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COMMITTLCE ON
IVERNMENT OPERATION
SULCOMMITTEE ON REPORT!:
ACCOUNTING., AND MANAGEMENT
(FUNSUANT TO B. NES. $11, MTH CONGRESS)

WASHINGTON, D.C. 20310

16 July 1975

The Honorable Frank G. Zarb
Administrator
Federal Energy Administration

Washington, D.C. 20461

Dear Administrator Zarb:

This Subcommittee has legislative responsibilities con-
cerning the President's proposed Utilitiés Act of 1975
(Title VII of S. 594). The Subcommittee also conducts
Congressional oversight of the Federal Advisory Committee
Act. Pursuant to these legislative responsibilities I
have scheduled a hearing on 29 July regarding the President's
Labor Management Committee and its recommendations regarding
electric utilities, which were released by the President on

13 June.

You participated in the deliberations of this Committee.
Your agency 1s also responsible for administrative actions
being taken pursuant to the recommendations of the Committee.
Therefore I request that you testify at the hearings, which
will begin at 10 a.m. in 1318 Dirksen Senate Office Building.
I have asked Secretary Dunlop to testify as the lead witness
and would welcome your testimony immediately following his.

The Subcommittee is interested in certain procedural
operations of the Labor Management Committee, which are not
your responsibility. However I shall appreciate having your
testimony as to FEA implementation of administrative actions,
adjustments of timetables and revisions of environmental re-
strictions as recommended by the Committee.
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I'wenty copies of yu: hould be delivered te

Miss Jeanne McNaughton, | - the Subcommittece,
in Room 161 Russell Senat & liuilding, no later than
10 a.m. Monday, 28 July. 1dditional 80 copies should

be brought to the hearlne TOOM.
I 1look forward to receiving your testimony.

/er Yy yours,
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STATEMENT OF FRANK G. ZARB
ADMINISTRATOR
FEDERAL ENERGY ADMINISTRATION

before the
Subcommittee on Reports, Accounting and Management
‘ of the

Senate Committee on Government Operations
July 31, 1975

Introduction

Mr. Chairman and distinguished members of the
subcommittee, I appreciate the opportunity to appear
before you today on behalf of recent actions taken by
the Federal Energy Administration pursuant to the
recommendations of the President's Labor-Management
Committee.

Several months ago we appeared before you on
behalf of the Utilities Act of 1975, Title VII of
the Energy Independence Act. At thét time, we urged
support of this measure in order to combat the unprece-
dented financing crisis facing the electric utility
industry. The financial aspect of the crisis has
abated somewhat during the last few months but the
utility industry continues to contend with financing
problems and major uncertainties in regulatory,
environmental, consumer and energy conservation issues.
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One problem which is costly to consumers and
adversely effects the Nation's energy and economic
objectives, is the long lead time required to
construct electric power plants.

In response to this situation, the President's
Labor-Management Committee recommended and the
President endorsed a series of legislative and
administrative measures aimed at increasing electric
utility construction and output. To quote the
Committee's réport:

"Since electric utilities require

a number of years to get new plants

on stream, the current slippage of

schedules and cancellation of new

facilities may be expected to result

in future energy shortages and serious

restrictions to economic expansion.

It is imperative that there be

substantial restoration of construction

of electric utilities at once. Special

measures are needed to shorten

significantly the very long lead time

which now exists between the design

of a project and its completion."”
Public announcement of the Committee's recommendations

- was made on June 13.

The major administrative action proposed by the -
Committee was the establishment of a "small task fOrqe of
experts to discover the impediments to the completion of
electric utility plants and to take steps to relieve the

particular situation whenever possible." It was anngqﬁg%i



that the task force would be formed on August 1.

I envision the task force as a positive, action-
oriented group designed to alleviate problems impeding
or delaying construction on a plant specific basis.

The task force will focus on removing impediments, where
feasible, to the construction of thbse power plants which
have received approval for construction by state public
utility commissions. The public's need for the energy
exists, as evidenced by the state commissions' approvals.
But, for a vafiety of reasons, the construction of the
approved plants may have been delayed’'or postponed.
Inevitably, when this takes place, it is the electricity
consumer who suffers through higher utility rates.
Inflation during periods of deléy drives up the costs

of construction. As costs increase, so does the amount
of interest paid on the costs of construction. Thus,

a much larger amount ultimately goes into the rate base

when the completed plant is placed in service.

