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MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, T IS A PLEASURE
FOR ME TO BE WITH YOU TODAY TO DISCUSS LEGISLATION WHICH
IS NECESSARY TO MINIMIZE THE ADVERSE EFFECTS OF NATURAL
GAS SHORTAGES THIS WINTER, THE COMMITTEE HAS BEFORE IT
SEVERAL DIFFERENT EMERGENCY LEGISLATIVE PROPOSALS DESIGNED
TO ALLEVIATE THE SHORTAGES, AND [ WILL DISCUSS WITH YOU

‘BotH H.R. 9464, 1NTRoODUCED BY MR. DINGELL AND MR. STAGGERS,

AND THE ADMINISTRATION'S LEGISLATION WHICH WAS SUBMITTED ON
SeEpTEMBER 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, SUCH AS THE ATLANTIC

OuTer CONTINENTAL SHELF AND ALASKA, AND A MAJOR SYNTHETIC

FUELS PROGRAM CAN INCREASE LONG-TERM GAS SUPPLIES, THE
ONLY EFFECTIVE LONG-TERM SOLUTION TO THE WORSENING NATURAL

AFAS SITUATION IS THE DEREGULATION 'OF WELLHEAD PRICES OF NEW _. -

NATURAL GAS. DEREGULATION WILL PROVIDE THE NECESSARY ‘
IN ENTIVE FOR {NDUSTPY’*O E‘PLuRc FGR AND PRODUCE MORE GAS.

*_,WJTHJUT DEREGULATION, [T WILL BE NECESSARY TO PASS SI (MILAR M'“"
 __EMERGENCY L GIQLATION EACH YEAR TO DEAL WITH SHORTAFES

N AR



WHICH WILL ONLY GET WORSE, EMERGENCY LEGISLATION CAN ENSURE
MORE EQUITABLE DISTRIBUTION OF EXISTING SUPPLIES, BUT NOTHING
SHORT OF DEREGULATION WILL ACTUALLY INCREASE THE AMOUNT OF °
NATURAL GAS, EVENTUALLY AVAILABLE TO CONSUMERS. Ag YOU KNOW,
IF WE HAD ENACTED DEREGULATION WHEN IT WAS FIRST PROPOSED, IT
MIGHT NOT HAVE BEEN NECESSARY TO MEET HERE TO DISCUSS THIS
SUBJECT TODAY.

ENACTMENT OF THE ADMINISTRATION'S SHORT-TERM EMERGENCY
LEGISLATION, HOWEVER, COMBINED WITH COMPLEMENTARY ADMIN-
ISTRATIVE ACTfONS; WILL HELP SIGNIFICANTLY IN COPING WITH
THE IMMEDIATE PROBLEM. THESE ACTIONS, TOGETHER WITH STATE
AND LOCAL INITIATIVES SUCH AS CONSERVATION, 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, WHICH WAS COMPLETED IN AUGUST,

1 WOULD LIKE TO SUMMARIZE BRIEFLY THE RESULTS OF THAT STUDY,

AL GAS CONSUMPTION HAS GROWN DRAMATICALLY SINCE WORLD

>
-
|y
X

War 11, anp now suppLIES ABOUT 30% OF TOTAL U.S. ENERGY
© REQUIREMENTS, INCLUDING 40% GF GUR NON-TRANSPCRTATION ENERGY
NEEDS. OF THE APPROXIMATELY 22 TRILLION CUBIC Fcﬁﬁtg
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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

BY THE FEDERAL PowerR 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
AREAJ WHEREAS 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 357 OF TOTAL NATIONAL DEMAND, OR ABOUT / TCF PER YEAR.
NINETY PERCENT OF ALL INTRASTATE DELIVERIES ARE IN TEXAS,
LoursiANA 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

. SECTOR, 34% FOR ELECTRICAL GENERATION, AND 5UZ BY INDUSTRIAL™ -~

- USERS, T G Tl I T L g T R

AT THE SAME TIME, NATURAL GAS REQUIREMENTS HAVE EXCEEDED - %;

- e

DELIVERIES BY AN INCREASING MARGIN, RESULTING IN GROQ&QG
\-..

