

time. I have just a little bit here. I am trying to treat myself less
fairly on the time than my colleagues. We have witnesses and others,
and we are now behind time.

Gentlemen, the Chair thanks each of you. We are honored and
grateful you have been here. We take from your presence the hard
judgment that you feel this mat ter is of the utmost urgency and you
urge expeditious consideration.
We thank you, Governors, for your kindness and courtesy for

• being with us today.
The Chair has an announcement to make briefly. We are, as my

colleagues and our guests know, somewhat behind time. We will,
for that reason, hear our panel of witnesses from interstate pipelines,
Mr. Arthur R. Seder, Mr. Jack Head, Mr. Bernard Clarke, Mr.
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Peter Smith. And it is my intention, the Chair advises so my colleagues
can advise themselves accordingly, that we shall hear these witnesses
in the proper order of testimony and to recess at 1:30 until 2:30
for lunch, at which time we will reconvene.
The Chair suggests that probably the order of appearance would

be Mr. Seder, chairman of the board, Michigan-Wisconsin Pipe Line
Co.; Mr. Jack D. Head, executive vice president of Texas Eastern
Transmission Corp.; Mr. Bernard Clarke of Columbia Gas Co.;
Mr. Peter G. Smith of the Southern Natural Gas Co.

Before we recognize our witnesses, if we may have a little order in
the room. We want to be courteous to our guests and we ask they do
not unduly impinge upon the duties of the committee.

Gentlemen, you are recognized in that order.

STATEMENTS OF A PANEL CONSISTING OF ARTHUR R. SEDER, JR.,

CHAIRMAN AND CHIEF EXECUTIVE OFFICER, AMERICAN NAT-

URAL RESOURCES CO.; JACK D. HEAD, EXECUTIVE VICE PRESI-

DENT, TEXAS EASTERN TRANSMISSION CORP.; BERNARD J.

CLARKE, CHAIRMAN AND PRESIDENT, COLUMBIA GAS SYSTEM;

AND PETER G. SMITH, PRESIDENT AND CHIEF EXECUTIVE

OFFICER, SOUTHERN NATURAL GAS CO.

Mr. SEDER. Mr. Chairman and members of the committee. My
name is Arthur R. Seder, Jr., chairman and chief executive officer of
American Natural Resources Co. of Detroit, Mich.
American Natural is the parent company of an interstate natural

gas pipeline company which transports and sells gas at wholesale to
some 52 distribution companies in 8 Midwestern States, principally
Michigan and Wisconsin, and of a local distribution company which
distributes and sells gas at retail to over 1 million consumers in the
State of Michigan. Our system also operates large underground
storage fields which provide a large part of the gas we sell during the
winter.
Our pipeline affiliate, Michigan-Wisconsin Pipe Line Co., is a mem-

ber of the Interstate Natural Gas Association of America—known as
INGAA—a trade organization representing interstate transporters of
natural gas. I make this presentation today on behalf of my company,
but also as a member of INGAA. I make this observation because
INGAA has worked diligently in coordinating the efforts of the pipe-
line industry and in developing and maintaining communications with
the White House and governmental agencies in the effort to solve the
problems at hand. However, I wish to make it clear that I do not
speak for all of the members of INGAA because the time frame within
which we were required to work did not permit the adoption of an
official policy position in accordance with our bylaw procedures.
I don't think it is necessary to belabor the record with the reasons

why we face a severe shortage of natural gas in the eastern two-thirds
of the Nation this winter. It is sufficient to say that in many areas this
winter has been the coldest on record, and everywhere the weather has
been colder than normal. In Wisconsin we have experienced over 30
percent colder than normal temperatures, and in Michigan more than
20 percent colder than normal. Since most of our winter requirements
are heat sensitive, including particularly our large residential space
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heating load, the demands on our pipelines and underground storage
fields have, of course, been immense.

While our system, like most others in the country, plans its opera-
tions on the basis that it may be necessary to meet somewhat colder
than normal conditions, it would be foolhardy and impractical to size
our storage fields and other facilities so as to be able to meet a winter
condition that occurs only once in 75 or 100 years. To do so would
mean impounding huge volumes of gas that would remain in the
ground year after year at a huge cost.
What we are faced with this winter, therefore, is largely a

phenomenon of unprecedented weather. However, the problem is
exacerbated by the fact that, since new discoveries of nat-
ural gas have fallen off dramatically since 1968, the level of
deliveries from the producing fields is down substantially. This means
that the pipelines have lost the flexibility they once had to call for
more gas from field sources to meet an abnormal demand.
Another contributing factor to the problem arises out of the fact

that interstate pipelines have found it virtually impossible to enter
into long-term contracts to buy onshore gas in the past 4 or 5 years.
Since the wellhead price of gas sold to interstate pipelines is regulated,
by the Federal Power Commission and the price of gas sold to intra-
state buyers is not, virtually all new gas discovered on shore has gone
to the intrastate market.
We thus face an anachronistic situation in which the interstate

pipeline systems are starved for gas while at least some of the intra-
state systems located in the producing States have surpluses of gas.
In most cases these intrastate systems are willing to sell gas to the
interstate systems to help alleviate the crisis, but they are faced with
several legal and practical problems: First, they do not want to be
subjected to Federal regulation under the Natural Gas Act; second,
they must obtain a price for the gas reflecting its cost to them plus
gathering and transportation charges; and third, they are frequently
bound by producer contracts under which the gas may not be sold
interstate.
In order to avoid at least the first two of these problems, the Federal

Power Commission has issued regulations authorizing the emergency
purchase and sale of gas by intrastate sellers to interstate buyers for a
period of not more than 60 days at unregulated prices. An attempt by
the Commission several years ago to extend the period to 180 days was
reversed by the District of Columbia Court of Appeals' de facto
deregulation.
Within the past 2 weeks the Commission has again sought to broaden

the exemption by providing that an intrastate seller can make succes-
sive 60-day emergency sales to interstate pipelines if either the source
of the gas or the identity of the purchaser is different.
The problem with the Commission's action is two-fold. First, the

question of the legality of the exemption is a difficult one, particularly
in view of the decision of the court of appeals, and intrastate sellers
may be reluctant to continue emergency sales beyond the 60-day
period for that reason.
Second, the interstate pipelines will have an urgent need for addi-

tional gas this summer to replenish their severely depleted storage
fields, and the emergency authority under the Commission's exemption
regulations probably will not be flexible enough to meet that need.

a
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The gas industry, and the Nation as a whole therefore, face two
separate but closely related problems.

First, it is necessary to provide procedures by which the gas pres-
ently available on the Nation's interstate pipeline systems can be
made available this winter to local distribution companies that are
in danger of having to curtail service to residential space heating
customers and other human needs customers, such as hospitals and
nursing homes.
Second, it is necessary to provide specific authority for intrastate

sellers to make temporary sales to interstate buyers without being
subjected to price or other regulation by the FPC in order to enable
the interstate systems to replenish their storage fields next summer.
With respect to the first purpose, I believe that the proposed

legislation authorizing the President to require deliveries and trans-
portation of gas by an interstate pipeline to another interstate pipeline
or local distribution company is necessary and desirable. While I
will have some suggestions regarding specific provisions of the bill, I
support the purpose and intent of the proposal.
The gas industry has had a remarkable record of voluntary coop-

eration to meet emergency outages of gas on particular pipeline or
distribution systems. The tradition has extended even to the present
general shortage, with many systems presently participating in sale,
exchange, and transportation arrangements to meet severe supply
deficiencies.
The shortage has now become so acute and widespread, however,

that there is no interstate pipeline system, so far as I know, that has
a surplus of gas. Any transfer of gas to meet an immediate problem
on another pipeline's system necessarily means, therefore, that the
transferor pipeline is taking gas needed to serve its own distribution
company customers in order to supply those of another pipeline.
But if it does so, the transferor pipeline may well be subjected to

injunctions and damage actions by its distribution customers or
the consumers they serve and to legal actions by State and local
government representatives of the areas it serves.
For these reasons, I believe that legislation authorizing the President

or his designee to order the delivery or transportation of gas by one
pipeline to another is necessary, and I feel that the concept of sec-
tion 9(a) of the bill is appropriate to make clear that such an order is
a complete defense to a legal action arising out of something done or
omitted as a result of compliance with that order.
I want to emphasize, however, that we would strongly oppose any

forced transfers of gas to meet industrial or other requirements that
do not fall within the strict human needs category. Any such transfers
would simply shift plant closings and unemployment from the areas
served by the transferee pipeline to those served by the transferor.
The bill submitted by the President recognizes the limited purpose
for which gas deliveries can be ordered, and on that basis we support it.
With respect to the second major purpose of the legislation, namely,

to permit intrastate gas to flow into the interstate systems in order to
replenish storage next summer, I also believe that the bill before you
is an appropriate response.

Again, I will have some specific suggestions, and I particularly
recommend that the termination date be fixed not earlier than Octo-
ber 31, 1977, so as to encompass the full storage injection period.

85-719-77 6
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In the remainder of my statement, I have a number of specific
suggestions with respect to the legislation. I will not go through them
all in detail, Mr. Chairman. I would hope your staff would go over
them in considerable detail. I would like to concentrate on just a
few of them.
Mr. DINGELL. The staff will assuredly do precisely that.
Without objection, those suggestions will appear in the record as

if given. You may continue to make such summary of your comments
as you wish.
[The recommendations referred to follow

RECOMMENDATIONS WITH RESPECT TO SPECIFIC PROVISIONS OF THE BILL

Section 4(a)(3).—I propose a new section 4(a) (3) to cover a situation brought to
our attention by certain systems where local distribution companies served by an
interstate pipeline produce or buy gas directly from synthetic gas plants or
liquefied natural gas plants at high prices relative to natural gas. They are con-
cerned that if, partly because of the gas they receive from these plants, the markets
served by their interstate pipeline are well supplied, the pipeline might be called
to deliver natural gas to other pipeline systems. If that occurred, their pipeline
supplier would only be compensated for the cost of the natural gas being replaced
and would leave the distribution companies on that system paying for the high-
cost synthetic or liquefied gas.
In order to meet that problem, I recommend a new section 4(a) (3) that would

in effect exempt gas produced from SN G and LN G plants and sold directly to
local distributors from consideration as a supply source in determining relative
need for gas unless compensation arrangements were voluntarily agreed upon
between the receiving pipeline and the delivering pipeline and the local distri-
bution companies involved. The language I would suggest is as follows:
"4(a) (3) In issuing orders for delivery of gas under this section, the President

shall not consider the gas produced or received by an interstate pipeline's local
distribution customers from synthetic gas or liquefied natural gas plants as a
part of the supply available to meet the interstate pipeline's market requirements
unless the terms of compensation for any deliveries by such interstate pipeline
are voluntarily agreed upon by the interstate pipeline and such local distribution
customers under the provisions of section 4 (f) (1)."

Section 4(f)(1).—While this section refers in a parenthetical phrase to the
possibility that "compensation" for gas delivered under an order of the President
"may include compensation in kind," the President's authority to order that the
gas be returned in kind should be made much more definite and specific. In many,
if not most, cases, the delivering pipeline would rather have the gas returned than
simply bought and paid for. I would therefore suggest that the parenthetical
phrase, "(which may include compensation in kind)," be stricken and that a
sentence be added to Section 4(f) (1) as follows:
"The President may, as a condition of issuing an order requiring an interstate

pipeline to make emergency deliveries of gas under section 4(a) (1), require that
the interstate pipeline or local distribution company receiving such gas must
return the gas in kind within a period specified by the President. In that case the
compensation paid for such deliveries under section 4(f) (2) shall not include
payment for the cost of purchased gas."

Section 4(f)(2).—The compensation provision in the Bill does not cover the
delivering pipeline's costs, as I think it was intended to do. As written, this
provision would merely compensate the delivering pipeline for the replacement
cost of the gas (plus not more than 5 percent). This approach ignores the fact
that the delivering pipeline and its distribution customers both lose the sale of
that gas and do not recoup their costs by the method proposed.
A pipeline's total costs are reflected in its tariff rates. Of those costs, about 6()

percent represent purchased gas costs, while the remainder represent other opera-
tion, maintenance, taxes and capital costs. Merely compensating a pipeline for
the cost of purchased gas therefore meets only part of the total costs applicable to
the transferred volume, and the delivering pipeline must receive its full tariff
rates in order to be made whole.

There are two other factors that must also be considered in determining the
proper level of compensation. First, it is wholly appropriate, as Section 4(f) (2)
apparently contemplates, that the purchased gas component of the delivering
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pipeline's rates should reflect the replacement cost of the gas rather than its
average cost. Since it is the delivering pipeline's customers who must ultimately
pay for the higher replacement cost in their rates, the excess of replacement cost
over average cost on the delivering pipeline's system should be credited to its
Cost of purchased gas in the purchased gas cost calculation. This is apparently the
intent of Section 7 of the Bill but is incorrectly stated, as I will explain.

Second, the cost of gas delivered in the winter should reflect the cost of storing
that gas, which may not be specifically reflected in the delivering pipeline's rates
to its regular customers. This component of cost •should also be included in the
compensation calculation.

Section 4(f)(2) is also deficient in that it stops at the interstate pipeline level
and does not compensate the pipeline's distribution customers, from whom the
gas has been taken away, for the loss of sale of the gas transferred to another
pipeline's distributors. In other words, the distribution companies that would
otherwise have sold the gas, but for the order directing it to be delivered elsewhere,
are entitled to a credit equal to the difference between what they would have
paid for the gas and the rate at which it would have been sold to their consumers.
Unless the Bill is changed, its effect is to shift income from distribution companies
which effectively give up gas to those who obtain the emergency gas.
I would therefore propose that Section 4(f) (2) be revised to read:
"(2) For purposes of paragraph (1), the President shall calculate the amount of

compensation—
"(A) for deliveries of natural gas, based upon the amount required to make the

interstate pipeline delivering such gas and its local distribution customers whole
for loss of sales resulting therefrom; provided, that the cost of gas to the delivering
interstate pipeline shall be calculated at the highest cost currently being paid by
such interstate pipeline for equivalent quantities of natural or synthetic gas; and
"(B) for transportation, storage and other expenses, based upon reasonable

costs, as determined by the President."
Section 5(a).-4 believe that the antitrust procedures prescribed in the Bill are

cumbersome and unnecessary and may inhibit voluntary efforts of the gas systems
to meet emergencies. In any event, however, I object to the limitation implied in
the qpening phrase of the section: "There shall be available as a defense to any
action. . This suggests that while the defense is "available," it can be re-
butted or overcome. IL believe that the intent is, and the section should provide,
that "It shall be a complete defense to any action brought under the antitrust
laws. . . ."

Section (a).—The August 31, 1977, termination date for emergency purchases
should be extended to October 31, 1977, in order to encompass the entire storage
injection period.
In addition, rather than merely leaving the question of the price that may be

paid for emergency purchases to later determination, I suggest that the maximum
iprice be fixed n the Bill itself. In order to elicit any meaningful volumes of intra-

state gas, I believe that the ceiling price must be set at an average of the three
highest prices being charged in the field by intrastate producers or, in the case of
purchases from( an intrastate pipeline or local distribution company, at an average
of the three highest prices being paid by the intrastate seller. Emergency pur-
chases at prices in excess of the ceiling fixed in the legislation could be made only
after specific authorization by the President.
I would therefore recommend that Section 6(a) be revised to read as follows:
"Sec. 6(a) Any interstate pipeline or local distribution company served by an

interstate pipeline may contract for emergency supplies of gas for delivery before
October 31, or
"(1) from any producer of natural gas (other than a producer who is affiliated

with the interstate pipeline purchaser) at a price not exceeding the average of the
three highest prices provided in currently effective contracts for the sale of gas at
the wellhead having a term of five years or more in the State in which the gas is
produced if (A) such natural gas is not produced from the Outer Continental Shelf
and (B) the sale or transportation of such gas was not, immediately before the date
on which such contract was entered into, certificated under the Natural Gas Act, or
"(2) from any intrastate pipeline, local distribution company or other person

(other than an interstate pipeline or producer of natural gas) at a price not exceed-
ing the average of the three highest prices currently being paid for gas by such
intrastate pipeline, local distribution company or other person plus not more than
10 percent of such average cost to reflect gathering, transportation and storage
costs, or



78

"(3) from any person at a price in excess of that provided in subparagraph (1)x
or (2) of this paragraph upon specific authorization by the President."

Section 7.—The first sentence of Section 7, combined with Section 4(f) (2), would
mean that an interstate pipeline receiving compensation for gas delivered would
have that compensation taken away through operation of its purchased gas ad-
justment clause. This is an obvious error and would leave the delivering pipeline.
without the gas or any compensation whatever. What is apparently intended is
that the excess of the so-called "replacement cost" in Section 4(f) (2) over the aver-
age cost of gas reflected in the purchased gas adjustment clause should be reflected
in a reduction in the average cost of gas. We do not object to that adjustment in
principle. However, this does not obviate the necessity for the other changes in
Section 4(f) (2).
We think that it would also be much preferable not to establish a mechanistic

procedure in the Bill which would require that the compensation be run through
either the receiving or delivering company's purchased gas adjustment clause.
This is because the gas delivered by an interstate pipeline may result in reduced
deliveries to some but not all of its distribution customers, and the gas received
by an interstate pipeline may likewise go to some but not all of its customers..
Since the purchased gas adjustment clause distributes costs pro rata to all dis-
tribution customers, that mechanism may not be appropriate. We would simply
leave the pass through of compensation credits or charges by an interstate pipeline.
to its distribution customers to the Federal Power Commission to be allocated in
a fair and equitable manner.
I would therefore recommend that Section 7 be revised to read as follows:
"Sec. 7. In the case of any interstate pipeline receiving compensation under

section 4 with respect to deliveries ordered pursuant to such section, the excess
of such compensation over the amount required to make the interstate pipeline
whole, based upon its average cost of purchased gas, shall be credited to its
customers in such manner as the Federal Power Commission finds to be fair and
equitable. In the case of any interstate pipeline paying compensation with respect
to deliveries or contracts for supplies of natural gas under section 4 or section 6,
such compensation shall be charged to its customers in such manner as the Com-
mission finds to be fair and equitable."

Section 9(a).—This section needs revisions for two purposes: first, compliance
with an order under this legislation should be a complete defense, not merely
"available as a defense"—a weak and ambiguous phrase; second, action under an
order of the President should be a defense not only against actions for breach of
contract but for any claim for damages or injunctive relief, such as an action
brought by a state agency. The section should be revised as follows:
"Section 9(a). It shall be a complete defense to any action for damages or

injunctive relief under Federal or State law arising out of any act or omission
that such action was taken or that such omission occurred as a result of complying
with an order issued under Section 4(a)."

Mr. SEDER. The first suggestion has to do with a problem that was
raised by the Congressman from Connecticut and one of the Governors
having to do with the situation in which synthetic gas or liquefied
natural gas is being produced in one of the east States and it is the
relation of that gas to the allocation of gas to other systems.
Our proposal is, my proposal, I should say, is that that gas be

eliminated from the pool subject to allocation, if I can put it that
way, unless there is voluntary agreement between all the parties
involved as to the compensation to be received by the people who will,
in effect, be retaining the synthetic gas in their own systems and
permitting natural gas to flow to someone else's system. I think that
is a real problem and should be addressed.
The second element I want to discuss has to do with making it

clear, as I think the bill does not do, at least not as clearly as we
would hope, that compensation for the transfer of gas under an order
of the President can be not only in money but also in kind.
I think many, if not most, pipeline systems would rather have the

gas back rather than the payment for that gas. So that after the crisis
has eased to some extent, I think many potential transfer or pipelines
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-would rather have the gas returned to them. And we want to make
that more clear than appears in the bill where right now it is just in a
parenthetical phrase.
Now, I would like to get to the compensation provisions because

while I think we understand the intent of the legislation and I think
we agree generally with that intent, there are some difficulties with
it I think arising largely the fact the draftsmen of the bill simply
were not familiar enough with pipeline operations.
I am speaking now from page 8 of my prepared statement, if you

are following that.
Section 4(f) (2) is a compensation provision and does not cover the

delivering pipeline's costs, as I think it was intended to do. As written,
this provision would merely compensate the delivering pipeline for
the replacement cost of the gas, plus not more than 5 percent. This
approach ignores the fact that the delivering pipeline and its distri-
bution customers both lose the sale of that gas and do not recoup their
costs by the method proposed.
A pipeline's total costs are reflected in its tariff rates. Of those

costs, about 60 percent represent purchased gas costs, while the
remainder represent other operation, maintenance, taxes and capital
costs. Merely compensating a pipeline for the cost of purchased gas
therefore meets only part of the total costs applicable to the trans-
ferred volume, and the delivering pipeline must receive its full tariff
rates in order to be made whole.

There are two other factors that must also be considered in deter-
mining the proper level of compensation. First, it is wholly appro-
priate, as section 4(f) (2) apparently contemplates, that the purchased
gas component of the delivering pipeline's rates should reflect the re-
placement cost of the gas rather than its average cost. Since it is the
delivering pipeline's customers who must ultimately pay for the
higher replacement cost in their rates, the excess of replacement
cost over average cost on the delivering pipeline's system should be
credited to its cost of purchased gas in the purchased gas cost calcula-
tion. This is apparently the intent of section 7 of the bill, but is in-
correctly stated, as I will explain.

Section 4(f) (2) is also deficient in that it stops at the interstate
pipeline level and does not compensate for pipeline's distribution
customers, from whom the gas has been taken away, for the loss of sale
of the gas transferred to another pipeline's distributors.
In other words, the distribution companies that would otherwise

a have sold the gas, but for the order directing it to be delivered else-
where, are entitled to a credit equal to the difference between what they
would have paid for the gas and the rate at which it would have been
sold to their consumers. Unless the bill is changed, its effect is to shift
from distribution companies which effectively give up gas to those who
obtain the emergency gas, and I have proposed some specific language
to meet the points I have just addressed.
I will now skip to section 6(a), which is the emergency purchase pro-

visions about which most of the discussion is centered this morning.
That is at the bottom of page 10 of my prepared statement.
The August 31, 1977, termination date for emergency purchases

'should be extended to October 31, 1977, in order to encompass the
sentire storage injection period.
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In addition rather than merely leaving the question 'of the price that
may be paid for emergency purchases to later determination, I suggest
that the maximum price be fixed in the bill itself.
In order to elicit any meaningful volumes of intrastate gas, I believe

that the ceiling price must be set at an average of the three highest
prices being charged in the field by intrastate producers or, in the ease
of purchases from an intrastate pipeline or local distribution company,
at an average of the three highest prices being paid by the intrastate
seller plus 10 percent for gathering, transportation and storage costs.
Emergency purchases at prices in excess of the ceiling fixed in the legis.-
lation could be made only after specific authorization by the President.
So our approach to this emergency price provision for the sale of

intrastate gas would be to say, first, if you buy it from an intrastate
producer, you can pay a ceiling price of the average of the three
highest prices being paid in that State for intrastate sales.
Second, if you buy it from an intrastate pipeline company, you pay

the average of the three highest prices that company is paying for
intrastate gas plus an allowance for storage and gathering of 10
percent.

Third, if you want to pay more for emergency gas, then those prices
and application would be made to the President's designee for author-
ity to pay that extra price.
We think that is a way both to protect the interest of the consumers

in the producing States that govern price could be referred to and also
protect the consuming States from inordinate increases in prices and
yet would be sufficient to elicit the kinds of volumes that Chairman
Dunham indicated would be necessary for storage next summer.

Section 7 of the bill is closely related to section 4(4) (2). They both
have to do with compensation. The first sentence of section 7 combined
with section 4(f) (2) would mean an interstate pipeline receiving com-
pensation for gas delivery would have that compensation taken away
through operation of its purchased gas adjustment clause.

This is an obvious error and would leave the delivering pipeline
without the gas or any compensation whatever. What is apparently
intended is that the excess of the so-called replacement cost in section
4(f) (2) over the average cost of gas reflected in the purchased gas
adjustment clause should be reflected in a reduction in the average
cost of gas. We do not object to that adjustment, in principle. How-
ever, this does not obviate the necessity for the other changes in
section 4(f) (2).
And we have some other suggestions, Mr. Chairman, in the re-

mainder of my statement, but I think in conclusion I should say with
these changes, I urge enactment of the bill. It is urgently needed and
will materially assist in meeting emergencies affecting human needs
requirements this winter and in replenishing storage fields next summer
Mr. DINGELL. The committee thanks you for your very helpful

testimony.
The Chair does advise that you made a number of useful suggestions

with respect to the technical content of the legislation. The Chair is
disposed to try to consider synthetic fuels, and hopefully, the com-
ments and suggestions you have made. The staff is going to review
your suggestions and those of other witnesses who appear before this
committee in order to make the necessary adjustments where it be
humanly possible.

10-
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I urge you and perhaps Mr. Rogers, who is an old friend of the
chairman and former member of this committee, to try to work out
some of these technical problems, particularly with regard to the
question of compensation.

Gentlemen, we will take our next panel member.

STATEMENT OF JACK D. HEAD

Mr. HEAD. I am Jack Head, an executive vice president of Texas
Eastern Transmission Corp., a pipeline which originates in Texas
and terminates in New York.

All of our natural gas sales are made at wholesale to other inter-
state pipelines and to distributors which have principal market areas
in Ohio and Illinois, Pennsylvania, New Jersey, New York, and the
New England areas.
I appreciate the opportunity to appear before this committee con-

cerning this emergency legislation which I believe to be of critical
importance to the well-being of the gas consumers in the Midwest and
Northeastern sections of our country during this extremely harsh
winter.
I have listened to Mr. Seder's statement and can state my company

is in general accord with the positions he has :given to the committee
and with his recommendations as to changes in the bill. I, therefore,
will not burden this committee with a reiteration of the points which
he has already made.
I would, however, like to take a few moments of the committee's

time to discuss my company's problem with section 6 of the bill
dealing with emergency purchases. Our primary concern deals with
that portion of section 6 which gives the President the right to estab-
lish fair and equitable prices for emergency sales of gas by producers
and intrastate pipeline companies.

First, let me say from the press and also from the section-by-section
analysis of this bill, it would appear that in some quarters, at any rate,
that provision of the bill could be used to roll back prices after the
fact. I can assure this committee that we interstate pipelines cannot
buy emergency gas if there is any threat of a rollback of the price,
retroactively.
Mr. BROWN. Why?
Mr. HEAD. Why? Because no intrastate pipeline or producer would

dare sell us gas if his price might be cut to some unrealistic price later
on in the year. He needs to know exactly what he is going to get for
his gas at the time he sells it, and he cannot be subject to a threat of
a rollback retroactively. We simply would not be able to buy gas
subject to that threat.

Second, I do not think we can buy much gas if we leave it to the
President to establish a fair and equitable price. I do not mean he is
not going to establish a fair and equitable price, but a fair and equi-
table price established by the President is going to be subject to
appeals, and we are going to be in the same never-never land with the
ceiling price established by the President that we have suffered with
under the ceiling prices established by the FPC.
So, if there is to be a ceiling price, then I think that ceiling price

must be established by this Congress if we are to be able to go out
and obtain the gas.



82

Now Mr. Seder has suggested a ceiling price which is equal, in
'effect, to the going price in the State. You take the average of the
three highest prices being paid at the time of the sale in that State.
I would not go back to prices in 1976 or 1975 or a month ago. I would
let the producer get the price that he can demand from the intrastate
market if he sold it now.
Mr. Seder has also suggested with respect to an intrastate pipeline

that intrastate pipeline should get the average of the three highest
prices it is then paying for gas, and that is certainly fair. That is the
replacement cost of the gas. But that intrastate pipeline has had to
-gather the gas from the wells and transport it to a point of delivery
to the interstate pipeline and perhaps store it. So I think it is only
lair that it has an up on that price, and you have to be arbitrary, but
I think a fair and equitable up would be 10 percent of his average
price.
In Texas, for example, that would result, from today's prices, for

the producer about $2 and the price for intrastate pipelines about
$2.20, and gas is now being sold on emergency sales in excess of that.
But I believe these prices would elicit gas from the intrastate market
if gas becomes available. None is available at this date, gentlemen.

If the committee wishes to consider some other methods of approach-
ing a ceiling price, the only other fair method I know would be to
,establish a ceiling price on a Btu equivalent of the price of new domes-
tic crude. New domestic crude today selling for approximately $11.63,
-which would result in a price practically the same as Mr. Seder is
-suggesting at about $2.04.

Let me emphasize I think these ceiling prices should be applicable
only to sales by domestic independent producers and by intrastate
pipelines. I share the belief of the chairman and Congressman Brown
that this bill is too restrictive as to where we can buy gas. We should
be able to buy emergency gas from anyplace, but we can, for example,
.buy emergency gas perhaps from an industry which would cut back
on its natural gas supplies and substitute fuel oil.
Mr. DINGELL. Mr. Head, I want to make the record very clear

here. I have not indicated any particular positions where gas ought
to be bought or not bought.
MT. HEAD. I am sorry, Mr. Chairman.
Mr. DINGELL. I just want the record clear. When I ask a question,

I do not necessarily mean I am for or against it.
Mr. HEAD. I beg your pardon, Mr. Chairman.
Mr. DINGELL. No pardon is necessary. I am correcting the

'transcript.
Mr. HEAD. It is my position and shared, I think, by the other

pipeline companies, that we ought to be able to get emergency gas
from any and all sources, including synthetic gas. But the price I am
recommending for an intrastate producer or pipeline would not be
applicable to gas we might obtain from an industry which would cut
back on its gas supplies and substitute fuel oil. It should be entitled
to a-price equal to the cost of fuel oil because that is what it will cost
industry to make gas available.
Under today's price of fuel oil, the Btu equivalent would be $2.90

per Btu. A local distributor might have excess SNG capacity which
he can make available. If we get that, then his ceiling price would be
\what :it cost him to make the SNG. My proposed ceiling price is
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applicable only to domestic producers and intrastate pipelines. And
if the President is given the power to establish any ceiling prices, it
should only be applicable for these unusual situations where we would
expect and hope to get gas from industries and distributors.

Finally, gentlemen, I do support this bill, with the modifications
which Mr. Seder has suggested and with the additional modifications
I have suggested. I want to caution the committee, however, that as
of today, we see little or no gas available in the intrastate market.
We do believe that this summer gas will be available in rather sub-
stantial volumes for injection into storage, when it is going to be
desperately needed. I share Mr. Seder's concern that we are cutting
off our ability to buy this gas too quickly. It should be extended at.
least until October 31, because that is the end of our injection season.
Thank you, gentlemen.
Mr. DINGELL. The committee thanks you for your very helpful

testimony.
We will take our next panel member.

STATEMENT OF BERNARD J. CLARKE

Mr. CLARKE. Thank you, Mr. Chairman.
My name is Bernard J. Clarke. I am chairman and president of the

Columbia Gas System and I make this statement on behalf of the.
Columbia Gas System. Copies of the formal statement have been
filed with the clerk of the committee and are available. I will not.
read it laboriously.
I subscribe to essentially everything that Mr. Seder has said and

likewise to what Mr. Head has said. I would limit myself to just
making a few added points, and these are set forth in terms of language
changes for the bill in the appendix to the statement that has been
filed.
At section 4(c) (2), the Governors of the States are directed to take

into account the volumes of natural gas available within the State-
before they ask for emergency allocations.
We would suggest that that language be modified to include other

fuels, interchangeable with natural gas, and we would agree with Mr.
Seder that if, for example, that brought into play synthetic gas or'
propane air, that the compensation feature should reflect the full cost
of that source of gas.
In section 6(a), it may not be correct, but a way of reading that

• particular section would suggest that you would have to have advance
approval for each emergency purchase, and if that is the way the
language were to be interpreted, it would be an unrealistic burden.
At subparagraph 1 of section 6(a), so as to make it abundantly

clear as to what sources are available, we would suggest that the•
language be changed or add to the language for any producer of
natural gas, add the words domestic or foreign.
In the same general section, we believe that the prohibition of

getting emergency gas from the Outer Continental Shelf is an unwise
one. We assume that the drafters of the legislation wanted to protect.
against higher than the effective nationwide weight applied by the•
Federal Power Commission for such gas from the Outer Continental,
Shelf.
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We think that is a sound position to take and have suggested
language that would modify it so you could get gas emergency from the
Outer Continental Shelf and you can get such gas.

Similarly in the second paragraph of 6(a) after "other persons," we
would insert the same words, "domestic or foreign."
The point in section 6(b) about compensation, we reiterate some-

what what Mr. Seder said. We have a different set of language but it
has the same intent, compensate a pipeline for its total cost and
expense for providing such gas.
Next it itemizes in section 11(a) where a civil penalty of $25,000

per day is assessed and then followed by section 11(b) where a $50,000
penalty is assessed for willful violation. Reading the two of them
together it would suggest that an unintentional violation or a violation
that was committed unknowingly in what is going to be a fast-breaking
ball game would be subject to civil penalties of $25,000 and we would
urge that that section 11(a) be stricken but that section 11(b) dealing
with willful violations be permitted to stand.