SURVEY EFFORTS

In anticipation of the formation of the task force,
FEA, for the past month, conducted a preliminary fact-
finding survey of power plant construction problems on
a plant specific basis. The purpose of the survey was to
provide an information base for the task force to ﬁéeiyf

as it may deem appropriate. The task force may evaluate



these problcme, 7erify them more extensively and make
speccific reccommcindations.

I want to emphasize that the survey effort was a
simple fact-finding endeavor, not a problem-solving one.
The project was initiated on June 18 with data collection
completed by July 17. Within this very short time
frame, a tremendous amount of data was accumulated,
cross-checked, analyzed and condensed. A draft of the
final report.will be available by August 1.

The effort was manned by approximately 70 FEA staff
members with assistance from the Office of Management and
Budget, Federal Power Commission, and Nuclear Regulatory
Commission. There were two major aspects of the project:
(1) the field team interviews and meetings, and (2) the
validation of interview data by Washington office.
personnel.

Prior to the actual interviews, preliminary data
was gathered on each utility surveyed and a trial - "run-
through" of the interview process itself was held with
Baltimore Gas and Electric Company on June 30, 1975.
Immediately thereafter, the members of the field teams

were briefed extensively on the substance, techniques,

and intent of the survey.



At this same time, we contacted, by phone, tclegram
or letter, a number of industry representatives and
public interest groups informing them of the survey and
requesting their assistance. On July 3, we notified
the National Governor's Conference and, on July 17, the
National Association of Regulatory Utility Commissioners.
On July 3, we sent a telegram to all State Public Utility
Commissions explaining the purpose of the survey and
requesting the assistance of state regulatory agencies
in fact-finding and verification of data (see Attachment
A). We notified the chairman of the FEA Electric Utility
and State Regulatory Advisory Committees by phone. On
July 8 a press release (see Attachment B) was issued.

On June 30, we sent telegrams (see Attachment C)
to 72 major'utilities with 230 generating units (see
Attachment D). From July 7 to July 16, these utilities
were interviewed in one of two ways:

- 44 utilities were visited by 10
field survey teams and interviewed
at their offices, and

- 28 utilities were interviewed at
meetings conducted at FEA Regional

Offices.
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The <urvey teams were assigned to areas roughly
corresponding to the ten FEA regions. Each team
attempted to visit a coal plant or a nuclear plant
under construction, in addition to their general
utility meetings. A sample copy of an interview
data sheet is attached (see Attachment E).

In addition, the Consumer Affairs/Special Impact
Representative in each of our 10 Regional Offices was
requested to arrange to have our field teams meet with
representative consumer and environmental groups in
each Region. Although the survey tea@s met with 27
consumer and environmental organizations throughout
the country. In two instances, special visits were
made after the formal surveys had been completed to
accommodate those groups reguesting such a meeting.

(A list of such groups is attached as Attachment F).

Several of these organizations expressed
skepticism about the purpose of the survey and the
proposed task force. Many initially did not want to
participate in our meetings or found the limited time
frame inconvenient. We encouraged their participatioh
and attempted to work out a schedule agreeable to all
parties. Our survey teams emphasized that the FEA
role in this effort was that of a listener. We
urged them to be honest and open about their prob}gmsﬁw

and suggestions.



In our offices in Washington, we met with
representatives of the construction industry, equipment
manufacturers and representatives of various financial
institutions (see Attachment F).

To support the efforts of our teams in the field,
a central office staff was organized and manned with
experts assigned to particular generic problem areas.
Interview data was transmitted daily by facsimile from
all over the country. The data was then compiled,
cross-checked and verified with others familiar with
the presumed source of the problem. For example, if
a utility cited a certain environmental regulation as
an impediment to a construction project, the FEA staff
member would discuss the problem with a contact at EPA
and get the "other side of the story," so to speak.

After verification of the data as indicated, the
survey staff prepared an analysis and discussion of
each generic problem, its background and recommendations.
This report is being printéd now and will soon be

available to the public.

SURVEY RESULTS
Basically, the survey produced no great surprises

or revelations. It is apparent that there are no quick




or cus solutions to plant delay problems. The survey
did, hcwcver, provide a front-line forum for people to
present their ideas and comments. Both utilities and
public interest groups emphasized to us the need for
meaningful communication and a continuing forum for
dialogue. The very existence of the task force could
prove to be a positive step in this direction.