CURTAILMENTS OF SERVICE OVER THE LAST FEW YEARS. 1IN 1970,

CURTAILMENTS WERE 0,1 TcF, OR LESS THAN ONE PERCENT OF

CONSUMPTION., By 1974, CURTAILMENTS INCREASED TO 2.0 TcE,




NV»ECONOM I IMPACT ARE ThF Mip- ATLANTIC STATES. (FROM SOUTHERN.
- New- YORK To SouTit CAR INA) _AND SEVERAL MIDDLE JEST[RN ~l;
STATES (OHlo, WesT VlRGlNIA; AND KENTUCKY) . - 'f‘vwk§’

Y-

oR 10%7 OF CONSUMPTION, FOR 1975, THEY‘ARE FORECAST TO

INCREASE T0 2,9 TCF OR ABOUT 157 OF CONSUMPTION, WHICH REPRE-
SENTS A U457 INCREASE OVER 1974 CURTAILMENTS.,

WITH NORMAL TEMPERATURES, WINTER CURTAILMENTS ARE EXPECTED
70 BE 1.3 TcF, UP FRoM 1.0 TCF LAST WINTER. A VERY 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 C€ONSUMERS SWITBHRED 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 EXISTING FEDERAL
Power CommissioNn (FPC) AUTHoORITIES. THIS YEAR, WE ANTICI—

- PATE THAT THc AR \S 'IKLLY 70 EXPEQIENCE TIE GREATEST

EcoNOMIC IMPACTS THIS WINTER WITHIN A STATE w1LL“heA+N//

" 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.OF ECONOMIC
ACTIVITY, FOR EXAMPLE, IN NORTH CAROLINA IT IS EXPECTED THAT

|
LESS THAN U7 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 NATURALVGAS CURTAILMENTS, SOME INDUSTRIES WILL
SWITCH TO ALTERNATE FUELS, PAYING HIGHER PRICES FOR THE ALTERNATE

'VFUEL.' THOSE PLANTS THAT 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.

' .

1INIS oN's PRoPOSAL

1 WOULD LIKE NOW TO TURN'TO THE. LEGISEATION WHICH THE

b

~ ADMINISTRATION HAS PROPOSED TO MINIMIZE THE 'ADVERSE EFFECTS
'OF NATURAL GAS CURTAILMENTS IN THE NEXT TWO HEATING ‘SEASONS.
- THE ADMINISTRATION HAS SUBMITTED S. 2330, THE NATURAL GAs
EMERGENCY STANDBY AcT oF 1375, CONTAINING THE FOLLOWING

MAJOR TITLES: _' - ‘“ L ;,i R L

‘THlS TITLE wou AMLND TdF NATLRAL GAs ACT TO'PROVIDE s

EXPLICIT AUFHORITY FOR JNTERSTATE PIPELINESEW{TH<4ESUFFITLENT,_ 7
NATURAL GAS TO MEET THE REQUIREMENTS OF THEIR ﬁIGH PRIORIT{
CONSUMERS BY GIVING THEM THE OPPORTUNITY TO PUR\JASL NATURAL

rm, .ﬂ"

;GAS,AT~MARKET;PRICES 'FROM -INTRASTATE-SOURCES , FROM: ‘GAS:"



-f:_iSTATE SOURCES AT MARKET PRICLS AND TO" ARRANGE FOR ITS

"—‘AUTHORITY WOULD EXPIRE - JUN: 30, 1977’ T T

'INILRSIAIL uAS PRILL |O OBTAIN ADDITI JML QUANTIIIL‘

-b-

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
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 ASEMUCH As 200-250 BILLION CUBIC FEET

: OF NATURAL GAS COULD BE MADE AVAILABLE TO THE INTERSTATE
- MARKET IF SUCH EMERGENCY SALES WERE PERMITTED.

TITLE 111 —4"CURIA1LED CONSUMERS‘EMERGENCY NATURAL'GAS'