Finally, I would underscore what Mr. Seder and Mr. Head had said
about the termination date for this emergency gas under 6(a), namely
make it October 31, 1977, rather than the present August.
Thank you, Mr. Chairman.
[Mr. Clarke's prepared statement follows :1

STATEMENT OF BERNARD J. CLARKE, CHAIRMAN AND PRESIDENT OF THE
COLUMBIA GAS SYSTEM

I am B. J. Clarke, Chairman and President of the Columbia Gas System
and I make this statement on behalf of the Columbia Gas System.

Columbia is an integrated natural gas system engaged in all phases of the
natural gas business. It serves directly or indirectly approximately 4.2 million
customers.
In its retail markets, Columbia serves approximately 1,800,000 residential and

commercial customers of whom 1,770,000 use natural gas for space heating.
There is also a relatively high saturation of space heating amongst the 2.4 million
customers of the non-affiliated companies served by Columbia. The gas require-
ments of the System are extraordinarily sensitive to winter weather.

Columbia has developed a vast underground storage facility to supply ap-
proximately 30% of its winter months' requirements; and, equally important,
approximately 60% of its requirements on design peak days.
I will not burden the Committee with the details of the unprecedented winter

weather experienced in the eastern part of the United States since October.
Suffice it to say, that from October 1 to January 27, the weather was 978 DD's
colder than the norm of 2906. Columbia's sendout is roughly 100 MMCFD per
Degree Day. The remaining natural gas supply available to the distribution com-
panies served by the System is, on a seasonal basis and assuming normal weather,
barely adequate to take care of essential needs during February and March.
The demands during the past 100 days have necessitated a much greater

draw-down of storage than scheduled. We have already used practically all of
our total winter storage draw-down budget. If in the months of February and
March a cold day or days which have to be assigned a high degree of expectancy
should be experienced, it would be impossible to meet the requirements of essential
needs of customers without emergency gas from others.

If the weather should continue to be colder than normal, the situation will
be exacerbated.

Because of these circumstances, Columbia supports the concepts embodied in
the legislation under consideration by the Committee.

While other pipelines would endeavor to render assistance on a voluntary basis
for the balance of the winter, it will be extremely difficult for a pipeline or its dis-
tribution customers to relinquish gas to another area when it will impinge upon
the economics of the areas from which the gas is being taken. Accordingly, the
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proposal to give temporary emergency allocation powers to the Administration
to protect essential services for the duration of the winter is essential.

Looking beyond the winter period, we must consider the problem of replenishing
the storage positions of companies such as Columbia in order to meet the needs
of the winter 1977-78. It will be necessary commencing right after this winter
season to be in a position to purchase emergency supplies of gas so as to enter the
1977-78 heating season with adequate gas in storage. Emergency purchases at
prices in excess of the interstate nationwide rate will be necessary. For these
reasons, legislation for 180-day emergency sales is required and urged.
The draft bill submitted by the Administration to Congress on January 26,

1977 has been reviewed. Some technical changes are recommended to improve the
bill. Attached to this statement as Appendix A are such changes. Comments on
four of the items are in order:
In Section 6(a) that relates to emergency purchases for 180 days, we believe

that it should be made clear that the administration of emergency purchases can
be accomplished with an order of "general authorization" with the necessary
guidelines as to price in much the same manner as the Federal Power Commission
has accomplished emergency purchases with its Regulation 2.68. For that reason,
we were suggesting that the first lines of Section 6(a) be revised to read:
"The President may by order grant general authorization to interstate pipelines

or local distribution companies served by an interstate pipeline", etc.
As to subparagraph (1) of Section 6(a), we would note that it may be possible

to negotiate for natural gas which is being produced in the Gulf but which has
been certificated for refineries in Louisiana and Texas. As it is presently drafted,
Section 6(a) (1) might foreclose the use of such gas. We assume that the drafters
of the legislation intended that such gas should not be priced at a rate greater
than the nationwide rate prescribed by the FPC. For that reason, subparagraph
(1) has been modified to eliminate the exclusion of natural gas produced from the
Outer Continental Shelf, but substituting a proviso that if such gas is produced
from the Outer Continental Shelf, the price for the gas shall not exceed the then
effective nationwide rate prescribed by the FPC under the Natural Gas Act.
In subparagraph (1) of Section 6(a), it is also proposed that the first sentence

which covers purchases from "any producer of natural gas", be modified to include
both domestic and foreign producers. Similarly in Section 6(a) (2) which covers
acquisitions from intrastate pipelines, local distribution companies or other person
we suggest that "other person" also be extended to include domestic or foreign.
Our experience in acquiring emergency gas from Canada suggests that possibly
additional emergency gas for 180 days might be obtained from that source.

Finally, we recommend that Section 11(a) under the heading "Enforcement"
be deleted and that subparagraphs (b) and (c) be renumbered (a) and (b). We
accept without reservation the requirement of a criminal penalty for a willful
violation of a Presidential Order. We think it is neither fair nor equitable to fine
companies for unintentional violations of orders especially in view of the very
complicated and confusing situations that will be involved in these emergency
situations.

APPENDIX

SUGGESTED AMENDMENTS TO THE DRAFT BILL SUBMITTED TO CONGRESS BY THE
ADMINISTRATION ON JANUARY 26, 1977

1. On page 5 of the Bill, Section 4(c) (2) in subparagraph (B), we would suggest
in the last line that after the words "volumes of natural gas" and before the
"available", there should be inserted: "and other gaseous fuels interchangeable
therewith". We believe that the total gas resources available should be considered
in developing the data in support of an emergency.

2. In Section 6(a) we would suggest that the first two lines be revised to read
• as follows: "The President may by order grant general authorization to interstate

pipelines or local distribution companies served by an inter-".
The reason for such change is to suggest that the President or his designated

delegate can handle these emergency purchases by a general directive rather than
on an ad hoc basis for each purchase. An ad hoc approach would produce an
administrative impossibility.

3. We would suggest that in the last two lines of that paragraph be revised to
read as follows: "emergency supplies of natural gas for delivery within 180 days
from the effective date of this Act." The reason for this suggested change is that
we assume Congress desires to authorize 180-day emergency purchases; it is not
clear as to what date the Act will become effective.
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4. We would suggest a revision of subparagraph (1) of 6(a) to read as follows,
(the changes are underlined):
(1) From any producer of natural gas, domestic or foreign (other than a,

producer who is affiliated with an interstate pipeline as determined by the Presi-
dent) if the sale or transportation of such gas was not, immediately before the
date on which such contract was entered into, certificated under the Natural Gas
Act, provided, however, if such gas is produced from the Outer Continental Shelf
the price for the gas shall not exceed the then effective nationwide rate prescribed
by the Federal Power Commission under the Natural Gas Act, or . . . "
As the subparagraph (1) is presently drafted, it might foreclose the possibility

of arranging for gas that is produced in the Gulf and has been certificated by the
Federal Power Commission for refineries in Louisiana and Texas but which now
might be made available on an emergency basis. Recognizing what the Bill is
attempting to achieve, that emergency gas if it comes from the Outer Continental
Shelf can only be priced at the nationwide rate, we have revised (1) to permit gas
from the Outer Continental Shelf to be an emergency purchase but limit the price
at which it can be sold.

5. In Section 6(a) (2) in the second line after the words "or other person", we
would suggest inserting "domestic or foreign".
6. In Section 6 (b) (2), we would suggest that the last two lines be revised to

read as follows: "Such pipeline, the costs, including transportation and other
expenses, incurred by it for natural gas pursuant to subsection (a)."

7. We strongly recommend that Section 11(a) under Enforcement be deleted
and that subparagraphs (b) and (c) be renumbered (a) and (b). The reason for this
recommendation, which we realize is substantive, is that it is clearly possible
considering the complexities that will be involved that there may be unintentional
violations of orders or supplemental orders and that they should not be subject to
severe penalties. We have no concern with a willful violation as provided for in
the present subparagraph (b).

Mr. DINGELL. Mr. Clarke, the committee thanks you.
Mr. Smith.

STATEMENT OF PETER G. SMITH

Mr. SMITH. Mr. Chairman, I am Peter Smith, president and chief
executive officer of Southern Natural Gas Co.
Like the other gentlemen, my company is a member of Interstate

Natural Gas Association. I am speaking on behalf of my company,
not on behalf of that association. I have submitted to you a statement
on our gas supply situation which I believe in this particular crisis
period is one of the worst in the United States and I will not reiterate
that statement at any length. It is available for the record if you should
like it.
Mr. DINGELL. Without objection, the full statement will appear in

the record at the appropriate place.
Mr. SMITH. I would like to make a couple of observations which are

not in my statement regarding the proposed legislation. I do want to
say, first, that Southern Natural is one of the pipelines which had to
curtail into its so-called category 1, its highest priority requirement in
2 days in the month of January—January 19 and 20. During that
period we received extraordinary voluntary help from other pipe-
lines. That was also referred to in my statement.
I won't give you the statistics but I think it is also appropriate to

state on the record we had extraordinary help from the Federal
Power Commission and from the Federal Energy Administration in
moving with great rapidity to help us to do some things to meet this
critical situation for gas supply which we had on our pipeline system.
We believe, Mr. Chairman and gentlemen, that the natural gas

emergency is going to continue throughout the remainder of this-
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winter and we have the same concerns the other iiipelines expressed,

to accomplish replenishment of storage during the forthcoming

season.
I should add the distribution companies in our market area who

have propane air facilities for peaking service are in short supply for

propane, which means with a recurrence of cold weather they can

present us with a precise recurrence, a worse recurrence of a crisis

situation.
With respect to the legislation that has been proposed we support

it and we support the comments that have been made by the other

gentlemen representing the pipeline industry. I would urge that we

do not need advance approval and should not have a requirement

in the legislation for advance approval for emergency purchases from

producers or intrastate pipelines if the legislation contains a provision

as was suggested by Mr. Head and Mr. Seder which would establish

the price levels, maximum price levels for purchases from those two

sources, and we think that we can move much faster and more effec-

tively to meet immediate crises if we do not have to go to any Gov-

• ernment agency or the President's designee to acquire advance

• approvals.
We think it is most important, gentlemen, and the bill does provide

this, but we earnestly urge you to keep a provision to this effect in it,

that we be able to purchase natural gas to replace boiler fuel loads

and comparable loads where there are alternate rules available at a

price which compensates the person for replacing the natural gas

with the normally higher price alternate fuel which he can use.

We have at least one such situation on our system now and it has

been a lifesaver to us. We are working on two more. The bill does

provide that, but do not lose that from it. We think it is most important,

• gentlemen, that you maintain in this bill the provisions relating to

the transportation of gas through intrastate pipeline systems and the

exemption of those systems from continuing regulation by the

Federal Power Commission or the Interstate Commerce Commission

as a result of that temporary transportation of gas in the intrastate

systems.
This has been a roadblock to us in getting emergency gas into

• our system because those people had contractual provisions with

their suppliers which prohibited them from doing it. If they can be

exempted from continuing regulations by doing that on an emergency

basis, it is a most desirable thing and I urge it upon you.
Let me conclude by saying that we feel it is most important that

you gentlemen move quickly with respect to this legislation. We think

we need it and we need it badly to help us through the continuation

of this winter heating season. There has been talk earlier when the

Chairman of the Federal Power Commission was here regarding

regulations and problems of due process.
I realize the imperative necessity of some sort of due process in

• our system but, gentlemen, if we get bogged down in writing a bunch
• of regulations and get tied up in long administrative procedures when

people are in desperate supply situations for gas, then we are going

to have trouble meeting those emergency situations.
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FPC has moved; FEA has moved. I hope you will give the Presi-
dent's designee the flexibility to do that in the future.
[Mr. Smith's prepared statement follows:]

STATEMENT OF PETER G. SMITH

Mr. Chairman and distinguished committee members, my name is Peter G.
Smith and I am president of Southern Natural Gas Co. I appear at your direction
to discuss Southern Natural's gas supply and deliverability this winter and the
proposed emergency legislation which is presently before you.
Southern Natural Gas Co. is a natural gas pipeline company selling gas

principally at wholesale across the Southeastern United States. It is regulated
by the Federal Power Commission.
Southern Natural purchases gas in east Texas, north Louisiana, Mississippi,

but principally in south and offshore Louisiana in the Gulf of Mexico. It transports
that gas through approximately 7,000 miles of pipeline across Mississippi, Alabama,
Georgia, and into South Carolina. Branch lines serve a small portion of Tennessee
and Florida. Southern Natural sells a vast majority of its gas at wholesale to 116
local gas distributors who in turn resell that gas to residential, commercial and
industrial consumers. Southern Natural sells a small portion of its gas (about
9 percent in 1976) directly to industrial customers.

Southern Natural is presently operating pursuant to an end-use curtailment
plan established by the Federal Power Commission for use on Southern's system.
The plan allocates gas to distributors based on the use to which the gas is put
by the ultimate end user.

This winter Southern's service area has encountered the most severe winter
ever recorded. The last quarter of 1976 was the coldest such quarter ever recorded
in Southern's service area, 45 percent colder than normal. The month of January,
1977, has exceeded even that, running about 55 percent colder than normal
through January 27. The cold weather Southern has encountered has resulted
in unprecedented residential and commercial demands and has required Southern
to use up its stored gas at a rate which threatens service to the highest priority
uses on Southern's system.
For a number of years Southern's gas reserves have been declining because

Southern has been unable to purchase in any one year any where near the amount
of reserves consumed on Southern's system. Because of this decline in gas reserves,
Southern in 1972 established a major storage field on its system where gas may
be injected during the summer and stored to be available to meet the residential
and commercial heating load experienced during the winter.
Up through the winter of 1975-76 Southern had not been required to utilize a

significant portion of its stored gas. Nevertheless, because of the continuing decline
in Southern's reserves and the mildness of the winters experienced after Muldon
was completed, Southern embarked on a major expansion of the Muldon Storage
Field to ensure protection of high priority requirements this winter. Southern
expanded the field storage capacity by 22 percent and increased its peak day
deliverability by 63 percent during 1976. Thus, Southern entered this winter
heating season with a significantly expanded storage field which was completely
full and Southern anticipated that the expanded design capacity was more than
adequate to supplement its supply from gas fields and meet the high priority
requirements of its customers. The cold weather which Southern encountered,
however, produced unprecedented residential and commercial demands which
required unprecedented withdrawals from the Muldon Storage Field.

Southern reported to the Federal Power Commission in mid-December that it
was in an overdrawn condition at Muldon Storage Field which could result in
significant problems without a moderation in the weather. At that time, Southern
began an intensive—but unsuccessful—research for emergency gas supplies.
Unfortunately, beginning just before Christmas, Southern encountered a string
of extremely cold days. The system mean temperature on 16 out of the 33 days
between December 21 and January 22 was at freezing or below. This unprece-
dented series of cold days, with no intervening warm winter days typically
experienced in Southern's service area, seriously depleted the Muldon Storage
Field.
Toward the end of this period, on January 6, Southern began experiencing an

extended severe cold wave. The system mean temperature was 37° on the 6th
and continued with consecutive days of 34°, 36°, 35°, 22°, 22° and 32° before
moderating to 40° on January 13. On January 9, Southern, which had been allo-
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cating gas since the last week in October only for priorities 1, 2 and 3 of its 9
priority FPC curtailment plan to conserve storage, was forced to curtail into
priority 2. By January 11, Southern had been forced to curtail 100 percent of
priority 2 and was allocating gas only for residential and small commercial require-
ments. After two days at a 400 mean temperature, another cold wave hit Southern's
service area with a temperature of 38° on January 15 which dropped to 23° on
January 16.

Beginning on January 17, the cold wave produced four days of unprecedented
consecutive low system means—with the system mean temperature not rising
above 20° on January 17, 18 and 19.
Southern began to receive emergency assistance from other pipelines on Janu-

ary 11. Despite these emergency supplies and its efforts to obtain additional
emergency supplies, on January 18 Southern's total supply was only 1,992,000
Mcf/d and allocated priority 1 requirements on its system were approximately
2,026,000 Mcf. Southern actually sold 2,080,000 Mcf on January 18, or about
88,000 Mcf/d in excess of its available supplies. Consequently, Southern's pipe-
line inventory was reduced with a corresponding reduction in its pipeline pressure.
By the end of the day on January 18, Southern's pipeline inventory had declined
to the critical level and was continuing to decline. In order to avoid complete
loss of the pressure necessary to maintain deliverability, Southern instituted a
curtailment of approximately 9% of its priority 1 requirements (residential and
small commercial) to be effective at the beginning of the next day, January 19.
Even with this unprecedented curtailment into priority 1 Southern's inventory

continued to decline. However, on the 19th Southern was able to introduce
approximately 110,000 more Mcf into its pipeline by increasing its emergency
supplies. With this increase in gas supply, Southern's inventory stabilized at the
critical level and Southern was able to maintain deliverability of the 91 percent
allocation of priority 1 quantities to all of its customers throughout the 19th and
the 20th. However, Southern's pipeline inventory did not begin to improve and
remained at the critical level for almost 24 hours until the temperature moderated
slightly the afternoon of the 20th. As a result of the moderation of temperature
on the 20th, and receipt of new emergency supplies beginning late on the 21st,
Southern's pipeline inventory began to improve. Southern was still, however,
withdrawing from Muldon Storage Field at near the maximum rate, which was
resulting in a further decline in the inventory of working or top gas and delivera-
bility from Muldon.
At this time, a number of Southern's distributors notified Southern that their

peak shaving supplies were either exhausted or at critically low levels and that
continued curtailment of priority 1 would completely exhaust peak sh aving
supplies in the next two or three days.

All of Southern's large distributors as well as many of its small distributors
have historically served a large percentage of their priority 1 load with peak
shaving supplies principally from propane-air plants and in a few instances from
pipeline LN G plants. If these peak shaving supplies are exhausted, particularly
the peak shaving supplies of Southern's larger customers, there is absolutely no
way a disaster on Southern's system can be avoided.
With the moderation of the weather, Southern was able to terminate the cur-

tailment within priority 1 and commence serving 100 percent of priority 1 effective
beginning the day of January 21. However, Southern sent a telegram to its cus-
tomers that same day explaining why the curtailment within priority 1 had ended
but emphasizing that the critical gas supply situation was still very much with us.

Southern has made every effort to alleviate its current gas supply crisis with
emergency gas arrangements. Southern has contacted over 150 sources of gas
supply as part of this effort. These sources include every major and small producer
known to us, every pipeline which would even conceivably have gas available for
use by Southern, and many distributor companies known to Southern to have gas
storage facilities. Southern contacted senior officials of every major producer at
least twice and is in daily contact with pipelines who might conceivably provide
help to Southern. Several of the pipelines contacted indicated that they cannot
provide Southern with gas on a regular basis but that they will try to help should
Southern begin to lose pressure to the point of failing.
The cooperation which Southern has encountered in alleviating its critical

situation has been excellent. On the second day Southern was curtailing into
priority 1, Southern received 310,000 Mcf (15% of full priority 1 requirements, or
17% of that day's curtailed priority 1 requirements) from five other interstate
suppliers and one distribution company, with several other pipelines cooperating
in the transportation of this gas.
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Other pipelines have informed Southern that should Southern's pipeline system
reach the critical level and approach failure again, they will render Southern such
aid as they are able. If this Congress is able to develop a means to allow such shifts
of gas between pipelines on a voluntary basis and at the same time insulate the
pipeline providing aid from liability, the public interest will be best served.
In addition to the five pipelines which have provided Southern the bulk of its

aid, two other suppliers have rendered additional assistance. One intrastate dis-
tributor has provided Southern with substantial aid and one electric power com-
pany has provided Southern with substantial aid by allowing Southern to displace
gas burned by it with fuel oil and making the gas available to Southern's system.
Southern is currently working on somewhat similar arrangements with three other
electric power companies.

Southern has pursued every source of gas known to it. However, Southern has
had very limited success in purchasing gas because there is very little undedicated
gas on either the interstate or intrastate markets.

Again, I would like to emphasize that the cooperation and help that Southern
has encountered during this very critical situation has been extraordinary. This
includes not only the pipelines and other entities from whom Southern was seeking
gas but also the Federal Power Commission and the Federal Energy Administra-
tion which have labored late at night and on weekends to issue orders within the
current statutory authority afforded them to allow Southern to take the necessary
action to attach emergency gas.
In addition to Southern's efforts to locate gas for itself, it has made a major 4s

effort to aid its distributors. As I stated earlier, the category 1 curtailment insti-
tuted on the 19th and 20th of January had a drastic impact on the propane
supplies of our major distributors.
An example of what occurs if a distributor exhausts its propane supplies is the

January 19 experience of the City of Tallahassee, the state capital of Florida.
The distributor serving that city is served by Southern's wholly-owned subsidiary,
South Georgia Natural Gas Company. Due to the serious curtailments that
Southern and South Georgia had instituted on the 19th, Tallahassee exhausted
all of its peak shaving supplies on the afternoon of the 19th. Tallahassee im-
mediately began to overrun its allocation from South Georgia but the unprec-
edented low temperatures in the area resulted in the residential and commercial
demand in Tallahassee exceeding the capacity of South Georgia's line to Tal-
lahassee. For this reason, Tallahassee's pressure continued to fall in spite of taking
all the gas that the capacity from South Georgia allowed it to take and it was
only through the quick reaction of Florida Gas Transmission Company, which
installed an emergency connection from its pipeline to the distribution system
on the other side of town, that pressure was sustained in the distribution mains
at an adequate level to prevent total interruption of service to all the customers
in Tallahassee.

Southern has instituted a major effort to locate propane supplies and trans-
portation therefor for those customers and to obtain the waivers from the Federal
Energy Administration necessary to improve the propane supplies of those
distributors. To date Southern has had limited success in locating transportation
for about 10 distributors which had propane allocations. The continuation of this
transportation is, however, uncertain.

Southern's current status is that it has withdrawn approximately 35.7 Bcf
from the Muldon Storage Field which equals about 69% of the 52 Bcf design
capacity of that field in the first 57% of the winter. The unprecedented withdrawal
from Muldon has resulted in a major decline in deliverability from Muldon and
has threatened Southern's ability to meet the peak day residential, small com-
mercial and other essential requirements on its system which cannot safely
withstand curtailment.

Mr. DINGELL. Gentlemen, we are trying to figure out whether we
proceed to the questions or whether we break for lunch. Do you have
preference?

• I am sure all of you have engagements elsewhere.
Mr. SEDER. Mr. Chairman, there is nothing more important than

what is going on in this room so we would like to stick with it.
Mr. HEAD. Unless we can give you more information after lunch.



Mr. DINGELL. I think we would all be well served if we did recess
briefly. There is some discussion—I would like to have our staff talk
with yours during lunch to try to get clarification.

If it meets your approval, I would like a recess.
Gentlemen, with thanks, we will recess and we will be here at 2:30.
[Whereupon, at 1:45 p.m., the subcommittee recessed, to reconvene

at 2:45 pm. the same day.]

AFTER RECESS

[The subcommittee reconvened at 2:45 p.m., Hon. John D. Dingell,
chairman, presiding.]
Mr. DINGELL. The subcommittee will come to order. The Chair

observes that at the time the subcommittee recessed, we were hearing
from a distinguished panel of representatives of the pipeline indus-
try and the prepared statements were concluded. We will now rec-
ognize members of the subcommittee for purposes of asking questions.
The Chair might go into the one rather thorny question that im-

pressed us at a time earlier. This was the question of compensation
for gas taken. As the Chair recalls, Mr. Seder addressed himself to it;
Mr. Head also. Gentlemen, any of you who so chooses might give us
your thoughts and judgment as to the fashion in which we could best
proceed in terms of drafting the compensation sections with regard
to gas taken under the allocation procedures of the proposal.
Mr. Seder, would you like to answer first?
Mr. SEDER. On page 10 of my prepared statement, Mr. Chairman,

I have proposed some specific language that I think would meet the
concerns that we have expressed. The problem with the language of
the bill is that the pipeline delivering gas under an order of the
President would only 
Mr. DINGELL. Excuse me just a minute. We have a problem with

noise in the room. The Chair asks that our guests respect the hospital-
ity of the committee and allow the witnesses to be heard by the
committee.
Would you continue?
Mr. SEDER. The problem with the bill as it is written in section

4(f)2 is that it only attempts to compensate the pipeline for the actual
gas cost of the gas that is taken away from it but, as I indicated in my
statement, that only represents about 60 percent of the pipeline's total
costs, so when it loses that sale, in order to be made whole it must
receive not only its cost to purchase gas but also the other 40 percent
of its cost that goes to pay taxes and operation and maintenance and
capital costs, and so on. So if the intent of the bill is to make whole the
pipeline delivering the gas, this bill does not do it.
The second and related point is that I think it is the intent of the

bill—with which we certainly agree—that you should not simply
replace the gas at the average cost paid by the delivering pipeline. If
I could give an example on our system, I think I can indicate what
I mean.
The average cost of gas which the Michigan-Wisconsin pipeline

pays is around 60 cents but a part of that average is made up of gas
which it purchases from Canada at $1.92 cents athousand cubic feet.

85-719-77---7
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If we were called upon to transfer gas to some other company, we
should be compensated on the basis of the $1.92 gas, our highest
incremental cost of gas, rather than the average cost.
So there are two elements of section 4(f)2 that require revision, as

we see it. Now that excess of $1.92 over $0.60, in my example, we feel
should then be flowed through to our customers.
We do not propose to make a nickel's worth of profit on that and

that could be accomplished through section 7 with an appropriate
amendment. Again, we have suggested language to accomplish that.
Mr. DINGELL. Thank you.
Mr. Head, do you have a comment to make?
Mr. HEAD. Mr. Chairman, I would say that Mr. Seder's proposed

technical changes in the language have been reviewed by my company
and a number of other pipeline companies. All of us concur in his
suggestions and think they are worthwhile.
Mr. DINGELL. Gentlemen, the Chair thanks you.
The Chair will recognize members of the committee for purposes of

asking questions. The Chair recognizes my friend and colleague, Mr.
Brown.
Mr. BROWN. First, I would like to find out the extent of curtail-

ment—percentage of curtailment—of each of the four pipelines. I
know Mr. Clarke represents Columbia Gas and they serve our area,
and are extensively curtailed now, but would you give me the per-
centage of curtailment in each of the areas you serve?
Mr. CLARKE. Congressman Brown, I am afraid my answer is going

to be lengthy.
Mr. BROWN. Try not to, because I have several questions.
Mr. CLARKE. We serve in seven States. Each of the individual

commissions have a different method of allocating the gas, but let
me 
Mr. BROWN. I am interested in the percentage of your curtailment

at present.
Mr. CLARKE. Let me give you Ohio. Large industrial boiler loads

are curtailed 100 percent, large substitutable industrial loads 100
percent, large non 
Mr. BROWN. Perhaps I could ask the question a different way.

What percentage of distribution are you unable to meet at present?
What percentage of your contract distribution?
Mr. CLARKE. Approximately 25 percent.
Mr. BROWN. Mr. Seder?
Mr. SEDER. Mr. Brown, our pipeline is curtailing its customers

about 12 percent below their contract, annual contract requirements,
but let me say this: This is the trouble with any simplistic approaches
to this because we started out with less of an industrial load than most
other systems to start with, so when you apply a percentage against a
different base of industrial versus residential markets 
Mr. BROWN. I don't mind your submitting for the record this

lengthy explanation but I am trying to get at a general figure of
percentage of curtailment so I can see whether we have heavily cur-
tailed pipelines or pipelines that are not curtailed. The difficulty here
is, I was asking a simple question to just get a general impression.
Mr. SEDER. It is not a simple question.
Mr. BROWN. I will take back the question and ask something else.

Could you tell me, Mr. Head, what your percentage is?
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Mr. HEAD. Yes. Our percentage—and this is throughout the pipe-
line—is approximately 20% to 22 percent.
Mr. BROWN. Mr. Smith, could you tell me?
Mr. SMITH. I could answer a different way.
Mr. BROWN. I want a percentage, if you can do it.
Mr. SMITH. It is a function of weather, Congressman; on a cold—
Mr. BROWN. I know that. Could you tell me what it is right now?
Mr. SMITH. I would say right now about 20 percent today.
Mr. BROWN. This bill grants broad authority to the President

without very specific statutory guidelines. Would you support an
amendment that would set out with more precision which pipelines
have to give up gas by requiring that the Government first turn to
pipelines still supplying boiler fuel, then to those supplying priority 3
and so forth.
Mr. SEDER. We would not support such a proposal.
Mr. BROWN. Why not?
Mr. SEDER. Because the whole purpose of this legislation is to permit

the President or his designee to get together with the pipelines—
those who are requesting gas and those from whom it may be
requested—to sit around and try to get at this problem in a practical
way. We can't if you are going to spend 2 weeks drawing up regula-
tions and go through all the other procedures that have stymied
action at the Federal Power Commission.
Mr. BROWN. How is that decision going to be made? Some of us

represent individual constituencies and are nervous about giving the
President total authority to cut a deal. I want to know what guide-
lines he is going to use. I was advised by the Federal Power Com-
mission that they were not sure about the guidelines or whether there
would be any new process.
Mr. Clarke represents an area which serves my constituency and

my constituency is in deep trouble with industry closed and with
schools closed.
I don't know whether we are in a give-or-take area and I think

other Members of Congress have the same trouble with this legisla-
tion. How would you make those decisions?
Mr. SEDER. We are beyond this point where you can make general

regulations and state general propositions that will be automatically
applied. I think it is absolutely essential that all of the parties
involved, whether they are give-or-take pipelines, get together at one
time with the President's designee and go over the situations on each
system item by item and that is the intent of this proposal.

It is not only the availability of gas. I think in the ultimate solution
of this question you are going to have to take into account the avail-
ability of all other forms of fuel, too.
Mr. BROWN. How long do you think it will take for whoever makes

that decision—and I hasten to point out there is nothing in this legis-
lation that invites the President or requires the President to get you
all together to discuss it. But how long do you think it will take to
make that decision? That is the question. Does this legislation solve a
problem or are we still going to be talking about this when God brings
the crocuses through the snow?
Mr. SEDER. The whole intent of the legislation—and I think this

is borne out by Dr. Schlesinger's statement—is that the pipelines
will get together with the President's designee—and that is provided
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in a section of the act, section 4(d)—and the whole theory of it is that
these problems are too complex to be done on the basis of stale data
and uninterpreted data.
The only way to do it is to get people who can speak for each of

these pipelines together and go around the room and find out what the
problem areas are, what are the practical ways of meeting them, and
who is going to give gas to whom.
Mr. BROWN. Could the President do that, get the pipeline com-

panies together without the authority of this legislation?
Mr. SEDER. He could, I suspect, but the purpose is once this deci-

sion has been made in this joint group approach, then it is issued as
an order of the President which confers this damage suit and the
antitrust immunity without which we cannot start giving away our
customers' gas.
Mr. BROWN. Has the President been in touch with any of you?
Mr. SEDER. We met with Dr. Schlesinger and the chairman and

Senator Stevenson to discuss the proposition.
Mr. HEAD. Our problem, Congressman, is that, as you have

ascertained, all of us are curtailing. Every pipeline is curtailing. Any
gas which we give up is gas that our customers have a contractual
right to. If we voluntarily, during these times of severe shortage, give
up our customers' gas, our customers obviously have a very good
and legitimate lawsuit against us for giving up their gas, so someone
has to look at the entire picture and decide who should give up the
gas. We are at our wit's end now to voluntarily take many more steps
other than we are now taking, and we are taking plenty now.
Mr. BROWN. When an industry is forced to close down and

lay off personnel that might be paid or not paid as a result of action
taken out of this legislation, should there be some procedure whereby
they have the opportunity to express their position or get new
compensation?
Mr. HEAD. This legislation permits the President to call in not

only the interstate pipelines but the distributors and presumably he is
entitled to call in local distributors under this legislation, and he
could call in the industries, if the distributors don't represent the
industries, he could call them in, too. I would hate to see such a gigantic
meeting.
Mr. SEDER. I, and each of these gentlemen, who have represented the

areas we serve are going to make every effort we can to keep as much
gas for our areas as we can. It may not be the best personal repre-
sentation but I am going to do the best I can to keep all the gas we
supply to Michigan in Michigan.
Mr. BROWN. We don't have any and I would like to have some of

your gas.
Mr. SEDER. If we give any up it is because I am convinced it is

better used elsewhere.
Mr. BROWN. I have been advised my time is up.
Mr. SHARP. The Chair recognizes Mr. Broyhill.
Mr. BROYHILL. The gentleman from Ohio is referring to the subject

I brought up this morning, to provide some guideline in the legisla-
tion on how the gas and in what order the President would divert
gas, and I was suggesting that the first gas that would be diverted
would be the gas that is being burned as boiler fuel—that is where it
is being burned and no alternate. We would not take gas where there



95

is not alternate fuel available but if alternate fuel is available and
being burned as boiler fuel, that would be the first diverted.

If there is no boiler fuel gas available, then the President would
order diversion of gas and under FPC priority 3 after that gas has
been diverted, the President would order diversion of priority 2 gas.
This was an orderly procedure that seemed reasonable to me, that
would be more fair to all.
I regret because of other obligations this was a little late. I don't

know if they got specifically to that proposal or not. Could I have
some comment from perhaps Mr. Clarke or others on that proposal?
Mr. CLARKE. Congressman Broyhill, Congressman Brown was

asking this question. Mr. Seder said that time would not permit
drawing such guidelines. I feel that with or without such guidelines
the procedure that you have just described is the one that is going to
take place.