The survey data revealed that current delays in
construction are primarily due to:
1) financing problems,

2) demand uncertainties and

3) regulatory processes based on legislative

requirements.

None of these problem areas is amenable to rapid
solution by the task force. Other areas, such as labor
and equipment shortage problems, were cited infrequently
as the causes of delay. If, however, the economic
situation changes, these problems will likely multiply.

The time available for the survey and its basic
intent limited extensive documentation. We concentrated,
instead, on determining the validity of the generic;
problems and delineating the specific problems of eéch
plant surveyed.

CONCLUSION

We believe that this survey effort has been a

positive thrust forward in its -own right, as well as



as a solid starting point for the Task Force. We did
not set out to solve any problems or to pre-empt local
actions. We did attempt to compile as much factual
information as we could on delay problems confronting
specific plants.

The Task Force should begin its work with a strong
informational base. Utility input is essential to any
proposals for resolution of delay problems, but the
Task Force, to be effective, needs input from all groups
with knowledge concerning specific problems impeding
construction of plants in the advanced planning or
construction process.

Construction delays are caused by a variety of
factors in varying degrees and combinations. No one
factor operates in a vacuum. Instead, each is formed
and molded by the particular environment in which it
exists. The proposed solution, therefore, must recognize
the unique circumstances of each plant. For this reason,
every effort must be made to precisely identify the specific
problem faced by each plant. Since different people
have;different perspectives, every effort was made to

discuss problems with as many knowledgeable people as

possible.
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In the {i:~}i analysis, it is the consumer who
stands tc boencefltl from the actions of the Task Force.
Construction delays and postponements are costing
consumers millions annually in the form of higher
rates when the plant is finally placed in service.

We are all aware of the effect inflation has had on
labor and construction costs in recent years. Consider
this in light of the time needed to license, design

and construct a nuclear plant. Ten years of rapidly
increasing costs! These costs must be paid somehow,
and this readily translates into higher rates and

irate consumers. The risk and economié costs to
society of having a plant on line one year early are
far less than those resulting from a one year delay.

We do not claim that the Task Force will be able
to restore the days of cheap electric power. But we
do believe that, by expediting construction projects,
the inordinate costs of delay will be minimized. And
the consumer will ultimately benefit through lower
electricity rates.

Since many of the delayed plants surveyed are
coal or nuclear, eliminating construction impediments
will have a positive effect on national energy policy
as well. Putting these plants on line quickly will help

to reduce reliance on our scarce, expensive and insecure -



supplies of oil and gas. We will therehby advance our
National energy goals as well as strengthen our economy
through efforts to assure adequate future supplies of
power.

The FEA will continue to provide any support requested
by the Task Force. We believe that the constructive,
positive action evidenced by the survey will continue
with the functioning of the Task Force. All parties
involved thus far in this effort have much to gain and
much to contribute. The use of electric power is
becoming more and more important. Now is the time to
channel its development in a positive ﬁénner to the

benefit of all groups, and ultimately to the benefit

of the Nation's energy future.






TALKING POINTS

INTRODUCTION

° _Title VII, Utilities Act -~ response to financial
crisis

° Crisis over, but uncertainty persists

° Major problem -- construction lead time

o Response fo this -~ Labor-Management recommendations
—— June 13 -~ legislative and administrative

° Administrative -- formation of Task Force
° will be aimed at removing impediments
® therefore, lower costs and lower rates

SURVEY EFFORT

° Preliminary, fact-finding survey of construction

problems on a plant specific basis

° to provide an information base for the
task force

o initiated on June 18, survey completed
July 16, with final report expected

tomorrow (Auguét 1)



2 - major aspects: (1) field interviews
(2) wvalidation of field data
Notified National Governors' Conference, NARUC,
State PUC's, Advisory Committee Chairmen
Press Release -—~ July 8
Telegrams to 72 utilities with 230 generating units
° 44 utilities interviewed on site
° 28 utilities interviewed at meetings at
FEA Regional Offices
Regional Consumer Affairs/Special Impact Representatives
arranged meetings with consumer and environmental groups
° 27 groups in all
° several expressed skepticism
Meetings in Washington with representatives of the
construction industry, equipment manufacturers and
financial institutions
Cross—-checking and validation of interview data --

followed by analysis of generic problems



SURVEY RESULTS

[ No surprises or revelations
° Emphasized need for meaningful communication
[ Current delays in construction due to
° financing
° demand uncertainties
' regulatory processes
[ Other problems may come to the forefront
® Concentrated on determining validity of generic

problems and delineating plant specific problems

CONCLUSION

° Survey has been positive thrust forward invits own
right, as well as starting point for Task Force

o Did not set out to solve problems or pre-empt
local actions

) Task Force needs input from all groups with
knowledge of specific delay problems
° necessary to center on concrete, specific

problems



Consumer will benefit

° for example ~-- a nuclear plant takes 10 years
for approval and construction -- this means
steadily increasing costs and rates