Purcases Act o 1975

~ TH1S TITLE WOULD AMEND THE NATURAL GAS ACT TO ALLOW HIGH

PRIORITY CONSUMERS OF NATURAL GAS WHO ARE EXPERIENCING
'CURTAILMENTS TO PURCHASE NATURAL GAS DIRECTLYEFROM INTRA-

-TRANSPORTATION THROUGH INTERSTATE PIPELINE SYSTEMS. THIS

NOULD PROVIDE AN ALTERNATIVE TO A SHUT DOHR DUE TO LACV OF ‘

- NATURAL GAS. 1w
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.THE FEDERAL Power COMMISSION HAS RECENTLY ISSUED AN ORDER
(Orper NumBer 533, Docket Numper RM 75-25, Aucust 28, 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, AS THE FPC ACKNOWLEDGES IN ITS ORDER,
" LEGAL OBJECTIONS MAY BE RAISED WITH RESPECT To THE FPC's -
AcTION. THIs TITLE WOULD PROVIDE AN EXPLICIT STATUTORY
- BASE FOR THIS’ACTION,,WHICHCOULD'PROViDE AS MUCH As 50-75
_.-BCF TO HIGH PRIORITY END USERS. -
P ! i o | |
[ HAVE HEARD SOME CONCERN EXPRESSED THAT BIG [NDUSTRIAL
- END USERS WOULD BID HIGH, THEREBY TYING UP ALL OF THE
AVAILABLE GAS AND RA1$1NG THE PRICE TO AN INORDINATELY
© HIGH LEVEL. . EXPERIENCE UNDER OTHER FPC EMERGENCY PROCE- -
DURES DEMONSTRATES THAT THIS WILL NOT OCCUR BUT THAT,

INSTEAD, PURCHASERS WILL PAY FOR A COMMODITY: ONLY WHAT IT
' . -
. IS WORTH. b

- L CTaree IV - LMERGENCY ENERCY SUPPLY "AND ENVIRORMENTAL o
| COORDINATION Act (EQFCA) AMENDMENTS OF 1925

- e——

;1,-~a5;i._Tuls TITLE,EK EN ts !Ht RECENTLY EXPIRED. AdTHORITY TO‘ALLOW

--—' o T h C.

L= =T Fe DERAL
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,A‘. (ISTRATION ‘TO REQUIRE ELCC1QIP4;{QL_;if,W

‘__,foTTLI Y»AAL~INDUSTN1AL_BOILFP CONVERSIONS FROM NA1URAE—GAS -

OR oIL TO CoAL, THE TITLE ALSO PROVIDES ADDIT]ONAL STANDBY

. AUTHORITY T0 RFQUIRF CONVERSION FROM GAS TO OIL WNERE Q@AL

7 !’
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" NO ALTERNATE FUELS ARE AVAILABLE.-
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THIS WOULD PERMIT 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

IN THE UNITED STATES 1S FOR BOILER FUEL USE, AND THIS USE

1S ABOUT EQUALLY Drvibéb BETWEEN INDUSTRIAL BOILERS AND

ELECTRIC UTILITY GENERATING STATIONS. BY CONVERTING THESE
BOILERS FROM NATURAL GAS TO OTHER FUELS WHERE PRACTICABLE{

I'NATURAL GAS CAN BE FREED up FOR HIGHER PRIORITY USES WHERE

- Timee V. --  PropanE STANDBYLALLOCATION'ACT ofF 1975

THis TITLE PROVIDES AUTHORITY TO ALLOCATE AND ESTABLISH

REASONABLE PRICES FOR PROPANE DURING PERIODS OF ACTUAL AND ~

THREATENED SEVERE SHORTAGES OF NATURAL GAS, 1T IS INTENDED .
7O ASSURE AN EQUITABLE DISTRIBUTION OF PROPANE AMONG HIS-

PROPANE FOR ESSENTIAL AGRICULTURAL PURPOSES, AND INDUSTRIAL "~
.~USERS WHO NEED PROPANE FOR FEEDSTOCK), AS WELL AS TO CUS=

© TORICAL USERS AT REASONABLE PRICES (SUCH AS FARMERS WHO USE

IOMERS :xpc :tNCING NATUKA' GAS~CUR!AILM5NTSw-,?¥if~fli*f;;:"““

BECAUQE OF THE NATURAL GA“‘SHORTAGE, LARGE UTILITY AND -

/

:::‘. oo ’ "‘\

et

!\;‘

’I

u'

", N

-“NDUSTRIAL GAS USERS WHOTARE CURTAILED MAY SWITCH TO PROPANE
"THUS DIVERTING LARGE QUANTITIES OF PROPANE FROM HISTQRICAL
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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 1S ESPECIALLY IMPORTANT CIVEN THE

FACT THAT MANY RESIDENTIAL USERS ARE ON EITHER LOW OR
| FIXED INCOMES.