If an individual company—this act first only covers high priority
uses which is almost to say human needs—and if someone has a need
of gas for human needs I would assume that the President or those to
whom he delegates the authority under this act, would go down the
established priority listings of the Federal Power Commission starting
with boiler fuel and proceeding down to priority 3 and then to priority
2 and that it would take from any pipeline that had boiler fuel and
use that up before it went to another pipeline who was in some higher
priority.
I would assume that is the way the proceedure would work, and

absent consuming a lot of time in establishing or describing such a
procedure, speaking for Columbia I would have no objection.
Mr. BROYHILL. My concern is there is no agency in town that has

been in court any more than the Federal Power Commission. We are
going to leave this thing in such a way that this act is going to be in
the courts for years to come and instead of helping people get gas, we
are just going to make a fortune for the lawyers around town, and it
would seem to me that we could do everybody a favor by being more
explicit as to what the congressional intent here is, and save a lot of
litigation in the courts.
Mr. SEDER. Mr. Broyhill, I think most of the litigation that has

occurred at the Federal Power Commission is exactly because they
have tried to set out these general standards and then they spent 4
or 5 years litigating who comes within each category. It is that kind
of controversy that we are trying to avoid.
We are trying to approach this as an emergency situation that is

going to end April 30 and that somehow or other we have to get
together in a practical way to meet it. I don't think setting general
standards and then trying to decide whether industry A falls into one
or another is the way to do it. And just to give you an example of the
problems that I foresee with it, suppose our system was required to
deliver 50 million cubic feet a day to some other system? It might
be much in the public interest that we shut down industries in order
to provide that gas on a basis different from the priorities that you
might establish by general regulation.
What might be much better in the public interest in Michigan is

that a small boiler fuel customer be permitted to keep going, if to
take his gas away would shut him down, if the gas could be provided
through some other lower priority customer.
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So I am saying that the whole approach of this legislation is that
the pipeline industry will in effect voluntarily attempt to meet this
problem under the aegis of the President's designee and that this is
the only practical way that we are going to meet this problem.
Mr. SHARP. The Chair recognizes gr. Krueger, from Texas, for

5 minutes.
Mr. KRUEGER. Gentlemen, we appreciate your being here. I should

like to direct three different questions to the panel. The first is this
legislation allows an intertie with the intrastate system so that for
the movement of gas between interstate pipelines there can on oc-
casion be the use of intrastate pipelines.
I am wondering, am I not correct that for many years the interstate

pipelines have in fact been moving the gas from one interstate pipeline
to another and if this is correct, is there need for this very costly
interconnect system with the intrastate system.
Mr. SMITH. I would submit to you, Congressman, that there is such

need and I would prefer not to identify a specific company, but we
have a situation now where we could move a substantial amount of
gas from one area of the United States to another getting it into our
system and if we could move it through an intrastate system which
exists it would greatly facilitate that transportation.
Because we cannot do that, we in effect have to go through two or

three other pipelines and we are not going to be able because of
capacity limitations in those lines to get the full quantity of gas that
we otherwise would.
This is gas which would be diverted and we would pay the replace-

ment cost for a boiler fuel load and they have an alternate fuel capa-
bility, but it would be diverted and we would pay the replacement
cost for a boiler fuel load and they have an alternate fuel capability,
Nit it would greatly facilitate this kind of situation if we could move
ttat gas through the intrastate system, and I said before, sir, I would
hope this provision would remain in your bill.
It does not envision costly interties, as I comprehend it, of any kind.

There may be a matter of small interconnection but it would not be
expensive.
Mr. KRUEGER. In connection with boiler fuel, you just mentioned

I was told that Southern Natural as late as December 21 was still
selling its natural gas for boiler fuel use. I wonder whether this is
correct?
Mr. SMITH. I would categorically deny that, Congressman, insofar

as the FPC's priority systems are concerned. We have not since the
beginning of the winter heating season, which was essentially Novem-
ber 1, sold any gas at any lower priority use than priority 3 on the
FPC's priority system.
We do not, sir, have control over what our distribution purchasers

do with the gas after it gets in their systems and it is possible—and
I canna testify of my personal knowledge one way or the other—that
some of those companies may on some days have utilized some of the
gas which they were receiving under our allocation system in priorities
1, 2, 3 for sale as boiler fuel loads, but I don't think the volume, if
they did it at all, is much.
Mr. KRUEGER. Do the various pipelines have adequate knowledge

of how the gas they sell is used? I can understand that by and large,
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and I think I see Mr. Head shaking his head, "No, they don't."
My understanding is that you have a rough notion in terms of selling,
that something is told to you to be priority 1, 2 or whatever, but the
fact is we have very little data about how the natural gas is used,
whether or not it is used by residential, small business, or some form
of industry or something else.

Is this correct, then, that we have little knowledge of how the gas
is actually used in terms of its end use?
Mr. SMITH. I think we have a good feel for that on our system but

again we have no precise control over what the distribution company
does with it on any given day.
For example, should they feel like doing it they can use synthetics

or supplemental gas facilities to provide uses other than comparable
to our category 1, 2, 3.
Mr. HEAD. Congressman, most of our customers have other supplies

from other pipeline companies, their alternate fuels and whatnot, so
that we although we have some general ideas as to the loads they are
serving, we do not have concrete information.
Only when they get in trouble and are about to curtail priority 1

and 2 do they then tell us—and they assure us at that time they have
all other loads cut off—but we cannot tell you definitely what loads
they are serving on any day.
Mr. KRUEGER. I should like to know in that connection whether

you have information about the alternate fuel capabilities of some of
the large customers that you serve.
Mr. HEAD. We have, yes, general information. We always know

the types of alternate fuels they have available to them but whether
they have the plants in operation or not is something we do not know
on a day-to-day basis.
Mr. KRUEGER. Mr. Seder.
Mr. SEDER. I was going to say during ordinary times the practice

of the pipelines has been simply to indicate either by contract or by
curtailment to their customers how much gas is going to be available
and then it was up to them to decide how it should actually be burned,
but in this crisis period, emergency period, we are getting very close
to those customers on a daily basis so we have a much better feel
because we are talking to them virtually daily as to what loads the
distributors are actually serving and also what the alternate fuel
availability is in the areas that they serve.
Mr. KRUEGER. Could you give me an idea since I understand that

yours is probably the gas-richest pipeline in the interstate system 
Mr. SEDER. I want to disabuse you of any such notion.
Mr. KRUEGER. It is one of the richer, then, perhaps. Could you give

me an idea of what kind of effect you expect it to have on your cus-
tomers if this bill should pass?
Mr. SEDER. I will be happy to do so. If the weather remained normal

from now until the end of the heating season 
Mr. KRUEGER. Which it probably won't.
Mr. SEDER [continuing]. And if we don't suffer diminution of sup-

plies from the producing fields because of freezeoffs and if we had no
gas allocated away from our system, we could probably meet the firm
needs of our customers, industrial as well as commercial, and residen-
tial. But if any one of those three things does not happen in that way,
we are going to be shutting down firm industrial customers, too.
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Mr. KRUEGER. This is without sharing any of the gas you might
have with other interstate pipelines?
Mr. SEDER. Yes.
Mr. SHARP. The time of the gentleman has expired. The gentleman

from Ohio, Mr. Devine.
Mr. DEVINE. I will defer to the other gentleman from Ohio.
Mr. BROWN. All of our pipelines purchase gas in the marketplace;

is that correct?
Mr. HEAD. Yes.
Mr. BROWN. As such, I assume you have some reasonable picture

of how much gas is available in producing States where you historically
make gas purchases. What is your assessment of how much gas you
can purchase in terms of meeting your deficiencies in the provisions
of the law which I understand allow you to purchase gas until July 3?
Mr. CLARKE. Not under the provisions, Mr. Brown. Not under the

provisions of this act. But we have been striving to purchase emergency
gas since November 15 or thereabouts and the free and unencumbered
gas that we have been able to find in Texas, Louisiana, Oklahoma,
et cetera, amounts to about 12 billion to 15 billion cubic feet. That
is—putting it in perspective—that is to be measured against an excess
drawdown on our storage system thus far this winter of 90 billion
cubic feet.
Mr. BROWN. SO it is a relationship of 12 billion to 90 billion. What

do you mean "free and unencumbered gas, that which is not already
committed to contract"?
Mr. CLARKE. Gas not committed to interstate commerce. Intra-

state gas in each of the States I mentioned and we were able to make
emergency purchases.
Mr. BROWN. Now what price was that? Was that at the frozen price

of $1.42 or at the previously frozen price of $0.52, or what price?
Mr. CLARKE. All of these emergency purchases were in round

numbers $2 per Mcf at the wellhead.
Mr. BROWN. Market price?
Mr. CLARKE. Yes, sir.
Mr. BROWN. And your need is 90 billion and you could get only

12 billion of that?
Mr. CLARKE. More or less.
Mr. BROWN. At market price. Mr. Seder, you don't have to buy it

because you are in good shape; arent't you?
Mr. SEDER. No; we have to buy it like anybody else. Our storage

needs are drawn down like anyone elses. I have no figure to give
you, Mr. Brown. We think there is a significant amount of intrastate
gas that would be available.
Mr. BROWN. Supply for the record the justification of it. Mr.

Clarke has been out in the market looking, I gather, and has experience
to establish the figures that he gave. Would you supply some figures
for the record and justification for those figures?
Mr. HEAD. Mr. BROWN, at the present time from one pipeline that

I know of, an intrastate pipeline is delivering between 250 and 300
million a day by way of emergency sales today in the State of Texas.
That is a 60-day emergency sale and presumably if we do not have
an extremely cold winter, that gas will be available to other pipelines
at the expiration of the sale.
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Mr. BROWN. What do you mean "if we don't have an extremely
cold winter"? What will happen if the winter is extremely cold?
Mr. HEAD. In the area in which the gas is produced 
Mr. BROWN. Which is where?
Mr. HEAD. Which is Texas, if we continue to have cold weather

there substantially all of the available supplies in Texas will be
required to meet the needs of the consumers in Texas. There is very
little gas available there today.
However, I wish to add that this summer I think that rather

substantial quantities of gas can be made available from the intrastate
market to the interstate market if this bill is amended as we have
suggested, section 6.
Mr. BROWN. You mean the time is extended?
Mr. SMITH. We have been in the market since early December

endeavoring to buy supplemental natural gas on an emergency basis
and we only received a trickle. About less than 1 percent, sir, of the
total average daily through put in our system comes today from
energency purchases which we have been able to make from producers
in the field.
We have gotten loans of gas from other pipeline companies which

had a little extra gas to give us—and from one distribution company—
and we have been able to displace boiler fuel which was being burned
where there was alternate fuel capability, get the natural gas by
paying the utility company the replacement cost of the oil which it
would use instead, and that is where the significant help has come
to our system.
Mr. BROWN. I understand that it has been proposed and it is in

the legislation, too, that there be ceiling prices set on this gas. Is your
feeling that you will get more or less gas if a ceiling price has been
set? I assume that you are all telling me that the 180-day provision
or the 31st of July provision won't be terribly effective in stirring
up new gas. Is that correct?
Mr. HEAD. That is correct. If the ceiling price is established by the

President that will severely restrict our ability to buy gas.
Mr. BROWN. Should that provision be taken out of the bill?
Mr. HEAD. In my judgment, yes, but if you want a ceiling I have

suggested a ceiling which is the going market price. If that is politically
what you need, I think we can buy gas at that price.
Mr. BROWN. Relative to setting that intrastate market price the

Federal Power Commission currently has no authority over mstra-
state market price. How do they get the information that enables
them to set the market price? Why don't you let the market set the
the market price? The Federal Power Commission has for 20 years
set the cost-based price and it has always been 3, 4, 5, or 10 years
behind the market and the result is you don't have any natural gas
in the country available even to the intrastate market in some in-
stances.
Now if that is such a wonderful record for the FPC, how are we

going to get them to set the market price when they don't have in-
formation on what the market price is?
Mr. SEDER. We are suggesting this bill be amended so Congress

would set the ceiling price.
Mr. BROWN. Congress will do better than FPC?
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Mr. SEDER. Just a minute. We suggested that it be set at the average
of the three highest prices.
Mr. BROWN. How do you get that information?
Mr. SEDER. It is not hard.
Mr. BROWN. Where does the FPC get it now?
Mr. SEDER. It is available.
Mr. BROWN. Where do they get it now? Do they have it now?
Mr. SEDER. Yes; they have it and they make surveys, but let me

be practical about it. Most of the gas we would have would be from
intrastate pipelines such as Houston Natural or Oklahoma Natural.
Our proposal is we would pay for intrastate gas the average of the
three highest prices that they pay their producers, intrastate. Now
that is not hard to get.
They would provide that information for us without any question.

I don't think there is a practical problem in establishing what the
three highest prices being paid for intrastate gas are.
Mr. CLARKE. We have been into this a time or two in emergency

purposes. We leave the burden of proof to the producer. He has to
present persuasive and convincing evidence of what the three highest
prices, going price in the marketplace for the particular region.
Mr. HEAD. I have one alternative. If anyone believes there is that

problem you could establish a ceiling price equal to the Btu equivalent
to upper tier domestic crude which is about $2.04.
Mr. BROWN. Frozen by law today?
Mr. HEAD. Yes; there would be no appeal from that ceiling price

and we could buy gas at that price, plus 10 percent for intrastate
pipelines for handling and moving gas to our systems.
Mr. SHARP. Gentlemen, we appreciate very much your testimony

and patience. Mr. Moorhead, I am sorry I didn't see you come in. Do
you wish to be recognized for 5 minutes?
Mr. MOORHEAD. Mr. Head, I was interested in the reply that you

gave a few minutes ago. You don't believe there is any gas in Texas
and in that part of the country that could be used to help alleviate
this shortage we have now?
Mr. HEAD. As of today; no, sir. As of tomorrow, there might be

some. It will depend on the weather.
Mr. MOORHEAD. If we pass legislation that gives the President a

right to decontrol as far as the price is concerned and allows an
adequate amount of money for shipment of gas in interstate com-
merce during this emergency, you don't think it is going to produce
any gas in that part of the country?
Mr. HEAD. The gas that can be produced in that part of the

country will be gas that is temporarily surplus to the needs of the
consumers in that part of the country. This summer as I have stated—
particularly if we have, say, a mild summer—as long as the tem-
perature stays at 75° where you don't have any heating load and any
air-conditioning load—we will have appreciable quantities of gas that
we will be able to buy for storage purposse.
Mr. MOORHEAD. As I understand it, at the present time there are

gas companies in this country that are voluntarily giving up some of
the gas that they have under contract to some of the other gas com-
panies that have a difficult time. If an adequate amount of money
could be paid to some of the users in Texas who have a low priority,

-e
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don't you think they would permit some of that gas to be shipped out
to these areas in the Northeast that are freezing to death?
Mr. HEAD. To the extent they have alternate fuel capabilities and

the alternate fuels are available and the price could compensate them
for that fuel, they would be delighted to help this country out.
Mr. MOORHEAD. If I understand your answer a while ago correctly,

you are not too wild about the idea of voluntarily setting allocations
yourself; is that right?
Mr. HEAD. I don't think my customers are going to be happy about

my voluntarily giving up their gas.
Mr. MOORHEAD. But your customers are the gas companies and if

they can agree to do that and if they can voluntarily allocate it, that
is all right with you; is that correct?
Mr. HEAD. Yes; and these are the measures which we have been

taking this winter and in past winters, but we have about used up
these measures because the winter has been so bad and everybody is so
short we are unable any more to handle it voluntarily, we think..* Mr. MOORHEAD. I have no further questions.
Mr. DINGELL. Gentlemen, we appreciate your assistance in this

matter and we will now move along to another panel. We are going
to break our schedule just a little bit here and hear from a Member of
the House of Representatives, Mr. Peter Kostmayer.
Mr. Kostmayer, we would appreciate if you would summarize your

testimony and we will make it part of the complete record.

STATEMENT OF HON. PETER H. KOSTMAYER, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. KOSTMAYER. It is a short statement if I may read it.
Mr. Chairman, I appear today not as an expert witness but rather

as representative of one of those States which has been hit so cruelly
by the winter.
Gov. Milton Shapp has well stated and documented the problem,

and I want to commend him on his leadership in dealing with this
crisis that besets the people of Pennsylvania.
The freezing temperatures in the Commonwealth have caused dis-

ruptions in natural gas service which have affected the lives of all our
citizens. Our economy is severely threatened. I am sad to report the
situation in my own Eighth Congressional District in south-
eastern Pennsylvania as follows:

1. All schools—public, private, and parochial—have been closed at
the order of the Governor. I need not detail the effect of the school
closing on not only the students but also on their teachers and working
parents.

2. Of the nine major gas utilities in Pennsylvania all have severely
curtailed supplies to their industrial users.
The Philadelphia Electric Co. serving several million people in the

city and suburban areas has asked its 110 largest customers to volun-
tarily shut down today, Saturday, Sunday, and Monday. This will
affect 15 employers and over 15,800 workers in my District. The pros-
pect of further layoffs and even plant shutdowns in other areas is
imminent.
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For example, the Fairless Works at United States Steel—the largest
employer in my district—has suspended operations at some of its
facilities unable to use alternate fuels.
I ask permission to insert in the record a telegram I received yester-

day from R. W. Smith, vice president and general manager of United
States Steel that states the proportions of this crisis.
Mr. DINGELL. Without objection.
Mr. KOSTMAYER. United Gas Industries, a large utility serving many

counties in Pennsylvania, including the two I represent, estimates
that 630,000 jobs rely on its service. In an area of already high unem-
ployment, the economic impact of such massive layoffs would be
disastrous.
The utilities are attempting to maintain at least some critical loads

to industrial customers. The danger, of course, is that even if plants are
shut down, they must at least have fuel for maintenance and plant
protection. It is possible that after this weekend they may have no gas
for industrial customers. There is, therefore, a chance of permanent
damage to plants as a result of frozen equipment and pipes.

3. Natural gas reserves are dwindling. Philadelphia Electric began
the winter with a liquefied natural gas reserve equal to 1.2 billion
cubic feet of gas. Now there are only 550 million cubic feet left, a 55
percent depletion.
The utility considers 250 million cubic feet as the lowest level to

which reserves can be diminished since this amount is needed in the
case of a gas main break or other disaster. There are, therefore, only
300 million cubic feet or 1 day's supply of reserve gas remaining
for the winter.

There is a danger that if the pressure in pipelines cannot be main-
tained, a complete loss of service in some communities would result.
In that event, mass care centers would have to be established.

4. The chances for a break in the weather in the near future are
bleak. The U.S. Weather Service is forecasting a new cold wave for
this weekend which will plunge temperatures to as low as —5° F.
below zero.
In light of all these factors, it is clear there is a crisis in southeastern

Pennsylvania. Prudence dictates that the Federal Government act,
and act quickly to avert a disaster. The health, welfare, and safety
of all Pennsylvanians is at stake.
I commend the President for acting so promptly and decisively-

in submitting his energy proposals to the Congress. But as the Presi-
dent says, this legislation will not solve our enormous and complex
energy problems. What this legislation will do is to insure that no
section of the country will be without essential services during the
crisis.
In this regard, there are two features of the Emergency Natural

Gas Act of 1977 which I feel are particularly important.
The first gives the President emergency authority to order gas

shipments if there is an imminent threat of curtailment of residential
service. It is alarming that we now have a gas allocation system in the
country which fails in this regard. If homes, hospitals, and essential
services are threatened with no heat, the utilities and gas transmis-
sion companies should have contingency plans to respond. Since it
is apparent they do not, we must and should give the President the
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power to order pooling and direct shipments to the areas of greatest
need.
The second feature of the act I feel is especially beneficial gives the

President the power to establish the price of shipped gas if the supplier
and purchaser cannot agree on a price. No company should be al-
lowed to reap unreasonable profits at the expense of helpless con-
sumers. The inadequacies of the Nation's natural gas system should
not be paid for by those citizens who are caught in this crisis through
no fault of their own. This cruel winter is already taking their jobs
and we should not now ask them to pay exorbitant prices for their
heat.
The President on Wednesday called upon the Nation to meet

this challenge. I hope the Congress meets its challenge and responds
affirmatively to this legislation.

Finally, Mr. Chairman, I would like to thank you and my col-
leagues for the opportunity to appear here before you not as an expert
witness but to inform you of the situation in that section of the
country I represent.
Thank you very much, Mr. Chairman.
[The telegram referred to follows:]

TELEGRAM

Congressman PETER H. KOSTMAYER,
Longworth House Office Building, Washington, D.C.
DEAR CONGRESSMAN KOSTMAYER: I urgently request your help in getting

immediate legislative action on corrective measures regarding the devastating
energy problems we are currently experiencing, especially, the shortage of natural
gas. The consequences of inaction are having an adverse impact on industrial
operations which in turn, is having a direct effect on jobs in the Fairless Hills
economy.
At our Fairless Works' Steel Production Facility, the effects of the natural gas

shortages are having a major impact. We have been forced to suspend operations
at some of our facilities that cannot use alternate fuels. Further natural gas
curtailment on February 1, from our Philadelphia area supplier will result in
more production curtailment and layoffs.
There are several reasons I am calling our energy problems to your attention.

First, the situation in the Fairless Hills area from an energy availability stand-
point, and particularly natural gas, is very critical. More gas is needed immedi-
ately. Second, indications are that weather conditions for the remainder of January
and February are going to continue to be severe. The regrettable result is that
further production cuts and layoffs will occur and the consequences will have a
nationwide effect on production, jobs and the economy. Third, the time is long
past for permanent deregulation of natural gas. There has to be more production
at the wellheads—nothing else has worked to get more natural gas supplies.
Fourth, there is a shortage of railroad cars for hauling fuel oil and coal. This
further compounds the energy problem.
I urgently request your good assistance to help insure that more natural gas

is made available immediately and the permanent decontrol measures be taken
to encourage further gas exploration.

R. W. SMITH,
Vice President and General Manager,

United States Steel Corp.,
Eastern Steel Division.

Mr. DINGELL. We thank you very much. We appreciate your
assistance to the committee.
Our next witness is a panel of consumers: Lee White, Consumer

Federation of America; James F. Flug, director, Energy Action Com-
mittee; Charles Wheatley, general counsel, American Public Gas
Association; and Mary Ann Aiello, Rockford, Ill.

JANUARY 27, 1977.
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Thank you all for being present with us to give us testimony on the
legislation now pending before the committee and we will recognize
you all in order.
We will start with Mr. Wheatley, then Mr. White, Mr. Flug, and

Mrs. Aiello.
Would you each identify yourself fully for purposes of the record

and then you may proceed.

STATEMENTS OF A PANEL CONSISTING OF CHARLES F. WHEATLEY,
J.R., GENERAL COUNSEL, AMERICAN PUBLIC GAS ASSOCIATION;
LEE C. WHITE, CONSUMER FEDERATION OF AMERICA; JAMES F.
PLUG, DIRECTOR AND COUNSEL, ENERGY ACTION COMMITTEE;
AND MARY ANN ATET.T40, ROCKFORD, ILL.

Mr. WHEATLEY. Thank you, Mr. Chairman.
My name is Charles Wheatley, general counsel, American Public

Gas Association.
We wish to commend President Carter for seeking action to meet

the present emergency situation in natural gas arising from the
extreme, severe winter weather conditions that have engulfed much
of the Nation. Interstate pipelines and distributors in many areas
are advising of emergency conditions requiring severe curtailments.
At the same time, the severe weather has resulted in sharply in-
creased heating bills for consumers in the affected areas, which ad-
versely affect the economy and economic recovery by diminishing
their otherwise available purchasing power. In order to assure that
one, additional supplies of emergency gas will be made available, and
two, that consumers will not be subjected to unnecessary price in-
creases and profiteering as a result of the crisis, I believe that certain
perfecting amendments should be made to H.R. 2500 to accomplish
its basic objectives.

1. THE PRESIDENT SHOULD HAVE AUTHORITY TO REQUIRE EMERGENCY
DELIVERIES OF NATURAL GAS FROM INTRASTATE PIPELINES AND
PRODUCERS

Section 4(a) (1) of the bill provides that if the President finds it
necessary to assist in meeting the requirements for high priority uses
of natural gas, he may during a national gas emergency declared
under section 3 by order require any interstate pipeline to make
emergency deliveries of or to transport interstate natural gas to any
other interstate pipeline, or to any distribution company to meet the
emergency requirements.

This authority to allocate gas from one interstate pipeline to
another interstate pipeline to meet emergency requirements of high
priority uses is beneficial. The Feck-ftl Power Commission presently
has this authority 1 and certainly it lb a prerequisite for the exercise
of a similar authority by the President. However, the fact that the
Governors of a number of States have declared natural gas emer-
gencies, despite the presence of this existing authority in the Federal
Power Commission, seems to clearly indicate that additional authority

1 East Tennessee Natural Gas Co., Docket No. CP77-129, Issued Jan. 19, 1977, mimeo.
at pp. 5-6.



is required to meet the emergency situation. Most of the interstate
pipelines of the country presently are curtailing their customers.
While there may be some interstate pipelines that are not curtailing
as severely as others and could provide some emergency assistance,
it does not appear reasonable to rely on reallocating gas from one
interstate pipeline to another as a sole basis for relief in an emergency
situation.

Second, 4(a) (1) (B) of H.R. 2500 does authorize the President by
order to require any intrastate pipeline to transport interstate natural
gas to another interstate pipeline company. We submit that this
section should be amended to allow the President to require any
intrastate pipeline or producer to make emergency deliveries of gas
to the interstate pipeline. As amended, section 4(a) (1) (B) would
read as follows:l‘. . . The President may., during a natural gas emergency de-
clared under section 3 by order, require—

(B) any intrastate pipeline or producer to make emergency
deliveries, or to transport [interstate] natural gas from any
interstate pipeline to another interstate pipeline or to any local
distribution company served by an interstate pipeline for purposes
of meeting such requirements;

Section 4 (a) (2) (A) should be changed by the insertion of the word
intrastate to read as follows:
"(2) No order may be issued under this subsection unless the

President determines that such order will not—
(A) create for the interstate or intrastate pipeline delivering

[interstate] natural gas a supply shortage which will cause such
pipeline to be unable to meet the requirements for high priority
uses served, directly or indirectly, by such pipelines,"

[New language italic, deleted language in brackets.]
These amendments to allow the President authority to allocate

during a declared natural gas emergency gas on an equal basis between
intrastate and interstate pipelines is essential to the effectiveness
of the legislation. Such authority would permit the President to
require the delivery of presently unused supplies of natural gas to
meet the emergency, no matter where located in the United States.

Certainly such unused supplies of natural gas should be used first
to meet any emergency, prior to the time that an interstate pipeline
company that is already experiencing curtailments should be required
to inflict further curtailment to make deliveries to another interstate
pipeline in an even more distressed condition.
Furthermore, intrastate pipelines apparently have excess available

supplies of gas which the President should have authority to allocate,
before seeking to take gas from an already curtailed inerstate pipe-
line. Such an amendment would make all gas use within the United
States on an equal footing in terms of meeting an emergency.
By the same token, if an intrastate pipeline were experiencing an

emergency, the President could act under this legislation to provide
relief to that pipeline. No valid reason exists why in an emergency
situation all available gas supplies in the Nation, no matter where
located, should not be equally available to the President for use to
meet an existing natural gas emergency. We believe that this amend-
ment is absolutely essential in order to put teeth into the bill to give
the President powers to effectively cope with a national emergency
situation.
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2. AMENDMENTS TO PRECLUDE ANY UNWARRANTED PROFITEERING

DURING A DECLARED EMERGENCY

Section 6(a) permits the President to authorize any interstate
pipeline or local distribution company to contract—
* * * upon such terms and conditions as the President determines to be

appropriate (including provisions respecting fair and equitable prices), for emer-
gency supplies of natural gas for delivery before August 1, 1977.

This would appear to contemplate that the President will determine
what prices are "fair and equitable." Since section 6(b) (1) provides
that the provisions of the Natural Gas Act shall not apply to any such
sales it is not clear what standard with respect to the pricing of such
gas would be applicable.

Clearly, the President does not intend for anyone to profiteer at the
expense of suffering, stricken consumers from a natural gas emergency
existing in the Nation. In order to perfect the legislation and make it
clear that such profiteering will not take place, we urge an amend-
ment to provide that any such sales should take place at the applicable
area or national rate, or in the alternative, at the actual cost of the gas.
To accomplish this, we suggest the addition of the following language
as a new section 6(a) (3) :
* * * at a ceiling not in excess of the applicable national or area rate, provided

that no producer or pipeline supplying gas thereunder shall receive less than As
actual cost of service, including a return on equity of 18 percent.

Also, in this section, we recommend that the expiration date be
made to be identical to that set forth in the emergency allocation;
namely, April 30, 1977.
In the alternative, at the very least, we believe the bill, to be in-

ternally consistent, should be amended in section 6(a) wherein the
President is to determine the "fair and equitable" prices to insert
the similar language from section 4(f) (2) that the calculation of such
prices shall not exceed the "reasonable replacement cost of such gas,
as determined by the President plus not more than 5 percent of such
cost."

If this amendment were made, then the emergency purchases
portion of the bill in section 6 would be consistent with the emergency
allocation authority in section 4 and both would be under a similar
standard. We do not believe that the replacement cost standard is as
good a standard as that of simply relying on the applicable national
rate with a proviso that the seller can seek to demonstrate that his
costs plus 18 percent return on equity exceed that level. However, this
amendment would provide a uniform criterion in both instances for
the President to follow.

3. NEED FOR DATA AS TO AVAILABLE GAS SUPPLIES

Finally, we suggest that as part of this emergency legislation it is
imperative that the President know and determine where there are
available supplies. Accordingly, we suggest the addition of a new
section 4(e) as follows, with the present section 4(e) renumbered as
section 4(1) and section 4(f) renumbered as section 4(g). The new
section that we recommend would be as follows:

"IP
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Sec. 4(e). The President shall obtain information relating to the location and
amount of proved and probable natural gas reserves in the Continental United
States including the offshore areas.

If there are supplies of unused gas available for delivery in emer-
gencies such as this, the President should have the information to
determine their availability.
In conclusion, we commend President Carter for his swift efforts to

propose legislation to deal with the emergency. The amendments
which we have suggested herein, we believe, will provide measures to
make the emergency bill effective and to prevent unwarranted price
increases to the Nation's hard-pressed consumers.
I thank you.
Mr. DINGELL. Mr. White?

STATEMENT OF LEE C. WHITE

Mr. WHITE. Thank you, Mr. Chairman. My name is Lee White.
I am here in my capacity as chairman of the Energy Policy Task
Force of the Consumer Federation of America. We are a very ad hoc
coalition with a number of major labor organizations, National
Farmers' Union, U.S. Conference of Mayors, municipally owned
electric systems and gas systems, rural electric co-ops, and a host of
other consumer groups.
I should by way of disclaimer suggest that on occasion I have been

disavowed by these various groups and any umbrella organization has
its responsibility. I believe, however, all of our organizations share in
the emergency character of this particular meeting and of the legis-
lation that is before the subcommittee.
The dramatic presentation this morning of the Governors from the

Northeastern States plus what we have seen on television and read
in the newspapers is enough, I think, to demonstrate to us this is
really a critical situation.
I share, and our organizations share, the views expressed by Mr.

Wheatley. I am not sure I would agree in every single detail but I
don't know of anywhere I disagree. The important thing is we have
concluded it would be a mistake for our organization and the ones I
work with to insist that this subcommittee take the time to go through
what are clearly very controversial and very, if you will, complex and
complicated provisions.
I would not mind going to the matter and wrangling with a num-

ber of people over the pricing mechanisms and I believe that formula-
tion suggested by Mr. Wheatley is as fair as could be devised.
But if we accept the premise that there are many, many thousands

of people who may be unable to live in their homes because of lack of
fuel or that there will be hundreds of thousands of people unemployed,
we from our organization believe only that one amendment is essential
and all the others ought to be sat upon and we should have confidence
and trust in the President's ability to administer this program.
Now I would like to spend a half minute on what I believe to be

the simplest of all amendments. That is that the entire authority of
H.R. 2500 expire on April 30, 1977, rather than as is presently pro-
vided in section 6—the ability to purchase gas in the intrastate market—
go through the end of July.

85-719-77----8
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As we see it there are two types of emergencies. One emergency is
where people are out of work and suffering the potential inconvenience
and the perhaps impairment of their health by failure to have natural
gas for heating purposes. It is quite a different character or kind of
emergency to talk about the need for pipelines to secure natural gas
to fill their reservoirs that have been depleted during this severe
winter.
As a consequence, we strongly urge that the entire program end on

April 30 and that the Congress get on with the business of handling
the long-range, the more difficult, the controversial questions of
deregulation of natural gas. I am not quite through, Mr. Chairman.
We have thought that we ought to sit on these objections simply

because they would take weeks to wrangle out if the experience of the
emergency bill, Mr. Chairman, that you steered through last year is
any criterion. We are frankly frightened by the prospect that those
who are proponents of deregulation will find it irresistible to attempt
to attach such an amendment to the emergency bill.
We hope that that will not be the case and obviously should it

become the situation we will indeed do everything we can to avoid
that happening.

