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MR. CHAIRMAN J MEMBERS OF THE COMMITTEE J IT IS A PLEASURE 

FOR ME TO BE WITH YOU TODAY TO DISCUSS LEGISLATION WHICH 

IS NECESSARY TO MINIMIZE THE ADVERSE E~FECTS OF NATURAL 
/ 

GAS SHORTAGES THIS WINTER. THE COMMITTEE HAS BEFORE IT 

SEVERAL DIFFERENT EMERGENCY LEGISLATIVE PROPOSALS DESIGNED 

TO ALLEVIATE THE SHORTAGES J AND I WILL DISCUSS WITH YOU 

'BOTH H.R. 9464 J INTRODUCED BY MR. DINGELL AND MR. STAGGERS J 

AND THE ADMINISTRATION'S LEGISLATION WHICH WAS' SUBMITTED ON 

SEPTEMBER 10. 

LET ME STATE AT THE OUTSET THAT THE MEASURES BEFORE US 

TODAY ARE TEMPORARY IN NATURE AND ARE INTENDED TO DEAL 

ONLY WITH POSSIBLE EMERGENCIES THIS WINTER AND NEXT YEAR. 

WHILE DEVELOPMENT OF FRONTIER AREAS J SUCH AS THE ATLANTIC 

. OUTER CONTINENTAL SHELF AND ALASKA J AND A MAJOR SYNTHETIC 

FUELS PROGRAM CAN INCREASE LONG-TERM GAS SUPPLIES J THE 

ONLY EFFECTIVE LONG-TERM SOLUTION TO THE WORSENING NATURAL 

GAS SITUATION IS THE DEREGULATION OF WELLHEAD PRICES OF NEW 

NATURAL GAS. DEREGULATION WILL PROVIDE THE NECESSARY 

INCENTIVE FOR INDUSTRY TO EXPLORE FOR AND PRODUCE MORE GAS~ 

__:c.-_~.-.~ ____ -WITHOUT D'EREGULATION; -IT WILL BE NECESSARY TO PASS SHlILAR 
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WHICH WILL ONLY GET WORSE. EMERGENCY LEGISLATION CAN ENSURE 

MORE EQUITABLE DISTRIBUTION OF EXISTING SUPPLIES J BUT NOTHING 

SHORT OF DEREGULATION WILL ACTUALLY INCREASE THE AMOUNT OF . 
/ 

NATURAL GAS J EVENTUALLY AVAILABLE TO CONSUMERS. As YOU KNOW J 

IF WE UAD ENACTED DEREGULATION WHEN IT WAS FIRST PROPOSED J IT 

MIGHT NOT HAVE BEEN NECESSARY TO MEET HERE TO DISCUSS THIS 

. SUBJECT TODAY. 

ENACTMENT OF THE ADMINISTRATION'S SHORT-TERM EMERGENCY 


LEGISLATION J HOWEVER J COMBINED WITH COMPLEMENTARY ADMIN­


ISTRATIVE ACTIONS J WILL HELP SIGNIFICANTLY IN COPING WITH 


THE IMMEDIATE PROBLEM. THESE ACTIONS~ TOGETHER WITH STATE 


AND LOCAL INITIATIVES SUCH AS CONSERVATION J WOULD GIVE US 


THE TOOLS NECESSARY TO HELP ALLEVIATE THE IMPACE OF EXPECTED 


NATURAL GAS CURTAILMENTS THIS WINTER. 


THE ADMINISTRATION'S RECOMMENDATIONS ARE BASED ON AN ANALYSIS 


OF THE PROBLEM PREPARED BY THE ENERGY RESOURCES COUNCIL'S 


NATURAL GAS TASK FORCE J WHICH WAS COMPLETED IN AUGUST. 


I WOULD LIKE TO SUMMARIZE BRIEFLY THE RESUl.TS OF THAT STUDY. 


NATURAL GAS CONSUMPTION HAS GROWN DRAMATICALLY SiNCE WORLD 


WAR IIJ •
AND NOW SUPPLIES ABOUT 30% OF TOTAL U,S, ENERGY 


REQUIREMENTS, INCLUDING 40% OF OUR NON-TRANSPORTATION ENERGY 


NEEDS. OF THE APPROXIMATELY 22 TRILLION CUBIC F~~kF)

~/"..::.,' ' (> 

CONSUMED' YEARLY J ALMOST HALF I S USED I N I NDUST~i1..L PROCESSES. 
:"i 
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THERE ARE OVER 100 INTERSTATE PIPELINE COMPANIES DELIVERING 

GAS FROM PRODUCER STATES. THESE COMPANIES CANNOT COMPETE 

FOR NEW SUPPLIES OF NATURAL GAS BECAUSE THE FIELD PRICE 

OF GAS FOR SALE TO INTERSTATE PIPELINES IS REGULATED 

I BY THE FEDERAL POWER COMMISSION AT LEVELS DRAMATICALLY BELOW 
'THE CURRENT PRICES FOR UNREGULATED GAS SOLD TO INTRASTATE 


PIPELINES. As A CONSEQUENCE~ MORE EXPLORATION HAS BEEN 


OCCURRING IN THE INTRASTATE AREA. IN THE LAST FIVE YEARS~ 


OVER 90% OF THE NEW RESERVES HAVE BEEN IN THE INTRASTATE 


AREA; ~HEREAS IN THE PRECEDING FIVE YEARS ONLY ONE-THIRD OF 


RESERVE ADDITIONS WERE IN THE INTRASTATE MARKET. 


PRODUCTION OF INTRASTATE NATURAL GAS HAS BEEN INCREASING 

SUBSTANTIALLY IN RECENT YEARS} AND NOW ACCOUNTS FOR APPROXI­

MATELY 35% OF TOTAL NATIONAL DEMAND~ OR ABOUT 7 TCF PER YEAR. 

NINETY PERCENT OF ALL INTRASTATE DELIVERIES ARE IN TEXAS} 

LOUISIANA AND OKLAHOMA. CONSUMPTION-BY-SECTOR DATA FOR THESE 

STATES FOR 1972 INDICATES THAT APPROXIMATLY 10% OF THIS 

INTRASTATE GAS WAS CONSUMED BY THE RESIDENTIAL AND COMMERCIAL 

SfCTOR J 34% FOR ELECTRICAL GENERATION}.AND 54% BY INDUSTRIA~L-
• -- - ~-.-- .. ­-USERS. 

AT THE SAME TIME} NATURAL GAS REQUIREt1ENTS HAVE EXCEEd"ED - \, 

DELIVERIES BY AN INCREASING MARGIN~ RESULTING IN GROW\NG J 
'----..-/

CURTAILMENTS OF SERVICE OVER THE LAST FEW YEARS. IN 1970} 
CURTAILMENTS WERE 0.1 TCF} OR LESS THAN ONE PERCENT OF 

CONSUMPTION. By 1974} CURTAILMENTI INCREASED TO 2.0 TCF}
• 
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OR 10% OF CONSUMPTION. FOR 1975, THEY'ARE FORECAST TO 

INCREASE TO 2.9 TCF OR' ABOUT 15% OF CONSUMPTION, WHICH REPRE­

SENTS A 45% INCREASE'OVER 1974 CURTAiLMENTS. 
! 

'I 

WITH NORMAL TEMPERATURES, WINTER CURTAILMENTS ARE EXPECTED 

TO BE 1.3 TCF, UP FROM 1.0 TCF LAST WINTER. AVERY COLD 

, 	 WINTER COULD RAISE THE DEMAND FOR NATURAL GAS BY ABOUT 

150 BCF. SHORTAGES CAN BE EXPECTED TO GROW IN EACH 

SUCCEEDING WINTER FOR SEVERAL YEARS. 

ECONOMIC IMPACTS OF THE NATURAL GAS SHORTAGE LAST WINTER 
WERE VERY SCATTERED GEOGRAPHICALLY AND NOT SIGNIFICANT ON A 

.NATIONWIDE BASIS) ALTHOUGH PRICE WAS SIGNIFICANT IN SOME AREAS 

OF THE COUNTRY} BECAUSE ALTERNATE FUELS WERE AVAILABLE AND 

MANY GAS eOHSUMERS SWITOHED TO PROPANE AND OIL. 

FURTHERMORE, THE ECONOMIC SLOWDOWN AND A MILD WINTER RE­

DUCED DEMAND, WHILE EFFECTIVE CONSERVATION PROGRAMS WERE 

IMPLEMENTED IN SOME LOCAL AREAS. FINALLY, SOME EMERGENCY 

NATURAL GAS DELIVERIES WERE ALLOWED UNDER EXISJING FEDER~L 

POWER COMMISSION (FPC) AUTHORITIES. THIS YEAR, WE ANTICI­

-	 . --_. ­

. ECONm~It. IMPACT j\RE.~THE .J1!D-ATLANTIC STATES .. (FROt'1 SOUTHER·N . 