FINALLY, WHILE THE EXTENSION OF THE EMERGENCY PETROLEUM
© ALLOCATION AcT WHICH WOULD ACCOMPANY AGREEMENT ON A
DR:COMPROMISE PHASED- DECONTROL OF CRUDE OIL PRICES WOULD

CASSURE THE EXISTENCE OF THE NECESSARY AUTHORTTY OVER . .

PROPANE, IT SEEMS MORE "PRUDENT TO INCLUDE PROPANE ALLOCA-
TION AS PART OF THE- NATURAL GAS EMERGENCY LEGISLATION - - . -
~ WHICH THE HOUSE SHOULD PASS.

I

AummJ_ELRAI_L\LE_AﬂmNE

THE PRESIDENT HAS DIRECTED THAT CERTAIN ACTIONS BE TAKEN

“ilfJil'- 70 SUPPLEMENT TRE LECI LATI“"'RRJEOSALS AH HAVL*JLST*“E =

= .. . ,__._-\.__._,‘*‘,' ~

T -‘*DISCUSSED. NESE ADM"NrSiRAT VE ACTIONS 1N EE—T"EZ;:EfEf5§f*~

'
'1_"I

it

T —;‘ FQI‘..LO_WINC' - - -—- L _ - ‘_‘: '-T—- ) —‘».* T -'-.=_' B - -.' " vf_-

—~— - - Py ——— =

ToeT 1""‘6'"?’LSTABLISHHENT OF- A N\TURAL GAs TAS&'FBRQE IN- T

THE FEDERAL ENERGY ADMINISTRATION TO PRGMIDE

pNT N~ ACYAL

LOVERN

" AND THE PUBLIC AND TO COORDINATE LEGISLATIVE
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AND CONTINGENCY PLANNING ACTIVITIES. THE WORK
WHICH THE TASK FORCE MUST DO IS SO IMPORTANT

THAT | HAVE ASKED MY DEPUTY ADMINISTRATOR,

JoHN HiLL, 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 PRDBLEM% |

AT ALL LEVELS OF GOVERNMENT.

| AN INTENSIVE PUBLIC EDUCATION PROGRAM EXPLAINING

fTHE NEED FOR CONSERVATION AND HOW TO REDUCE

T:NATURAL GAS-USE.‘ THIS PROGRAM IS BEING COORDINATED

BY-THE FEDERAL - ENERGY ADMINISTRATIDN IN CONJUNCTION

V'NITH THE DEPARTMENT OF COMMERCE, THE FEDERAL PowER

VCOMMISSION, AND OTHER AGENCIES OF THE GOVERNMENT.

THE FEA, FPC AND . THE DEPARTMENT OF THE INTER10R

'-:NWILL ENCOURAGE ALL PRODUCERS T0 PRODUCE AS MUCH o

INATURAL GAS AS POSSIBLE, EVENiFROM MARGINALLY,T

B ECONOMIC WELLS. _' f R P

THE FEDERAL PGWER_COMMISSION—MONITORS STORA’E OF

NILL WORK IN CONJUNCTION WITH THE FEDERAL~ENERGY
ADMJE TRAIION FO<MONITOR ALL INTER AND INTRASTATE

PIPELINE STORAGE.,

INTE STATE PLPCLINED, AND BEGTNNING OCTOBER_S“'.€~;732
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0  The FEA AND THE FPC WILL UNDERTAKE A REVIEW OF
CERTAIN ELECTRIC UTILITY PRACTICES WHICH RESULT
IN UNNECESSARY CONSUMPTION OF NATURAL GAS.
0 THRouGH THE. TASK FORCE, WE WILL INCREASE_COORDINATION
BETWEEN FEDERAL AGENCIES AND STATE ENERGY OFFICIALS.
- ADMINISTRATIVE ACTIONS TAKEN BY THE FPC, FEA, STATE EhERGY
'»_OFFICES AND OTHERS TO EXPEDITE THE CERTIFICATION AND c0N- _E7-ﬁ
STRUCTION OF NEW PIPELINES, TO REDUCE INEFFICIENT NATURAL’~"’
.GAS USE, TO ALTER INEFFICIENT ELECTRIC UTILITY PRACTICES;
- AND TO ENCOURAGE PRODUCTION FROM WELLS COULD RESULT IN AN.