There is another aspect of this entire problem that I think is worth
directing to the attention of the subcommittee and that has to do with
the disappointment, if you will, in the proposal. It is not that the
administration has not tried and I think they are seriously responding
to it and we have to realize they have been in office just about 1
week, but anyone who is inexperienced in Washington, D.C., and
with the manner in which the Government functions believes that
the Executive can make a great deal of difference
The legislation happily, I think, imposes a great deal of the imple-

mentation and the detail filling out to the President rather than to
either congressional hammering out or to a regulatory body such as
the FPC.
That is the way it has to be if there is to be a response to an emer-

gency. Today our organization sent a telegram to President Carter
suggesting there was a great deal that could be done by Executive
order without any additional legislation. We hope that he will under-
take to bring to this committee a sense of urgency and emergency
that we heard this morning from the Governors.

There are many things that the President can do, not the least of
which is to expedite the. transportation of fuels. Perhaps the most
important aspect is to know that there is fuel available but for
reasons that are clear to all, mainly the weather, they can't be
delivered.
In these circumstances it seems to us that it is possible to use the

muscle of the Federal Government to cut through some of those
problems. Just as we do where there is a flood or any other major
disaster, I gather that here, too, the resources of the Federal branch,
the Executive Government, ought to be put to the task of seeing
to it that fuel does flow and indeed it if should not that the Federal
Government is working with the States to protect those people who
may not be able to pay their fuel bills and certainly to insure that
there is a minimum loss of either life or physical injury or harm to
homes and facilities.
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With that, Mr. Chairman, I would request that our telegram to the
President be made a part of the record.
Mr. DINGELL. Without objection, that is quite appropriate and

it is so ordered.
[Mr. White's prepared statement and the telegram referred to

follow:]

STATEMENT OF LEE C. WHITE, CHAIRMAN OF THE ENERGY POLICY TASK FORCE OF
CONSUMER FEDERATION OF AMERICA

My name is Lee C. White, and I am here today in my capacity as Chairman
of the Energy Policy Task Force of the Consumer Federation of America. Our
Task Force has 36 member organizations (Attachment A), and our expressed
purpose is to ensure that the consumers' views are included and considered in
the energy policy debates currently taking place, and, in particular, within the
Congress. We recognize that there is no necessary single "consumer interest" in
any of the numerous issues that comprise the energy policy debates; nevertheless,
we have undertaken to do the best job possible in assessing and stating the
views of the consuming public and, as the broad base of our membership suggests,
we do indirectly represent millions of Americans.
I welcome the opportunity to present our views on the natural gas emergency

legislation proposed by President Carter, HR 2500. Clearly, the extraordinarily
severe winter has put a strain on our natural gas distribution system, and when
there are people unemployed as a result of inadequate supplies of gas and where
there is even the potential that some residential customers will be exposed to the
possibility that they will not have adequate gas to heat their homes, there is
cause for alarm. All ought to respond to the emergency situation, and certainly
that is true of the groups that I represent here today.

It is difficult to get a true picture of how many people are unemployed as the
result of the gas supply problem. In part, this is because of the inability to know
how many plants could be using alternate fuels but choose not to do so because
of price, how many could not be served simply because the pipeline and distribu-
tion systems do not have adequate capacity to carry industrial gas (even if it is
available) in light of the extreme demands on those systems caused by the greatly
increased residential loads, and how many are caused by the inability to move
propane and other substitute fuels through frozen waterways and difficult highway
conditions. In any event, without being able to measure the magnitude of the
emergency situation, it must be treated as a national problem and everyone must
make every effort to alleviate the situation as quickly as possible.
in examining and evaluating the provisions of H.R. 2500, we believe that it is

deficient in many regards and that it unwisely extends the concept of emergency
to what ought to be normal situations. In brief summary, we believe that the
emergency bill ought to contain the following features: (a) authority for the
President to allocate gas from the intrastate market; (b) authority for the Presi-
dent to order certain uses of natural gas to be prohibited during any pending
emergency; (c) a pricing mechanism for intrastate gas purchased under the emer-
gency provisions which would be at the FPC national area rate (presently $1.44
per mcf), or in the alternative, at the actual cost of the gas with an 18 percent
return on the equity investment; and (d) a provision requiring lower priced inter-
state gas to be reserved for residential and small commercial customers.

It is our understanding that H.R. 2500 provides the emergency authority to
purchase intrastate gas through July 1977, not because it will be cold and there
will be threats to gas supplies in the sp' *ng and summer months, but rather be-
cause it will be necessary for the pipelines to have that authority to replenish the
reserves that have been taken out of storage because of the cold winter. That,
of course, is a legitimate and serious concern

' 
but it hardly rises to the level of a

sharp emergency requiring the abandonment of all protections for the consumer.
For a number of years, the FPC has granted 60-day "emergency" authority for
pipelines to purchase intrastate gas, a procedure that has not been challenged
judicially. In light of this, pipelines ought to be reassured that if they cannot
acquire adequate gas from the interstate market, those 60-day emergency pro-
visions will enable them to do the necessary replenishing of their storage. In any
event, we strongly urge that the entire emergency program, including the authority
to purchase intrastate gas set out in Section 6, expire on April 30, 1977.
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Accepting, however, the emergency character of the President's proposal and
realizing that many of our suggestions are complicated and controversial, we
would not press any amendment on the Subcommittee, other than the expiration
date of April 30 for the entire program. Quite obviously, if the Subcommittee
intends to open up the bill for any amendments other than the terminal date, we
request the opportunity to press as vigorously as we can for the amendments
described above.
A constant fear underlying the emergency legislation is that, just as in 1976,

proponents of deregulating natural gas on a permanent or long-term basis will
find it impossible to resist the temptation to add such an amendment to the
emergency bill. Although it is of only historical interest, it should be noted that
Congress would not be working on an emergency bill today if that tactic of adding
a deregulation amendment had not been employed last year. It should be clear
to all that those who undertake to use a truly emergency proposal as a vehicle for
considering a very controversial and long-range piece of legislation are playing
fast and loose with those who are or will be suffering from the emergency. We
understand that President Carter intends that this emergency legislation not be
used as a means of debating and deciding the longer range natural gas policy
issues, but that it be enacted with the absolute minimum of delay, a position with
which we are in wholehearted agreement, despite our serious reservations about
the proposal.
I would like to discuss in a little more detail the amendments we believe are

essential if the Subcommittee elects to open up the bill for significant amendments.
First, on the question of the President's authority to allocate gas, it really makes
no sense to have the authority only to take interstate gas and exclude from the
allocation authority the very substantial fraction of the total gas production
(nearly 45 percent) that is intrastate gas. Natural gas is a national resource and,
particularly in times of emergency, ought to be treated as such. During the oil
embargo in the winter of 1973-74, when Congress enacted emergency allocation
authority for the President with respect to oil and other petroleum products
(excepting natural gas) no distinction was made between oil that was produced in
Texas and consumed in Ohio, on the one hand, and oil produced in Texas and
consumed in Texas, on the other hand. If the industrial customers in Wisconsin
whose pipelines are in relatively good supply situation, for whatever reason or
reasons, are obliged by this legislation to run the risk of having their industrial
gas users lose their gas to citizens of another state, say Ohio, to protect against
possible physical danger or inconvenience to residential customers, why should not
the same standards be applied to those states in which the gas is produced?

Second, it is becoming increasingly clear that as a national policy it will be
necessary to restrict the uses to which natural gas can be put. Certainly during
any emergency situation, the President should have authority to prohibit those
uses that are clearly inferior, and on a basis which can become effective almost
immediately, everywhere in the United States. If, for example, there are hlterna-
tive fuels that can be used for generating electricity, it is highly improper to use
natural gas for that purpose at a time when there are other plants without similar
options that are being shut down because of the happenstance of the particular
pipeline serving their area.

Third, any emergency situation ought to require fairness and equity. Probably
the most distressing part of HR 2500 is the provision authorizing interstate
pipelines to pay whatever the market requires (subject to Presidential review of
"fair and equitable" rates). In emergency situations those who have control of
gas reserves that are needed ought to be required to sell the gas at rates that will
avoid excessive and exorbitant profits to the sellers. The FP C set a national rate
that is currently $1.44 mcf, a rate which incidentally a number of authorities
believe is already overly generous, which is the base rate at which gas ought to be
purchased from the intrastate market under emergency conditions. In the event
any producer can demonstrate that the actual cost of production of gas that has
been purchased under emergency authority is higher than the national rate, he
should be afforded the opportunity to document his costs, and we would propose
that a return of 18 percent on equity investment, a fairly generous return, be
allowed to those producers whose costs demonstrably exceed the national rate.
If citizens are asked to reduce their room temperatures to assist in the emergency,
if the industrial customers of relatively well-off pipelines are asked to let their
share of gas go to others in a humanitarian cause, it would be unthinkable to
permit the owners of gas reserves to exploit those human needs and reap windfall
profits.
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Last, H.R. 9464 of the 94th Congress, which was hammered out between the
House and the Senate, contained a provision requiring that residential consumers
be entitled to receive the lower priced gas available in a pipeline system with the
higher cost gas purchased under the emergency authority being allocated to
industrial users. This is a sound principle and should be included in any emergency
bill enacted now or later.
Mr. Chairman, this is a very difficult legislation. It is especially tough for a

brand new Administration in office hardly more than a week to be faced with this
problem, and certainly all of our member organizations want to cooperate fully
with the Administration. I hope that our suggestion that the President's request
for expeditious handling be honored by only the one amendment that would
have the act expire on April 30, 1977, will be responded to in the same spirit by
other groups and organizations.

ATTACHMENT A

ENERGY POLICY TASK FORCE MEMBER ORGANIZATIONS

Adams Electric Cooperative, Inc.
AFL-CIO
Allegheny Electric Cooperative, Inc.

• American Federation of State, County and Municipal Employees, AFL-CIO.
American Federation of Teachers, AFL-CIO.
American Public Gas Association.
American Public Power Association.
Consumers Union.
Cooperative League of the USA.
Industrial Union Department, AFL-CIO.
International Association of Machinists and Aerospace Workers, AFL-CIO.
International Brotherhood of Electrical Workers, AFL-CIO.
Kansas Municipal Utilities.
Lincoln (Nebraska) Electric System.
Maritime Trades Department, AFL-CIO.
Minnesota Farmers Union.
National Farmers Organization.
National Farmers Union.
National Rural Electric Cooperative Association.
North Datota Farmers Union.
Northeast Missouri Electric Power Cooperative.
Northeast Public Power Association.
Northwest Public Power Association.
Oil, Chemical and Atomic Workers International Union, AFL-CIO.
Pennsylvania Rural Electric Association.
Service Employees International Union, AFL-CIO.
South Dakota Farmers Union.
Tennessee Valley Public Power Association.
Texas State AFL-CIO.
Textile Workers Union of America, AFL-CIO.
Tillamook Peoples Utility District.
United Auto Workers.
United States Conference of Mayors.
United Steelworkers of America, AFL-CIO.
Washington Public Utility Districts' Association.
Wisconsin State AFL-CIO.

I

The PRESIDENT,
The White House,
Washington, D.C.
The Energy Policy Task Force of the Consumer Federation of America, a

coalition of national consumer, farm, labor and public power organizations,
urges you to declare a state of national energy emergency. Concordant with
this action, we urge your implementation of major existing executive authorities
to activate the FPC, FEA, DOT, ICC, HEW, CSA, and the Armed Forces into
a coordinated task force to ease the crisis.
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The FPC should direct its staff to process expeditiously applications of users
for direct purchases of natural gas from producers. We urge you to use your execu-
tive authority to require that royalties to the US for natural gas produced from
the Outer Continental Shelf be repaid in gas instead of in cash and that this gas
be allocated where needed.

Further, it appears that under the OCS Lands Act (43 USC Sec. 1341 b) you
have the authority to purchase and subsequently allocate all offshore gas supplies
during such an emergency period.
We urge you to exercise your authority under the Energy Policy and Conserva-

tion Act to impose temporary controls on distillate products and thus restore
FEA's authority to allocate these products to those most in need, since the
state set-asides are largely inadequate or inaccessible because of frozen waterways
and blocked highways.
Our investigation reveals that many companies in Ohio and Pennsylvania,

the two states most severely affected, have ample standby propane supplies
in Texas and Kansas which cannot be moved because of transportation condi-
tions and lack of vehicles. Therefore, we urge you to direct the DOT and the
ICC to do a rapid and comprehensive survey of available rail and trucking trans-
portation and to orchestrate the movement of vehicles to carry supplies to needy
areas. In the event that current transportation is insufficient, we urge you to
mobilize the armed forces personnel and equipment for this purpose.
We further urge you to direct HEW and CSA to develop a plan of action for

assisting low 'income persons, who are so severely burdened with increased fuel
costs, in paying for needed fuel, and to work with appropriate state agencies to
ensure that lives are not endangered during this emergency period.
The Energy Policy Task Force is always available to work with your Adminis-

tration toward the resolution of this critical problem.
Yours respectfully,

LEE C. WHITE, Chairman.

Mr. WHITE. Thank you. That concludes my testimony, Mr.
Chairman.
Mr. DINGELL. Mr. White, the committee thanks you. We will

consider with a great deal of care your suggestions and counsel to the
committee.
Mr. Flug.

STATEMENT OF JAMES F. PLUG

Mr. FLUG. I am James F. Flug, director and counsel of the Energy
Action Committee here in Washington. I think it is vital to place this
legislation in the context of what has happened in recent years. The
fact is that each time during the past 2 years when similar legislation
was being processed through Congress, the oil and gas industry did
not want to see an emergency bill pass. They merely wanted to use it
as a springboard for their desperate effort to eliminate Federal super-
vision of natural gas prices.
Of course, it is this supervision—when properly conducted—which

assures that the entire Nation will share in the benefits of the vast
disparity between the low cost of producing natural gas and the high
value to users of this vital national resource. And it is this supervision
which protects us from having our own domestic energy resources
priced at super-high levels by the international oil cartel and its
partners, the giant oil and gas companies.
Let there be no mistake: "deregulation" is now nothing more than

a euphemism for piracy:
Deregulation would allow those who have hidden, withheld,

and diverted natural gas from interstate markets to reap wind-
fall profits in selling that very gas;



Deregulation would let those who have helped make us vulner-
able to the cold profiteer more, the colder it gets;

Deregulation would replace public agency price ceilings with
price floors set by OPEC and the Seven Sisters;

Deregulation would allow a few to gain benefits while the many
bear the burdens of accelerated inflation and unemployment.

Yet nevertheless, this very day, we see reports that the oil and gas
industry's puppets, having stopped emergency bills in 1975 and 1976,
by trying to convert them to deregulation vehicles, are beating the
deregulation drums again. It is obvious that they have no interest in
dealing with the emergency—the worse the emergency, the better
for them.
The more people who are cold, and out of work, and out of school,

the easier it is to stampede the Nation and the Congress into a de-..
regulation frenzy, even though as the industry, and every member of
this committee well knows, deregulation is about as good a cure for
the current crisis as death is for hangnails.
Indeed there is a crisis, and it should be dealt with—but neither

panic nor panaceas will solve it. And if we lose our cool because we
are cold, we will spend the next hundred years paying the price.
The key to dealing with the legislation before you is to remember

what the so-called natural gas shortage consists of. It has at least five
parts. I won't go into complete detail. I ask that the full text of my
statement be included in the record.
Mr. DINGELL. Without objection.
Mr. PLUG. The first part is just plain capacity crunch, a pipeline

system, a distribution system can just carry so much gas. When you
have a 1 in 100 or 1 in 1,000 winter as we are having now, it is just the
problem of getting enough of it through the system as it is on a hot
day in August with an electrical system, or at Christimas Day with
the phone system. The only answer to that is everybody using less so
that the amount that can get through can go further.
Second, as has been mentioned, is the transportation crunch, that

a system that is designed for people to switch to alternative fuels
can't work if those alternative fuels are either stuck on barges and
frozen rivers or otherwise unavailable because they can't be moved
from one place to another. As Mr. White has suggested, the answer
there is really to focus on that transportation system and make sure
the highest priority cargoes are moving.
The third factor is mismanagement and inefficiency all up and down

the line. You only need to look at the companies of some of the people
who sat at this very table to see things that just should not have
happened.
I give several examples in my statement but none is better than the

ad which appeared in the Washington Post on November 9 of last
year, pushing the sale of gas dryers by the distribution company that
gets its gas from the Columbia Pipeline System. When we called to
check on that they told us that they had been told by their suppliers,
Columbia and Transco, that there were no supply problems and that
they could go ahead and sell as much gas as they want. That is poor
management, that is inefficiency, that is bad planning. That part of
the problem is not a gas shortage but a skill shortage.
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Next, we have the intrastate drain. There has been a lot of discussion
of that today. I think everybody here understands it. As long as we
allow the price in the intrastate market to have nothing to do with
cost, to have nothing to do with any reasonable figure, then people
who have a choice whether to put their gas in the intrastate market
or interstate market will put it in the intrastate market and the
figures show that 10 years ago twice as much as the new gas supply
went into the interstate market as intrastate; in 1975, seven times as
much went into the intrastate as to the national market and as a
result there is a great deal of inefficient use where that intrastate gas
is available.
The obvious remedy here is immediate price controls on intrastate

gas, a step which this House of Representatives voted to take last
February and should move quickly to initiate.
The fifth factor is what I call the Chutzpah factor—withholding

in support of anticipation of deregulation. There is a Yiddish word
"Chutzpah" which is usually described by the case of the boy who
killed his parents and then begged for mercy from the court because
he was an orphan.
The gas producers have given us a new example of this. They have

purposefully refused to put gas on the market and now they are
begging for mercy in the form of higher price because there is a gas
shortage.
The fact is that in recent years they have hoped for and expected

each year the deregulation to pass so that next year they would get
a very much higher price for their gas than this year.
Without any venality, without any bad faith except of course on

Federal lands and other places where they have an obligation to
produce, the simple arithmetic told them it was better to hold that
gas in the ground as long as they thought deregulation was just around
the corner.
They can get ample profits at the existing Federal rate. In fact,

of course, there is a court test right now that several of us are involved
in which says that the $1.44 rate is probably twice as high as the
interstate gas price needs to be, to provide an ample return to the
producers as the FPC's own staff found.
Of course, the more it is held back the tighter the supplies get and

the more pressure there is for deregulation.
I would like to place in the record a couple of new evidences to add

to the ones that this committee and Congressman Moss' subcommittee
have gathered over the years. Naturally the answer here is not deregu-
lation. The answer is a firm statement, a policy by the Government,
the executive and legislative branch, that regulation is going to
continue, that we can't afford deregulation, that we can't expect
that tremendous jump in price just around the corner, and then that
gas will come on the market because there will be no incentive to
hold it off the market.
I think we have proof of that today in what Congressman Brown

has told us. I think it is a startling disclosure. I hope that the record
will remain clear and not revised until we can all read word for word
what he said, but as I understand what he said, there are 2 trillion
cubic feet, 2 billion Mcf, which I calculate 2 trillion cubic feet is
ready to go on the market, just sitting there ready to go on the market
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if we are allowed to enter into these emergency purchases of offshore
gas and gas produced by affiliates of the pipelines.
Mr. BROWN. You did misunderstand. What I said was out of four

companies there are 2 billion Mcf to 3 billion Mcf that are involved
in affiliated pipelines, the sale of which into the interstate market
under the provisions of this bill are eliminated by a section of this bill.
Now, those are currently being sold and are available. I did not

suggest they were being withheld. I suggested that this bill, the way
it has been drafted by the administration, denied the opportunity
for those to be bought to the interstate market.
Mr. FLUG. The answer to the question you asked before about

why that provision is in there is very simple. Offshore gas is supposed
to be interstate gas and that gas, if it is available now, should be put
on the interstate market. To say that there are people who are not
putting interstate gas on the interstate market and who if this 
Mr. BROWN. That is not what I said.
Mr. FLUG. There is no other explanation because otherwise no

gas would flow. Let me get back to that as I will with a suggested
amendment that will clarify this.
Mr. BROWN. I have a suggested amendment and that is that we

take it out.
Mr. FLUG. There would be no reason to take it out unless there is

offshore gas waiting to be put on the market as many of us believe to
be the case.
Mr. BROWN. I want to take all the offshore gas and make that

available.
Mr. FLUG. The question then becomes if deregulation is not a

remedy and if these other factors have different remedies not having
much to do with either the natural gas bill or Congress, for that
matter, but having to do with the weather and capacity and so on,
then do we need an emergency bill? Some experts, and to some extent
I think Mr. Wheatley is one of them, say that the FPC already has
ample powers to meet the goals of this bill in terms of allocation and
emergency sales. But if we feel the FPC and the pipelines need more
protection and we want to write those into law the procedure should
be written carefully and rationally. We should not create new loop-
holes and adopt discontinuities or freeze in law loopholes and dis-
continuities that have creeped into and sometimes overwhelmed
the existing administrative process.
I suggest several amendments some of which have been discussed.

First of all, as Mr. Wheatley and, I believe, Mr. White, suggested
or Mr. White suggested as a desirable thing but perhaps not pushing
it at this time, we are planning to take gas away from the customers
of the intrastate pipelines who have gas.

If we are in that much of an emergency we should not limit it to
the interstate areas. Mandatory allocation should apply to intrastate
gas and if it did then you would not really need the emergency
purchase provision. This can be done with just a few word changes
in the bill which I suggest in my statement.
Next on the emergency purchase section there seems to be a great

omission this year in the emergency bills, in both the House and Senate
emergency bills last year, which is a need for finding that the pipeline
that is going to make this emergency purchase is in distress.
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Now, the President's "terms and conditions power" is broad and
the words "emergency supplies" are in there and I suppose the report
could make clear that there has to be a need for that purchase, there
is an excruciating need for that purchase, so that the pipeline seeking
to make that sale can demonstrate it is unable to provide gas to high
priority customers with no alternative fuel, whose needs need to be
met.

If this is an emergency bill that we are talking about, then we are
talking about the next 60 days. There is no basis in fact to assume that
once the heating peak is passed that replenishment of reserves cannot
be accomplished in the normal channels and especially if in the mean-
while the agencies are pursuing aggressively the information that this
and other subcommittees have developed on withholding and diversion
of interstate gas or, if Congress chooses, as this House did last year,
to impose controls on intrastate sales and close the gap between inter-
and intrastate prices.
I agree that there should be price limits. It is enough of a concession

to the intrastate producer to allow him to have this additional market
for his gas without subjecting himself permanently to Federal juris-
diction. We should not allow him to exploit the interstate consumers
as he is now permitted to exploit the intrastate consumers. That may
not last for long because the people of Texas are getting damned mad,
too. They are tired of paying those intrastate prices that are also totally
unjustified. There is no need to export them to Mr. Brown's State or
anyone else's State.

Finally, I think that we have to be careful that we are not giving to
the very people who have helped cause the shortage the benefits of
the shortage and in particularly I believe that we ought to have an
amendment that says that anybody who is in default, any producer who
is in default in the provision of interstate supplies, should not be able
to sell under these emergency sales.
What they should be doing is meeting their interstate contract

obligations. It is a cruel hoax on the curtailed pipelines and their con-
sumers if we enable those same producers who are welching on inter-
state supply contracts at low price levels set in past years now to
demand the high current prices for the same gas which could and
should have gone to meet the old contracts at the old prices.

Finally, there is a huge amount of gas, as this committee found in
its investigation last year. Your estimate was 1 trillion cubic feet a
year that is being diverted from interstate supplies through the
so-called reserve gas practices of many producers where they take gas
out of the offshore production and use it in their own refineries and
petrochemical plants instead of the higher priced intrastate gas which
they would otherwise be using and thus are able to sell that higher
price intrastate gas and basically transmute the interstate gas into
intrastate gas. This was created by the FPC. The FPC long since
should have taken the warnings of this staff and eliminated this mas-
sive leak but now Congress should not only kill it but certainly not
encourage it by allowing people to benefit from it, and I think a simple
amendment could make sure that the people who have been diverting
that reserve gas are not allowed to benefit by then putting it back on
the interstate market at higher prices.
As far as the whole emergency provisions goes, as the pipelines

themselves have said, it will do no good whatsoever unless we have
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been grievously misled by the facts of the current situation by the
pipelines and by the producers.
The pipelines tell us they can't find emergency gas to buy under

the existing FPC purchase provisions and the producers tell us there
is no gas being hidden from view waiting for the right price and timing.

If this bill passes and we suddenly see significant volumes of gas
moving under this emergency purchase provision we will know that
both the pipelines and the producers weren't giving us the whole story.
If little or no gas moves under this clause, as we have been told will
be the fact, we have strong reason to believe that the only reason the
industry wants this bill considered is in hopes of adding deregulation
to it.
Mr. Chairman, some kinds of natural gas have a strong odor to

them. But nothing can match the smell of boundless greed and gross• fraud that surrounds the natural gas supply situation. Our crisis has
come not because we have had regulation, but because we have had
regulators who did not believe in regulation. If we had an FPC, and
an FEA, and a Department of Interior that truly protected the public•
instead of pandering to producers, we would not have a gas crisis, just
the usual frictional problems that any weather extreme brings.
We are getting new people in all those agencies. Let's give them a

chance to get the real facts, and to act accordingly in the national
interest, before we surrender to those who argue that what is good for
the oil and gas industry is good for America. Look at your gas bills.
Then look at the profit reports for the major oil and gas producers.
Somehow the worse off we are, the better off they are. If we leave
energy policy to them, we may really get left out in the cold.
Thank you.
[Mr. Flug's prepared statement follows:]

STATEMENT OF JAMES F. FLUG, DIRECTOR AND COUNSEL,
ENERGY ACTION COMMITTEE

I am James F. Flug, Director and Counsel of the Energy Action Committee,
Washington, D.C. Most of you are familiar with our group, but for those who are
not, I offer the latest outside description, from the Texas Observer, which called
us "a Washington research organization that monitors government and industry
behavior in energy matters." We appreciate your invitation to comment on the
"Emergency Natural Gas Act of 1977."
I think it is vital to place this legislation in the context of recent history. The

fact is that each time during the past two years when similar legislation was being
processed through Congress, the oil and gas industry did not want to see an
emergency bill pass. They merely wanted to use it as a springboard for their
desperate effort to eliminate federal supervision of natural gas prices. Of course,
it is this supervision—when properly conducted—which assures that the entire
nation will share in the benefits of the vast disparity between the low cost of
producing natural was and the high value of users of this vital national resource.
And it is this supervision which protects us from having our own domestic energy
resources priced at super-high levels by the international oil cartel and its partners,
the giant oil and gas companies.
In the Senate in 1975, after an unprecedented campaign of propaganda and

arm twisting, the industry rounded up enough votes to turn the emergency bill
into a price deregulation bill. (I should point out that 9 of the 50 Senators who
then voted for deregulation are no longer in the Senate). And in the House, just
a year ago next week, the industry's front men also tried to turn the emergency
bill into a deregulation bill. But they were shocked when the House not only
rejected their simplistic and irrational pleas, but turned the tables on them and
voted to regulate intrastate gas prices, a long overdue step that would eliminate
the vast and inefficient diversion of gas from national markets to local markets.
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Let there be no mistake: "deregulation" is now nothing more than a euphemism
for energy piracy:

"Deregulation" would allow those who have hidden, withheld, and diverted
natural gas from interstate markets to reap huge windfall profits in selling
that very gas;
"Deregulation" would let those who have helped make us vulnerable to the

cold profiteer more, the colder it gets;
"Deregulation" would replace public agency prices ceilings with price

floors set by OPEC and the Seven Sisters;
"Deregulation" would allow a few to gain benefits while the many bear the

burdens of accelerated inflation and unemployment.
Yet nevertheless, this very day, we see reports that the oil and gas industry's

puppets, having stopped emergency bills in 1975 and 1976, by trying to convert
them to deregulation vehicles, are beating the deregulation drums again. It's ob-
vious that they have no interest in dealing with the emergency—the worse the
emergency, the better for them. The more people who are cold, and out of work,
and out of school, the easier it is to stampede the nation and the Congress into a
deregulation frenzy, even though as the industry, and every member of this
Committee well knows, deregulation is about as good a cure for the current crisis
as death is for hangnails.
Indeed there is a crisis, and it should be dealt with—but neither panic nor

panaceas will solve it. And it we lose our cool because we are cold, we will spend
the next hundred years paying the price.
The key to dealing with the legislation before you is to remember what the

so-called "natural gas shortage" consists of. It has at least five parts:
1. The Capacity Crunch.—Gas pipelines and distribution facilities just are not

designed to handle a winter like the one-in-a-hundred—or maybe one-in-a-thou-
sand—winter we are having. When it's this cold this long, we just use more gas than
the system can physically take care of. It's the same as the phone system on
Christmas Day, or the electric system on a 100-degree day in August—we're
getting a "busy circuit" or a "brownout" on the gas lines. This is a major part
of our current problem and the only solution to this part is everybody using less
gas so the limited capacity can serve more people.

2. The Transportation Crunch.—Because the gas system has limited capacity,
it is designed with the expectation that many users will shift to other fuels when
gas deliveries are interrupted. Many larger users pay lower rates in ordinary times
because they have such "interruptible" service. But with the rivers and bays
frozen, and the oil delivery system also strained because of the extraordinary
weather, oil and other available substitute fuels are hard to move from one place
to another. The answer to this problem, under emergency conditions, is to make
sure that the available transportation facilities are used first to meet emergency
needs.

3. Mismanagement and Inefficiency.—Why do some pipelines have enough gas to
meet almost all their firm needs despite the weather, while others are almost
ready to cut off residential customers? Why was the part of Ohio served by one
pipeline able to keep going much longer than the part of Ohio served by another
pipeline? Why was the second pipeline selling off huge amounts of what is called
excess reserves of gas, when others were preparing for a cold winter? Why was a
local distribution company customer (Washington Gas Light Company) of that
same pipeline placing an ad in November pushing gas dryers on the basis of the
pipeline's assurances that there would be no supply problems, after a very cold
October and in the face of a U.S. Weather forecast for a long, cold winter? The
answer is that some pipeline companies are well-managed and efficient, and get
ample supplies under solid contracts which they are ready to enforce if necessary.
And they give their distribution company customers enough warning of problems
so that they can interrupt interruptibles early and discourage stunts like selling
gas dryers in November. And the management problem applies to users too. Take
CertainTeed, a company headquartered in Valley Forge, Pa., which has treated
us to two large ads in recent days citing the closing of fiberglass insulation plants
as an argument for deregulation.' In fact the reason the CertainTeed Plants
closed down, was that the management of that company did not make adequate
preparations to deal with gas interruptions—even where its facilities had inter-
ruptible gas contracts. And ultimately the real problem was not fuel, since the
company had enough propane available in Kansas to run its plants in such

It is interesting to note that the headline in the first ad, "The Nation's fiberglass insu-
lation plants are being closed to save money," was changed in the second ad to read The
Nation's fiberglass insulation plants are being closed to save energy."
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places as Georgia and New Jersey and Pennsylvania. The problem was failure
to have standby transportation arrangements; and the company, only after
closing down its plants, went out to buy tank trucks to ship the one load a day
of fuel necessary to run one of the plants. So this part of the shortage is really a
skill shortage, not really a gas shortage.

4. The Intrastate Dain.—If you invest $100 in a gas well in Texas and can make
back $140 a year if you sell the gas in Ohio and $250 a year if you sell it in Texas,
you will sell it in Texas. That's the situation now because the FPC has refused
to assert control over intrastate prices, and Congress—until now—has failed to
mandate that control. Thus, whereas 10 years ago over twice as much new gas
supply was placed on the interstate market as was placed on the intrastate market,
in 1975 nearly seven times as much gas was added to the intrastate market as
was added to the national market. Not only is this situation irrational and unfair,
it is also counter-productive, because it results in a wasteful misuse of natural
gas as boiler fuel in places where ample oil is available. The obvious remedy here
is immediate price controls on intrastate gas, a step which the House voted to
take last February, and should move quickly to initiate again.

5. The Chutzpah Factor.—Withholding in support and anticipation of de-
regulation. There is a Yiddish word, chutzpah, which is usually described by the
case of the boy who killed his parents and then begged for mercy from the court
because he was an orphan. The gas producers have provided us with a new ex-
ample: they have purposefully refused to put gas on the market, and now they are
begging for mercy in the form of higher prices because there is a gas shortage.
The fact is that, at least since the start of the Republican Administration in 1969,
the gas industry has hoped for and expected deregulation of interstate gas prices.
Thus, each year since then they thought they were faced with a choice of selling
gas for 26 cents or 52 cents or some other controlled price one year, or $2 or $4,
or who knows what even higher price the next year. Without any venality or bad
faith (except on federal lands and other places where they had an obligation to
produce), the simple arithmetic told them it was better to hold gas in the ground
as long as they thought deregulation was just around the corner. It was not a
question of inadequate profit or incentive—they could make ample profit at the
controlled price and that should have been enough incentive to produce. But
they could make even more spectacular profits at an uncontrolled price, and there
was just more incentive to hold gas in the ground to sell at next year's hoped-for
price than to sell at this year's price. Besides, the more held back, the tighter,
supplies would be, and the more pressure for deregulation. This subcommittee and
Congressman Moss's Subcommittee have amply documented this phenomenon,
but I add three recent additional examples: a Wall Street Journal article describ-
ing a belated disclosure by Mobil of offshore gas it found in 1975, and excerpts
from two stock brokerage house reports showing how the reserve figures of two
leading offshore oil exploration companies, Pennzoil Offshore, and Tenneco Off-
shore, are revealed as understated by at least a factor of from 2 to 15 times, based
on the companies' own orders for production platforms to lift oil and gas on a
limited number of tracts.