..:. 	 ---,---- .NEW· YORK .TO SOUTH CArWLINl\r/\f~D SEVERAL MtDDLE l/ESTERN -.~ -.- ­
. -. - -	 ­ ',., 	 ~ ~ 'I·... ~_:\ ­

~~ ,"STA-TES(OHIO) HEST VIRGINIA, AND KENTUCKY). 	 " 

. 	 ::,/1 
'", 

ECONOMIC IMPACTS THIS WINTER WITHIN A STATE WIL~"1'tG~ 

. DEPEND UPON THE SEVERITY OF THE NATURAL CAS SHORTAGE THERE 


AND OTHER VARIABLES, SUCH AS THE AVAILABILITY TO INDUSTRY
.. 
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OF ALTERNATE FUELS, THE WEATHER, AND THE LEVEL~F ECONOMIC 


ACTIVITY~ FOR EXAMPLE) IN NORTH CAROLINA IT IS iEXPECTED THAT 

, ' I 

LESS THAN 4% OF INDUSTRIAL DEMAND WILL BE MET.! ADDITIONALLY) 

FIGURES FOR OHIO INDICATE THAT APPROXIMATELY HALF OF THEIR 

TOTAL INDUSTRIAL NATURAL GAS DEMAND CANNOT BE MET THIS WINTER. 

As A RESULT' OF NATURAL GAS CURTAILMENTS) SOME INDUSTRIES WILL 

SWITCH TO ALTERNATE FUELS) PAYING HIGHER PRICES FOR THE ALTERNATE 

FUEL. THOSE PLANTS THAJ CANNOT' REMAIN COMPETITIVE AT HIGHER FUEL 

COSTS COULD CLOSE. THOSE THAT CANNOT CONVERT BECAUSE OF, PROCESS 

,OR FEEDSTOCK REQUIREMENTS FOR GAS MAY ALSO HAVE TO SHUT DOWN. 

tHE AD~lINISTRATION/S PROPOSALS 

I WOULD LIKE NOW TO TURN TO THE LEGISLATION WHICH THE 

ADMINISTRA~ION HAS PROPOSED TO MINIMIZE THE 'ADVERSE EFFECTS ­

OF NATURAL GAS CURTAILMENTS ,IN THE NEXT TWO HEATING SEASONS. 

THE ADMINISTRATION HAS SUBMITTED S~ 2330) TH'E NATURAL GAS 

EMERGENCY STANDBY ACT OF 1975) CONTAINING THE FOLLOWING 

MAJOR TITLES: ­
- - -' - ­

TITLE -II -­

<>~ ~-: =~,,~->~~~ -PURC-HA~ES"~Aci 'oF--::i975_=-~'~>~ :" ~ ~~,~~~ ~'~",,','~=~:~~,~~~=:.:~~=:'C==~~o-:~~ E-:;-~~~~~~, 

- - - --.-:::: .-. -. ---'--~- ~---~-;--:;.----:.---=--.:---=:-~;'- --~---=---~~--=---=.----, ~-~-:-"~-~ ------- ~~~~.="=- -­

, -­

~-_,,-~-> : - '-' -i-~HI_S,~T.~-lt:E ="W?Y,~~-=.~~~~ND~~!~~-~IJ~~U~-A~ GAS, ACT_ ~O'~PI10V~ DE" _" -~,_~, "~ ~" , 

" , . EX"PlIC-IT' AUT80RITY" FOR-' 1NTERSTAIE '-PIPE'LINES -\1-1T~~~i#~~"uFFYcYErrT':~_-_' 
, , /.,';, " ,: ' 

NATURAL'GAS TO MEEt THE REQUIRn1ENTS OF THEIR 1!jI'GH PR(01~llY
! ,:,'! 

CONSUMER S BY GIVING TIIEr'1 THE OPPORTUN ITY TO PlJt~ASE ~}irUf\/\L 
-............. -..../ 


~:GA~:·~·.AT:.,M~RKET .. PJUCES:'FROM -·INTRASTATE,·.SOUHCES)'·F·rWM· GAS:' 

, , • 
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. 
DISTRIBUTING COMPANIES} OR FROM OTHER INTERSTATE PIPELINES} 

ON AN EMERGENCY BASIS FOR A PERIOD UP TO 180 DAYS. THIS: 

WOULD ALLOW INTERSTATE PIPELINES TO COMPETE EFFECTIVELY 
'I 

FOR AVAILABLE SUPPLIES OF NATURAL GAS TO MEET REQUIREMENTS 

OF RESIDENTIAL AND COMMERCIAL CUSTOMERS} AND OF INDUSTRIAL 

USERS WHO NEED NATURAL GAS FOR FEEDSTOCK PROCESSES OR OTHER 

HIGH PRIORITY USES. 

ESTIMATES ARE THAT AS -MUCH AS 200-250 BILLION CUBIC FEET 

OF NATURAL GAS COULD BE: MADE AVAILABLE TO THE INTERSTATE 

MARKET IF" SUCH EMERGENCY SALES WERE AERMITTED. 

I 

luLE I I I -- -CURTAl LED CONSur1ERS EMERGENCY NATURAL Gas. 
PURCHASES ACT OF 1975 . 

THI~ TITLE WOULD AMEND THE NATURAL GAS ACT TO ALLOW HIGH 

PRIORITY CONSUMERS OF NATURAL GAS WHO ARE EXP~RIENCING 

I 

CURTAILMENTS TO PURCHASE NATURAL GAS DIRECTLy'FROM INTRA­

"_ -STA"fE SOURC~S -AT MAR KET_ ~RI CES -AND _TO ARRANGE FOR ITS - ~-

TRANS~ORTATION THRriU~H INTERST~TE PIPELiNE SYSTEMS. THIS 
.' . - ­

~~ -~-:_-~:-,- -:~ -~-AUT.H()R (TY -~fbULD tiPJ_~{.;i.ONE ~30}-191Z:_ -~-_ _ 
~-- __ ---.-.,-'- - ----~··-'c-·- -7..- --" - ---- --~- -- - - - - .-- -- -. -=--....;;...----- -=- -~-~-

- - -;---.- -- ---:..- - ----= -:--~- ­- ....~ ~. - - -- -~----=-=-=- ~- - -. 
- -.". '.." - - - ."- - - ". - -- - --; ~-- - - - , - - - -.-. -. ~ .' - - - - --- - - - - - --.-­--:- ---~-;-=,-- :-THE--P-URPO"SE oj:--·;'ln_s~ll"fl."t:TS" TO- ALLb.W~ CUR-TA rtED END-US'EHS -: -- - -: - - ­

.: . - .- - - .. - - - -- .- - - - ­

INTEHSTATE G/\S rrnC[ TO OnTAIN J\Dl)]TICi~J\L QUl\rlTITILt' 
~ :·~:"'~.'I.··J·'~·:'· :.• ~. J. 10. ".;:....'.~,; .~: ~: '.'': .~.... ~:: ~.: _."'1 ~ .. 0; ::....••; ..~..... ,:::, -.. ;' : ' :;"::,: :-I~, , .'~·:s:. :':: ~'.,: ....':;"; : ... ~'... ~'. :.\i.,.' "/~"~;:·:~ . :;, ~.'. ~~ ',~ .i' :',= 0#'" '.: '\:' ;';.~ 

NOULD 'PRDV IDE AN" ALTER~jAT I \IE' "TO A slllrr 'yjO~If'{ DU( TO ·"L·~.(I( OF --. 

NATURAL GAS. -. 
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·THE FEDERAL POWER COMMISSION HAS RECENTLY ISSUED AN ORDER 


(ORDER NUMBER 533 J DOCKET NUMBER RM 75:25 J AUGUST 28 J 1975) 
INDICATING THAT IT WOULD CONSIDER ISSUING CERTIFICATES OF PUBLIC 

CONVENIENCE AND NECESSITY TO PIPELINE COMPANIES TO PERMIT 

TRANSMISSION OF SUCH PURCHASED GAS OVER THE INTERSTATE· PIPE­
.. 

LINE SYSTEM. HOWEVER J AS THE FPC ACKNOWLEDGES IN ITS ORDER J 

LEGAL OBJECTIONS MAY BE RAISED WITH RESPECT TO THE FPC's 

ACTION. THIS TITLE WOULD PROVIDE AN EXPLICIT STATUTORY 

BASE FOR THIS ACTIONJ . WHICH COULD PROVIDE AS MUCH AS 50-75 
BCF TO-HIGH PRIORITY tND USERS. 