'ADDITIONAL 100- 200- BCF OF NATURAL GAS FOR'ESSENTIAL USEs.’f”ffl;f

THE EFFECTS ON SUPPLIES AND PRICES

T-'.IF CONGRESS AMENDS THE NATURAL GAs Act - T0 ALLow 180 -DAY
EMERGENCY SALES OF: NATURAL GAS BY PRODUCERS TO TNTERSTATE
 PIPELINES AND ALSO PERMITTING END USLR PURCHASES OF NATURAL
GAS FROM PRODUCERQ, IT 15 FXPECTED THAT SOME 200 350 Ber LT

'.OF NATURAL GAS COULD BE MADE AVAILABLE TO SUPPLEMENT CURRENI

;f?ffe- INTFRQ“AIF QUPPLIESL,MSINCF THIS WINTER' s CUR AILM NTQ AD—-4:§¥T»T

~i:BV QDWE 300 BCELOVFR LA“T VEAR 9

EXPEFFID‘TO II.U‘l

e et

{:1f; 7 CURTAILMENTS, THE ADDITIbNAL»NATbRAL GAS™AVAILABLE FOR. E:% S

"_f‘"'INTLR°TATE USE UNDER THESE PROPOSALS COULD PREVENT |HIS =
K WINTER S LURTAILMENTS FROM- BEING SUBSTANTIALLY WORSE THAN

e
TERG
!
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WE BELIEVE THAT THE PROJECTED ECONOMIC IMPACT OF DIVERTING
PERHAPS 300 BCF OF GAS FROM THE INTRASTATE TO THE‘INTERSTATE
| .

MARKET IS MINIMAL. THIS IS BECAUSE THIS ADDED DEMAND ONLY

AMOUNTS TO 3-4% OF THE CURRENT INTRASTATE MARKET,‘AND BECAUSE

THE RECENT SOFTENING OF THE SPOT MARKET INDICATES THAT THERE

IS EXCESS ‘GAS AVAILABLE. _ |

'ADDITIONALLY, INTRASTATE PRICES WOULD -BE RESTRAINED BY . '

LONG-TERM CONTRACTUAL ARRANGEMENTS. BASED UPON THE 1973- o

74 EXPERIENCE, GAS WHICH MOVED UNDER THE EMERGENCY SALE PRO-""

VISION, (ABOUT 200 BCE) WHICH ‘SOLD FOR AN AVERAGE PRICE OF

51¢/McE 1N 1973 INCREASED To 64¢/MCE IN 1974 THESE ,‘f
'SPRICES REFLECT THE MOST" VOLATILE COMPONENT OF THE SPECTRUM

OF INTRASTATc SALES. PRICEs, AND ALTHOUGH SPOT PRICES OR - |

PRICES FOR UNCOMMITTED GAS wOULD BE_EXPECTED TO INCREASc -"5';{,;'
| BY A COMPARABLE AMOUNT THIS wlNTER, AVERAGE INTRASTATE - |
~_ PRICES WOULD ONLY HAVE A MINIMAL INCREASE. |

-~ . - - co. - -

THE 180 DAV EMERCENCY RAL S TO INTERSTATP PIPELINES ATA-;L__V:

UNREGULATED PRICES WOULD HAVE LITTLE COST IMPACT ON ALL

C.iz:- CONSUMERS U;;NQ!“FHL ‘HS»—.IHC PIPELI\ES WOULD bE_ALLuWEDf-_Li:?'

= -TO AVERAE STHE- H.UH_R!CO

‘l

s “TREY THAVE: PbRCHAbE[ uNOrR LONG ‘ER - Co NTRACTs.Z:S'NCE THET -

EADDITIONAL VO UMES ARE SMALL IN PELATION TO THE TOTAL GAS ;

-"fwg\.

ST“CARRIED; END USERS ARE NOT EXPECTED TO EXPERIENCE SIGNIFIC@ T

FUEL COSTS TO END USERS PERMITTED TO PURCHASE GAS IN THE

B '?'Tnf"‘"STf' MAR‘VF" H!; L- \,'!\pv ," rﬁp;y:p\, -0 HO“' mcq TH"" e

";AS h;.HLTHL REGLLAT"D VOLUMFS ;lf]
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TO BUY AND WHAT PRICES THEY CAN NEGOTIATE. WHILE INTRASTATE
;PRICES MAY BE CONSIDERABLY HIGHER IN SOME INSTANCES THAN THE

REGULATED INTERSTATE PRICE, THEY ARE LOWER THAN THE PRICE OF

ALTERNATE PETROLEUM FUELS,

(PRICE DATA ON INTRASTATE GAS IS DIFFICULT TO OBTAIN, BUT
AVAILABLE INFORMATION INDICATES THAT LARGE BLOCKS OF NEW
'INTRASTATE RESERVES SELL FOR BETWEEN $1,00/McF AND 51, 25/MCF)

MoRE IMPORTANTLY, ACCESS 0 THE INTPASTATE GAS IN MANY I- g,A.