Of course, the answer to this problem is not deregulation—because even under
deregulation there will be incentives to withhold as long as next year's price is
expected to be sufficiently higher. The answer is a firm national decision to continue
a comprehensive regulatory system, with some minor exceptions if demonstrably
required to find truly new, truly high-cost gas, and establishment of production
schedules and leasing terms for oil and gas on public lands that meet the energy
needs and economic rights of the public, not just the political, tactical, and ec-
onomic preferences of the oil and gas industry.

If those are the causes of the current crisis, and the respective remedies, then
do we really need an emergency bill? Some experts say we don't, that the FPC
already has the power to meet the goals of the bill—the allocation of gas where
required for high-priority use, and the allowance of isolated interstate sales of
excess intrastate gas without subjecting the sellers permanently to federal jurisdic-
tion. Apparently, however, the FPC and some pipelines would like the protection
of having specific statutory authority for these procedures.
But if we are going to write these procedures into law, they should be written

carefully and rationally. We should not create new loopholes and discontinuities
or freeze into law unjustified loopholes and discontinuities that have crept into
and sometimes overwhelmed the administrative process. I, therefore, strongly
urge that serious consideration be given to the following suggestions for improving
H.R. 2500, a bill which, for understandable reasons, had to be constructed hastily.
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Sections 1-5: Mandatory Allocation for Priority Uses.—What this part of the bill
really does is permit gas to be taken from the best managed pipelines, the ones
which have secured ample supplies through solid contracts and have enforced
those contracts and used those supplies efficiently, for shipment to the worst-
managed pipelines, the ones which have poorly planned their supply procurement
and/or poorly utilized the available supplies. That's really not fair to the well-
supplied pipelines and their customers, but we are talking here only of situations
where residential heating and other vital human needs are at stake. Under these
circumstances we must be willing to ask some to bear unfairness so that others
will not face tragedy.

Yet, if that is the nature of the balance, why is the mandatory allocation
provision limited to interstate pipelines? Why should we close down factories in
Maryland to heat homes in Ohio, while intrastate gas is being burned freely in
Texas for night hours at shopping centers or at amusement parks or under boilers
that could be burning oil. In short, if we are going to spread the burden of pre-
venting human tragedy it should be spread by law to all states, not just to those
which are already disadvantaged because they have no gas of their own to use.
In fact, if the mandatory allocation provision included intrastate gas, no provision
for emergency purchases would be necessary, and the many problems which that
provision raises would be moot.

This change can easily be made by deleting the word "interstate" the first
three times it appears in Sec. 4(a) (1) (A) of the bill, and deleting the phrase
"served by an interstate pipeline" in that subsection; deleting Sec. 4(a) (1) (B) in
its entirety; renumbering Sec. 4(a) (1) (C) as 4(a) (1) (B) ; and deleting the word
"interstate" wherever else it appears in Sec. 4, except 4(d).

Section 6:
Emergency Purchases.—If for some reason Sec. 6 is not mooted by the extension

of mandatory allocations to intrastate gas, then Sec. 6 needs several technical
improvements.

Finding of Distress.—Although this is presumably implicit in the President's
"terms and conditions" power, and suggested in the words "emergency supplies,"
the bill, unlike the Senate and House emergency bills in the last Congress, omits
an explicit requirement that a pipeline seeking to make emergency sales demon-
strate that it is unable to provide gas to high-priority customers with no alternative
fuel whose needs must be met to avert serious public harm. This requirement
could be handled with report language, but a statutory provision similar to those
of the previous bills would be more suitable.
Duration of Emergency.—Because so much of the present shortage is due to

temporary capacity problems which will be alleviated immediately as soon as the
cold weather abates, there appears to be no reason to allow any particular sale t6
extend for more than 60 days, or beyond April 1, 1977. There is no basis in fact
for assuming now that once the heating peak is passed, replenishment of reserves
cannot be accomplished through normal interstate purchases, especially if in the
meanwhile FEA, FPC, and Interior pursue aggressively the information this and
other subcommittees have developed as to withholding and diversion of interstate
gas, or if Congress chooses to impose controls on intrastate sales and close the gap
between inter- and intrastate prices.

Price Limits.—Although the bill confirms the existing FPC practice of imposing
price conditions on interstate sales of purportedly intrastate gas, the standard,
"fair and equitable," is unnecessarily general and broad. In fact, the existing
FPC interstate price of $1.44 is by definition fair and equitable, and there is a
strong case—now in court—for the position that $1.44 is at least double what
fairness and equity require. The fact that producers are gouging consumers in the
intrastate market is no reason to write a law permitting them to profiteer on those
in emergency conditions in other states. It should therefore be a sufficient con-
cession to those producers willing to offer additional "intrastate" gas for inter-
state emergency sales, that the production involved will not thereby be subjected
to permanent federal jurisdiction, and there is no need to allow any price higher
than the FPC price.

This clarification can be accomplished by replacing the words in the second
set of parentheses in Sec. 6(a) with the words "at a price not to exceed the then
prevailing FPC price for interstate gas."

Disqualification of Defaulting Producers.—There is no reason why producers
who have helped cause the supply problems by failing to meet their interstate
contract obligations should be permitted to take advantage of this opportunity to
place "intrastate" gas on the interstate market without subjecting its source to
full federal jurisdiction. It would be a cruel joke on the curtailed pipelines and their
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consumers to enable the same producers who are welching on interstate supply
contracts at the lower price levels set in past years, now to demand the higher
current prices for the same gas which could and should have gone to meet the old
contracts at the old prices.

This necessary change can be implemented by inserting after the word "Presi-
dent," in Sec. 6(a) (1), the words "or a producer who has failed, or is affiliated with
any person or entity who has failed, at any time during the past five years, to
deliver amounts of natural gas contracted to be delivered to any interstate
pipeline".

Restoration of Reserve Gas Diverted from Interstate Market.—Huge amounts of
gas, estimated by this Committee at 1 trillion cubic feet per year are being diverted
from interstate supplies through the "reserve gas" practices of many producers.
Under this arrangement producers keep a certain percentage of what would
otherwise be interstate production for use in their own refineries and petrochemi-
cal plants. The effect of this is to allow them to sell in intrastate markets at intra-
state prices the local gas they would otherwise have used in these refineries and
plants. In short, interstate gas is transmuted into intrastate gas, with a resultant
sharp reduction of interstate supplies and a massive windfall profit on the intra-
state sales. Although the FPC, which created this monster, has failed to kill it,
it would be clearly counter productive for Congress to encourage it by now, in
effect, permitting that same diverted gas to be put back on the interstate market
while maintaining the fiction that it is intrastate gas. To avoid this, any producer
which has been engaged in the diversion of "reserve gas" from interstate supplies
should be required at least to cease such diversions, and probably to replace its
past diversions, before it is permitted to make Sec. 6 sales, especially if these
sales are to be permitted at prices above the interstate price. Again it is likely
that the President would include this requirement under his terms and conditions
power, or that he would interpret Sec. 6(a) (1) (A) or (B) to cover the situation,
since most or all of such gas is in effect the equivalent of gas produced from the
Outer Continental Shelf or certificated under the Natural Gas Act. But again the
preferable route would be to mandate such a condition, by adding the appropriate
language as a new Sec. 6(a) (1) (C).
In thinking about the Emergency Purchase provision let us remember that it

will do no good whatsoever unless we have been grievously misled by the pipelines
and the producers. The pipelines tell us they can't find emergency gas to buy under
the existing FPC emergency purchase provisions. The producers tell us there's no
gas being hidden from view waiting for the right price and timing. If this bill
passes and we suddenly see significant volumes of gas moving under Sec. 6, we will
know that both the pipelines and the producers were not telling us the truth. If
little or no gas moves under this clause, we will know that the only reason the
industry wanted this bill considered was in hopes of adding deregulation to it.
Some kinds of natural gas have a strong odor to them. But nothing can match the

smell of boundless greed and gross fraud that surrounds the natural gas supply
situation. Our crisis has come not because we have had regulation, but because we
have had regulators who did not believe in regulation. If we had an FPC, and an
FEA, and a Department of Interior that truly protected the public instead of
pandering to producers, we would not have a gas crisis, just the usual frictional
problems that any weather extreme brings. We are getting new people in all those
agencies. Let's give them a chance to get the real facts, and to act accordingly in
the national interest, before we surrender to those who argue that what's good for
the oil and gas industry is good for America. Look at your gas bills. Then look at
the profit reports for the major oil and gas producers. Somehow the worse off we
are, the better off they are. If we leave energy policy to them, we may really get
left out in the cold.

Mr. DINGELL. Thank you.
We will now hear from Mary Ann Aiello.

STATEMENT OF MARY ANN AIELLO, ROCKFORD, ILL.

MS. AIELLO. My name is Mary Ann Aiello. I'm here from Rock-
ford, Ill, with my friend Peggy Clark. We have come to Washington
with over 10,000 signatures to testify before your committee on the
problems that we are facing in Rockford.
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We are facing a serious problem with the increased gas prices
recently charged to the Northern Illinois customers. Since November 1,
1974, the price of natural gas has risen 66 percent in our area. As of
December 1, 1976, we have had a rate increase of 20 percent. Coupled
with the extreme weather conditions our bills have doubled and even
tripled.

While petitioning for these signatures we spoke to many hardship
cases. I received a letter from an elderly woman who has received a
gas bill for a 2-months' period of $282.33. Her total monthly income
from Social Security is only $212 per month. Another case was a woman
who had her home insulated through Northern Illinois Gas. Her
average bill last winter was $43. This year even with the added insula-
tion her bill was $148 for 2 months.
We have spoken to hundreds of consumers about cases such as these.

We feel these increases are too extreme. Yesterday we spoke to Mr.
Lyle Reed, Director of Oil and Gas at the Federal Energy Administra-
tion. He commented if we want the natural gas we need we must pay
the price and if we cannot pay the added increase we must change our
lifestyles.
Our wages cannot compete with these excessive price increases from

the producers of natural gas. What good is having the gas if the
consumer cannot pay for it. We feel the producers are using this
natural resource which is a necessity to drive up the prices way
beyond the already high levels to rip off the consumer and make
even more grossly outrageous prices.

President Carter has asked the American people to sacrifice their
extra warmth and comfort by turning down the thermostat to 65
degrees to try to conserve our natural gas resources. The American
people are willing to conserve but what we would like to know is
what type of sacrifice the producers are making? We feel that any
type of price increase is too much to bear during this inclement
weather.
We have been asked to make sacrifices but does this mean that

we, the consumers, must lose our homes because we cannot pay our
gas bills? Should our elderly be forced into leaving their homes after
many, many years of being hard working, productive, taxpaying
citizens simply because they cannot pay the increases? If money means
more than the health and welfare of our people then God help us.
Thank you.
Congressman Dingell, we would like to submit these petitions on

behalf of the people of Rockford.
Mr. DINGELL. The petitions referred to will be received by the

committee and will be held in the committee files.
We thank you.
The Chair will now recognize the members of the committee for

questions. The Chair now recognizes Mr. Brown.
Mr. BROWN. Mr. Chairman, I have to observe that this is a con-

sumer panel and we have been following for the most part in terms of
the price situation recommendation made by members of this panel
over the last few years.
Mr. White, when he was Chairman of the Federal Power Com-

mission, participated in the first South Louisiana rate case in 1968
when we held back the area rate price to what it had been 8 years
before; 1970, 2 years later, was our first curtailment year.

•
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In 1970 production of this country peaked in the natural gas area
and it has gone down ever since. In 1974, the Consumer Federation
of America, which he now represents, sued the Federal Power Com-
mission to prevent 180-day sales, along with some of my colleagues
in the Congress whose names I will put in the record.

• In 1976 the Consumer' Federation of America v. Federal' Power
Commission is a case suing against the $1.42 price of interstate new
gas set by the Federal Power Commission on their cost-based program.
As a result, in the State of Ohio, according to the Ohio Maim-

factUrers Association, we have as of yesterday 65,000 people Out of
work due to energy Shortages. I am told that if it goes on more
weeks we will have 200,000 People out of Work, Which will, aptible
our unemployment in Ohio.

Governor Shapp testified that we have industries going South or
threatening to go South where gas is available at $2 per-thousand ethic
feet. Of 'course, what that does is leave schools closed and Other
public institutions without enough gas to operate on. It leaves tax

• bases reduced for the members of the U.S. Conference of Mayors in
those communities so that they have difficulty meeting their cOrn-
munity responsibilities because• they lack the tax base: We have
consumers in my area who have the opportunity to have their' gas
bills go up.
Ms. Aiello, I think you ought to look into this. Maybe one of the

causes of those price increases in gas bills is that they are using
propane rather than natural gas at $2, propane at $4 a- thousand
cubic feet, because they don't get the natural gas through the lines.
So I would guess this is a very high moment for the panel because

the potential exists that we are going to have the President of the
United States decide who gets gas in this country rather than have
the forces that interplay broadly throughout our system make any
decisions on that.
I would guess that that conforms to what Mr. White suggested to

us in his testimony about 16 months ago. He said:
My own basic prejudices go in a slightly different direction. I have long ad-

vocated a Federal Oil and Gas Corporation which will be the option and the
alternative. Once that alternative option is in place there won't be any other
options or alternatives.

I have some trouble with that both philosophically and in terms of
what I think we are all about in this society, but I sure have trouble
with it now because in my town there is not an industry turning a
wheel. There is not a school operating. I think in our county we may
have one school operating but the other schools are not operating.
We face the prospect of economic catastrophe in my area given the
results of the programs that we have been through.
Now, we have tried your system and we have a problem. What

would like to know is what do you recommend we do now? Because it is
the sort of thing that I think my folks would like to have me vote
against. So if you will kind of identify that, that will enable me to
adopt my political posture because I don't like the results we have
gotten to from where we have been in the past 15 or 20 years during
your responsibility for deciding what the program ought to be.
Mr. WHITE. I think that is a question and I think I perhaps ought

to take a crack at it. If I may say, Congressman, my mother would
85-719-77---9

•
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be very pleased because she thought you were unfair to me on TV
the other day, you did not give me a chance to answer.
Mr. BROWN. I didn't control the program. I wished we could have

gotten 20 minutes or so more because we know what caused the
problem.
Mr. WHITE. I did not say that that is what caused it. I said she

thought you did it. Anyhow, we have that clear and I now get a
chance to respond.

First, let us talk about 1968 in south Louisiana. You are absolutely
correct, the Commission did find a 20-cent rate. Do you know that
85 percent of the producers by volume or 85 percent of the distrib-
utors by volume told the FPC what they thought the price ought
to be?
Mr. BROWN. What was that at that time?
Mr. WHITE. 20.2 or 20.3.
Mr. BROWN. Can you tell me what the price of hamburger was then?

Can you tell me what the price of Chevrolets was then or the price
of labor?
Mr. WHITE. NO, I can't.
Mr. BROWN. Did you think we should have kept the price on those

things at that price and do you think that if we had that, we would
have labor, hamburgers, and Chevrolets now?
Mr. WHITE. Are you trying not to understand? I said at the time

the FPC fixed that price it was recommended to them by the pro-
ducers and by the distributors. Don't you think that is significant?
The question is: Do you think that is significant, Congressman, that
85 percent of the gas producers recommended the price that the FPC
fixed within half a cent?
Mr. BROWN. I think it is significant that you rolled back the price

to what it was 8 years previously and the result 2 years later was that
we curtailed gas for the first time.
Mr. WHITE. Two years after the 1968 decision in 1970 and early

1971 a new group of Commissioners had before it a proposal from
south Louisiana, 85 percent of the producers, 85 percent of the dis-
tributors, they said, 'Gentlemen, that other crowd made a bad mis-
take. They set it at 20 cents. It ought to be at 26 cents." The FPC
said "Fine, we accept." Guess what? They accepted that. They
didn't say anything about the price of hamburger.
Mr. BROWN. They were enthusiastic about it I assume because that

reduced the price for them.
Mr. WHITE. That would produce all the gas that was needed. I

don't understand, Congressman. The only person I know who believes
the story you relate about my having done that is my mother. She is
so proud that her boy could have done this by himself. There were a
lot of other factors and forces at work.
Let me talk about CFA versus FPC. Why didn't you say that the

court of appeals found that the 180-day proposed extension of the
emergency rule was tantamount to deregulation and therefore was
invalid? Are you saying it is improper for an organization to use the
judicial process? It seems to me you are suggesting that it is improper
for an organization to use this Nation's court process?
Mr. BROWN. I am suggesting you have been wrong for 15 years and

that is how we got into this problem.



125

Mr. WHITE. We have had a different administration. I have not
been at the Federal Power Commission for 8 years.
Mr. BROWN. I have a good friend by the name of Mike DiSalle who

used to be Governor of Ohio and who was the OPA Administrator.
I think Mike proved that you were wrong.
Mr. WHITE. Somehow or other the relevance of that flew over me.
Mr. BROWN. He fixed prices and We had shortages. It is very simple.

It happens all the time.
Mr. DINGELL. The Chair observes that oftentimes we have short-

ages before we fix prices.
Mr. WHITE. Has my time expired, too?
Mr. DINGELL. The Chair recognizes the gentleman from Ohio.
Mr. DEVINE. I yield back my time.
Mr. DINGELL. The gentleman from Texas, Mr. Eckhardt.
MT. ECKHARDT. I have no questions.
Mr. DINGELL. The Chair wants to ask a question of Mr. Wheatley.
Mr. Wheatley, at page 2 of your rather carefully thought out

• statement I noted that you made certain comments with regard to
the power of the Federal Power Commission to allocate gas between
interstate pipelines. Can you document in greater detail the authority
that you allege to exist?
Mr. WHEATLEY. I had put in a reference in my statement, Mr. Chair-

man, to a recent decision in the East Tennessee Natural Gas Company
case on January 19, 1977, where the Commission expressly stated
that it did have the authority to allocate gas between interstate
pipelines in order to prevent an emergency. As far as I know, they
do have that authority under the present statute.
Mr. DINGELL. Can you assure us that that power could be ex-

ercised by the Federal Power Commission without court test, chal-
lenged by other pipelines or pipelines from whom the gas is being
transferred without challenginc, from, let us say, industrial consumers
or other consumers who might be affected by the transfer of gas from
their pipeline to other pipelines?
Mr. WHEATLEY I think it is impossible to assure that any decision

made by the Federal Power Commission is not going to be subject
to challenge by one of the many parties involved in these large pro-
ceedings. I don't think anyone could give you that assurance. I
would think, though, that this Commission decision and its authority
are fairly well based, it appears to me, on the law. I don't think that
is a complete answer. The real question to me is whether the Com-
mission is going to exercise this authority in a positive, creative way
in order to meet the present emergency situation.
Mr. DINGELL. It is, I guess, then fair to say that that power would

not be inconceivably subject to court test and substantial delay.
Mr. WHEATLEY. I think you are correct.
Mr. DINGELL. Mr. White, you served with distinction on the Com-

mission. Do you want to give us a comment as to the power, of the
Commission to allocate gas between interstate pipelines? '
Mr. WHITE. I have not made a careful study of it but accepting

what the FPC Commissioners say now, I think they do have the
authority and certainly in times of emergency if there were not
legislation of the type that H.R. 2500 is, I would think that they would
simply have to exercise whatever is even marginal or questionable
authority.
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If there is to be legislation, and I believe there ought to be, let us
make that clear, and avoid, if we can, the unnecessary litigation.
To put it another way, I have a hunch, Mr. Chairman, if I were

a member of the Commission and had a vote I would find the authority
to allocate the gas among the pipelines.
Mr. DINGELL. Mr. Flug, do you have any comment on that point?
Mr. FLUG. My comment is that that also answers one of Mr. Brown's

questions. I would venture to guess, and Mr. White may correct me,
that had Mr. White remained on the Commission in the past 8 years
the Commission would have exercised other authority.
There is now a proceeding, to which I believe Mr. Wheatley is a

party, setting forth the theory under which the FPC now has authority
to control intrastate prices. I am not sure, I believe that Mr. White,
had he been on the Commission, if that had not been the fact when
he looked at the trend in dedications to the intrastate market, would
either have tried to exercise that power or would have asked to put
that market under control.
I think that is the answer to Mr. Brown's question. If his people

want to know what he should do right now, had he supported the Smith
amendment last year with the vigor with which he opposed it then,
we would now have intrastate price controls and we would reverse
this trend of the drainage of gas from the interstate market into the
intrastate market, and you are talking about trillions of feet.
Mr. BROWN. Can you tell me why it has gone down when we have

had controls? We have had controls only on the interstate market,
haven't we?
Mr. FLUG. Yes.
Mr. BROWN. We have not had them on the intrastate market.
Mr. FLUG. That is carect.
Mr. BROWN. How much increase have we had in the interstate

market?
Mr. FLUG. As long as you don't have controls 
Mr. BROWN. Can you answer my question?
Mr. FLUG. In the interstate market the interstate controls can't

work and you know that, Congressman Brown.
Mr. BROWN. The interstate market has gone down in terms of

supply and the intrastate market has gone up in teims of supply.
Mr. FLUG. Tht is right, because of this disparity, because of the

lack of regulation.
Mr. BROWN. So we control everything and it will all go up?
Mr. DINGELL. With all respect to my good friend from Ohio, he is

cheating on my time and I have not yielded to him.
Mr. BROWN. The question was addressed to me.
Mr. FLUG. I was answering your question on his time.
Mr. DINGELL. In view of the colloquy between my friend Mr.

Brown and Mr. White the following data from the Federal Power
Commission's files, I think, might be of use. Before we get around to
that, though, Mr. White, when were you a member of the Commission?
Mr. WHITE. From March 1966 through July 1969.
Mr. DINGELL. To give us a comparison of intrastate jurisdictional

new contract weighted average prices, in 1966 the intrastate price in
cents per thousand cubic feet was 16.8. The jurisdictional price per
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thousand cubic feet was 18.5 cents. In 1967 the intrastate was 17.3,
jurisdictional price was 19.1. In 1968 it was 17.5 for intrastate and
jurisdictional price was 19.2. In 1969 it was 18 and 18.8. Do you have
any comments on those figures?
Mr. WHITE. They certainly sound about right. Don't forget, I

think we have to keep in perspective the fact that the demand for
natural gas—the pipeline network has now been completed across the
country and we are a growing economy—has grown and the companies
who make the decision as to whether to invest in searching for nat-
ural gas are ba4cally the same companies that make the decisions
whether to invest in the search for oil. You can hardly blame them
for wanting to have a product with an appreciation.
Mr. DINGELL. Isn't the point that during the time you were on the

• Commission, during the years referred to, that the Commission was
acting in a generally responsible fashion and was not limiting prices
for natural gas?
Mr. WHITE. That is correct. When the first area rate decision came

out, Permian Basin, that was to be fixed for the first time, the pro-
ducts in the basin increased the first 2 or 3 years thereafter.
I don't think that there are automatic connections between or

cause and effect between the fact that it is now 1977 and 45 percent
of the gas goes into the intrastate market rather than maybe 25, to
30 percent. Factors do take place that are outside the scope of even the
potent FPC.
Mr. DINGELL. The Chair thanks you.
The Chair thanks the panel for their kindness to the committee.

We excuse them and we now call as our next witness Dr. Donald
Gilman, who is Chief of the Long Range Prediction Group, National
Weather Service, National Oceanic and Atmospheric Administration.
Dr. Gilman, we are pleased to welcome you and whoever you have

with you as your associates and assistants and you may comment as
you wish.

If you will give us your full name for the purpose of the record, we
will recognize you, but first do you have any assistants or associates
you would like to have at the witness table with you?

STATEMENT OF DONALD GILMAN, PH. D., CHIEF, LONG RANGE
PREDICTION GROUP, NATIONAL WEATHER SERVICE, NATIONAL
OCEANIC AND ATMOSPHERIC ADMINISTRATION

Mr. GILMAN. No, sir, I am here by myself.
Mr. DINGELL. Very good. You may continue.
Will you identify yourself fully for the purpose of the record and

then you may consider yourself recognized.
Mr. GILMAN. My name is Donald Gilman. I am Chief of the Long

Range Prediction Group of the National Weather Service.
It is my understanding from the staff that the committee would like

a statement of our current long-range outlook for the month of
February which was just completed this noontime. There is a short
formal statement of the outlook which I have submitted to the staff
and I have copies.
[The document referred to follows:]
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30-DAY OUTLOOK FOR FEBRUARY 1977

NATIONAL WEATHER SERVICE, WASHINGTON, D.C.

The 'National Weather Service's 30-day outlook for February is for tempera-
tures to average below seasonal normals east of the Continental Divide except for
near normal in western portions of the northern Great Plains. Below normal
averages are: also indicated for much of the northern Intermountain Region. In
unspecified areas near normal temperatures are in prospect.

Precipitation is expected to exceed the median amount over most of the South-
west and South and also over the northern Great Plains. Elsewhere less than the
median value is indicated.

ROBERT R. DICKSON,
Long Range Prediction Group.

• National Meteorological Center.

Mr. GILMAN. Our forecast calls for colder than normal temperatures
east of..the Rockies in all areas except Montana and parts of the
Dakotas; near normal or below normal temperatures in scattered
areas west of the Rockies.
I would like to caution the committee that all long-range forecasts

are very risky. This one is no exception. We are wrong about two
times out of five, right about three times out of five. So the odds to
put on this kind of forecast for another cold month are three to two
east of the Rockies.
Mr. DINGELL. Can you give us an appreciation in which parts of the

country the cold weather will be worst and can you tell us how much
colder February will be than normal and will it be as cold as January?
Mr. GILMAN. It takes in most stations two to three degrees below

normal in order to qualify for the category we call below normal. The
forecast does imply that we think it will be at least two to three degrees
below normal in that large area east of the Rockies. However, the
state of the art does not allow us to attempt to forecast really extreme
conditions such as we have been experiencing in January.
Mr. DINGELL. Very good.
The Chair recognizes the gentleman from Ohio, Mr. Brown.
Mr. BROWN. " When did you predict that this would be up to this

point the coldest weather in recorded history?
When was that prediction made?
Mr. GILMAN. I can't claim, Mr. Brown, that we predicted anything

that spectacular. We did submit to this committee on November 9
a letter. giving our preliminary outlook for the winter which called
for colder than normal winter in most areas east of the Rockies, not,
however, in the Great Lakes area.
Mr. BROWN. That was November 9?
Mr. GILMAN. November 9.
Mr. BROWN. The degree-day difference, that is, lower tempera-

tures than normal, started October 15, as I recall. Is that correct?
Mr. GILMAN. No; I believe the degree days started to go above

normal about as quickly as we started publishing them in the middle
of September. The kind of pattern that we have had giving us cold
weather has been established since mid-September and has varied
very li.ttle since then.
Mr. BROWN. Your prediction that it is going to be lower in February

than usual is the first thing that has given me some hope because I
haven't had a lot of confidence in your ability to predict, that is, the
Government's ability to predict the weather in the past.
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One of the problems that we have gotten into,' I gather, is that
over theja§t 3 years there have generally been predictions that we
would have a relatively normal cold winter. For the previous 3 years
it has been much, warmer than normal. Is that correct?
Mr. Gv.m4N. There may have been some predictions of that

kind. Our own predictions called for warmer winters 'both last year
and the year before.
Mr. BROWN., Did that relate then to figures on gas shortages or

anything like that? Were your predictions used as bases of the FEA
predictions of our shortfalls on gas or for corporate predictions of
shortfalls on gas?
Mr. GILMAN. I guess I don't really have any way of answering

that question in a satisfactory manner because we don't always know
who uses our predictions or for what purpose.
Mr. BROWN. Let me ask the question more directly. What did

you predict for this winter back, say, in the early fall or at the be-
ginning of the fall, September 21 or 22, whenever the equinox is?
Mr. thiAmAN. Our first preliminary statement about the winter

was the one made for this subcommittee on November 9. We had not
made any statement before that.
Mr, BROWN. What did that say?
Mr. GiLmAN. That said a colder-than-normal winter.
Mr. BROWN. How much colder than normal? Is that all, just

colder than normal?
Mr. GILMAN. Just colder than normal.
Mr. BROWN. The choice for February is normal, colder than normal,

or warmer than normal?
Mr. GILMAN. Yes.
Mr. BROWN. I am trying to get two things. One is the nature of the

predictions br how specific that prediction is. I gather that our choice
is normal colder than normal or warmer than normal; is that right?
Mr. GILMAN. That is right. We make the prediction in three classes.

The below-normal class has a natural probability of 30 percent of
occurring. The above-normal class has a natural probability of 30
percent of occurring. The near-normal class has a natural probability
of 40 percent Together they take up the whole spectrum.
Mr. BROWN. I think I understand that. The other question is how

much colder than normal?
Mr. GILMAN. The numerical thresholds of the below-normal cate-

gory vary from one station to another around the country.
Mr. BROWN. I understand that the below normal is one of the three

choices we. have and that is about 30 percent of 100 percent of the
choices. My question again is, how much colder than normal?
Mr. GILMAN. How much colder than the threshold of below normal?
Mr. BROWN. No, how much colder than normal. Normal is a figure

that works out on the average?
Mr. GILMAN. That is right.
Mr. BROWN. So we know what normal is?
Mr. GILMAN. That is correct.
Mr. BROWN. How much colder than normal should we expect

February or March to be.
Mr. GILMAN. We think that it is going to be more than 2 or 3 degrees

because that is the threshold for the cold category.
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Mr. BROWN. What has the winter been so far?
Mr. GILMAN. It has been a good deal more extreme than that.
Mr. BROWN. How much?
Mr. GILMAN. The winter so far in the Great Lakes area has been

running around 12 degrees below normal. In other areas further south,
10, 8, 6 degrees below normal. Those are rather large numbers every-
where.
Mr. BROWN. Your prediction for this fall for the Great Lakes

area is what?
Mr. GILMAN. The winter prediction there was indeterminate. We

had conflicting evidence and we could not call it.
Mr. BROWN. Thank you, sir.
Mr. DINGELL. Mr. Divine.
Mr. DIVINE. No questions.
Mr. DINGELL. Mr. Eckhardt.
Mr. ECKHARDT. Mr. Chairman, I was tempted to ask this witness

if his Agency was not primarily responsible for the weather, and
why did they let this happen. But I think I shall refrain.
Mr. DINGELL. Mr. Marks.
Mr. MARKS. No questions.
Mr. DINGELL. Could you tell us whether this portends a late

spring in the gas-producing States or in any other parts of the country?
Mr. GILMAN. Since the forecast only goes through the end of Feb-

ruary, I don't think it really has very much relevance for the spring.
There is usually not much carryover of winter weather patterns into
the spring.
Mr. DINGELL. Could you give us some comments as to California

and the Far West, what the weather situation will be there?
Mr. GILMAN. The forecast for the Far West implies, I believe,

mainly near-normal conditions in temperature. It also implies con-
tinued dry weather in the Pacific Northwest, which is already very
deficient in snowpack.
Mr. DINGELL. Can you give us some appreciation on a related

matter and that is the hydroelectric potential capability in the
Pacific Northwest and western United States?
Mr. GILMAN. Mr. Chairman, I am not sure I understand the

question.
Mr. DINGELL. Obviously weather and water dictate the level of

production of electricity in the hydroelectric generating facilities
in the West and Northwest. Can you give us some appreciation
of what those will be, please?
Mr. GILMAN. I have seen figures published that the snowpack in

the Pacific Northwest is on the order of half of what it ought to be.
Mr. DINGELL. Your comment here says as follows:
Precipitation is expected to exceed the medium amount over most of the

Southwest and South and also over the northern Great Plains. Elsewhere less
than the median value is indicated.

Mr. GILMAN. Yes.
Mr. DINGELL. That plus your comment plus the snowpack indicate

a deficient level for water for hydroelectric power in the Northwest?
Mr. GILMAN. Yes; it does.
Mr. DINGELL. Is that of such magnitude that you would want

to comment on it or is that a general assumption?