, 
I 

I 

I HAVE HEARD SOME CONCERN EXPRESSED ;THAT BIG INDUSTRIAL 

- END USERS WO~LD BID HIGH J THEREBY TYING UP ALL OF THE 

AVAILABLE GAS AND RAISING THE PRICE TO AN INORDINATELY 

HIGH LEVEL. EXPERIENCE UNDER OTHER fPC EMERGENCY.PRO~E­

DURES DEMONSTRATES THAT THIS WILL NOT OCCUR ByT THATJ 

INSTEA~ PURCHASERS WILL PAY FOR A COMMODITY; ONLY WHAT IT 
. \ 

IS -WORTH. I 


- - TITLE IV """- EMERGENCY ENERG-Y SUPPLY -AND ENVIRONMENTAL ­- --- -.. - -­

COO~DINATION ACT ~ESECA) AMENDMENTS OF' 1975 

:: ::-..:~ ~~=~_~~n-~} !\~~~P_~~!~~U_~Ti< l_i~~:-~_~~-~~~<'- COI~YERS Io~S FR0t1-_NAJ-~_~~L--G{\-s= -::; .. 

OR 0 I ( 'T{) COAL. TH( TITLE ALSO PROVI DES {\DD! T 1 ON'AL S-TIUIOJ3¥ 
.... .~<)-t·?·;.:-. . 

AUTHOR ITY TO REQU IRE CONVERS 1ON FROf" GAS TO 0 I L~Jl':ERE '~()AL 
~~ ';je" \ 

;~'i 
'~/ 

./
....r~~~ 

'. 
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THIS WOULD PERI'lIT FREEING UP OF NATURAL GAS FOR SUCH USES 

AS RESIDENTIAL CONSUMPTION AND INDUSTRIAL PROCESS AND 

FEEDSTOCK USE WHEN OTHER FUEL IS AVAILABLE FOR BOILER FUEL 

USE. ApPROXIMATELY ONE-THIRD OF THE NATURAL GAS CONSUMED 
• 0.' •• • • 

IN THE UNITED STATES IS FOR BOILER FUEL USE J AND THIS USE 

IS ABOUT EQUALLY DIVIDED BETWEEN INDUSTRIAL BOILERS AND 

ELECTRIC UTILITY GENERATING STATIONS. By CONVERTING THESE 

BOILERS FROM NATURAL GAS TO OTHER FUELS WHERE PRACTICABLE J 

NATURAL GAS CAN BE FREED UP FOR HIGHER PRIORITY USES WHERE 
I 

NO ALTERNATE FUELS ARE AVAILABLE. ­
i ­

- , 
_T1TLE V --...: _PROPANE STANDBY ALLOCATION ACT OF 1975 

THIS TITLE PROVIDES AUTHORITY TO ALLOCATE AND ESTABLISH 

REAsONAB~E PRICES FOR P~OPANE bURING PERIODS OF ACTUAL AND ­

THREATENED SEVERE SHORTAGES OF NATURAL GAS. 1T IS INTENDED 

-TO ASSURE AN EQUiTABLE DISTRIBUTlON OF PROPA~E AMONG HIS- ­, 

TOR)CAL USERS AT REASONA~L~ P~ICES (SUCH AS FARMERS WHO US~ 
. - - ­- - .' PROPANE FOR ESSENTIAL-AtRICULIURA( PU~POSESJ A~DINDUSTRIAl ~.-' 

___.. . ~ . USERS WHO NEED .PROPANEFOR FEEDSTOCK) J AS WELL AS_TO CUS­= _-:'.u -..; - -..:: --:--_--~_=--- -- - . - - -- -- .7"'" - _-0:---'" 

~-- ~-=--=-=-. ~·--IQMERS -=EX~PERj"ENC.1NGc~Aiu'RAL. GAS-CURTA 1LMENTS-. - --- - -~ -=-. =-'-~~--~~~~.--,=..:.- ...;. .. ,-:-- ..-- . - ,-- -. - --- - :. -:-- ---=.-~'-- -~-- -. ::..... --- .. - -' - .'- -.-' -'. --. --.- --- '.-~---.--

~ -=---:. ~-;---:- ::... ...;,.-*-~:.- ~=---~---.... ~-----:--~---::. -- :-~=-=.::.-- ";. -~. --. "--':'.- -- -"'"":.."-=----- --- -->" 

~-.:.. -:: _~=::-~ _.: -j3ECA.QS:E-- of=- T!-lC NATURAC.~1;A~HORTA~E)- LARGE UTJ LiTY AND~ - ~ _':: 

--~ ~ _.:...:-:. ---1 NDU§TR i A-L-G-~~SU-SERS- \~'lf;(r~Rl:-: CURT AI LE-D MAYSW ITCW 10- -PROPAiJE 
: - .- . - . - - I 

THUS D I VERT ING LARGE QUANT ITIES OF PROPANE FROr., }:!j.&:t".QR ICAL 
, '-' ,- ", - -- ;~.; '.I.::,,~~\ 

EfJ 

.' 
;i 

http:j.&:t".QR
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WITHOUT EFFECTIVE ALLOCATION AND PRICE CONTROL AUTHORITY 

OVER PROPANE~ THIS ENTRY INTO THE PROPANE MARKET COULD 

CAUSE SERIOUS DISTORTIONS ADVERSELY AFFECTING THE 
, 

ABILITY 

OF TRADITIONAL USERS TO OBTAIN PROPANE AT EQUITABLE PRICES. 

THE CONCERN OVER PRICES IS ESPECIALLy IMPORTANT GIVEN THE 

FACT THAT MANY RESIDENTIAL USERS ARE ON EITHER LOW OR 

F.I XEb.· INCOMES. 


:J 

FINALLY~ WHILE THE EXTENSION OF THE EMERGENCY 'PETROLEUM 


ALLOCATION ACT WHICH WOULD ACCOMPANY AGREEMENT ON A 


'. COM.i)ROM ISE .PHASED-DECONTRQLOF CRUDE 0 I L PR ICES WOULD 

; . '. . :-.....: . " 

ASSURE THE EXISTENCE OF THE NECESSARY AUTHORITY OVER" 

PROPANE~ IT SEEMS MORE PRUDENT TO INCLUDE PROPANE ALLOCA­
. ­

I 

TI.ON AS PART OF THE·'NATURAU GAS EMERGENCY LEGJSLAT-ION -'" 
.' i 


,- l 


WHICH THE HOUSE SHOULD PASS • 

.! 
I 

--8oM'I N I STRAIIYE ACT IONS 
- -, .' '-, J 

-- --=: - ---=-- ~!~-~-- - -=----- - -­
THE ~RESIDENT HAS DiRECTED ~HAT CE~TAIN ACTIONS BE TAKEN 

~ -.~~ _-; ~-'~ --~~ -10 'SOEPLEMENf-THE -'[E"{;'l~ckrIvE' p"fuipo-SALSWH rCH-~l-HAvt:-~Jusf-~ --<- ­

;:~_~~::,;: .-.·~;-~~t~-s~~6, ~c:{H~s~~itlM~l~~(~]\Tiv~~c;[ oNs_~i ~~I~ii~I_Hi~"-_~~~-_}~-_-~ -7~ 

- -~ - :-- ----- .~- ~ .- '- - -~ 

--~-- --- -~ -F-ULU)Yl It{G~:': - -.:. - -- -~ -. -"- - ":--~ ---- - - ­
.- ~--~:-- -=- -- --=- =--- - -=.-:-..:..- ~:;::::--==-=...~~-~-.-,,--=...~----::=-- -- -'-'-'- ---~.--::-..:.::-

- ~-: -: -" ~_ -_ -__~-~ -0· -:~:~-'Es:TAi\iI SH~'ENT~"OF- ~A N;U_IJRAL ~ GAS T~~i::'R.l!l~Sr_:I_N--­
• - - ,I '- ....- - .'"(:"\" 

., THE FEDERAL: ENERGY ADMINISTRATld~ TO PROMIDE 

".-, ~OVERN~!'l" " 

AND THE PUBLIC AND TO COORQINATE LEGISLATIVE 
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AND CONTINGENCY 	 PLANNING ACTIVITIES. THE WORK 

WHICH THE TASK 	 FORCE MUST DO IS SO IMPORTANT 
I 

• I 	 THAT I HAVE ASKED MY DEPUTY ADMINISTRATOR J 
\ 	 JOHN HILLJ TO HEAD IT. " THIS TASK FORCE HAS 


BEEN MEETING WITH REPRESENTATIVES OF OTHER 

" 

AGENCIES AND WILL BE A FOCAL POINT FOR THE 
\ . 	 \ 

ADMINISTRATION'S RESPONSE TO CURTAILMENT PROBLEMS , ' 

. ~ I 4 

AT ALL LEVELS 'OF GOVERNMENT.' 
: 'J 	 i . 

0.. 	 AN INTENSIVE PU~LIC ED~CATION PROGRAM E~PLAINING , 
" 	 .,L 

, 	 . .'.,' . 	
' 

.. THE NEED FOR .CONSERVATION ANDj \:iOW TO RE?UC~: 
• 	 f < 

, 	.NATURAL GAS ·USE. ~- THIS PROGRAM IS BEING COORDJNATED 
. . . . ""; 	 !' . 

BY ~HE FEDERAL 	 ENERGY ADMINISTRATION IN CONJUNCTION 
. 	 . 