_AAINSTANCES WILL MEAN THE DIFFERENCE BETWEEN SHUTTING DOWN

OPERATIONS OR KEEPING THEM OPEN. THIS IS ESPECIALLY TRUE

|
- FOR THOSE WHo, REGARDLESS OF ITS PRICE, MUST HAVE NATURAL A

’ 'i

GAS AS A FEEDSTOCK OR IN THEIR INDUS’RIAL PROCESS.;

- §
- . . . -* - l
N

THE ADMINISTRATION S BILL WILL GIVE US THE AUTHORITIES

NHICH WE NEED WITHOUT UNREASONABLE OR UNNECESSARY REGULATION -E-“

OF THE NATURAL GAS INDUSFRY, AND T URGE 1TS - IMMEDIATE
PASSAGE. o fi L }“'[11 L ‘

l E
‘ ’.;_.'g-__-;‘f |+r.R —9q64

: I WOULD LLKE Now TO TURN T0. H R 9464 THE LEGISLATION -

- -

la

S

!pﬁEssiﬁfjﬂﬁisAMﬁf‘ﬁﬁfﬁib EAP OBLEM AS‘DOES*IHE f?i‘{*f~’i¥l T

1
I
Nl
3
2
N
ey
= e
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»—l-,x |
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_AND f»‘CONTﬁINS SOME PROMISIONQ OF- =T

- REAL MERIT.- HOWEVER, THE BILL INCLUDES SEVERAl UNALCEPTABLE

"PROVISTONS AND. RAIQFS MA. IOR ISSHFS THAT WARRANT FIIRTHFR\

o X

TO DEVELOP EFFECTIVE AND MUTUALLY ACCEPTARLE LEGISLA$¥6N‘TO
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'DEAL WITH THIS WINTER'S NATURAL GAS SHORYAGE. ,
| [ FEAR THAT, UNLESS THE CONGRESS IS WILLING TO ELIMINATE SOME OF
| THE MORE UNACCEPTABLE PROVISIONS, WE WILL NOT HAVE THE URGENTLY

. NEEDED AUTHORITIES, WHICH | PREVIOUSLY MENTIONED, ENACTED INTO LAW,

- Access BY PRIORITY INIEBﬁIAIELEURQHASERS_IQ_NAIURAL_EAS
|

|

COMMISSION TO DESIGNATL INTERSTATE PIPIIINES HH?CH ARE \ .Tl'

.SECTION 4 OFIIR 9MBMWOULD REQUIRE TPL LEQFRAL Posz

——— e

UUNLIKELY TO HAVE SUFF]CIENT SUPPIY FOR L%SENTIAL USERS T

, N : e
AND ENABLE THESE PIPELINFS T0 BUY GAS FTOM ANY ON SHORE ' _i :

H

VﬁSOURCE AT RRICES SET- BY THE FPC THI% SECTION, WOULD ALSO ’f;ff

t.ALLOW DESIGNATED INTERSTATE PlPFLIN S TO RECEIVE PRIORITY

~ TO PURCHASE OUTER CONTINENTAL SHTLF NATU WAL GAS. AT REGULATLD

. PRICES 1IN AMOUNTS SUFFICIENT FOR THE RLOIIRFMENTS or THEIR
 LESSENTIAL USERS.: - ' '

A
: .
S

g A MOST DISTURBING FEATURE OF H R 946413 SECTION q (c) WHICH
fJ;MNOULD REGULATE THE WELLHEAD PnICE OF- ALL GAS, lNCLUDlNG

' PRESENFLY UNREGULAFED INTRASTATE GAS. SUCH INTRASTATE o
: 1'1 PEGU[ATIO” IS BOTH unwiE"A D UNACCEPTABLE FOR 'SEVERAL _f_ -

L SUBS*ANTIAL REA cws-fi‘itf354¢>jga, L T-’T— o i*7f?~ff+'