•
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Mr. GILMAN. Precipitation forecasts are riskier than temperature
forecasts; therefore, I don't consider that to be a very strong warning,
simply an inference from the general weather pattern that we don't see
a good way for the precipitation to pick up in the Pacific Northwest
in February.
Mr. DINGELL. Can you give us any suggestions as to how you would

translate your comments with regard to temperature into some
comment in regard to fuel use?
Mr. GILMAN. There is a standard degree day measure which many

engineers use to estimate fuel demand. It is supposed to be propor-
tional to fuel demand but the constant of proportionality varies from
place to place and requires a specialist to name it. We do monitor the
degree day accumulations, the measure of coldness from the beginning

• of each fall. I see that you have one of my charts—in Colorado—up as
a display. Would you like me to say something about that chart?
Mr. DINGELL. I was about to raise the question of the chart, which

I think we will put in the record. If you would like to address yourself
first to the chart and then give us any idea with regard to projections
as to how that chart would change by the end of February.
[The chart referred to follows]
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Mr. GILMAN. The chart compares degree days accumulated from
the beginning of the fall, actually from July 1, with a normal period
defined as 1941 to 1970, 30 years. At each station the raw degree day
numbers which are calculated from an average base of 65 degrees
each day have been added up and then converted to a percentage
departure from normal for this time of year.
I cannot see the date from here, but the date on that chart, I am

quite sure, is January 23—which means that the chart is updated to
last Sunday. We update each Sunday. The chart tells us that it is SO
far largely in the South and in the Midwest that the degree accumu-
lations have been most different from normal in percentage terms, in
spite of the fact that the absolute temperatures have been coldest
and the absolute departures from normal largest up around the
Great Lakes.•
Mr. DINGELL. Could you give us any appreciation how that com-

pares with your earlier forecast?
Mr. GILMAN. The pattern shown there has a very strong qualitative

resemblance to the forecast pattern that we described to the sub-
committee in November.
Mr. DINGELL. Do you want to comment with regard to your

February forecast as to how this comports with the kind of pattern
you are discussing?
Mr. GILMAN. The forecast is in very close agreement with the pat-

tern that has already occurred and would tend, I think, to maintain
the percentages that are present there although it does not necessarily
imply an increase in the percentages.
Mr. DINGELL. You are indicating to us that you are finding that

the same pattern generally is going to obtain?
Mr. GILMAN. We believe that the present pattern is one that has

considerable stability and we do not find evidence for changing it
right now.
Mr. DINGELL. Of cold weather and serious problems?
MT. GILMAN. Yes, sir.
Mr. DINGELL. Are there further questions?
Mr. BROWN. Mr. Chairman, I feel I should apologize to the witness.

I guess I am just tired because I got up an hour early this morning on
the theory that it was supposed to snow.
But I would like to say to the witness that I have a great deal more

respect for the ability of the weather bureau than I do for the ability
of the Federal Government to manage the economy.
Mr. DINGELL. The Chair thanks you.
We will call our next panel.
Mr. GILMAN. Thank you, Mr. Chairman.
Mr. DINGELL. The next panel is a panel of producers, Mr. David

Foster, Natural Gas Supply Committee; and Mr. A. V. Jones, vice
president, Independent Petroleum Association of America.

Gentlemen, we are pleased that you are with us.
Gentlemen, if you will identify yourselves for the purpose of the

record, we will be pleased to receive your statements.

•
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STATEMENTS OF A PANEL CONSISTING OF DAVID HL FOSTER,
EXECUTIVE VICE PRESIDENT, NATURAL GAS SUPPLY COMMIT

AND ,A. V. JONES, JR., PRESIDENT, INDEPENDENT PETRO-
LEUM ASSOCIATION OF AMERICA, PRESENTED BY H. 3, SCOGGINS,
GENERAL COUNSEL AND VICE PRESIDENT, CONGRESSIONAL
AFFAIRS "

Mr. FOSTER. My name is David H. Foster. I am exectitive vice
president of the Natural Gas Supply• Committee, an organization
which represents the major and independent producers of natural gas.
I do not, of course, speak for the pipelines, the distributdis,1 or the
users of natural gas. The Natural Gas Supply Committee is *registered
lobbying organization which exists for the purpose of educating the
public as to the nature and scope of the Nation's natural gas problems
and working for realistic and viable solutions to these problems.
Producers have always believed that the best—indeed, the only

workable approach to solving both the short-term emergency and the
long-range supply problem is complete deregulation of wellhead
prices. Only brpermitting the wellhead price to go to market clearing
levels can we encourage conservation of this most precious fuel,
discourage wasteful and uneconomic consumption and provide in-
centives for discovery of new supplies.
In this time of crisis, many have expected producers to indulge in

smug cries of "we told you so." But the current crisis is far too serious,
far too painful in terms of lost production, lost wages, lost education,
and plain human suffering for anyone to take satisfaction. Let me
only say that the real tragedy of this winter's shortage is that it could
have been dealt with, it should have been dealt with, years ago when
the fact of dwindling supplies of natural gas in the interstate market
became apparent to every objective observer.
One thing must be made clear at the outset: The producers of

natural gas are prepared to support any proposal by the administra-
tion which is reasonably calculated to help relieve this winter's
energy crisis. For this reason, although we have serious reservations
about the efficacy of the proposed emergency bill to achieve this end,
we have neither opposed nor sought to impede its progress toward
enactment. But such a posture on the part of the industry must in
no way be construed as endorsement of its provisions or as 'implied
agreement that those provisions will elicit any significant quantities
of otherwise unavailable gas.
Based upon our study of conditions in the producing States today,

I believe that virtually every Mcf of deliverable gas is being contracted
for promptly and is being taken by customers at maximum production
rates. If there once were surpluses in the intrastate market, they now
appear to have been largely consumed as the result of the extraor-
dinarily cold weather in the gas producing States.
Three points about the proposed bill must be recognized with

indelible clarity:
The bill provides no incentives for exploration and discovery and,

therefore, no new production will result from it.
Any additional gas brought to the interstate market is the direct

result of free-market pricing conditions within the producing State.

411.



135

Any gas shifted from one region of the country to another this
winter will intensify the likelihood of nationwide shortages in years
ahead.
The following is a short list of comments on the specific provisions

of the bill. The list is certainly not comprehensive because, quite
frankly, we did not receive a test of the final bill until yesterday and
have no idea how its provisions might operate in all of its aspects. I
hope we may be forgiven if we do not offer at this time concrete
alternatives to the provisions which we find flawed. We would welcome
the opportunity of doing so if time permits.

1. The emergency purchase authorization has been effectively
emasculated by the provision for Presidential determination of fair
and equitable prices. It is not at all clear that such prices would be
determined in advance or that they would be firm.

Moreover, no criteria are indicated upon which such a determination
might be made. Although producers have serious doubts that any
significant quantity of gas will be found in the intrastate market for
emergency put chase at this time or in the near future, it should be
clear that an uncertain pricing mechanism is not apt to elicit it.

2. The bill makes unprecedented an altogether unjustified intrusions
into the intrastate market by permitting Fedeml orders requiring
intrastate pipelines to transport interstate gas and construct facilities
for that purpose. The questionable compensation for such transporta-
tion and construction, the attendant disruption of the intrastate
market and the complexity of such interconnection would suggest the
most compelling showing of need for such action and producers have
serious doubt that such need can be demonstrated.

It is our belief that interstate pipelines are fully capable of trans-
porting the quantity of gas to be allocated under these provisions
without the use of the intrastate system.

3. The definition of "interstate pipeline" appears to be so broad
es to cover sales by and gathering lines of producers selling gas to the
interstate market, a result which could scarcely have been intended.
4. The definition of "intrastate pipeline" appears so broad as to cover

every single gathering line as well as pipeline in the intrastate market,
again a result which could not have been intended.

5. The incredibly broad subpena powers make no provision for
confidential treatment of sensitive data.

6. The antitrust immunity provisions may not extend far enough to
adequately protect producers.
We sincerely hope that this bill will help in attaining its stated

goals but, as I trust have been made abundantly clear, we have no
assurance that it will. If, as now appears to be probable, this legislation
is pushed through to enactment, we plead that immediate consider-
ation of a long-term new gas deregulation bill be the very next order
of business for this subcommittee and the entire Congress.
Mr. ECKHARDT [presiding]. Mr. Scoggins

STATEMENT OF H. B. SCOGGINS

Mr. SCOGGINS. I am appearing in place of Mr. A. V. Jones, Jr.,
our president, who was unable to be here. We generally agree with
and endorse the statement which Mr. Foster has just given on behalf
of the Natural Gas Supply Committee.

85-719-77-10
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The Independent Petroleum Association of America is a national
organization of some 4,000 independent producers of crude oil and
natural gas who operate in every producing area of the United States.
IPAA long has been concerned with the state of the natural gas

supply in this country and has supported legislation to correct the
shortage of that supply. The problems we are faced with today have
been in the making and have been debated for the past 23 years.
As a matter of national policy we have artificially controlled well-
head prices of natural gas sold in interstate commerce, thus economi-
cally discouraging the exploration for and the development of new
and expanded supplies of natural gas.
We commend the administration and Congress for recognizing that

we do, in fact, have a critical shortage of natural gas and are attempt-
ing to deal with the issue. This bill does not address itself to the basic
ill, it only attempts to deal with the symptoms and could be dan-
gerously counterproductive. We are concerned that quick enactment
of this legislation will mislead the American people into a belief that
Congress has effectively corrected the natural gas supply problem,
thereby serving to further delay critically needed corrective legisla-
tion to solve the real problem. We are hopeful this will not be the case.
As required by this committee, we will confine our comments to

the specific provisions of H.R. 2500 to deal with the emergency.
First, and most important, it will not bring on critically needed new

supplies of natural gas. Since extensive leadtime for new gas explora-
tion is required, emergency sales of 6 months' duration clearly cannot
help to stimulate new exploration and development.

Secondly, provisions of this bill which allow the President to set
prices which producers can be paid for their as further perpetuate
the uncertainties of the past which are responsible for today's short-
ages of natural gas. To extend price-setting powers to the President
only introduces another layer of unneeded Federal Government
intervention. It is unrealistic to expect anyone to establish fair and
equitable prices within the time frame of this emergency measure,
and with no guidelines. This establishes a dangerous precedent which
is neither appropriate nor necessary to the solution of the natural gas
supply problem.
In addition, a number of other dangerous precedents are set by this

bill. The abrogation of producer contract provisions prohibiting the
commingling of regulated and nonregulated gas is a dangerous prece-
dent which could lead to intrusions into valid, contractual agreements
between producers and their customers. The section nullifying price
redetermination clauses of intrastate gas contracts is a further ex-
ample of unwarranted Federal intervention. If such contract provi-
sions cause local disruptions, those problems can best be dealt with at
the State level.
An even more dangerous precedent is that of extending Federal

jurisdiction over intrastate pipelines. From the authority to order
intrastate pipelines to transport interstate gas, it is but a short step
to telling those pipelines who they might serve and what they might
pay for intrastate purchases of gas. In fact, it is conceivable that the
President, under this legislation, could order an intrastate pipeline
to perform interstate functions to the detriment of its regular cus-
tomers. There is no provision under which intrastate producers,
pipelines, and their customers can protect themselves from, or seek

4
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redress for, having their gas supplies interrupted by Presidential
order.

- To the extent that intrastate gas might be displaced from pipelines
ordered to transport interstate gas, this could lead to the shutting
in of intrastate gas wells due to a lack of transportation facilities,
thus further compounding supply problems.
The same section of the legislation gives the President the authority

to order any pipelines to construct any new facility he considers
necessary to carry out his orders for transporting gas. This is totally
repugnant to the concept of the private enterprise system which has
allowed traditionally for individuals and companies to spend and invest
on a basis justified by sound economic judgments as to longterm
prospective markets, and could constitute the taking of private
property without compensation or due process.
We do not know of anyone within the industry, whether producer,

pipeline or distributor, who is not sensitive about, and anxious to do
whatever is necessary to alleviate distressed supply conditions in
the current emergency. In view of this, the broad authority to compel
action, subpena personal appearances and production of documents
and impose severe penalty provisions assumes wrongly that there
would be devious noncompliance as common criminals. Those provi-
sions are totally unwarranted.

History has proved "tempory" legislation has tended to become
permanent. Such extensive and elaborate authority as contained in
H.R. 2500 cannot be turned on and off 90 days at a time. Similar
"emergency" legislation was adopted by the Congress at the time of
the 1973 Arab oil embargo dealing with the allocation and sale of
crude oil and refined products. Billed also as "temporary," it is still
with us nearly 4 years later in an ever increasingly complex form.

If instead of compounding the problem with a new set of legal
impediments—as contemplated by this bill—Congress would enact
legislation to "get the Governrnent out of the gas business," the in-
dustry could act swiftly and effectively to make available, where
most needed, supplies of gas sufficient to minimize distressed situations
during this present emergency,
There is no equitable way in which to share a shortage of any

commodity. The only answer is to pursue a course of eliminating the
shortage. Any realistic analysis of the problem clearly indicates that a
long-term solution to the gas supply problem must be found. We have
learned from recent past experiences that when the weather warms up,
the desire of Congress to confront the natural gas issue cools down in
direct proportion.
Mr. Chairman, upon your final disposition of H.R. 2500, we strongly

urge you to act immediately on legislation to bring about a long-term,
permanent solution to our natural gas supply problem by deregulating
the wellhead price of new natural gas which President Carter has
identified as one of his primary objectives and which we feel is the only
solution to this problem.
Mr. Ec KHARDT. Mr. Brown.
Mr. BROWN It has been suggested by the previous panel, the panel

of those interstate pipelines that get gas from producers and take it to
an area where it is distributed, that a ceiling price should be set in
legislation which, according to the testimony, would be an average of
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the three highest prices being charged in the field by intrastate pro-
ducers or in the case of purchasers from an intrastate pipeline or
local distribution company at an average of the three highest prices
being paid by the intrastate seller.
I wonder if you would comment on that as a possible method of

setting a new ceiling price for natural gas?
Mr. FOSTER. Mr. Chairman, let me say most clearly and un-

equivocally that the producers of natural gas are absolutely opposed
to the concept of ceiling prices at any time. That is the one feature of
this architecture under which this ice palace has been constructed this
winter.
We have 23 years of ceiling prices. The men at the Federal Power

Commission, men of good will, have tried to set a ceiling price. I don't
think they have deliberately tried to put the price too low. They have
tried to find an adequate supplier.
Mr. BROWN. But they are a little slow.
Mr. FOSTER. They are a little slow. In good faith they have tried.

I would submit any attempt to set a ceiling price will fail by the same
token.
Let me say my comments about ceiling prices are much more forc-

ibly addressed to permanent legislation, of course. In permanent
legislation where we are trying to elicit supply and trying to create
incentives, of course, ceiling prices have no place.
I heard Governor Briscoe testify this morning and I heard the pipe-

line people testify. They seem to feel in the short-term emergency bill
a ceiling price might have a place. We disagree but we have not had a,
chance to analyze all the imports of this bill. From a producer stand-
point we believe that is a continuation of failed policies.
Mr. BROWN. It was also testified by the same panel that they had

been out into the market, the intrastate market, looking for natural
gas and in the case, I think of the Columbia Gas System, the one most
severely adversely affected of the systems on the panel, that they
had a 90-billion Mcf shortfall and they could stir up only about 12
billion Mcf and another panelist suggested even less.
Can you give us some information about whether that is a reasonable

conclusion or what the situation might be?
Mr. FOSTER. First of all, let me say that the natural gas supply

committee does not attempt to collect data on what gas is available
under what circumstances. We have polled our membership, had
informal conversations with them, and the result which the pipelines
have experienced in terms of not finding very much gas for emergency
purchase squares with our own assessment of the problem. There just
is not that much gas out there. We were experiencing some surpluses
in the intrastate market back in the fall down through early Novem-
ber, but because of the extremely cold weather in Texas, Oklahoma,
and the other producing States those surpluses have been dramatically
reduced.
We question whether this bill or any other emergency purchase

bill will elicit any substantial quantity of gas from the interstate
market.
Mr. BROWN. From what I understand, what happened in the market

maybe 10 years ago, maybe less, was that the price at which inter-
state gas was set became a price below which you could bring in new
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wells practically and so at that time you had the Clean Air Act passed
which, made gas a lot more popular as a fuel item because coal was
practically outlawed.
Whether it was because it was so clean probably isn't significant

because it was the only other choice except oil for heating. So we had
a big switch at that time to the consumption of natural gas, did we
not?
Mr. FOSTER. Yes, sir.
Mr. BROWN. But the interstate price was frozen. So, most of the

new gas found its way into the intrastate market at that point.
Mr. FOSTER. Yes, sir.
Mr. BROWN. The intrastate market is now reasonably full, isn't

it, in a normal year?
Mr. FOSTER. Yes; it is. As a matter of fact, the intrastate market

this last year did develop surpluses until we ran into this very cold
weather.
Mr. BROWN. If there are surpluses in the intrastate market which

6 means that you can't sell it except very close to your cost and if
there is no price level in the interstate market that would cover your
cost I assume that that has had an adverse effect on drilling.
Mr. FOSTER. Yes; of course. The surpluses were developed in the

intrastate market out of the free market system. That is what a free
market tends to do. It tends to attract people into the business
necessary and they tend to be a little enthusiastic and they create
surpluses. Once the surpluses occur and there is no other market to
go to, then the drilling activity falls off.
Mr. SCOGGINS. It had the effect of leveling off and reducing the

price in the intrastate market in several areas as a result of the
temporary surplus.
Mr. BROWN. Columbia made a gas purchase from Canada. The

Canadian producers in the western part of Canada were selling their
gas and shipping it east to the consumers in eastern Canada who, I
gather, have been affected by the weather the same as any place else
if that map means anything up there or one can extrapolate what
might be just above it. How is it that the Canadian gas producers
had a surplus?
Mr. FOSTER. I am not familiar with the circumstances under which

a surplus was developed in that market.
Mr. SCOGGINS. I don't know specifically, Congressman Brown,

other than the fact that the Canadian Government made a decision,
• I think you know, a couple years ago to decrease exports of gas to

the United States. Their own market was not growing rapidly..
Therefore, there was some surplus and, as I understand, there is still
some surplus in the Canadian market and they are now allowing
some of that gas to move into the United States.
Mr. BROWN. Finally, can you comment on the concern that I

feel about the prohibitions in this legislation on page 9, section 6,
prohibitions concerning natural gas that should be available but which
cannot be sold into the interstate market because of prohibitions
under the 180-day or until July 31 sale? Do you understand that
section of the bill?
Mr. SCOGGINS. Congressman Brown, frankly I am not sure that

I understand what the problem is unless it relates to the offshore
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gas. Our members don't operate in the offshore area primarily and
we really have very little information about the offshore situation.
Mr. BROWN. It provides that one interstate pipeline cannot sell to

another pipeline under emergency provisions. It says that a producer
affiliated with an interstate pipeline cannot sell under the emergency
provisions. It says that that cannot be done if natural gas is not
produced from the Outer Continental Shelf, and it has other provisions,
about four or five of these limitations in here.
It seems to me that those limitations in each case reduce the

prospect of natural gas being available to special exempt purchasers
for use in the interstate market.
Mr. FOSTER. That is correct. We don't understand why those

affiliate purchases were prohibited by those provisions. It makes no
sense to us. We can't find why those prohibitions were put in the bill.
We would suggest they be eliminated. Until someone tells us why
they were put into the bill we don't know what evil to combat.
Mr. BROWN. If they are eliminated there would be no gas available

in the market other than that which the bill provides.
Mr. FOSTER. Yes. I can't quantify it for you but the provisions make

no sense to us at all.
Mr. BROWN. Thank you, Mr. Chairman.
Mr. ECKHARDT. Are you saying, Mr. Foster, that you would like to

omit from the language of the emergency purchases the phrase "upon
such terms and conditions as the President determines to be appropri-
ate including provisions respecting fair and equitable prices,' is that
the crux of your statement?
Mr. FOSTER. Yes, sir. It seems to me that that provision as I have

suggested in my testimony virtually emasculates what benefits we
might gain from these emergency purchases. I don't know how much
gas might be available for purchase from the interstate market. But
if you are asking producers of pipelines to take a chance on a fair and
equitable price with no known criteria and with the possibility that
the price might not be firm and it might be redetermined after the
emergency sale was completed, I think that would effectively prevent
any emergency sale from being made.
Mr. ECKHARDT. If we should eliminate that, what do you envision

the price going to under section 6?
Mr. FOSTER. I really have no guess what the price might go to.

As I said, I don't think there is very much gas out there to be
purchased.
Mr. ECKHARDT. We have some indication perhaps under the 268

sales. As I understand, last week a pipeline purchaser and a gas seller
agreed to $2.75 per Mcf and this was refused by the Federal Power
Commission. The next day they came right back with a $2.25 figure.
So might we not well envision $2.75 prices under section 6 if we had
no limitation respecting price?
Mr. FOSTER. Based upon the evidence that you have just cited I

certainly could not argue with you, Mr. Chairman, that such a
possibility might happen. I really could not say at this time that we
might not experience prices of that magnitude.
Mr. ECKHARDT. If you could get $2.75 for your gas under a section

6 sale, would you not be inclined to sell it to the pipeline rather than
to any other customer at a lower rate?

4
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Mr. FOSTER. You would certainly have to evaluate the relative
advantages of the 180-day sale as against perhaps a 10- to 15-year
firm contract. On the other hand, you have a royalty owner to con-
sider and under the circumstances a royalty owner might feel in-
clined to have you accept the $2.75.
Mr. ECKHARDT. Let me posit this sort of situation. Say in the State

of Texas where of course residential consumers pay for gas without
any restriction respecting price at the wellhead. Presently the mix
of gas purchased by a residential consumer in Texas is at a rate some-
what higher than the national rate. If the pipeline selling to Texas
consumers should be willing to sell at, say, $2—that might be all the
consumer could pay without raising their prices to an inordinate
level; is that a fair statement?
Mr. FOSTER. Yes, sir.

• Mr. ECKHARDT. Now, suppose an interstate pipeline with a great
amount of gas in the pipeline at lower prices, say around a 40 cents
average, comes in and wants to buy gas from you. Can't they pay a
good deal more for that gas? Is there really any limit to what they can
pay short of, say, $4 or $5?
Mr. FOSTER. Certainly the ability of the interstate pipelines to take

the very high priced fuels, whether it is LNG or SNG or high priced
gas they might purchase under emergency purchases and roll that in
with a good deal of low priced gas puts them at a relative advantage
in terms of a bidding situation such as you describe, yes, sir.
Mr. ECKHARDT. Ler us posit this question. Suppose an industrial

user of gas, not for boiler fuel but for a purpose for which gas cannot
be substituted by another fuel, for instance, a glass company, is
bidding in Texas for gas. At the present time it would go somewhere
in the neighborhood of $2, would it not, probably in that range?
The average, I think, is about $1.65 for the last year.
Mr. FOSTER. Yes sir.
Mr. ECKHARDT. I<Tow, what is it going to do if it has to bid against

an interstate pipeline under section 6 without any price limitation?
Does it really have a chance to get gas on the spot market?
Mr. FOSTER. I think you have raised a very real concern.
Mr. ECKHARDT. That is what Governor Briscoe is concerned about.

It is a very legitimate concern.
Mr. BROWN. Will the gentleman yield?
Mr. ECKHARDT. Sure.
Mr. BROWN. One of the problems that the consumer would face

on gas bid to that high a price when it came to him, however, is that
the cost of gas is about 15 percent of his gas bill whereas in Texas
the cost of the gas, I would assume, would be a (Treat deal more of the
gas bill because it has to be transported a good dealless.

a The money in the gas bill for the consumer in my part of the country
is not the cost of the gas but it is the cost of getting the gas up there.
If we bid a high price for the gas you still have overlaid on top of that
this very high transportation cost which in Texas the consumer does
not have to pay. So he could theoretically, bid more for his gas and
still have a lower gas bill. Do you follow my argument?
Mr. ECKHARDT. I don't think he could bid $5. At any rate, I am not

really arguing the merits of the Texas consumer against the Ohio
consumer. I am trying to see how this bill would work with respect
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to bidding up intrastate gas prices. Do you not feel it would in fact
bid up intrastate gas prices if there were not limitation?
Mr. FOSTER. I certainly would not be in a position of claiming to

you, Mr. Chairman, that that would not happen. I think that you
have posed a real problem as was posed this mornina

6 
by Governor

Briscoe as to what is going to happen to users of natural gas in the
producing States under this kind of emergency bill.
This points up one of the real flaws of going after the emergency

bill. That is that it does not attack the supply side of the problem.
I enjoy discussing the pricing impact on consumers of this kind of
bill, but I think to discuss that shows that we are dealing with the
wrong end of the problem. This bill does not produce any additional
supplies of natural gas. It is only when we begin to do that that we
can begin to touch the pricing problem.
Mr. ECKHARDT. The last time, you know, we were urged to change

a temporary bill for the winter season to a bill that did address the
question of long-term gas prices. In the Senate the bill was the
Pearson-Bentsen bill and in the House it was the Smith substitute.
The two bills were sufficiently related to the same subject to permit
them to be considered in conference committee.
Did you at that time urge that the conference committee be ap-

pointed so that it could get to the matter right then? We could have
done that last term, you know, if we had had a conference committee
appointed in the Senate. I was wondering what you and your organi-
zation did with respect to pressing for a decision last winter.
Mr. FOSTER. I think, Mr. Chairman, that we felt that the Smith

bill as it was adopted by the House of Representatives offered so
little chance of solving the long-range natural gas problem in any
manner whatsoever that we felt it could not be brought to a successful
conference with the Senate bill.
Mr. ECKHARDT. Didn't you find the Pearson-Bentsen bill entirely

to your taste and the Smith bill would be at the other extent of the
brackets? That is what we ordinarily do in a conference, we try to
come to some kind of compromise. You might have gotten the
Pearson-Bentsen bill. Why didn't you try for it?
Mr. FOSTER. One of the problems in trying to follow a legislative

path over a number of years is that what last year was a compromise
turns out this year to be your most favored provision. The Pearson-
Bentsen bill adopted by the Senate in October 1975 represented
a substantial and material compromise on the part of the gas producers.
Mr. ECKHARDT. So you folks did not want to take a chance that

the Smith substitute might pass; is that right?
Mr. FOSTER. Mr. Chairman, our position has always been that

we could not support in any kind of way a natural gas bill which we
felt would fail. That woad ultimately result in nationalization of
the natural gas industry. If we were to support the bill, that would not
in any way ameliorate the supply problem and this industry would
be in worse shape than it is right now in terms of public image.
Mr. ECKHARDT. You thought Pearson-Bentsen would fail and the

Smith substitute might pass, so you just didn't want a conference
to run that risk?
Mr. FOSTER. We felt that was a margin between these two bills

that could not result in any kind of satisfactory union, sir.
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Mr. ECKHARDT. It could have come out Pearson-Bentsen pure andsimple.
Mr. FOSTER. I can scarcely believe that is your honest political

assessment of the matter.
Mr. ECKHARDT. Or it could have been a compromise, but you

didn't want to take that chance because you did not want to stray
even a small distance from Pearson-Bentsen.
Mr. SCOGGINS. Mr. Eckhardt, if I might interject here, from the

viewpoint of the independent producers the Pearson-Bentsen bill
was a substantial compromise below what we thought was a minimum
that ought to be adopted in the way of natural gas legislation.
Mr. ECKHARDT. So if you could not get that you did not want to

run the risk of moving even one iota in the direction of the Smith
substitute?
Mr. SCOGGINS. That is correct. As Mr. Foster just pointed out,

we knew that that would eventually result in nationalization of the
ind ustry.
Mr. BROWN. Would the gentleman yield?
Mr. ECKHARDT. Sure.
Mr. DEVINE. Mr. Chairman, a point of order. I have been waiting.

May I be recognized for a question or two?
Mr. ECKHARDT. Surely.
Mr. DEVINE. I would like to direct a question to both of you

gentlemen. Were you both here when this so-called consumer panel
testified?
Mr. FOSTER. I heard most of the testimony.
Mr. DEVINE. Did you hear the testimony of Mr. Flug 
Mr. SCOGGINS. I heard most of it.
Mr. DEVINE [continuing]. Representing an organization describing

itself as Energy Action, and I am not sure just exactly what the
consumer organization is except it is generally a sell-appointed group
of persons that presume to posture themselves between the public
and the elected officials.
Statements were made unchallenged and I think perhaps you

gentlemen may be in a position to either confirm what was said or
deny what was said or at least clarify the record.
This director of the Energy Action group said:
Let there be no mistake, deregulation is now nothing more than a euphemismfor energy piracy. Deregulation would allow those who have hidden, withheld, anddiverted natural gas from interstate markets to reap high windfall profits inselling that very gas.

That brings up the question I asked an earlier panel and one thatyou gentlemen addressed generally.
No. 1, are you secreting, hiding away a large supply of natural

gas waiting to rip off the consumer when we get permanent de-
regulation? Is that true, and, No. 2, is this a euphemism for energy
piracy?
Would you respond to the charges made against the industry?
Mr. SCOGGINS. Mr. Devine, the issue of withholding natural gas

reserves, the charge has been made time and time again. The FPO,
several of the Federal courts and committees of Congress have found
there is no truth whatsoever to this charge.

85-719---77-11
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On behalf of the independent producers who operate primarily in
the intrastate market I can assure you gas is not being withheld.
They operate on such a small margin and they always have their
royalty owner and their investors looking over their shoulder to see
that they get the maximum return as soon as possible. They have to
find a market for their gas and move it as quickly as they can after
they find a reserve of gas. They certainly are not withholding any gas.
Mr. DEVINE. Mr. Foster, do you have any comment on this overall

subject?
Mr. FOSTER. The search for that hidden gas has been going on for

as long as the search for the lost cities of gold and for the Loch Ness
monster. Every year somebody comes up with a new charge that the
monster exists and if we only invent some new independent agency
with some new sophisticated equipment we will go down to that
lake in Scotland and find the monster just as I am sure the Oversight
Committee some day will say they have invented some new technique
to find this hidden gas.
The charge has been around for as long as I can recall. They have

been searching with a very large sophisticated intelligent and aggres-
sive staff. They have had broad sulopena powers, endless documents
have been submitted on sight unseen.

Searches have been conducted and still this hidden natural gas has
not been found. It does not exist. The major independent producers
of natural gas have been doing their best under an absurd pricing
structure to bring the maximum amount of gas to the market as quickly
as possible. That is the one charge that cannot be refuted.
Let us be realistic. Let us say that is a challenge of rhetoric be-

tween me and Mr. Flug. The one thing to do for the Congress of
the United States is to draft a piece of legislation that says that if
any such gas as that comes out of hiding, of course, it will not get a
deregulated price. That is what the Senate did with S. 2310. They
put in a definition of new gas which would not reward anybody who
has been hiding gas. That is what we urged last year and this time to
the House of Representatives, to draft a definition of new gas so that
anybody who has been hiding any gas would not get a new gas price,
they would not be rewarded for that kind of behavior.
Mr. DEVINE. I thank the gentleman for the response. I think the

record should be made clear because these stories are repeated so
much that the general public has been led to believe them and some of
our colleagues aren't beyond the stage of demagoguery and rhetoric
that they might spread this type of thing around.
Mr. BROWN. I think it would be nice if we could ask staff to ask

Mr. Flug and his organization just whom they do represent, who
finances them, because I do know who Lee White's organization is
financed by and I think the people who finance it are not served too
well by their positions on energy. I don't know whom Mr. Flug
represents. That is why I didn't bother asking him any questions.
Mr. DEVINE. I notice in his statement he quotes the Texas Ob-

server as saying that they are a "Washington research organization that
monitors Government and industry behavior in energy matters."
I am not sure exactly what that says but that is what they claim to be.
I yield back the balance of any time I may have, Mr. Chairman.
Mr. DINGELL. Gentlemen, the Chair thanks you for your assistance

to us. We are delighted to have had you with us. We appreciate your
courtesy.
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Mr. ECKHARDT. Mr. Chairman, I should like to ask unanimous
consent that summaries of intrastate natural gas prices for the first
quarter, the second quarter, and third quarter as reported by the
Federal Power Commission, and also that a new release of the Federal
Power Commission concerning "FPC Grants Tennessee Natural's Re-
quest for Emergency Natural Gas Relief" be placed in the record.
Mr. DINGELL. Without objection, the documents referred to will

be placed in the record at the appropriate place.
[The documents referred to follows:]

FEDERAL POWER COMMISSION,
Washington, D.C., November 4, 1976.

FPC RELEASES SUMMARY OF INTRASTATE NATURAL GAS PRICES FOR SECOND
1976 QUARTER

The Federal Power Commission today released a staff report summarizing
prices which independent natural gas producers subject to FPC regulation re-
ceived for their intrastate gas sales during the second quarter of 1976.

z The monthly weighted average price for new contracts for intrastate, or non-
jurisdictional sales, averaged $1.59 per thousand cubic feet for the second 1976
quarter, compared with $1.55 for the previous quarter.
The weighted average price for new contracts for the second quarter ranged

from 70.4 cents per thousand cubic feet in Arkansas to $1.78 in Alabama.
Prices for renegotiated or amended contracts averaged $1.66 per thousand cubic

feet, compared with $1.78 for the first 1976 quarter. These weighted average
prices ranged from 52.0 cents in Colorado to $1.90 in Alabama.
The report covers independent producers with more than one billion cubic feet

of annual jurisdictional sales. This is the fourth summary issued since the Com-
mission's January 1975 order (No. 521) establishing a new form (No. 45) for collec-
tion of the data.
The Form 45 reports were filed by 109 natural gas producers, representing 287

intrastate contracts executed during the second quarter. Producers selling less
than one billion cubic feet a year are exempt from making these filings.

Individual Form 45 reports were found by the U.S. Court of Appeals for the
Fifth Circuit to contain proprietary information which the Court said must not
be made public. The report issued today therefore contains only aggregated data
in compliance with the Court's decision.
The entire report, which includes summary tables by state and pricing area,

accompanies this news release.