WITH THE DEPARTMENT O'F COMMERCE~ THE FEDERAL POWER 

CO~MI~SIONJ AN~ 	OTHE~ AGENCIES OF i~E GOVER~MENT~ 

o 	 THE FEAJ FPC, AND THE DEPARTMENT OF niE' INTERIOR 

WILL ENCOURAGE AL~ PRODUCERS TO PRODUC~.AS MUCH 
. 	 , 

NATU~AL' GAS"AS 	 POSS IBLEJ EV~N_ FROM MARGI NALLY 
',-'- ­

. 	ECONOMIC WE~LS1" 
.' 	 . '. .:. .. . .. 

',; ~_;' __ :~. -...' -0 -' ' .~, THE ·FEDERAL POWER ,.cOMMISSION -MONITORS STORAGE OF~, - ' -' , 

::}~~-.:'~ ~-.~~~ ~,~,~-"--~--~~~,;'~(~~'iNf~~S~~!E;~P~~fI ~.ES~~· ~~rr- B~~TN~ IN-? -Q,C10~E~~5i~~~-~~~;-:::~ 

:	::_~-;,'-=~:-~7' ~:',-:L-=-~,~~. ~_W~CL~~7\~ORK"::.'i~-=·CQt~5DN'tt I ON wl TH~ TH'E---fE'DERAL ~NE~GY~~ -~~_-'. - ,~- ,-,' 

'-=-_':=-:.~~,~~==~,-~~~~' -~~~ ltD.M'{N~tSTB.irl-0~ '.IO.~~O=-N-i--foR' .At.L INTER AND-:--INTRA~ATE- -~- ­
_~ . '. - _: -	 - • ._ _. .1 ­

- . 	 , "" 
PIPELINE STORAGE.

,"i 	 . 
,\ 

, , 
" 

:' 	" . 
, '. 

http:PRODUC~.AS
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I 
o THE FEA AND THE FPC WI LL UNDERTAKE A tREVI EW OF 

I 

CERTAIN ELECTRIC UTILITY PRACTICES WHICH RESULT 
, i 

IN UNNECESSARY CONSUMPTION OF NATURAL' GAS I 

I 

o THROUGH THE. TASK FORCE~ WE WILL INCREASE COORDINATION 
. , 

BETWEEN FE'DERAL AGENC I ES -AND STATE ENERGY OFF IC IALS, 

ADMINISTRATIVE ACTIONS 
. 

TAKEN BY THE FPC~ FEA~ 
. 

STATE ENERGY 

. OFFICES AND OTHERS TO :EXPEDITE THE CERTIFICATION AND C6N~ 
'" .-~ 

STRUCTION··OF NEW PIPELI~ES~ TO REDUCE INEFFltIENT NATURAL 

. GAS US'E~ TO ALTER IN~FFICI'ENT EL~CTRIC UTILITY PRACTICE"S~ .. , ; 
I· 

AND TO' ENCO·URAGE. P.i~O~UCTION FROM WELLS COULD RESULT IN .'A'N. , .' 

ADD iT 10NAl 100-200:, Bc'( OF NAr~RAL: GAS F'OR:'~SS~NT I At.: USE~'- i -' ,,~-' 
. ~. 

:. '-THE EFFECTS· ON SUPPLIES' AND' PRICES 
.. 

- ~. , . 

iF. 'CO'N'GRESS AME~DS' T'HE .NATURAL' .G~S· ACT' 'TO' 'ALLOW 180"DAY 

EMERGENCY SALES O~ NATURAL GAS BY PRODUCERS TO INTERSTATE. 
!. 

P I PEL I NES' A~D ALSO PERMI TT I NG. END .USERPURCHASES OF NA'T_LfRAL ,:' 

, ,- GAS FROM PRO'DU~ERS~ -IT i S_~EXPEC~ED ]~HAT SOME 200-~350 BeE _-~ _-~'= -:--~ ~ 
- - - -~. - - - ­

OF NATURAL G'AS ,COIJLD BE MADE ,AVA I LABLE TO SUPPLEMENT cur~RENT 


-~,-,~~" -0,' l':NT·I=-~.,'';'-'·-A;'' E' '" ;U-P' ~'L"1£"-5--' - ~-:-rN- :"'c' -E=- ;H"'I'S",-" -WOo -I' ~~T ~ 'R: "-s':-cU"':I')'r'A--~ (M~'N"T'~~ ~~ D-~~-'" := =-~ 

> - .. _. - =--- --- -_r\0:. 5- - _~ ~ r- ".r L .,,_~ ....... :." -"- t~- ....._ . _"__ _. 1\ ., L- JL.. .""'-" 1"\.-,.;;:-:_·...;.---_-:::
...... _ 

.•··.·c : ',:'-,~~-:EXP ECtI:l;~ TOJi,c ;:~~,3,E';~V:~SOM~300 .BCfO~E~~~~il:-:~·~~R;~~=~'O;.~' .•••• " 
____ -~ -_. =:-~t,uBiAJ_~~EN!S-J ,'~~~_A?D lTJ 6,N~L--·~ft:r~;~~~\L GA~- AVAILABLE- FOR- .__ ~ ~ 

;-, INtERS'TATE- USE~' -tiN DER ':-THES:E-: PRO PlrSAL::s C-O-~-LD'-PREVENf- r'H)S' -_:-=~~ ~-;"--o-.~ ­- -. - - --- - ~ - . - .- ~ - -- ­
- .' ,I 

'. WINTER'S'CURTAILMENTS FR.OM·BEING SUBSTANTIALLY WORS(,IHAN-".j 
..: .:. -'./" ' ~ 

./') ~'~~i\, 

U~ ~:i 
\ - l 
\ '"....... ~_/" 

,/ 

! . ~ .:".' "". 
I '.' . 

\ • 
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, . 
I 

WE BELIEVE THAT THE PROJECTED ECONOMIC IMPACT OF DIVERTING 

PERHAPS 300 BCF OF GAS 'FROM THE I NTRASTATE TO THE I~ NTERSTATE 
I 

THIS IS BECAUSE THIS' ADDED DEMAND ONLYMARKET IS MINIMAL. 


AMOUNTS TO 3-4% OF THE CURRENT INTRASTATE MARKET) 
I 
AND BECAUSE 


I 

THE RECENT SOFTENING OF' THE SPOT MARKET INDICATES THAT THERE 


IS EXCESS GAS AVAILABLE. 


'ADPtTIQNALLY) INTRASTATE PRICES WOULD·BE RESTRAINED BY 

' ' 

, . " 

LONG~TERN CONTRACTUAL ARRANGEM.ENTS. BASED UPON THE 1973.-,' 

74 EXPE,R I ENC~) GAS. WH I CH MOVED UNDER THE EMERGENCY SALE PRO-' 

V.IS ION, ,(ABOUT 200 BCF) WH I CH' 'SOLD ' FOR ,'AN AVERAGE PR I CE OF 
. . 

51¢/McF' IN 1973) '.1 NCREASED TO 64¢/McF IN 197.4 ,:'T~ESE 
" 

I. 


. 

.oF INTRASTATE. SALES. PR l CES~AND ALTHOUGH SPOT PRICES OR 
. - '.- '. . 

PRICES, ',FOR UNCOMMITTED GAS WOULD BE EXPECTED TO· INCRE"SE~ ". 

BY A COMPARABLE AMOUNT THIS WINTER) AVERAGE INTRASTATE 

~RICES. WOULp ONLY HAVE A MINIMAL INCREASE.' 
, . 

.' 

" , 

UNRE_~ULATED. PR lCES WOULD HAVE LITTLE COST IMP.I\CT ON ALL 
- , ..,.' .~ '., 

.:..:_'.~-:-. ::i" t:~b'NSUM ER S O~:: N:\T::iJR A'tGA·S:,.~~"T'HE: 'P~IPEL iNES~ 'WOlI L~ '~B'~ALLaWE-D:" --=~~. "" . 
'-~~"-:-:- --=-_. :---_. .- ..-.--.....-:-..-~.---- ~-~~~.-.-.-:-.- _.::.... ---_.-' ._. "- -.~-., - _." --- - - -"~, - ~.-: --~.--:- - -:..- ~ ," 

....:.._ -=.-.'-, ___.- - ... -,", • ".__..."_".,_. __. _~~_' _ " .'._;~, ___ ...... ..'". ,... .-......- ill - :-­

..".- . '.. --:--. ,·TO A" t. RA GE'!~~ E· H·i C. rH... K "'., V~':::" '.;.;\S '-ril.J-H·: I h c _~RE G U u'\T (~D..va UJ~. f:..S .:.:,<. -- -: =.. 
... .'_ _ _. • • h. :.. .-. __ •• • - • • • • _ • _. - • • • - - _.. .­

:--.~_~.~~o:_ -THEY~~~H.A.VE.:P'U~CHASED.-- ~,~;2~~~-:~O~G-T'ERn; CONTR;CTS'~,- ~~. SI 'NCE THE -~- ~. - ~ . 
- :-" - - -' . ..---:--~.--~.- ."- -=-_., - - ,'. ~ ._- - ,:-'"

-- : _.-..,- ._,.... -_.,-:..- -'---"- ----~.. -" ~ - -.---'::'.-"'- ..~-'" --=.. --.:.-.-~- ­
.-

ADDITIONAl.: VCL'UMES ARE'SMALL IN RELATION TO·.THE TOTAL. GA~ ~ ~ 
• " 'J;,j'"", 

. _ ~ _ ~ ._ ~.~ . /-r..\ 

CARRIED, END USERS ARE NOT EXPECTED TO EXPERIENCE SI~N~JT 

FUEL COSTS TO END USERS PERMITTED TO PURCHASE GAS IN THE 

;' .. 