?‘_T;}:“ii;%-,0‘7 THL PRINCIPAL RtASuN FOR THE PRESENT STATL CF o f;f

;, NATURAL GAS °HORTAGES IS THE CURRENT SYSTEM OF
REGULATION, WHICH INHIPITS PRODUCTION AND SHOULD

V
T EATENDED TO THE 'INTRASTATE MARKET . \N‘Q;;k//


http:S~BstA~t'I.AL
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AN ARTIFICIALLY CONTROLLED, LOW-PRICE (RELATIVE

70 ALTERNATIVE FUELS) ENCOURAGES EXCESSIVE CON-
SUMPTI1ON OF NATURAL GAS,

CONTINUED EXCESSIVE CONSUMPTION EXACERBATEé
SHORTAGES, AND

REQUIRES BUREAUCRATIC DECISIONS AS TO WHAT IN-

DUSTRIFS AND OTHER USERS WILL RECEIVE PRIORITY,
e SINCE THE AMOUNT OF NATURAL GAS AVAILABLE

‘ { i
‘.OVER THE SHORT "TERM IS LIMITED; THE A
i - e

t

SETTING OF PRIORITIES AMOUNTS 10" TAKING .
e PR ‘NATURAL GA> FROM#SOME AND GIVING 1T T0 -

b OTHERS- EIETRE DU NI E

o o REGULATION OF INIRASTA F}PkiceéﬁWIgﬁ_Re;RR;IMﬂENsEf?3
o ADMINIOTRATIVE BURDEN - ' L I )
0-  BECAUSE OF LACK OF LATA IN THE INTRASTATE MARkET;
[T WILL BE DIFFICULT TO ESTABLISH REGULATED -
| RATES WITHIN THE BILL'S TIME REQUIREMENTS, |
THEREBY MAKING 1T INEFFECTIVE FOR THIS WINTER.;{”

o THE UNCERTA NllE ,QTEMMING FROM PROBABLE LAN - _{7f,
- ~;§rf-?_.,-§ eusz CHALLENGINb RATES REQUIRED TO BE ESTABLISHED

‘1?5ﬁ5:3§~;g;%:*;“——~5 THIS, BILL W LV VERY LIKELY ;MPCDE THc FLO“ OF- -
ST T e ADDIIIONAL Iu.n' TATE GAS- INTO THE 'hTE°°TA1F

;:ff;farﬂ:,:*ftéi ~PIPELINE SYSTEM.Mj;rl“ T ‘”::‘f‘ - ”:"’4'%‘j

0" THERE 18 SERIOUS CONCERN BY INTRASTATE SOURCES THAT
" sHORT TERM (180 DAY) SALES INTO THE INTERSTAFE <

,\"
S



. -

- FURTH' AOR ;isErTION [y PAIL; ) PR:SSLY To PROVIDE FOR EHERCINEY
| PURCHhScb AT UIREGULAIPD PRICES BLTNVEN INTERSTATE'PIPELIHEsf'f_‘

"‘OR BET”EE‘; ! T”QQ*PTE - “"LIWES AND DISIRIBUTORS; AS‘

- THAT ARE SHORT OF SUPPLY.
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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 -
INTERSTATE PIPELINES, THUS DEFEATING THE WHOLE
PURPOSE OF SECTION 4,

|
WHILE THE OBJECTIVE OF MAKING MORE GAS AVAILABLE TO THE

INTERSTATE MARKET 1S SIMIIAR TO TITLE Il oF THE ADMINISTRATION s
BILL, THE ADMINISTRATION ‘S APPROACH IS MLCH PREIERABLE IN!THAT ‘
CIT AVOIDS THE PROBLEMS wHICH P HAVE JUST DISCJSSED THAT' ARE ;g
INHERENT IN SETTING CEILING PRI(ES OI INTRASTATE NATURAL GAS.j
THE ADMINISTRATION s, BILL WOULD PROVIDE FOR EMERGENCY SALES :
AT THE MARKET PRICE FOR P TO 180 DAYS. AS I HAVE ALREAUY
MENTIONED, THIS APPROACH - DUE TO rHE ABILITY OF THE PIPELINE

S {0 ROLL IN THE NEW PRICES INTO ITS RATE BASE - IS NOT: EXPECTED
TO CAUSE MUCH INCREASE IN NATURAL oS PRICES._ FURTHERMORE,
_THIS APPROACH IS DEMONSTRABLY WORKABLE IN EMERCENCY SITUATIONS;
BEING BASED AS 1T IS ON REGULATORV "PROGRAMS Cr THE FEDERAL o