INTRASTATE NATURAL GAS PRICES OF FPC JURISDICTIONAL NATURAL GAS
COMPANIES SELLING MORE THAN 1 MILLION Mcf PER YEAR IN INTERSTATE
COMMERCE

SUMMARY BY STATE AND FPC GAS PRICING AREA, APRIL TO JUNE 1976

On January 9, 1975, the Commission issued Order No. 521 for the purpose of
establishing a data collection system designed to investigate rates charged by
jurisdictional natural gas companies for intrastate sales 1 of natural gas which were
not subject to Commission jurisdiction. Order No. 521 exempts from the filing
requirement all jurisdictional producers selling less than 1 million Mcf per year
in interstate commerce.2 Producers selling in excess of 1 million Mcf but less than
10 million Mcf in interstate commerce report on a quarterly basis, while the
larger producers report on a monthly basis. A compilation of the responses to this
order as filed by 109 companies on FPC Form No. 45 representing 287 intrastate
contracts executed between April 1, 1976, and June 30, 1976, is presented in this
report.3 The summary represents data from contracts having contract terms of 1

1 Producers who sell gas only to the intrastate market are not subject to FPC juris-
diction and the requirement of Order No. 521.

2 It is estimated that the producers required to report under the provisions of Order
No. 521 sell approximately 90 percent of the gas produced nationally.
8 Individual responses were found by the U.S. Court of Appeals for the Fifth Circuit to

contain proprietary information which the Court stated must be protected from public
disclosure. Continental Oil Co. V. FPO, 519 F. 2d 81 (5th Circuit 1975).
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year or longer and was analyzed by state and FPC pricing area. Those contracts
lacking volume data and percentage sales were omitted in the computation of the
average prices and price ranges.
Summary tables by month, by state and by pricing area are provided. The

summary tables show the monthly weighted average price for new contracts was
158.80/Mcf for the three months period and for renegotiated or amended contracts
a three months average of 165.62/Mcf.

Detailed data on monthly prices for each state and pricing area and an analysis
of the volumes of gas sold at varying prices is also provided.

These contract prices, the sum of base price and adjustments may be affected
by various contract terms relating to delivery points, take-or-pay obligations,
length of contract, renegotiation provisions, etc. Furthermore, some of the prices
summarized in this report reflect prices in sales between affiliated companies.

SUMMARY: APRIL TO JUNE BY MONTH

[Cents per thousand cubic feet]

April May June May-June

NEW CONTRACTS
High 
Average 
Low 
Percent contract volumes sold between:

216.08
172.94
51. 28

201.42
139. 16
14. 55

204.38
167. 16
29. 34

216.08
158.80
14. 55

2010 to 2500 16. 1 0.2 4. 7 7.4
1510 to 2000 61.7 52.8 79.6 62.5
1010 to 1500 20.0 42.9 14.9 27.5
510 to 1000 2.2 4. 1 O. 3 2. 5
0 to 500 0.5 0.1

Contract volumes (thousand cubic feet) 45,254, 440 44,045, 409 26,980, 827 116,280, 676

RENEGOTIATED OR AMENDED CONTRACTS

High 209.00 233.91 217.56 233.91
Average 122.25 183. 16 170.90 165.62
Low 18.10 16.10 48.58 16.10
Percent contract volumes sold between:

2010 to 2500 2. 9 5. 1 21.3 9. 3
1510 to 2000 29.8 90.5 56. 5 66. 7
1010 to 1500 29.5 0.8 14.7 11.5
510 to 1000 36.9 3.3 4.2 11.3
0 to 500 0.9 0.3

.
1.2

Contract volumes (thousand cubic feet) 28,707, 827 59,929, 844 36,671, 731 125,309, 402

SUMMARY APRIL TO JUNE BY STATES

[Cents per thousand cubic feet]

Texas West Virginia Wyoming

76.24
76. 24
76. 24

NEW CONTRACTS
High 
Average 
Low  
Percent contract volumes sold between:

2010 to 2500 
1510 to 2000 
1010 to 1500 

216.08
175. 63
45. 25

21.4
75.8
2.3

510 to 1000 0.2 100.0
0 to 500 0.3

Contract volumes (thousand cubic feet) 40, 555, 733 274, 000

RENEGOTIATED OR AMENDED CONTRACTS

High 233.91 75.00 107.84
Average 180.76 75.00 96.97
Low 18. 10 75.00 55. 18
Percent contract volumes sold between:

2010 to 2500 15. 0
1510 to 2000 71. 5  
1010 to 1500 11.3  79.4
10 to 1000 0.6 100.0 20.6
0 to 500 1.6  

Contract volumes (thousand cubic feet) 77, 747, 592 36, 000 135, 250
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SUMMARY APRIL TO JUNE BY AREAS

[Cents per thousand cubic feet]

Texas
gulf coast

Permian
Basin Anadarko

Hugoton-

NEW CONTRACTS
High
Average 
Low_ 
Percent contract volumes sold between:

216.08
197.68
45.25

196.06
135.14
51.28

194.57
1 60. 77
14.55

2010 to 2500 42.9
1510 to 2000 53. 6 34. 9 95. 9
1010 to 1500 2.5 34.6 3.0
510 to 1000_ 0.3 30.5 1.1
0 to 500 0.7

Contract volumes (thousand cubic feet) 20,200, 338 4,435, 016 54,943, 041

RENEGOTIATED OR AMENDED CONTRACTS

High 217.56 233.91 198.20
Average 199. 82 145. 11 156. 16
Low 111.09 45.58 18.10
Percent contract volumes sold between:

2010 to 2500 14.3 16.1  
1510 to 2000 85.5 27.9 92.3
1010 to 1500 0.2 48.7 4.1
510 to 1000 0.2 2.0
0 to 500 7.1 1.6

Contract volumes (thousand cubic feet) 59,224, 256 17,287, 609 25,396, 001

FEDERAL POWER COMMISSION
Washington, D.C., June 2, 1976.

FPC RELEASES SUMMARY OF INTRASTATE NATURAL GAS PRICES FOR FIRST
1976 QUARTER

The Federal Power Commission today released a staff report summarizing
prices which independent natural gas producers subject to FPC regulation
received for their intrastate gas sales during the first quarter of 1976.
The monthly weighted average price for new contracts for these intrastate,

or non-jurisdictional sales averaged $1.55 per thousand cubic feet for new con-
tracts for the period covered-January through March 1976. This compares
with $1.289 for the last half of 1975.
The weighted average price for new contracts for the first quarter ranged from

71.1 cents per thousand cubic feet in Colorado to $1.784 in Texas.
Prices for renegotiated or amended contracts averaged $1.78 per thousand

cubic feet, compared with $1.459 for the last half of 1975. These prices ranged
from 54.0 cents in Ohio to $1.90 in Texas.
The report covers independent producers with more than one billion cubic

feet of annual jurisdictional sales. This is the third summary issued since the
Commission's January 1975 order (No. 521) establishing a new form (No. 45)
for collection of the data.
The Form 45 reports were filed by 86 natural gas producers, representing

261 intrastate contracts executed during the first quarter. Producers selling less
than one billion cubic feet a year are exempt from making these filings.

Individual Form 45 reports were found by the U.S. Court of Appeals for the
Fifth Circuit to contain proprietary information which the Court said must not
be made public. The report issued today therefore contains only aggregated
data in compliance with that decision.
The entire report, which includes summary tables by state and pricing area,

accompanies this news release.
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INTRASTATE NATURAL GAS PRICES OF FPC JURISDICTIONAL NATURAL GAS
COMPANIES SELLING MORE THAN 1 MILLION Mcf PER YEAR IN INTERSTATE
COMMERCE

SUMMARY BY STATE AND PPC GAS PRICING AREA, JANUARY TO MARCH 1976

SUMMARY JANUARY TO MARCH BY MONTH

[Cents per thousand cubic feet]

January February March
January-

March

NEW CONTRACTS

High 
Average 
Low 
Percent contract volumes sold between:

199.50
154.64
13.61

212.80
161.68
14.55

190. 18
151.85
71. 10

212.58
154.80
13.61

2010 to 2500 1. 1  0.2
1510 to 2000 59.6 66.3 51.5 56.9
1010 to 1500 30.1 27.2 43.5 36.4
510 to 1000 9.9 5. 5 5.0 6.3
0 to 500 0.4 0.2

Contract volumes (thousand cubic feet) 13,377, 632 12,356, 437 28,074, 894 53,808, 963

RENEGOTIATED OR AMENDED CONTRACTS

High  220.84 220.94 220.84 220.94
Average 183.99 170.28 162.05 178.03
Low 25.32 26. 42 45. 25 25. 32
Percent contract volumes sold between:

2010 to 2500 44.9 3.8 10.0 32.9
1510 to 2000 41.0 75.6 51.8 47.6
1010 to 1500 2.5 7.7 29.4 7.5
510 to 1000 10.8 12. 1 12.6 11.3
0 to 500 0.8 0.8 0.1 0.7

Contract volumes (thousand cubic feet) 93,885, 551 18,067, 375 26,277, 363 138,230, 289

SUMMARY JANUARY TO MARCH BY STATE

[Cents per thousand cubic feet'

Oklahoma Texas West Virginia

NEW CONTRACTS
High 
Average 
Low  
Percent contract volumes sold between:

201e to 250¢ 

184.99
151.98
14.55

212.80
178.41
36. 17

O. 8

95.00
95.00
95.00

1510 to 2000 74.1 85.7
1010 to 1500 18.5 12.9
510 to 1000 7.4 0.3 100.0
0 to 500 0.3

Contract volumes (thousand cubic feet) 14,050, 415 17,194, 230 235, 000

RENEGOTIATED OR AMENDED CONTRACTS

High 189.80 220.94 98.C4
Average 145.59 190. 16 86.98
Low 25.32 28.16 86.51
Percent contract volumes sold between:

2010 to 2500 38. 6
1510 to 200¢ 70.9 51.2
1010 to 150¢ 9.8 7. 1
51¢ to 100¢ 17.6 2.5 100.0
0 to 50¢ 1.7 0.6

Contract volumes (thousand cubic feet) 5,424, 590 117,873, 690 6,432, 737

•c.
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SUMMARY JANUARY TO MARCH BY AREAS

[Cents per thousand cubic feet)

Texas
gulf coast

Permian
Basin

H ugoton-
Anadarko

NEW CONTRACTS
High 212.80 190.95 184.99
Average 190.38 138.10 146.09
Low 50.20 36.17 13.61
Percent contract volumes sold between:

201¢ to 250¢ 1.2
151¢ to 200¢ 98.7 48.7 43.8
101¢ to 150¢ 18.8 52.7
51¢ to 100¢ 0.2 31.9 3.5
0 to 50¢ 0.6

Contract volumes (thousand cubic feet) 11,369,332 5,131,652 18,930,647

RENEGOTIATED OR AMENDED CONTRACTS

High 220.94 204.00 189.80
Average 200.48 163.08 149.35
Low 45.25 28.16 25.32
Percent contract volumes sold between:

201¢ to 2500 53.7 63.9 72.9
1510 to 200¢ 45.9 24.1 16.7
101¢ to 150¢ 0.4 9.8 8.7
51d to 100¢ 2.1 1.7

Contract volumes (thousand cubic feet) 84,689,644 33,479,791 5,344,765
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likfi VS. rL, WASI-HSIGTON. D.C. 2042.6

IMMEDIATE RELEASE
JANUARY 24, 1977
Docket No. CP77-137
Tehnessee Natural Gas Lines, Inc.

No. 22354

FPC GRANTS TENNESSEE NATURAL'S REQUEST FOR

EMERGENCY NATURAL GAS RELIEF

The Federal Power Commission yesterday granted
a request by Tennessee Natural Gas Lines, Inc., of
Nashville, Tenn., for relief to permit it to make emer-
gency purchases of natural gas at an above ceiling price.

Tennessee Natural will make the 60-day emergency
purchase of 6 million cubic feet da;ly at a price of $2.25
per thousand cubic feet, from two producers in Louisiana.

The Commission two days earlier, on January 21,
denied Tennessee the requested authority because the price
proposed then -- $2.75 WaS too high. At that time, the
Commission said if the producers were willing to sell the
gas at $2.25 for the entire 60-day period, it would entertain
a new request for advance approval of the rate. The new
request was filed January 23 and granted the same day. All
other terms of the sale are the same as previously proposed.

The Commission in yesterday's order said Tennessee
Natural's showing now satisfies the prudent pipeline standard.
It said it considered the pipeline's need for gas, the availa-
bility of other gas supplies, the amount of gas dedicated to
the purchase, the :comparison of the price with appropriate
market prices, and the relationship between purchaser and
seller.

Tennessee Natural's only wholesale customer is
Nashville Gas Company.

-F PC-

4 DC-E

For further information
call 275-4006 (Area Code 202)
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Mr. DINGELL. The Chair does express thanks to the gentleman
from Texas for assisting the Chair.
The Chair has to go out and arrange for further proceedings in

connection with this matter here.
Our next panel is a panel of representatives on the subject of local

distribution. Mr. Robert Seymour, chairman and chief executive
officer, Consolidated Natural Gas, Pittsburgh, Pa. He is accompanied
by George Lawrence, president of AGA.
We are delighted you are both here. If you will come forward and

identify yourselves for the purpose of the record we will be glad to
receive your statement.

STATEMENT OF ROBERT E. SEYMOUR, CHAIRMAN OF THE BOARD,

AMERICAN GAS ASSOCIATION, ACCOMPANIED BY GEORGE H.

LAWRENCE, PRESIDENT

Mr. SEYMOUR. Thank you, Mr. Chairman.
My name is Robert E. Seymour. I am chairman of the board of the

American Gas Association, a national industry association represent-
ing some 300 natural gas transmission and distribution companies.
AGA members serve over 160 million consumers and provide them
with over 85 percent of the gas utility service in this country.
I am also chairman of the Consolidated Natural Gas Co. of Pitts-

burgh serving a four-State area which includes pipeline and distribu-
tion systems in certain States hardest hit by the present severe
weather, such as Ohio, Pennsylvania, New York, and West Virginia.
I apologize today for the absence of Mr. Reichardt who had planned

to be with us. Mr. Reichardt is immediate past chairman of the AGA
and chairman of the Washington Gas Light Co., which is a distribu-
tion company serving the Washington, D.C., metropolitan area. He
had to beg off to attend an emergency matter in his own company.
I am sure you will appreciate that. With me is George H. Lawrence,
president of AGA.
At the outset, Mr. Chairman, let me say that AGA does support

H.R. 2500, subject to some brief but very significant language changes
which we believe are essential to assure equitable financial treatment
for all parties to emergency transfers, and specifically to assure that
donor pipelines and distribution companies, whose consumers have
borne the cost of the supplies being diverted, are not only financially
reimbursed but to the extent possible will receive repayment in kind
for their diverted supplies.

This is certainly consistent with the administration's intent as
reflected in its summary of the draft bill which we received on January
24 and we are confident that it is consistent with the intent of all
members of this committee, in fact, of all Members of Congress.
We would urge the following changes to implement that intent.
In section 4(f)(1) we would urge the addition of the following

language after the word "transportation," second line, page 7: "which
should include emphasis on compensation in kind where possible."

Immediately following, third line, top of page 7 at the end of the
paragraph, we recommend adding: "as will assure equitable financial
treatment for all parties to the transaction."
Then, more specifically, to carry out that expression of assuring

equitable treatment for all parties we would urge that in the immedi-
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ately following section 4(f)(2) that subparagraph (A), page 7, line 6,
be rewritten as follows:
(A) for deliveries of natural gas, based upon all costs that would have been

recovered by a donor pipeline or its distribution company customers had those
volumes been sold in their own market under normal conditions, or, actual
replacement cost incurred by a donor pipeline or its distribution company cus-
tomers, whichever is greater, plus not more than five percent of such cost; and
As stated in AGA's letter of January 18 to you, Mr. Chairman, we

support the emergency purchase provisions of section 6(a) and
emphasize that they are particularly essential to any successful
emergency actions.
We would strongly urge that the emergency purchase period be

extended at least through October 31, 1977, to permit a more realistic
time frame to replenish our seriously depleted storage volumes. This
will help avoid a recurrence of this winter's emergency next winter.
Thus, in the last line of section 6(a), page 8, we would urge changing
August 1 to October 31 as a date through which all companies could
still be increasing storage to the extent possible rather than drawing
from it.

Also, in 6(a) (1) we would recommend the elimination of paren-
thetical language because this prevents a pipeline-affiliated producer
from making an emergency sale to any prospective purchaser.
To assure that there are no adverse consequences incurred by

consumers served by intrastate pipelines and distribution companies,
this intent should be further clarified by adding the following language
at the end of section 9(c), page 11: "whether in intrastate or interstate
commerce."

While I am not a lawyer, Mr. Chairman, there are two legal points
which I believe are more than just technical ones which I would call
to the committee's attention for correction.

First, in section 9(a), page 11, we would ask that the words "for
breach of contract" be deleted. The reason is that while breach of
contract language could adequately protect pipelines, distribution
company donors or distribution customers of donor's pipelines could
face tort actions alleging negligence which do not involve breach of
contract.
Second, we recommend that section 11(a) under "Enforcement"

be deleted and that subparagraphs (b) and (c) be renumbered (a) and
(b). The reason is that it is clearly possible considering the com-
plexities and time pressures involved that there may be unintentional
violations of orders or supplemental orders and that they should not
be subject to severe penalties. The willful violation language as
provided for in the present subparagraph (b) appears to be sufficient.
For the same reasons, we would suggest that in section 4(e) (2) any

person subpenaed should be afforded the opportunity for a hearing
before being held in contempt for noncompliance with a court order.
This could be accomplished by inserting the words ", after hearing,"
in the sixth line of section 4(e) (2), page 6, after the words "court may."

There are certain other technical problems we would also ask to
have clarified.
In section 4(e) (1), the subpena and related powers created by this

act are unduly broad. We are confident the act's purpose will be
equally well served if these powers are limited to matters germane to
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enforcement of the purposes of this act. Accordingly, we recommend
the following technical amendments to this subjection:

Section 4(e) (1) (A), insert the phrase "germane to matters relating
to enforcement of the purposes of this act" at the end of the sentence.

Section 4(e) (1)(B), insert the phrase "germane to matters relating
to enforcement of the purposes of this act," following the words
"other information" at the end of the third clause of this sentence.

Finally, in section 2(2), the phrase "under the terms of the Natural
Gas Act." should be inserted at the end of the sentence.
I am advised that, as drafted, certain pipelines transporting inter-

state gas wholly within a single State, presently exempt from Federal
Power Commission regulation by virtue of the Hinshaw amendment,
would be subject to regulation as to interstate pipeline under this act.
These companies would be covered in any event under section 2(3)
as an "intrastate pipeline" or section 2(5) as a "local distribution
company." We urge the amendment to avoid unnecessary confusion.
In conclusion, Mr. Chairman, and members of the committee, I

would restate long-held AGA positions on two very important points
and I will do so briefly.
As emphasized in AGA president, George Lawrence's letter of

January 18 to you, Mr. Chairman, and all members of the committee,
urging immediate passage of emergency purchase legislation, the
same reasons which prompt AGA's support for emergency legislation
are even more persuasive for the immediate deregulation of new gas
because this is what will add new gas supplies.
This is a step which is vital for continuing supplies to consumers

and the economy and one for which we can no longer wait. The
emergency provisions add no new gas whatsoever; they are simply a
vehicle to permit the Government and natural gas companies to have
the optimum short-term flexibility in moving existing supplies to
points of greatest need.

Also, as you well know, in the past we have strongly opposed
mandatory allocations as being counterproductive and could be
punitive to companies, regulatory commissions, and consumers who
have in the past taken the steps and borne the burdens of improving
their own gas supply situation. We still believe this to be true.
However, in the current crisis we recognize that everyone must now

do everything possible this winter to protect public health and safety
and, to the maximum extent possible, avert human suffering. There-
fore, as I stated earlier, we will support this bill and will urge our
member companies to do all that they possibly can to implement it.
But mandatory allocation and temporary emergency purchase

authority must not become a way of life in this already overregulated
industry which delivers our Nation's cleanest, most efficient, and most
critical fuel. We must take permanent action to reverse the 4-year
trend of declining domestic gas production and recognize that its
unrealistically low regulated price will neither promote increased
supplies nor be an incentive to efficient gas use.
We accept the administration's commitment for a comprehensive

energy plan within 90 days which must address—indeed, we submit,
must support—deregulation of new gas. We urge the committee and
the full Congress to act on the natural gas portion of it in the most
expeditious manner possible. I think we can all agree that solving the
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natural gas shortage has now become a major—if not the major—
national priority.
We submit that this can only be accomplished by an expedited,

aggressive program which simultaneously: (a) Stimulates domestic
exploration for conventional natural gas supplies; (b) encourages
development of all economically feasible supplemental gas supplies;
and (c) pursues maximum conservation programs and most efficient
use alternatives.

All of the foregoing are not only essential to the Nation's economic
well-being and beneficial to consumers, but they also offer the most
preferable environmental alternatives toward solving our Nation's
overall energy problems.
I thank you.
Mr. DINGELL. Thank you, Mr. Seymour.
Mr. Lawrence.
Mr. LAWRENCE. I have nothing to add, Mr. Chairman.
Mr. DINGELL. Mr. Brown.

0. Mr. BROWN. No questions.
Mr. DINGELL. Gentlemen, we appreciate your courtesy. The Chair

does apologize to you because we have kept you here a long time.
Mr. SEYMOUR. Perfectly all right, Mr. Chairman. This is a very

important matter.
Mr. DINGELL. You have certainly demonstrated remarkable knowl-

edge in this field.
Mr. SEYMOUR. Thank you.
Mr. DINGELL. Our next panel is an industrial consumer panel.
Gentlemen, we welcome you. We thank you for your patience,

and we apologize for the lateness of the hour. If you would each
identify himself for purpose of the record we would be most pleased
to receive your statements.

STATEMENT OF BRUCE A. MELAAS, DIRECTOR OF ENERGY
AFFAIRS, CELANESE CHEMICAL CO., ACCOMPANIED BY BILL
BRIER, DIRECTOR OF ENERGY RESOURCES, NATIONAL COUNCIL
OF FARMER COOPERATIVES, AND GERALD CURTIS, DIRECTOR
OF ENGINEERING SERVICES, ARMCO STEEL, REPRESENTING IRON
& STEEL INSTITUTE

Mr. MELAAS. I will identify myself and my associates, Mr.
Chairman.
Members of the committee, we thank you for the opportunity to

present our views, as real industrial consumers, on the President's
emergency natural gas legislation.
I am Bruce A. Melaas, director of energy affairs, Celanese Chemical

Co. I am accompanied on my left today by Mr. Gerald Curtis, director
of engineering services, Armco Steel, and on my right by Mr. Bill
Brier, director of energy resources, National Council of Farmer
Cooperatives.
Because this is a crisis situation, we do not wish to be heard in

opposition to these bills the President, his advisors, and Members
of Congress believe might advance the public interest. We share the
President's concern, but we also recognize, as the President recog-
nizes, that "this bill will not end the shortages." Therefore it is
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imperative that action also be taken now to start to solve the long-
term supply problem so that we are not faced with cold homes, closed
schools, and layoffs winter after winter.
We are representatives of the largest class of natural gas consumers

in this Nation. Industrial and agricultural uses of natural gas are
recognized by the Federal Power Commission as being approximately
40 percent. This natural gas is used as fuel and, beyond mere fuel use,
is used in essential processes for which there is no feasible alternate
and is used as a raw material in the manufacturing process itself,
another use recognized by the Federal Power Commission as non-
substitutable. Natural gas to us represents jobs for our employees
and our customers' employees, it represents consumer products
to our customers and, sometimes to their customers.

It represents demands for goods and services from our own suppliers,
and it means the difference in economic viability. As one example,
for the petrochemical industry, only one of the industries represented
here today, a sustained reduction of only 15 percent in the production
of basic petrochemicals, either because fuels or feedstocks are not
available, would mean a loss of 1.8 million jobs in the United States
and a loss of $65 billion to $70 billion in production value. That is
just one example.

If you look at other of the major labor intensive industries in this
country, one must ask, how can steel be made without natural gas to
finish the metal? What good is it to have textile plants trying to
provide basic consumer necessities, if they can't have natural gas
to finish the cloth? How can the farmer be expected to have adequate
supplies of fertilizer, how can the food processors do their work,
how can the automobile companies finish their automobiles? How
can the glassmakers make their product? A list, of course, can go on
and on, but the conclusion remains the same: If we are to maintain
the level of jobs and, indeed, increase the jobs in American industry,
natural gas must be available.
And we believe that the best way to assure an adequate natural

gas supply, not only to the industrial consumers of natural gas,
but indeed to all high priority users of natural gas is to terminate
Federal price controls on at least new gas now so that we can avoid
closing our plants and with winter layoffs in coming winters.
The current natural gas crisis has been anticipated. It should come

as a surprise to no one that sooner or later a combination of dwindling
gas supplies and cold weather would threaten the health, safety, and
welfare of American consumers. While we believe the answer to the
natural gas shortage is immediate action to deregulate the price
of new natural gas in order to increase gas supplies as soon as possible,
we now have before us an emergency bill which proposes short-term
solutions, solutions which, as the President acknowledged, would not
increase gas supply, but only allocate the present gas supply in one
manner or another. Hence, the focus is not allocating gas supply,
but rather on allocating the gas shortage.
The prospect of the crisis caused by a shortage of gas supply is

a matter that has been concerning our industries for a long time.
In light of the colder than normal weather throughout the majority
of the United States, we have seen no information indicating there is
any appreciable amount of natural gas that is presently available
in excess of current requirements that could be purchased as emer-



157

4

•

gency gas. If there is such a gas available, a further easing of the
Federal Power Commission emergency purchase regulations could
get the gas into the interstate market. We had tried, last summer,
when a number of us filed petitions at the Federal Power Com-
mission, to get the Commission to use more of its established emer-
gency powers sooner, and we wish they would act on our petitions
now to bring more gas to interstate consumers.
We further note that S. 256 and H.R. 2088, which also solve long-

term problems by deregulating new gas, already contain emergency
purchase provisions which, on balance, appear more readily workable
and practical than the procedures envisioned in H.R. 2500. We do
recognize that the case of Consumer Federation of America and Certain
Members of Congress v. FPC does impede access to emergency gas
supplies, but these last two cited bills rectify that situation.
As to the mandatory interconnection and allocation of current

interstate gas, we are first struck by the question: Why is this provision
of the legislation needed at all? Why isn't the Defense Production
Act, as amended by the Energy Policy and Conservation Act,
sufficient to confer on the President all the authority necessary to
respond to an emergency requiring allocation? There may be a good
reason why this cannot be used, and we would be pleased to hear it.

Further, we perceive that the mandatory allocation provisions,
unless carefully handled under strict standards, could cause harm.
For example, distribution customers of a given pipeline now know
that they must husband the gas that they have in storage and that
they are receiving from their pipeline supplier, releasing it only for
its highest priority use.
With the passage of a mandatory interconnection and allocation

program, those distributors may feel free to deplete storage and
increase the sales of the scarce natural gas, not only for fear that the
gas they have been husbanding will be diverted to someone else's
use, but also in the hope that if they deplete their own gas supply
someone else's gas supply will be confiscated for their benefit. There
is no incentive for conservation of that gas currently in storage if the
allocation program is perceived as a substitute.
We also note with alarm that there is absolute discretion to take

any gas from any interstate pipeline. We also note a provision re-
quiring equalizing of the diversion of gas among pipelines. We must
ask, why not divert boiler fuel gas first, especially where the boiler
is equipped with installed dual-firing capability, rather than taking
priority two and three gas for process, feedstock and plant protection,
where there is no feasible alternate except, in some cases, propane,
which is already under emergency allocation at the Federal Energy
Administration. A proposed amendment to this end is attached as
attachment A.
[Attachment A follows:]
Add to section 4(a) (2) a new subsection (D)
Such order shall be limited to volumes of natural gas which would otherwise be

expected to be burned as boiler fuel on the transferring interstate pipeline or
pipelines. If no boiler fuel gas is available on any interstate pipeline, the
President may order the diversion of gas in Federal Power Commission priority
three. After the gas in priority three has been diverted, the President may order
the diversion of gas in priority two. During the emergency requiring emergency
deliveries and transport of natural gas pursuant to sections 4(a) (1) (A), (B) and
(C), the President shall prohibit the burning of natural gas as boiler fuel on any
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interstate pipeline receiving natural gas pursuant to this title, save and except for
such boiler fuel, if any, qualifying as plant protection and such boiler fuel necessary
to generate electricity for human needs and essential public services, where there
is no alternate fuel capability.

Mr. MELAAS. We note technical and procedural problems with
this legislation which may, and perhaps should, be overlooked because
of the crisis. We think the red tape in administering this program will,
in the end, far exceed the administrative problems of obtaining emer-
gency gas supplies through the Federal Power Commission now. But
one thing comes through loud and clear. Whatever other procedural
problems, the pipelines who take gas away from industrial consumers are
absolutely insulated from liability without regard even to the destruc-
tion of property which may result in plant protection if gas is pre-
cipitously withdrawn.

Surely the high priority category could extend into category two.
At a minimum, the definition of "high priority use" should specifically
include the use of gas for plant protection. See the proposed amend-
ment attached as attachment B.
[Attachment B follows:]
Add to section 2(1) (C):
After ". . . physical property" insert "such as plant protection."

Mr. MELAAS. Please do not misunderstand. If our interstate pipe-
lines' gas is in fact needed to protect human lives and essential public
services, we must shut down and lay off people.
We seek no compensation if our interstate pipelines' gas supply is

truly needed to satisfy human needs. But we ask the President to
see to it that our natural gas is not taken from us and routed directly
or indirectly into the same or lower priority uses on another pipeline.
Because when our plants go down for lack of gas, it is not simply our
stockholders who suffer. The people who work in our plants, and their
families, the people who sell us goods and services, the people who
consume our products all suffer too.
These or other emergency measures which may be enacted for this

winter will do nothing to resolve the basic problem we face the next
winter, and the next and the next. Consideration of the short-term
palliative will detract from the earliest possible consideration and
enactment of legislation to deregulate new natural gas such as defined
in S. 256 and H.R. 2088. Why not incorporate into this bill, H.R. 2500,
now, comprehensive legislation which addresses the long-term problem
as well.
Thank you, Mr. Chairman.
We are available for questions if there are any.
Mr. DINGELL. Mr. Melaas, you have given us a very helpful and

very useful statement, for which we thank you.
Mr. Brier, do you have any comments?
Mr. BRIER. No, Mr. Chairman, except to add that we are cer-

tainly concerned about the emergency shortage, and we want to
cooperate with the committee and the administration in any way we
can.
But I would like to again emphasize that this legislation will not

solve the gas problem that we have today; it will merely allocate
available supplies among pipelines, it will do nothing to ease unemploy-
ment, it will have no long-term effect on our natural gas supplies.

.s
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We therefore urge the committee to move as rapidly as possible to
fully consider President Carter's energy message as soon as it comes
to the Congress.
Mr. DINGELL.. Mr. Curtis.
Mr. CURTIS. One point I would like to make, one facet of our

natural gas problem is the difficulty of obtaining alternate fuel.
In the Middletown, Ohio, area where Armco is located, we had

planned to bring fuel oil in by barge on the Ohio River, and I think
most of you know that the Ohio River Valley is in deep trouble be-
cause we cannot bring in alternate fuel in order to make up for that
gas which has been curtailed. Even though we have the capability
of substituting alternate fuel, we are having trouble getting it de-
livered to the plant. And our transportation people tell me that the
prospects for getting transportation on the river in the near future
really are not good.
Mr. DINGELL. Can you give us some appreciation of what your

transportation situation is on the Ohio? Apparently it is frozen very
hard. There is one place where the Mississippi is frozen clear to the
bottom.
Mr. CURTIS. As I understand, the river from Paducah to Pittsburgh

was pretty much covered with ice. I know at Cincinnati some people
tried to walk across it. A few barges have been through, but an
insignificant amount of traffic compared to the normal traffic on the
river. We have been trying to get some oil from down below Paducah
for a month, and it is still down there, we haven't been able to move
it up.
What I wanted to say is that we have a capability to substitute oil

for natural gas, and we have since November. We have an 80 percent
curtailment at Middletown Works, and we have been able to sub-
stitute oil and maintain jobs. But when we can't get the oil we are in
trouble.
Mr. DINGELL. Would you substitute oil for natural gas in all of

your undertakings? Is there any operation you can't use natural gas in?
Mr. CURTIS. No; we can't substitute for every operation. For

operations on the primary end of the plant, we can use oil in place of
natural gas, like slab heating and high-temperature furnaces.
Mr. DINGELL. How about puddling?
Mr. CURTIS. Well, Armco does not do any puddling, but the

big problem we have is on the coating operations and painting.
Mr. DINGELL. And your soak pits, can you run soak pits?
Mr. CURTIS. On soaking pits we have been using oil.
Mr. DINGELL. You can use oil in soaking pits. Are there any

processes you have where you cannot use oil?
Mr. CURTIS. Yes; painting. If you try to coat steel with paint,

you get into discoloration problems.
Mr. DINGELL. You are talking now about finishing processes.
Mr. CURTIS. Finishing processes are the primary places where we

cannot substitute.
Mr. DINGELL. Short of your finishing operations, you can use oil.
Mr. CURTIS. Most every place except the finishing operations, that

is correct.
Mr. DINGELL. MT. Sharp.