I, ;.: I ):
. ­~~.~ 
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TO'BUY AND WHAT PRICES THEY CAN NEGOTIATE. WHILE INTRASTATE 

.. 	 PRICES MAY BE CONSIDERABLY HIGHER IN S;OME INSTANCES THAN THE 

REGULATED INTERSTATE PRICE) THEY ARE LUWER THAN THE PRICE OF 

ALTERNATE PETROLEUM FUELS. 

(PRICE DATA ON INTRASTATE GAS IS DIFFICULT TO OBTAIN) BUT 

AVAILABLE INFORMATION INDICATES THAT LARGE BLOCKS OF ~EW 

INTRASTATE RESERVES SELL FOR BETWEEN $1.00/McF AND $1.2S/McF) 

MOR~ IMPORTANTLY, ACCE~STO THE INTRASTAtE GAS IN MANY \ j. 
. .' ,. '. ' :. '\ j 

.lNSTANCES WILL MEAN T~E DIFFER~NCE BETWEEN SHUfTING pOW~" 
. 	 ~. " . . 

: .: 	 ;..) 

OPERAT rONS OR KEEP I NG lTHEM OPEN. TH I SIS ESPEC IALLY TRUE, 
i 	 . 

• 	 ~ • ~ • _ L ! .; .' ; ;...: - : . l! . 
,,, : FOR THOSE WHO) 'REGARDU~SS OF; ITS' PRI~E) MUST HAvE NATURAL I 

., ..'. I 	 . ., -' 1 ' j,. " . 

,. ': ,GAS. AS A FEEDSTOCK 'oR, IN,~THEIR INDUS-rRIAL PROC'ESS.', . '.~ 
o " .. ." - - .:- - '. ..' .. .~.. i . .; 1':::' ....... :-', ~. :-' ... , ": .. 


, 	 I 

.j 

THE ADMINISTRATION'S ~ILLWH.L ,GIVE' US ,THE ,AUTHORITIES, ',' " 


WHI CH 'WE NEED'WITHOUT UNREASONA'BLE OR ,UNNECESSARY 'RE~ULATioN - . 


OF THE'NAT0RAL GAS INDUSTRY1AND I URGE iTS I~MEDIATE' . 

'f 	 ' 

'-. i

PASSAGE. 	 . 
' .. .\ ' 

, -. ­

...' -
--- -~.- ..........-:. 


.... ,.I-WQuLD tl-l~E-NOW T.O 'lURtJ: TO "H. R. 9L!6~J -THE' ,~'EG.U?LAIJOtJ ' 
; 	 -=-: ... -/ ~~: --~ .- ". - - -:- ---~-=-- - -. 
~-~,~-.:'-=-=-::. ~', :--=~F~N~:R-Eb- B~Y~'t~~GRES,SfvtEw~D~r'~GEU~'~c£ND~~-'S'T-AG-G'ERS~. - THE -B I~'~.'~_-=~_~~~~=-7,_-='--._--:. .. - ~-- -.- .-. -;_. --'--~'-':--'-:~- .~---=-~-.=----:.-=--=~~-- .=-".. ...- -..- -"- --- ---.~.- -- .. - -.-- ­
____: ~ __ _a _- _. __ "':: ___ . ___ , ....:... __ . ___ . _:. -.-. _ _ -. _-_ -- .. _ --~. _ _ - ~~_--

=--_ -----:,~-:-~7' ~'-, 'hL'-IJf(ES.5t:'3~--ThF-~·A;-'1E ii'lNtii~AIE' PROB-LEM -'-'S i)-O£S'~THE -= ,~~ -:,-- -,'~-- -- --. '-' __ 
-; - . - - .'.- .- - - - :: --', -=- - - -- ..=...-=, -~ - - -, "- - -. - - - -- - . ­

~ -=- ,~~ ~~::=~ ~ HDt'1TNj:STJt[\JJ~'O] r &-~BJ-~,LJ-_ANO'_-;' ~~~'tOf.nAIt~S, -SOME PRQV{S'i ON=--S~ O~'- ~ -o~, -

-	 ' ~ ~ --~"'~", '~:E~L-'-~c~R~I~·. '-- H~W~E~-E-R~--T~'~'-~ I'~~ 'I ~'~~LUDES-SE~ERAL"" ~N~~:~PTA~-L~-c 

,PROVISIOt-..lS ANn RAT'SFS MA,/OR' l~SHFS THAT WARRANT FIIRT~F:~~~ '. 
~;,~ [ 

, :~J; 

TO DEVELOP EFFECT I VE I\ND MlITUALI.Y 	 TOACCEPTA~LE LEG'! Sl~. 
, ..-." 
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.DEAL WITH THIS 'WINTE~'S NATURAL GAS SHORiAGE, 

I FEA~ THAT~ UNLESS THE CONGRESS IS WILLING TO ELIMINATE SOME OF 

THE MORE UNACCEPTABLE PROVISIONS~ WE WILL NOT HAVE THE URGENTLY 

·1 NEEDED AUTHORITIES~ WHICH I PREVIOUSLY MENTIONED~ ENACTED INTO LAW, 

i 
8c~ESS BY PRIORITY LNJ£BSTATE PURCHASf8S TO NATURAL GAs 

SECT ION 4 OF H, R, 9464 ~/OULD', RHW J HE I'HE FEqERAL POviER r I .. 
' •• " 

", 

COMMISSION TO DESIGNATE'N"rERST~TE PIP,ELjt}ES \'IH1CH AR: .l i .: 
'. 

. UNLIKELY ,TO HAVE SUFFICIENT SUPPLY FOR ESSENTIAl'USERS 
. . : i ! i ':. , J: 

AND ENABLE THESE. P'IPELINks TOnUY~GAS !FrWM AI~Y ·ON~SHORE. 
. i"'! . '. ! . 

'... .~ 
,"~OUR,C_E AT PRI~ES SET .BY TI:~ FPC,,: .' T,HIS1'SEC!I?N ~~OUL~ A~.S,O'j~, 

~ • . . ~ . '. . . J .'.;' . .' .:......, .' .. .:.. ,~ 

ALLOW DESIGNATED' INTERSTATEPIPELINES iTO f~E,CEIVE PRIORITY"., 
.j 

TO PURCHASE OUTER COt~T I ~ENTAL SHE U=.. NA1.LH(AL. ,GAS AT REGULATED' 

'. -:PRICESIN AI"10UNTS SUFfICIENT F,OW·1HE HUWIRE~1ENTS Or THEIR:" 
.f . '­

.~ 

: ;·1' 
, 

~ 

.... I l 
1 

A MOST DISTURBING FEATURE OF H,R.946lfIS SECT'Ior
ll"4 (C)'~/H12H
'. 

,':.' '- W'OULD RE,GULATE ,THE WELLHEAD' PH'l CE OF- ALL. GAS~' .iN'CLUD'! NG' , ",~ : 
- - .- -~ - - - - - -- .- - - - .:" 

'.'-'., - PRE~EN~rLY UNREGULA'TE'D '-1 NTRAST~TE' -GAS " . SUCH. IN~~ASTATE 

;, =: ,;' ,~. ~~~f.EGLJl.ATI em'~ l-S .BOTH ~ UNW I~{'AND_ UNkCCEETAB'Ci' F()RS'EVERAL -_ ~ -_' ~-__~, ~: 
~~-~'-, ,~~~~:~;-',' S~BstA~t'I.AL -~E'A;-d~;~-~~~~-=~~/~ ,- .~~'._-:",~ .- --'~ ---- '-, ~- . -:,~=~=;.-~.:,-~ ~~c:'-' 

---;':.. ~:--r---::· -_-----_.- -- - ...:.... .. ~--: -=--'-'";=~~---,,, - -- ..= ... _-.. _ --=.-~ -=--;---:'~'--:--:-----:.-~- ... _-" 

~-'_~:_'': -: ',-,.9 ,--'._',lHE :pR.rNc)pAL__HEKSQ-i'4,-iFO'R~ TH'E- PRESENT ~aATE OF~_-'~ ':",' 

, ~, ;~ -~~~;', -:'~',-' ~~ ~ -~A:r'~R'AL ~G-A'S- 'S·HdR~r-AG~~'C. I S~ ';-~E CLiRRE'NT _' S'YST~;M~ b~ .-=- .-= c,o 

- -. - . --. --~. --­
'. . '.' ,.. ' H';·. ',' 

REGULATION J v/HICH INHIBITS PRODUCTION AND SHOULD 

C'~ 
EXltNJJtD TO THE INTRASfATE MARKEl'. ,,,.~// 

'" 'i'., 

http:S~BstA~t'I.AL


- -- - --

-15­

o 	 AN ARTIFICIALLY CONTROLLED) LOW-PRICE (RELATIVE 

TO ALTERNATIVE FUELS) ENCOURAGES EXCESSIVE CON­

SUMPT1bN OF NATURAL GAS. 