Positive effect on National energy policy

° putting coal and nuclear plants on line
quickly will reduce our reliance on oil
and gas

FEA will enthusiastically support the efforts of

the Task Force

This effort will channel the future development of

electric power to the benefit of all groups
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Rogers C. B. Morton
L. William Seiéman
William E. Simon
Frank 2Zarb .~

‘The attached constitutes a final
draft of the statement to bea releasec
by the Presidasnt tomorxow rmorning. IE
there ara any zurther comments Or
changas, I would appreclace your giving
those inputs directly to 3ill Seidman
and a8 CoORYy tOo me.
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an* ronmental Considerations
2
Siretch out, as necessary, presant environmental resiriclions oo

- o~ ~ - s I -~ - - P 5% =
easrgy production and use to reduce energy consumpeion and facilitata

excansion of domestic energy output. This is basically a matter of time-
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tables, not of ovjectives. The advance of technology and development

of clean ensrgy sources can permit realization of environmental oo-

jactives. - g
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FEA “INFORMATION SURVEY"

Mr. METCALPF. Mr., President, on
June 13, the President of the United
States released the text of his Labor-
Management Committee’s recommenda-
tions to increase electric utility construe-
tion and output. >

Under the heading of “Administrative
Action” was the recommendation that:

The Federal Government should establish
a small task force of experts, with assistance
drawn from labor and management with ex-
perience in the field of utility construction,
to serve as troubleshooters, to discover the
impediments tc the completion of eleclric
utility plants and to take steps to relieve the
particular situation wherever possible.

T am told that this task force is to be
established around the first of next
month.

Meanwhile, the Federal Energy Ad-
ministration, in preparation for estab-
lishment of the task forece, has a bunch
of people running around the country
doing an “information survey” on the
problems.

A pair of their people flew into Mon-
tana last night and will leave there to-
night. They came from Idaho, where
they met with officials of the Idaho
Power Co. and are spending the day with
oflicials of the Montana Power Co., whose
president announced that they were
coming. According to information from
FEA, their people are meeting with 45
utilities this week.

Neither State officials nor local groups,
who are interested in the problem of strip
mining and coal gasification, were noti-
fied that the FEA was doing an “infor-
mation survey.” FEA did not notify
either Senator MANSFIELD O me.

Asked about this today, an FEA public
affairs spokesman said they “have 2
press release coming out now.” The FEA
“survey” crew will have come and gone
by the time those most directly con-
cerned are notified of the visit.

Mr. President, as I have further in-
formation on the Federzl Energy Ad-
ministration working in the dark, I will
share it with my colleagues.

S
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FEA: IN THE DARK—II

Mr. METCALF. Mr. President, yes-
terday I called to the attcnnon of n*y
colleagues that the Pedernl Energy Af
ministration was domg an “mformahon
survey" of the problem of electric utility
construction and output.

This Information survey apparently
involves only FEA representatives and
the utility companies. There is either no
or belated notlce Lo officials of State gov-
ernments, which may have laws covering
utility construction, or to local groups in-
terested as they are in Montana in the
problems of strip mining and coal gasi-
fication.

I said yesterday that as I had addi-
tional information on the FEA saving
energy by working in the dark. I would
share it with my colleagues.

Today I have for the Recorp an an-
nouncement of the FEA information
survey by the President of the Montana
Power Co. It appeared in the Helena,
Mont., Independent Record of Sunday,
July 6. The article quotes the company
presidenl as saying that the survey
team would find in Montana a “pile of
redtape as high as Montana's big sky”
and that he hoped the President's task
force could find a way to cui it. The *“pile
of redtapz” to which the company ofii-
cial refers is provided for by State law.

Two days after the FEA “information
survey"” was announced by the utility
concerned, the FEA got around to issuing
a press release on the subject.

I ask unanimous consent that the
newspaper article and the FEA press re-
lcase be prinfed in the RECORD.

There being no objection, the material
was ordered to be printed in the Recorp,
as follows:
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