85-719-77---12
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Mr. SHARP. I would just like to ask Mr. Curtis, according to your
gas company, do you think you will ever go above your 80-percent
curtailment again in the next year?
Mr. CURTIS. This thing has been changing daily, and I cannot

really project how far curtailments are going to go. It depends on
weather.
Mr. SHARP. The situation seems to become increasingly apparent,

unless we actually discover more gas, and immediate deregulation
would not lead to that immediate discovery, but I understand the
argument is that it might over time. It begins to appear to me as
though we are going to have to stop operating on the assumption
that we will take whatever system we can this year and move on to a
system in which we are literally going to have to finally and once
and for all, unless the supply situation changes, just tell certain kinds
of class of users; "You are not going to be able to use natural gas."
Mr. CURTIS. That is correct.
Mr. SHARP. Do you have any response to that? I imagine eco-

nomically you would rather not be in that situation, but for all
elements of society, I guess.
Mr. MELAAS. I would like to interject a comment there in response

to your comment relative to the fact if new gas were deregulated
it would not come on for a certain length of time. I do not know what
time frame you are talking about. But certainly drilling like any
ongoing business, whether it be for gas, oil or any mineral, has a life
cycle.
And, therefore, drilling operations are going on now. There are wells

being brought in day-by-day. There are reservoirs being sought after.
So I do not think that it is an accurate statement to say that if gas
is deregulated that it would take an inordinate amount of time to come
into the interstate market. There might be gas wells that would come
in tomorrow, and if a gas deregulation bill did provide for long-term
supplies, that gas could well go into the interstate market tomorrow.
Mr. SHARP. Well, that may well be. But I am wondering if it is in

sufficient quantity to assure us that next winter we would not be in
the same shape once more, and what I guess I am asking is after we
get through this immediate situation, whether or not we should not
just assume the worst for the next two or three winters, and to to an
immediate curtailment wherever possible of end users.
I am not proposing that for this legislation, I am suggesting it take

a lot more analysis than where we are now. But I am just suggesting
that I do not know that the case has been made, but that 1.3 trillion
cubic feet is going to suddenly come on if we deregulate within the
next 2 years to get us back to the kind of demand, I mean, to meet
the kinds of demands that people want met.
Mr. MELAAS. Of course, it depends upon the weather to a great

degree, as we have seen this year compared to the last 2 or 3 years.
Mr. BRIER. Mr. Sharp, I would like to comment on that, too. I

think one thing that deregulation does, whether we want to face it
or not, is perhaps enable us to make some hard conservation decisions
that may not be politically viable.
MT. SHARP. Sure.
Mr. BRIER. What I mean by that, is it would discourage wasteful

uses of natural gas. In other words, the use of natural gas under dual-
fired boilers is preposterous. However it is tough politically for Con-.
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gress to legislatively restrict uses of natural gas to only certain high
priority users.

Deregulation itself, I think, would help restrict wasteful uses of
natural gas and reserve it for those uses that we are talking about.
In other words, in agriculture, the curtailments we are now suffering,
and the ones that concern us for example are the ones that take down
our ammonia plants which is the only source of nitrogen fertilizer.

This is a feedstock use. The same thing for pesticides and herbicides
production, again category 2 feedstock use of gas. Food processing,
is a process use of gas. By definition there is no alternative fuel for
these uses of natural gas. Deregulation, I think, would have the
effect of putting into effect, whether we like it or not, a conservation
program that will also help to take care of the demand side as well
as the supply side.
Mr. SHARP. I think there is no question if you drive the price up

you will cause some conservation. The question that I have to ask
is who gets hurt in the process, and how easily it is for people to move
from one source of fuel to the other, so as you can pass that cost
on to the consumer, and I realize that is who is going to bear the
brunt of this anyway.

All I am just asking, maybe we have to just absolutely forbid certain
uses so we have enough for process gas and not take the chance of
somebody saying, "Gee, it is still cheaper to generate electricity
from gas than it is from oil," or "just because we are set up to use
gas we should continue for 2 more years or 1 more year, or for however
long it is."
You see what I mean.
Mr. MELAAS. I think, Mr. Sharp, that is what boiler fuel uses,

certainly the 
Mr. SHARP. The chief culprit, I mean, that is what everybody

gets.
Mr. MELAAS. The biggest culprit in that, and the amendment that

we have proposed as attachment A would knock boiler fuel uses where
alternate fuel capability exists off the line first, and that is the gas
that should be taken first.
Mr. SHARP. Thank you, Mr. Chairman.
Mr. DINGELL. The time of the gentleman is expired.
The gentleman from Ohio, Mr. Brown.
Mr. BROWN. 1 want to express my regret that this panel, Mr. Chair-

man, is on so late in the day. I would hope that when we debate this
issue next year, and some other time later, that this panel get on
earlier because, as I understand it the panel represents more than
the majority of the consumption of natural gas in the United States,
is that correct?

• Mr. BRIER. We think so.
Mr. MELAAS. We think so, yes, the real consumers.
Mr. BROWN. The real homeowner consumers who use natural

gas to heat their houses. The point made about what happens with
processing, versus boiler fuel uses, being determined by the price of
the fuel is extremely significant. The reason that there is so much
boiler heating done in the South with natural gas and the reason
that you try to generate electricity with natural gas in the South
is because it was cheap in the South, years ago. Now it is more expen-
sive in the South, and eventually they will change over and go to
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some other more efficient kind of fuel. But so far you cannot change
fertilizer out of 
Mr. MELAAS. Sunlight.
Mr. DINGELL. Sunlight, yes, that is correct.
Mr. BROWN. You are better off than I am. Maybe you have not

been here quite as long.
Mr. MELAAS. I got up an hour early myself today.
Mr. BROWN. I would like to go to an area where we may not be in

quite as much agreement. I think we have something of a Catch-22,
or a Hobson's Choice, in the question that some of us face with
reference to the shut-backs or the closings in our localities. The
economic impact of all of the schools and all of the industries in a,
limited geographic area being closed down, not to mention the com-
mercial establishments, could be immense for that locality.
Now, my feeling is because we are in my area in that difficulty,

that it would be desirable to have industry and public institution
users in areas where they have no limitation at this point on their
gas consumption, to be obliged to share with us. And I intend to put
in an amendment that has the impact of sharing through industry
some of the pain.
Mr. DINGELL. Would the gentleman yield for an observation?
Mr. BROWN. Yes.
Mr. DINGELL. I gather that the gentleman is saying for us that it

is more blessed to give than to receive, but I cannot agree.
Mr. BROWN. No, I think it is more blessed to give than to receive

in this instance because, I thought up until the time the Government
started to take gas from Columbia Gas, when they showed the
initiative to go out and purchase it from Canada, that there would be
no way we would be anything but a reserve in this business. But now
I understand in their infinite wisdom the Government may oblige us
who have gas only for our homes but not our factories to send any
additional gas somewhere else. I must say I have some difficulty with
the rather blanket authority in this bill that leads to that kind of
wisdom.
But in any event, my question is, what are the problems with such

an amendment, and how would you suggest that this amendment be
addressed, because I do see one side of it, as the chairman points out.
When our ballbearing plants close down, when our steel plants close

down, when our tire plants close down, when our glass-making plants
close down in Ohio, because they do not have any gas, I do not think
they are going to sell many cars out of Detroit without ballbearings,
windshields and tires on them, and it would not be very long then, it
seems to me, until Detroit, even though they may have 100 percent
of  the gas they need, is obliged to cut down.
What do you see as the problem in this business of trying to balance

the difficulty, industry and public school difficulty, around the country?
Mr. BRIER. Personally, I am not convinced at this point in time

that moving the gas around the country would enable us to serve the
amount of industry we are talking about. In other words, curtail-
ments are already in category 2 and 3 on many of our interstate
pipelines, and when you get curtailments that high, I am not sure
where you are going to get the gas from.
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But the point is, the gas has got to be available. Now, certainly, I
think, the proposed amendment to the legislation as described in our
testimony which suggests a taking of gas on a priority basis, taking
boiler fuel gas first is the most equitable method of allocation.
I would assume that the President in allocating natural gas could

also hypothetically use the same type of priority perhaps in reverse,
providing the essential category 2 uses which you speak of, to try to
get industry back on line.
Mr. BROWN. Do you think you could write a broader amendment,

though, that would just say if our industries are completely closed
down, and somebody else's industry is operating 7 days a week, that
they would settle for 4 and we would settle for 4?
Mr. MELAAS. We certainly could. Our amendment that we have

proposed in attachment A would certainly propose to take the gas
away from boiler fuel users in other parts of the country on the inter-
state system and share it with you.
Mr. BROWN. But with all due respect, I think, it has been testified

to that we do not know, nobody knows, how that fuel is being used
when it gets out there to the home, nobody knows whether they are
heating the home or the wife is using it for the ceramic kiln that she
is operating, and the same thing is true of industry.
You do not know whether the plant is using it to keep the locker

rooms warm and the showers at 80 degrees, or whether it is being used
in process, isn't that right?
Mr. BRIER. Our experiences indicate that this information should

be available. We file that information with the pipelines because in
their allocation procedure before the Federal Power Commission
they are required to come up with how much gas they consume in each
category, and we submit that information upon request of the pipeline
since in most cases most of our interstate operations are on pipelines
with curtailment plans filed with the FPC. Thus that information
should be readily available.

Unfortunately due to the FPC reporting system some of that in-
formation may not be overly accurate.
Mr. BROWN. The Chair has been very patient with me, but I want

hit one other point, I hope, if I may, and I hope I do not give him an
argument on this to beat me because Michigan seems to be a State
that is in pretty good shape from the standpoint of its gas. But I have
a responsibility both as ranking member to try to bring out as many
points as I can on all sides of an issue, but also the ranking member
has a district of his own, and I am concerned about my district.
Some industries have located propane to fill in at their own plants.

And some plants, they do not have to fill in because they have got
100 percent of the gas needed.
Now, if we curtail the gas deliveries down to 80 percent of the gas

needed, they would have to use propane. But if they do not have the
propane there, what kind of a problem would that present, do you
have any idea?
Mr. BRIER. Well, one of the things which concerns me about pro-

pane and, of course, in agriculture we use it on the farm a lot, in many
rural areas it is the only fuel source we have. We are deeply concerned
about an FEA announcement earlier this week which will sharply
increase the use of propane for peak shaving by utilities.
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This may very well dry up propane supplies that some industries
were planning on using for the purposes you point out.
Mr. BROWN. Process.
Mr. BRIER. Yes, as substitute in small quantities for curtailed

natural gas which would allow the facility to remain open. Now,
quite frankly, we have not had an opportunity to review the FEA
amendments in detail but there is only a certain amount of propane
available, and when FEA allows it to be used for peak shaving pur-
poses far in excess of what has been allowed in the past, this could
cause some very difficult problems in that market which could work
in the opposite direction you are suggesting and the very type of thing
we try to do at plants where it is feasible to do so.
Mr. MELAAS. In answer to your original question, Congressman

Brown, we would be pleased to work with you and the committee on
the wording of such amendment that I think you were proposing in
the start of your statement.
Mr. SHARP. Would the gentleman yield?
Mr. BROWN. Yes, I yield, with just one final comment. My Senator,

Senator Glenn, and Congressman Broyhill and I, all of whom share
the same kind of problem, each have a different approach to this
problem, and I am not sure, quite candidly, which one is right. I would
like to be able to submit to you the three different ideas and have
you give me some judgment.
Mr. MELAAS. We would be pleased to do so.
Mr. BROWN. Now I will yield the balance of my time.
Mr. DINGELL. The gentleman from Ohio has exhausted 12 minutes

of his 5 minutes and may yield such time as he wishes.
Mr. SHARP. I see we are operating under the normal rules there,

Mr. Chairman. Thank you.
To follow up on what Mr. Brown has said, Mr. Chairman, it is

sometimes kind of difficult to tell where all of us stand in this. If I
understand his concern, it is a similar one I have where our plants
are curtailed, they are closed now and they need process gas in order
to open up again, but it is essentially the need for process gas.
What Mr. Brown and I are concerned about, is there any way at

all to move any gas toward our plants to open them back up again?
I believe that is one of his chief concerns.
Mr. BROWN. Ball jars, for instance, because you screwed us up with

can lids, and you are not going to be able to make the glass.
Mr. SHARP. No, let me tell you, the canning lid plant is closed.

The one—one of the chief lid plants in the country is closed, and we
are going to have problems next summer with lids for canning jars.
The jars are made, the lids are stopped again.
Mr. MELAAS. We had that 2 years ago, didn't we?
Mr. SHARP. That is right, we are back where we started. We thought

we were solving the problem. But back to the question—I got con-
flicting ideas here as to what you people are willing to do or not to do
or see done. It is my impression you do not want the President to
have the authority to allocate at that level, am I wrong?
Mr. Brier, you expressed, unless I misunderstood you, the suggestion

that the President under this bill will have that authority. It is my
understanding he will not, that the only thought he will have for
allocation will be to meet priority 1 which is expanded a little bit
perhaps, because it is going to be on health, safety, and property,
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and plant protection is included. So I realize your desire to clarify
that.
Mr. BRIER. I agree. I was responding, I thought, to a question on

the part of Mr. Brown, if it is feasible to go the other way, and how
would you do it. I was merely offering it out as a suggestion. I agree
with you completely, the authority is limited essentially to category 1.
Mr. SHARP. The movement, as you can understand, is going to be

on the part of some Members of Congress to try to broaden the alloca-
tion authority, in the hope that they can get gas to open plants. Now,
everyone who testified today has said that it is an impractical and
impossible thing to do. Believe me, I would love to do it, if I thought
we could practically do it. And, I guess, I would like a little elaboration
from you as to why I assume you are going to testify here that it is
not possible. We have had several blanket statements.
Mr. MELAAS. Why did the prior testifiers say that that was not

possible? Did they say because of the supply?
Mr. SHARP. Well, that has not been as clear, except it does seem to

imp me that the testimony has been that there is not adequate supply,
even in Michigan and Wisconsin and some of those seem to be better
off, to have much of a dent on the areas that are without, their curtail-
ment on 2.
But secondarily and almost more specifically—nothing could be

more significant than absence of supply, but I mean is the administra-
tive difficulty of making any kind of reasonable decision in any
reasonable time?
Mr. BRIER. I think the allocation, when you get into this issue, I

think we all agree on allocation by use like FPC 467 scheme which is
essentially the amendment we are proposing here, taking off the least
important uses first, and going up to the more vital uses. This we all
can agree on.
But I could make, I would hope, a forceful argument—at least that

is what I get paid for—that food processing and fertilizer manufactur-
ing are easily the most single important industries in this country,
and I am sure that my colleagues 
Mr. SHARP. It is Very Close almost to :jars.
Mr. BRIER. Steel could make a similar argument, and the glass

industry could make the same argument, and so forth. What we can
agree on are the importance of process, feedstock, and plant protec-
tion uses. But where the thing starts to fall apart is when we attempt
to allocate based on end products. In other words, which industries are
the most important?
Mr. SHARP. In other words, in the allocation system if there were

not enough to generally supply curtailment 2 priority categories and
you had to sort out among them, you are suggesting maybe a whole
series of decisions as to maybe why this one over that one.
Mr. BRIER. I have not had an opportunity to review it in detail,

but as I understand Senator Glenn's amendment on the Senate side,
it is allocation based on end use, it picks out glass and ballbearings and,
I think, food processing for priority treatment.
I would assume based on whatever is in your district you would have

perhaps slightly different attitudes and, I think, that would be applic-
able to us at this table as well.
Mr. SHARP. You are very wise, but feedstocks, we need fertilizer

in summer as well, or this spring.
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Well, thank you, Mr. Chairman.
Mr. DINGELL. Gentlemen, the committee thanks you. You have

been very patient.
We express our apologies to you for the inconvenience of the lateness

of the hour, but you aye been very gracious and patient and most
helpful. We will certainly keep your comments clearly before us as
we proceed to mark up the bill.
The Chair has several announcements to make that, I think, are

of interest at this time. The first is that the matter will be discussed
in the subcommittee at 9:10 on Monday morning next.
And at 10 o'clock the matter will be carried to the full committee

for markup at that time and in that place.
It is the intention of the Chair to have the matter marked up at

the earliest possible moment and to conclude deliberations on it
before the Sun on Monday, or such earlier or later time as good fortune
or necessity permits.
The Chair advises that the chairman of the full committee and I

will be in consultation with the Speaker with regard to the fashion
in which the matter will be brought to the floor. Under active con-
sideration it is a possibility that this proposal will be on the floor under
suspension on Tuesday, and there is also the possibility we will
consider recommending to the Speaker some procedure for expediting
procedure under the rules of the House, using the rules procedure as
set out in the rules of the House.

If there is no further business to come before the committee, the
committee will stand adjourned until the call of the Chair.
[The following letters were received for the record:]

CONGRESS OF THE UNITED STATES,
COMMITTEE ON THE JUDICIARY,

HOUSE OF REPRESENTATIVES,
Washington, D.C., January 27, 1977.

Hon. JOHN D. DINGELL,
Room 2221 RHOB,
Washington, D.C.
DEAR JOHN: This is in response to your request for the comments of the Sub-

committee on Monopolies and Commercial Law on the antitrust provisions of
H.R. 2500, the Emergency Natural Gas Act of 1977. Because you are working
under tremendous time pressure and as the Subcommittee on Monopolies and
Commercial Law has not yet met, I requested the subcommittee staff to review
the legislation. These comments are my own.

It is of course my concern that any antitrust exemption in the legislation be as
narrow as possible, yet at the same time that it not frustrate its emergency-
oriented nature. The changes which I suggest in the attached draft are in large
part provisions contained in the Energy Policy and Conservation Act, Public Law
94-163. I have also been guided by the comments of the Department of Justice
in its recent Report of the Task Group on Antitrust Immunities (January 16,
1977), in which the Department comments on the provisions in the Defense
Production Act of 1973 and the Emergency Petroleum Allocation Act of 1973
(15 U.S.C. § 755 (Supp. III 1973)). The provisions in the 1973 legislation were
repealed by § 453 of the 1975 act, and the Department felt that with regard to
these limited immunities, and in view of the monitoring activities of the Depart-
ment of Justice, that the exemption (here referring specifically to that contained
in the Defense Production Act of 1950) "Appears to give the President the ability
to provide for genuine national defense needs, while assuring the maintenance
of competitive principles in the affected markets." (Task Force Report at 19).
May I suggest the following italicized changes and additions. A short explana-

tion follows the suggestion.
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ANTITRUST PROTECTIONS
§ 5(a) There shall be available as a defense to any action brought under the

antitrust laws (1) that the activity which is the subject of such action was pursuant
to a request of the President under § 4(d) or was necessary and appropriate to
carry out an order under § 4(a), and (2) in the case of any meeting, that such
meeting was pursuant to such a request or necessary and appropriate to carry out
such an order and was in compliance with the requirements of subsection (b).

Explanation: The addition of the phrase "and appropriate" will make it neces-
sary for a potential defendant to show that his action was a reasonable response,
and make it impossible to rely upon a simple assertion of necessity. What is or is
not "necessary" is often very subjective, and the addition of the "appropriate"
standard will allow the trier of fact to analyze the actions in terms of the action
requested by the President.
(b) A meeting held pursuant to a request by the President under § 4(d) or

pursuant to an order under § 4(a) complies with the requirements of this subsection
if—there is present at such meeting [a full-time Federal employee designated for
such purposes by the Attorney General;] a member of the Antitrust Division of the
Department of Justice, appointed by the Attorney General, and a member of the Bureau
of Competition of the Federal Trade Commission, designated for such purposes by the
Director of the Bureau of Competition.

Explanation: As presently drafted, the phrase "a full-time federal employee
designated . . . by the Attorney General" leaves open the possibility that the
Attorney General might designate (to use an extreme example) an industry
member of an advisory board of some kind. This would provide little antitrust
protection.

§5(c) The Attorney General and the Federal Trade Commission shall, when practic-
able, participate from the beginning in the development and carrying out of agreements
and plans of action authorized under §4(d) or §4(a). Each may propose any alter-
native which would avoid or overcome, to the greatest extent practicable, possible anti-
competitive effects while achieving substantially the purposes of this Act.

Explanation: This is substantially the language of the first two sentences of
§252(d) (1) of the Energy Policy and Conservation Act (EPCA). I have added
that the participation shall be "where practicable," bearing in mind the emergency
nature of the legislation. As well, although the Attorney General and the Federal
Trade Commission may, under this suggestion, propose alternatives, they do not
have any veto power. I think this is largely overborne by the requirement in
present §5(b) (2) that the record of meetings be made available for public inspec-
tion.
I should like to suggest that you add to §5(b) (3) the following: The President

shall make no order under §4(a) (1) unless such order (A) describes the substantive
actions to be taken under the order and (B) is as specific in its description as is practic-
able.

Explanation: This is, in substance, §252(d) (3) of EPCA. It supplements, for
Presidential orders, the publicity requirements of §4(d) meetings.
May I also suggest the following addition:
§5(d) The Attorney General and the Federal Trade Commission shall monitor the

development and carrying out of orders and actions pursuant to meetings under
§4(d) in order to promote competition and to prevent anti-competitive practices and
effects, while achieving substantially the purposes of this Act.

Explanation: This language is drawn substantially from §252(e) (1) of EPCA.
Its purpose is to make sure that a plan does not develop an anti-competitive
aspect over the passage of time.

While it is not directly related to antitrust problems, may I also suggest that
the language in §4(a) (1) (C) be amended by some language indicating that the
facilities to be constructed therein are not anything other than those that are
temporary and related strictly to the required presidential action. If this is not
made clear, the danger exists that a facility might be constructed which was
either of such a size or so positioned that, in times other than that of shortage,
it might have distinctly anti-competitive aspects. For example, if a facility were
added which greatly expanded capacity, this might be useful in times of an
emergency, but under normal conditions, might represent a significant deterrent
to the expansion of a competitor's facilities, as was the case in the landmark
Alcoa decision.
I hope these suggestions will be of use to you, and should you feel I can be of

further service, please do not hesitate to call upon me. I wish you every success
in processing the legislation.

Sincerely,
PETER W. RODIN°, Jr.,

Chairman.
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WILLIAM F. DEMAREST, Jr.,
Subcommittee on Energy and Power, House Interstate and Foreign Commerce Com-

mittee, 3204 House Annex No. 2, Washington, D.C.

DEAR BILL: I am enclosing a copy of the October 19, 1976 letter from then-
candidate Jimmy Carter to Governor Dolph Briscoe of Texas. The Governor has
asked me to see that it is included after his testimony in the hearing on the Natural
Gas Emergency which took place on 28 January of this year. I seem to recollect
that unanimous consent was asked that this be placed in the record at that point,
but would appreciate your help in gaining its inclusion if my memory is not correct
on this point.

Please let me or Bob Slaughter of my staff know if you have any difficulties with
this; thank you in advance for your help.

Yours sincerely,

CONGRESS OF THE UNITED STATES,
HOITSE OF REPRESENTATIVES,

Washington, D.C., February 28, 1977.

Hon. DOLPH BRISCOE, GOVERNOR OF TEXAS,
Capitol Building,
Austin, Tex.
DE AR GOVERNOR BRISCOE: The formulation of a workable national energy

policy implemented by a responsive, understandable governmental structure will
be of highest priority in a Carter administration. If we are to reach our goals of
full employment and a healthy, growing economy, we must reduce our dangerous
dependence on foreign oil and we must develop our own domestic energy supplies.
These resources must be produced and used in an environmentally acceptable
manner at a cost that the consumer can afford to pay.
A sound energy policy must aggressively promote conservation of our scarce oil

and gas resources. This is the only way in which we can hope to make ends meet
in our energy budget. But, coupled with energy conservation, our policy must
encourage additional production of our domestic reserves.

Eight years of Republican administration have failed to produce an energy
policy. Demand for new energy supplies has increased by over 4 percent per year
since 1969—even though demand was reduced considerably during the recession
triggered by the Arab oil embargo. At the same time, domestic production and
resources have decreased substantially, and dependence on foreign supplies has
increased from 35 percent prior to the embargo to over 40 percent today.
To increase our domestic production, I have proposed three important steps.
First, I will work with the Congress, as the Ford administration has been unable

to do, to deregulate new natural gas. The decontrol of producers prices for new
natural gas would provide an incentive for new exploration and would help our
nation's oil and gas operators attract needed capital. Deregulation of new gas
would encourage sales in the interstate market and help lessen the prospect of

shortages in the nonproducing states which rely on interstate supplies. While
sncouraging new production, this proposal will protect the consumer against
eudden, sharp increases in the average price of natural gas.

Second, I believe we should act to encourage enhanced recovery from wells
already in production. As you well know, an average of 60 percent of our oil

remains in the ground after standard recovery methods have been exhausted.
It is estimated that up to 60 billion barrels of crude could be added to our supply
if enhanced recovery techniques are used. Since the environmental costs have

already been largely paid on these resources, both consumers and producers alike
benefit from development of this resource.

Third, I favor a substantial shift from the use of oil and gas—our highest

quality energy sources—to coal, which we have in abundance. We must imme-

diately begin a program to encourage conversion from the use of petroleum and

natural gas to coal in those applications for which coal is an acceptable substitute.
Our present demand for coal is limited by two important factors. First, we have

geared our technological growth to oil and gas for well over 100 years. Second, we

have failed to establish a stable regulatory climate in which coal producers are

sure of the rules of the game before they make investments in expanded production
or new mines. Switching to the use of coal will require strong presidential leader-

ship and proper federal incentives to encourage the conversion process. A Carter

administration will provide this leadership.

ROBERT KR U EGER,
Member of Congress.

OCTOBER 19, 1976.
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I hope these policy recommendations will help to put my views on the supply
aspects of the energy problem into focus. Without a strong commitment to
increasing our domestic production, while maintaining basic environmental
principles, we cannot hope to reverse the unhealthy trends which the lack of
leadership of the current administration has produced.

Sincerely,
JIMMY CARTER.

Re Emergency Gas Supply.
WILLIAM DEMAREST,
Counsel, Subcommittee on Energy and Power,
Room 8204, House Office Building, Annex No. 2, Washington, D.C.
DEAR MR. DEMAREST : I shall endeavor to make this letter correspondingly as

short as is the time frame within which we work. In the event that natural gas is
deregulated on an emergency basis, the pricing mechanism should be addressed
in the legislation in order to avoid the possiblity/probability that the cost would
ultimately be rolled into purchased gas adjustment clauses of consumers who dofe, not use or require the additional gas.
Language along the following lines would accomplish this.
"Gas taken by Pipeline Suppliers shall be incrementally priced to Distribution

Companies that request emergency supplies and shall in turn be incrementally
priced by Distribution Companies to customers of Priority Two (2) and lower."
The aim is to create a statutory prohibition against the probability that Priority

One (1) customers who do not need the emergency gas will bear part of its costs
through purchased gas adjustment clauses that have part of the cost rolled in.
I will be pleased to testify at committee hearings, meet with you or your

designee, and offer my assistance as you may require.
Forty copies of this letter are enclosed for your use.

Sincerely,

4

OFFICE OF PEOPLE'S COUNSEL,
PUBLIC SERVICE COMMISSION,
Baltimore, Md., January 27, 1977.

JOHN K. KE A NE, Jr.,
People's Counsel.

AMERICAN FARM BUREAU FEDERATION,
Washington, D.C., January 28, 1977.

Hon. JOHN DINGELL,
Chairman, Subcommittee on Energy and Power,
U.S. House of Representatives,
Washington, D.C.
DEAR MR. DINGELL : The American Farm Bureau Federation—representing

over 2.6 million Farm Bureau member families in forty-nine states and Puerto
Rico—wishes to reiterate our support for comprehensive reform of the Federal
Power Commission's authority over natural gas prices.
At the January, 1977, annual meeting of the AFBF, held in Honolulu, Hawaii,

official voting delegates of the member State Farm Bureaus reaffirmed the follow-
ing policy:

"Prices of energy supplies should be allowed to move freely in response to
supply and demand, except in the case of national emergencies or where public
utilities are controlled by regulatory agencies. This will encourage both the
development of adequate energy supplies and their distribution on an equitable
basis. We are for deregulation of natural gas prices."

Several suggestions have been made to mitigate the current shortages of natural
gas in interstate markets which reflect colder than normal weather conditions in
most of the nation. One proposal which has received much attention is President
Carter's "Emergency Natural Gas Act of 1977." We hope that prior to enacting
any temporary legislation you will weigh carefully the benefits of a longer term
total deregulation of new natural gas. We fear that a short-run temporary solution
would endanger efforts to generate support for the comprehensive reform sup-
ported by agricultural users of natural gas. It also should be noted that short-term
legislation generally excludes a priority for agricultural users.

Natural gas provides nearly 40 percent of the energy utilized by the food and
fiber sector of our economy. Adequate supplies must be provided if production
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goals are to be met. Legislation with limited short-term provisions will not meet
the full range of needs brought on by the natural gas shortage and, therefore,
falls short of solving the problem. Short-term legislation will do nothing to alleviate
the long-term natural gas shortage.
In contrast, a bill (S. 256) introduced by Senator James Pearson and Senator

Lloyd Bentsen, and similar legislation (H.R. 2088) introduced by Congressmen
Bob Krueger and Bud Brown, meets both the long-term goal of improving do-
mestic supplies of natural gas and the short-term goal of attempting to minimize
immediate shortages. Delay on comprehensive reform has already been dangerous
and costly. The Krueger-Brown bill offers hope for progress on new gas supplies.
This legislation should be enacted as soon as possible.

Sincerely,

Hon. JOHN DINGELL,
U.S. House of Representatives,
Washington, D.C.
DEAR CONGRESSMAN DINGELL: The AFL—CIO is obviously and deeply con-

cerned about the economic hardship and human suffering caused by the national
gas shortage. The picture is an alarming one. Hundreds of thousands of our
members are out of work, their children are being deprived of schooling and their
homes are cold.
Thus we are prepared to support temporary and limited legislation to alleviate

the current emergency, even though we know full well it will have no effect on
unemployment.

While we have reservations about the emergency measure proposed by Presi-
dent Carter, we support his proposal, with two modifications.
We urge the Congress to limit the emergency authorization to purchase intra-

state gas at unregulated prices only until April 30, 1977, rather than July 3, 1977
as provided in the President's proposal. The longer period would do nothing to
meet the current emergency but is designed only to allow the pipelines to replenish
reserves. While this is a legitmate concern, it is not an emergency that requires
abandoning measures that protect the consumer.
We believe the bill should specifically provide the President with authority in.

this emergency period to allocate the sale of gas now sold intrastate to the inter-
state pipelines at the national price set by the Federal Power Commission for
interstate gas.

If it is fair and equitable to allocate gas from one interstate pipeline to another,
as the proposed bill provides it is equally equitable to allocate the gas from the
intrastate market to the interstate pipelines. This would actually create additional
gas for the interstate market.
Our support of legislation to alleviate the current emergency should not be

misinterpreted. We have long opposed deregulation of natural gas prices. Deregula-
tion of this natural monopoly would have a devastating overall inflationary im-
pact on their entire economy and would create catastrophic financial hardship for
the consumer. Our position on deregulation is unalterable.

Sincerely yours,

JOHN C. DATT,
Director, Washington Office

AMERICAN FEDERATION OF LABOR
AND CONGRESS OF INDUSTRIAL ORGANIZATIONS,

Washington, D.C., January 28, 1977.

GEORGE MEANY, President.

OIL, CHEMICAL AND ATOMIC WORKERS INTERNATIONAL UNION,
Denver, Colo, January 27, 1977.

DEAR MEMBERS OF CONGRESS: The "Emergency Natural Gas" bill submitted
to Congress by President Carter deserves your support in principle. The bill
should not be rushed through Congress so fast that essential amendments to the
bill are not considered.
The intent of the bill is very good. It would reenforce powers of the Federal

Power Commission to allocate the total available natural gas to ensure that inter-
state pipelines are on an equal priority basis with intrastate pipelines carrying
higher priced unregulated gas. The allocation powers of the FPC must be fully
enforced to assure fair sharing of available gas.

41k
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The weakness of the bill lies in Section 6. This section provides that the prices of
emergency gas sold to the interstate pipelines would be deregulated for the next
180 days. This means that the interstate pipelines would be forced to pay whatever
the traffic will bear. The regulated price of gas to interstate pipelines has been
already raised from 42¢ to $1.42 per 100 cubic feet. Unregulated intrastate gas
prices are running between $2.00 and $3.00 per 1000 cubic feet. This could mean
doubling of the gas bills of the final consumer.

Deregulation will not produce a single cubic foot of additional gas. Under the
other provisions of the bill, the President will have full authority to allocate gas
to all intrastate pipelines on the basis of "cost plus fair profit" to the gas producers.
Temporary deregulation under the Carter bill as it now stands would open the

door to permanent deregulation at the cost of billions of dollars to the consumers.
This bill must be amended to remove this weak provision that amounts to

surrender to the producers. I earnestly ask for your help in this necessary amend-
ment of the bill.

Sincerely yours,
A. F. GROSPIRON, President.

[Whereupon, at 6:18 p.m. the hearing was adjourned.]

o
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