CONTINUED ~XCESSIVE CONSUMPTION EXACERBATES 


SHORTAGES" AND 


~EQUIRES BUREAUCRATIC DECISIO~S AS TO WH~T IN­


DUSTRIES AND OTHER USERS WILL RECEIVE PRIORITY. 

SINCE.,THE AMOUNT OF NATURAL GAS AVA~LABLE 

)I 
~..>., 

.. OV~R ~HES~ORT TERM: ls'u M,HED, THE \ I . 
I 

S'{r:TING OF'1 PRIOR~TIES' AMOU~TS To"i;'KING', ,I 
, : ii' t 	 . 

:' '~A~URAL GA~ ~R~M1S0ME'AND ~l~IN~,IT T6 ! 

. -~ ­
~ 

:. 

.,. .' J. i ' '. ,I ./ . :'.' '.;OTHERS. .• 
~. 

~. -	 . : -- ­
. o :' REGU1:'AT I ON OF ,iN:rRA'S'!ATE ,plHCES' ~1I LL BE,AN,.:iMt'ttNSE:' ~ . 

. ' .j 


'. .~ . 
ADMINISTRATIVE BURDEN 


I. • - ....... 


: 0" 	 MARKET)·BEtAUSE'OF LACK 6F bATA,IN THE INTRASTATE -. - '. ,....., 

:- .'. { . 

IT WILL BE DIFFICULT TO ESTABLISH REGULATED 

: RATES WITHI~THE' BILL'S TIME REQUIREMENTS" 
, 	 ' 

_• .1' • 

.' THE~EBY MAKING; 1i",INEFFE'CTIVE FORTHI:,S>WINTER',:", . ~' 

.~-. ----	 .-:--'" THE' UNC ER;~ INTI ES ~~EMM I ~G FROt1 P ROB~!llE LA\~' ,",' ~., ~' 
o· 

_ ~SUITS CHAC~E~GI~G ~ATES ~E90IRED'T6 BE ESTABLISHED 

~,:..-:-=~.:' :'.:.',' .:: =?Iiy~ T~'ISjlrLE' ~l..i:[VE R ~~L f KE~t.Y.;t1i'E~E T~~ F~0\~~O~= . ::', ' 
.~._.- ;'~:<~ -,,"~ ~ :,:>:'-:- ~:':"~- '= ,~~ 'AD~lJ i r:1UNAL~i HtR';ST.,\TE GAS ~ i NTO- ,tHE... 'fN-T-EsST /1"T~.·_- -~~-,.'- -.~~ ,~, 
,_ _._ __ , " _" c c, . ~ - - .-' ,- .. -_. - - • 

'. ­ -­.:... '--- -:-.-- - - - -	 -- -. - - -- ­,~~.~,~-. .' .:. ~'__-PIPELtN-E S'(S-TEM. ,--=- ~".'-- -- " 	
, - ­- -	 - .--- .- --- - , .-~ ~ 


. ,.~ .. 
 o '''THERI: IS' SER I ouS CONCERN BY INTRASTATE' SbURCE.S:T~A~', 
':.0 ,,' 

> • 

SHORT 	 TERM (180 DAY) SALES INTO THE INTE::TA'rE ':~ .. 

,,-.-/ 

., 
\ " ,! ;:. 	 (.... 
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MARKET AT REGULATED PRICES COULD SUBJECT THEM TO 

CONTINUED FPC REGULATION UPON.THE EXPIRATION OF 

THEIR CONTRACTS. THIS UNCERTAINTY MAY WELL RESULT 

IN THE REFUSAL OF PRODUCERS·TO SELL TO PRIORITY' 

'1 
I 	

INTERSTATE PIPELINES} THUS DEFEATING THE WHOLE 


PURPOSE OF SECTION 4. 

l 

HHILE THE OBJECTIVE OF MAKING MORE GAS AVAILABLE TO THE.. 
. 	 I . 

INTERSTATE MARKET IS SIMlLAR TO TITLE II OF THE ADMINI~TRATION'S 
, " 

• BILL, TH E ADMI N I ST RATl ON is AP PtOAC HIS ;M~C'H p~EFE RABi.JO~1 NhHAr 
.IT AVOIDS THE PROBLEMS :WHICH I! HAVE iJUST 'DISCL)SSED, THAT"ARE ·1 

:' . !. 

jlNHERENT INSETT~NG.;CEjLING P~ICES'0~INTRA~T4T~ NArU~AL,GAS" 
• ;-., 4 ", ~: '; ~ 	 ~."r 	 ~ 

..' : THE, ADM Itl ISTRAT I ON'S. B i LLWOU~D PROY,! DE FOR E~IERGE-NCY SALES.' .:' 

..AT' THE MARKEr 'P~I~~' FOR',OP' To·180·'·DAYS. 'As" I rH'AV',~' ';LREA'D)' ......! 
: . 


.-. .... MENTIONED) THIS APPROAcH- DUE TO THE ABI~ITYOF THE PIPELINE 

" 4 	 , 

TO R'OLl~ I N THE NEW PR ICES INro ITS RAT'E BASE.' - . I S NOT' EX'PECTED~ 
.: .. 

TO CAUSE MUCH INCREASE IN NATURAL GAS PRICES. FU~JH~R~dREJ 
.', 

THIS APPROACH IS DEMONSTRABLY WORKABLE IN EMERGENCY SI!UATIONS J 
• • • 	 I. 

BE 1NG. BASED AS IT' I S ON r{EGULATORY PROGRAr1S (:F'~: THE FEDE~'AL' 

. ......- .' POWEr~ .COMMI SS ION FOR -l80--DAY EMERGENCY SALE~. "AND . FOR SU'C:U' ~'--' -~ 
--- - ."::. ~- - -- -~ .-: .- . -	 - "- - - - - -- - .~- ~ - ~: ~ -: - - - - - -.-. 

. ' SALES" OF' "SHORTER D'URATI'ON .(IlO'DAYS) •. 
.. 	 .-. - --.-" 

_I __ 

r- - ... ':' .- ~.- _ ----=- ,._ _. . ._--	 - . 

FURThER~ORE~:~ECT!ON. 4 FAlLS EXPRESSLY TG.PR9V IDE FuR-=-i:;~E~C[N~Y ' .. 
• 

-- - - - - -- - -:....-~ - - - -- ­

- --.-.' "~- ---C~·BET':'EE-~·_f~;~'1".r:-['I~""'·I\TE -r:-T~"'L'-I'''I-ES ~'N~D DI·S ..... R.IBUTO·-R--S ·- ,.··s~::._ .. -- - :~ 
_ '-- - - - _ - _ . _ ~... ' : .•-	 • -,:. J. 1 ~ """ _I L _, ".~ ':I_f., . - .__ .1- " r _I:. .' - /"\ J M 

. PROVIDED 'FOR iN THE ADMINISTRATIOr-.:'S BILL. 
...... . " .- .... -, ... - ._' ~ - ,,, 	 ~ - ',. "~. 

THAT ARE SHORT OF SUPPLY. 
"': 

-; ", 

, -'(. 

\ 
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SECTION 4 (G) OF THE BILL STATES THAT GAS WHICH COULD HAVE 
i 

BEEN PRODUCED DURING THE PERIOD THAT THIS ACTI ~S IN EFFECT) 

BUT WAS NOT PRODUCED OR SOLD) MAY NOT AT ANY TlME THEREAFTER 
I 

BE SOLD AT A PRICE ABOVE THAT PERMITTED UNDER tHIS ACT. T~ls 
i 

PROVISION WOULD CREATE AN ENORMOUS ADMINISTRATIV~ PROBLEM 
! 

. i 

AND WOULD CERTAINLY LEAD TO EXTE~SIVE LITIGATION) POSSIBLY 

JEOPARrilZING TH~'~ORKABILITY OF ALL THE OTHER ~MERGENCY' 

AU.THORITIES, 
.... --.­ .~-'~ ", ........- .-" -.~."- ... , '". '­ . -.",;.­ '.' 

' .... '. 
. ..; .. "';'.'> .~ ,,' '<'- ~'. ·AGRICuLTURA'L "PRiORITY 

". •• ·t • ~ , ... -. ... _'L • ••j. ~ .. ..... . 
. - ..... : ",' i ." . . ... . 

SECTioN 50F H., R, 9464 ESTABLISHES A PRIORITY FOR' A·GR·I CULTURAL) . 
. . '. . . . 

. ., 

THI"S' ADMIN"iSTRAT.ION. 

: :..... .'" .ISSTRON~LY COi-lMITTE'D' TO ~AGRI~ULTURAL PRIORIT:iESi '~O~EVERj~. <. 
.~'. ':' '~~:~ ...~ .. ,., ~.: ... '.' . ':' .. ' ;~.. : .. : ..... -" '.-~. ""­ . =.­ .. ".. ~~ ", .. -~.: -:: ~ .-:", /.- "~-~.. , 

.~,<.; . ESSENTIAL 'AGRICULTURAL NEEDS HAVE.. BEEN RECOGNIZED 'AND ARE ,., .. ,:. 

:< BE I NG: r-1ET·iw THE PRESENT' CURTA! LMHIT PR lOR I·TI ES OF THE' FEDERAL 

:.' P~WEr. tOMM'IS'S!ON", FURTHERMORE~ :SECTION 5),: A'RGUA~LiAliTHORIZ~S···' 
. . . ' . ..,' '",; . .... '.' 

. . 

. ,';' 

.J BETWEEN' P·.l P'ELINE(, 
-. "',. '. . . . "..," -. ,;' . : . '. . .' .'....... '. .' 

..1.. FEEL THAT AUTHORIZING THE -SECRETARY OF AGRICULtURE TO ALLOCATE 
..... .-' - . . . '­ . 

/. 

:'." -~ -­ --~ ',NATURAL .GAS WOULD BE-COlJN j'ERPRODUCTIVE AND 'COULD-ONLY RESUtT_ :---­
~~. .' r. " • • _ _. • • • 

. .' . 

- I'N-FURTHER COfvlPLICATIONS TO AN ALREADY DlFFIC.U,=--T PROB,LEt':1, ..:~- . 

'~-.:-.-~'~ ~.:~ --::---f ~E -Ph' J: SJ:Nl :MR ",'1=; '<~Y~~;';:~EM-=-I C' ~ S~ F~F-IC:1HiT- -'~~~i~]:-T~~E~S;Nl'-i-:\; ­ ~-~:. ~'~ -
'_ ._-:_: __-_~.----.--.---:.. _' .. ~.:- .. _ ~. J.V\.iI_.. ==._~:.,.____ ..J~ ____ .. , ~ .. 4. , ___ '~_:.~~__-.!_ . ___~.--- ..l--.• ~_. ___.~-_._ 

•
_C~::::- --. _ -_-:_. _ AGR-l CV~TuR,';~ ;~[LL::;';i~~;-'~)~:GlJi..J ;~iJ!'-Dc- I AMr)ERlt'·~"H-T~--~3· -;i p::~: .-- .. -.'~-" 

- -­ --~'- - ~-- - -.-_.-­ .~. -.­ -­ -

, -
'." 

",. '" 

- - '. -.­
---~-~---:l "~'-'--

- - _. 

. '­
- --=---:­ ~--:...=: ':"""* --:.-~~-=.-- . -,- ="=.. --_..::... ---­ ... 

. FURT~~RM0RE)'THE V~RY NATURE OF EMFRGENCYLEGISLATION 

AND I BELIEVE SHOULD BE DELETED, . 

. -

RE~O;) RES .' 
'.~~\ . 

.. ,,,;1
.........: 

,/
.,/....," 

""".~,,,.. . 
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PROHIBITION OF USE OF N~TURAL GAS AS ·BOILERFuEL 

SECTION 6 OF H.R.· 9464 WOULD EXTEND UNTIL JUNE 30" 1976" THE. 


: RECENTLY EXPIRED AUTHORITY UNDER ESECA TO REQUIRE ELECTRIC 

• I 

UTILITY ·AND MAJOR INDUSTRIAL BOILER CONVERSIONS FROM 

\ 
NATURAL GAS OR O'IL TO COAL. THIS SECTION WOULD ALSO PRb~ . 

_ 1 

,Hin-iT NATURAL GAS' USE .BY E~ECTRIC GENERATI,NG SYSTEMS" I.F '; ; 

l·;;\ .. /; . SUCH PO.WERPLANTS HAVE THE tAPAB'1 Ll TY: TOCO~V'ERT' "TO PET~()L\iUt~-:·, 
.' I .. ' ,;\. :',' ....... 
 I; ....·1".·<: -t..'..! '. 

i 'j I 1 . 
. .' . . I '. f 1 j' : . i 

.' . TFfEFORCEQ . ELECTRH~ UT!I U;TY GAS: boh LER ICONVERS:IOi'~ ·kEC"T.lON }." 1 
• ,:: J ',;' " i . " i· ". ." .., 

.' 'QF H. R~ 9464 WOULO HAVE A L.lM ITEl) . IMPAC T FOR TH I 3.wniTER,"S'.. ', :::'.'-~ " 
~ .......... "'~' ..-.' '.' ,..., .' -'-:' ,.' ".: "':'. '.. ';. :'.<,,~, ,,,. ".- . 


,-. ,- .. ' ; ,,' EXPECTED' CURTA I L~iENTS BECAUSE uF.·tHE: AI MIN I S.TRATIVED In:: I ~ , ":. . 
. . '. .j . 

. ;" '., . CULTIES I.N r~ANDATING 'tONVERSIO:~S" THE'LIMITED EXISTENCE OF,' '., 
.". • .~ '. -~. • .. _ _ " t .',. -. ,_..' _ • • .. • ~." ._ 

.." .. ,~A:LtERt-JA 'riVE, FUEL· BURN I NG CAPAB ' L I TY" At~D THE· D If F I CULTI ES' ,.:':- •. ~, '" 
. 

. . ~-
'I N TRANSPORT I NG 01 L TO THE PO un OF USE. ...,. 

. -.1 :,. 

, 
'j .. ,.' .... .~"-' .. , ~ ~ 

.~~":'. :.~,THI\S SECTlON FAilS ADEQUATELY'~O ~iNTEGRATE THE.j~P·I·L .'_ 

._,:':_~·:·:-CONV'ERS·ION'~ AUTHORITy'IN 'Sl]BSE(:TION' (AY \'lITH THE ,ESECA"'c~~ ;," .. 
. ~ ~ -.: '" 

PROGRAM" LEAV I NG IT UNCL;:AR ~/Ht::THER COAL OR 0.1 L CONVERSION 
. - - -~. . . - ~ - ­.. 

~. ~:-"'~~~<'IS .'_TG_·n2,"~ORj)E·R~l'.Wi1~~i: '~:JT!1'WOULD -B!:'..·P{)SSlRLE. ~.(I.. 'N!jf'<m!:R~ '0-.-=.: '~-~~~'" ---. -"'-~--' ,- - . - _. ---- . '-._.- - -- - . - _.._. -- ­
:: , ,,'-'~ ... - .. 0 ~ ', .. -i~ - p,·~tt",. r ,.;:.. T~' ~ ",.=.'.. ~, L- :: LI ~':.! Cj;' ';~,r) 1~ ('[-' E p'A~'1 . 1E' (:. BE -.L/t- c-N....'··H ~ 'u'~; '. - -' -' ...--:' .... , 

_ ." ~_J (1._ • ___:0' VI\ ............. _. C.J.~i\'- __ ,,,,,.,. I~_,,",,~ ~_ "'.' ~ _ _ lL _._ _ _ 


~--:.:..--~ :·~_SO:N:'~~S~-ON·-.l\UT~l;R~ry'.. I'N -iECTIl~~.5'(A) AND ESECA' SHOULDE[ ~-.~,~-=,:";,, 
~ ~ _...... - . .- - "'-' -"--:. ''':' --- - .. - .-- - - - - - . - - - . - -- - - - - - . - ~""""'':''''-"'''""'-.....~ ­

EL I~IINATED ~o AS TO '"AVOID UNNcC2S~AR\' IMPlE~1ENT,~T'lO~! 11j:~;~s;;;\"~> 
~ " ::zt" ~~~- . 

. " ',J :" 

. , ~~. 

/ 

TIES INCLUDING CONVERSION OF MAJOR FUEL BURNING JNSTALLAI1UNS 

.~ . 
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TO OIL IF COAL CONVERSION IS NOT FEASIBL!. SINCE THE IN­

DUSTRIAL SECTOR USES AS MUCH OIL AS THE ELECTRIC UTILITY 

SECTOR} SECTION 6 SHOULD BE EXPANDED TO INCLUDE THE MAJOR 

FUEL BURNING INSTALLATrONS} AND REVISED TECHNICALLY TO COMPLE­

MENT'THE PRIOR LAW AS DOES TH~ ADMINIST'WATION'S'. PROPOSAL. 
'1 

I 	 . .
WH l:lE\C0N St)MPi;ION .. IN 1HE E~E~TB I <rUT 1~m sECT.D~is.3. 5.oTc.;P.' ..·... .... . 

; NOT ·A~L OF' THI S Af>10UN1r COULD POTENT I-ALL'W BE CONVERTED, TO ':OJH~R . '. " -' 	 . '.. . 

iFUELS. THE FED~RAi~ POWER COMMISSION HAS ONLY COMPILED DATA 
:1' .' .' .;' ~. .. '. ".' ..' ,.' . . . . . .\ . '. . ' 

'j .: CClNCERNING ELECTRIC GENERATING' PLANTS Inl THE WEst-SOUTH -':'. ',' 

.: • C.~NT~AL REGION, BU{T~EY$1ATE TH~T 17'LARGEipOWE~ PLA~T~-.:
:' 	 : '. ,.- ': .. :.. ~.-:,--:.--.'.:. - ':'"' _.,' ,. \~.~.,~ . ­

·.COUl~D RESU,LT IN AtiliUAl.. SAVI'N'GS Of 180 BtF. AS'MENTIONED'ABOVE},'.
,.' 

;
i 

. iNCLUS'ION'OF' MAJOR FUEL 'BURNING JNSTALL~TIONS COULD RESULT" 

- ........-~.~ .~. -~'-~'~~ '.: 
.. ­IN EVEN LARGER ANNUA~·~AVINGE.· 	

','" 

..... ".­

~. 	 As I HAVE ALREADY DISCUSSED} WE DO 'NOT 'irHINK THAT .AUTHORITY 

TP:.'MAWJATE BOILER FUEL CONVERSION 'FROM J!iATURAL GAS.TO ALTERNATE' 

'FUEls I'S EXPECTED TO, HAVE,'A S!GNIfICANT EFFE(r-JH'IS WINTER'} 
_. -- - . ---'~-- -	 ' 

BUT COLILD BE EXTRH1EL.Y USEFUL TO MEET N;EXT YEAR'S' SITU-At! ON • 
, 

, -	 v_._--. __ -- /--- ..--------- - -' ----.:....­- ' - ---. --' .-	 - -- --. - - - - - - - --, - ­--- ~. ."-- ­

:':~~ __-~~-~:Jt~EK'E·-~r~6S~ ~~~i~' sbM-E:-,Q"~SI~~:~~( .'\~?Q~ 'f~..~riM r~'! sl~~~i~i.0r(~.f }-~.~~ ':-~-~'~-:<~.,-~:. 
-

- -.', ~, .- .~~,~' _S-~f~U'LJ) ~,~,,A Ny"DOUSf:\S ;6=rL~,·'~~ L.0!"\~ ITf'?I!EN1'T;-,'t{~f~- ~PRCJG-R-;'.M; '--'-' ­
-	 . - -:. - - ~ - -= - -~ ~ -- ~.~ - - - .~ - -- - - -- -.:... ' - - - -- . - - ­

OR.OUK AB I L I TY 10 CARR" Ff-QUT. 

• 
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OBTAINED IN ADMINISTERING OUR COAL CONV~SION REGULATORY PROGRAM 

UNDER ESECA. 

PRODUCTION OF GAS AT THE MAXIMUM EfFICIENT RATE 

SECT I ON 7 OF H. R. 9464 WOULD REQU I RE ,HAT PRODUCT I ON FROM' 

DES I G~ATED'NATURAL GAS FIELDS' OCCUR AT mHE MAXIMUM EFFICIENT' 
'. 1 , '. . ~. . 

L·' .. ' -:-,~~. 'RA"tEJ ·~AND WOCJhD PR()V II\E :AUTHOR:ITY;TO:' ~ORIrER PROD:9C:TI:~r~'):;By:1E :" ,..... ..~'.,. r..., ;'.' l-.-. '. , 1".. ..: ,.... '. " .; '., :1 
:.j 'THIS. WEVE.L'ON· A TEMPORARY EMERGENCY·BAS]$. WH I l{'W~"'A~R~:":~": ..... 

, . .. , 
4 ;NOW STUDY I NG ~THE,· MER ITS OF TH I S PROY I S I au J WE QUEST I ON .... . 
~. J :. . .' . ~. ( .' - ':. "'.'.' ':' , , '" ." . .' ... :: '. 

'. i:WHEn-fER TH I S AUTHOR I TY WOULD. PROV I DE ANY I NCREI.\SED PRODUCT ION: 
,i . ..- . . .' .'. 

.~ 'DURIf~G THE ElhHT~MONTH DU~AfIf)N OF' THE BFLL.14E ARE.. ··\/[R'/CO~"C:~R~!En 
.. ... •.. T~AT.: THE BOND I NGAND I NDEMN I F I CATION REIllII I R Er~ENT~ OF ·SEcr·I 6~ ... 

'-... \ 

"7(t)(3) A~E 6F ~~CH POTENTIAL ECONOMIC LDABILIT~ THATPRlbRIT~: 
. . ... . . ~ . 

PURCHASERS WOULD BE MOST RELU:TANT TO P~CHASE A~Y GAS ~RODUCED 

ABOVE MER. 
w..t' • .' ._ 

" 

PIPELINE INIEeCONNECJ~ .......... 


":-SECTION 8. OF'THEH. R•. 9464 AUTHORizE'3 THE FEDERAL PowER 
-

:-.' 
. 

- ._­
. . . 

- - .". - ~. fcrvlMI~~Ia'~ TO ")IRr:rTII~IV nwnt-: i ;11/ .... Tf, t. ... T/An; rr-~I ~I":-:Frn·c.lc-'~_c.="",,:: 
..., I - _ -- _ ; _. _ I .... , - -- •..-. , ... f ' .. ~ ~ ~ I .. , _.-' ~ -' u I '!.) l- ~. J ••- _. ....,,. 1\ L-~- . +- __ ~___ __ 

~ - - - -' 

.' ':"--::,,-.... '-:'l"r:;·I~EP.i~·~""r.:l=rl'·i'-J"1 ·5~Tl.. c·I=;.I",,~~vc.::};':"t.·-r·~I:I~'''t. .,.7y·'''_'=' ..... ~!':,~TU~:<· :.. .. ~ ...,.~CIlfY>'i 
.. ~- :'" .. _JI'C:,_~ .~ ._ .• __ .'t; •. ~4' • I '\-, 1-.'. t::tJ..IL._I. _.. VI. __ .\~~. v.r.~." _~ ' ... .-~ . - ..: - ~ - . .'.' 

_ ._~V· .. _:- _ ._. __ 

-"-. ~ .'. -"'P !PFL i NE' AND-Tt) AF'?9RT I Ui~ E~~iT.ABLY - TI:iE [OSTS'~Ot' '0NY' S(JCri ' 
~ -~ - -­
-' , . ~'- ·">t' ·~;:~;f8-~-,r,~ ~T \'il~1 S'~J'~H--E' .p ~ PEl 1NE .;·iJD JO K...Tm PR ~ O-Q.::T.:'~Vc·~IJrC.~ASE-R S. ._.'~ ".­

- ~-.: .! -".', ,I.. .- •.•.. ao. ' .• ' •. ".""' .......~.~.' .. " '/~~'i2:>' ,_ 

tHI:SSECTION At->PEARS UNt cCESSARY TO IMPLBnENT THE SHORT.~,%£'hM'!(.I~\

·"····U 
, "'~ , 

• 
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IN SUMMATION J MR. CHAIRMAN J I BELIEVE THATJ ON THE MERITS J 

THE ADMINISTRATION'S BI.LL WILL PROVIDE NE'EDED AUTHORITIES 

WHILE H.R. 9464 IS OBJECTIONABLE IN ITS' P:R<ESENT FORM. 

My STAFF AND I ARE READY TO MEET AND WORK WITH YOU IN A SPIRIT 

OF-COOPERATION SO THAT WE MAY SEE THIS URGENTLY NEEDED LEGIS­

~ - LATIO~ ENACTED. INTO LA~. 

r:"" 	 --'---. '. ~j ~ ,t ". . ~.; - -. .~ '. "; ,'..--..- . ~-..:" .,' ..•. ...'-- ­'. - -.} 	 ­ .,: _."11 	 ... ,MR.·: CHPi<MA~L ··F.HAT, CON(\LUDESMY' P.~EPAR~ 'I!EMAR KS ,~"I~OU LD:~:;-': . 
a 

, BE HAPPY TO RESPOND TO :ANY QUEST IONS WH ICHI YOU OR MEMBERS' . 

; ,bF 	 THE COMMI·d·EEMIGHT HAVE. ',. -: .. . :' " " ." .": 
~ ,." 	 a,."" ..... . .. 

. J " • 
., 	 . . 

.' .. ". -" ~.. ­
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• : •• " ~ ," ,. ,-" +-~ • "", 

'. 

.. 
.. .~ ,.~'. . 

': .. ' ." .... -: ~ 
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