POWt2 COMMI SION FOR 180 DA. EMERGENCV SALES AND FOR SUCH
SALEo OF SHOR.ER DUPATION (HO DAYS) |

pROVIDED FOR IN THE ADMINISTRATIOD S BILL. SULH PRO/ISIO&S

A e R



‘\. ..

i

_ 3 IN FURTHFP COMPLIPATIONS TO AN ALREADY DIFFIC LT PROBLEM."qu

‘7AFURTHERMORE,"THE_VERY NATURE OF EHERGENCY7LEGISLATIOH REQUIRES

. AND [ BELIEVE SHOULD BE DELETED..

- -17- Lo

SECTION 4 () OF THE BILL STATES THAT GAS WHICH COULD HAVE
BEEN PRODUCED DURING THE PERIOD THAT THIS ACT IS IN EFFECT,
BUT WAS NOT PRODUCED OR SOLD, MAY NOT AT ANY TIME THEREAFTER

| |
BE SOLD AT A PRICE ABOVE THAT PERMITTED UNDER THIS ACT. THI1S

"PROVISION WOULD CREATE AN ENORMOUS ADMINISTRATIVE.PROBLEM

AND WOULD CERTAINLY LEAD TO EXTENSIVE LITIGATIDN,_POSSIBLY

5 JEOPARDIZING THE: WORKABILITY OF ALL THE OTHER EMERGENCY'
. AUTHORITIEs. -

o 'f - . "',7‘-_:7-' "’,“" el

A;RLQ;;'U_;.‘

Ny

SECTION 5 -QF H R 9464 ESTABLISHES A PRIORITY FOR AGRICULTURAL,.'
FOOD'PROCESSING AND FOOD PACKAGING bSES.A THIs AOMINIsrRATION
Is STRONGLY COMMITTED TO AGRICULTURAL PRIORITIEs. HOWEVER, .
ESSENIIAL AGRICULTURAL NEEDS hAVE BEEA RECOGNIZED AND ARE 4
BEING MET BY THE PRESENT CURTAILMEIT PRIORITIES OF THE FEDERAL :
POWFP COMMISS'ON.‘ FURTHERMOPE, SECTION 5 ARuUABL{ AUTHORIZES |
THE SECRETARY OF AGRICULTURE TO ALLOCATE NATURAL GAs, EVEN
BETWEEN P'PELINE »i' B f A - - )
L FEEL THAT AUTHORIZING ;HE SECRETARY OF AGRICULTURE T0 ALLOCATE-
NATURAL GAS WOULD BE- COL .EPPROOUCTIVE AND COULD OALY RESUEI

THE PRESEAT "RIO;I TS YJ.LM I“ SLFFIC EhT’TO g ' ESS N1 RL‘T5*"9

el hGRlCU-IJHHh NL L K\”T’UYHFJ \U‘ LE IAMPEPLJ H;IHT ) .lE~1Q*7leZ

EXTth. FUUNUA N S>O:If@;ir»12 f:¥7;af f’;lifjxqujg’if” - = -
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ProHIBITION OF USE oF NATURAL GAs As -BoiLER FUuEL

| SecTion 6 oF H.R. 9464 wouLp ExTEND UNTIL June 30, 1976, THE
RECENTLY EXPIRED AUTHORITY UNDER ESECA TO REQUIRE ELECTRIC
UTILITY .AND MAJOR INDUSTRIAL BOILER CONVERSIONS FROM

NATURAL GAS OR-OTL TO COAL. THIS SECTION WOULD ALSO PRO—'
HIBIT NATURAL GAS USE BY ELECTRIC GENERATING SYSTEMS, IF

l

“'SUCH POWERPLANTS HAVE THE CAPABILITY T0 coNVERT TO PETROLEUAe';;
.‘,I ;i= _ - i _~ l . ,' .."!._i,.,:.L-‘
»ﬁﬂ-;Iﬁ“'PRODUCTS. ij*, | u-f_ R ".-
¢ UTILITY GAS BOlLER CONVERSIOI SECTION
’JOF H.R 9464 WOULD HAVE A LIMITED IMPA(T FOR THI> WINTER s

’““7“EXDECTED CURTA LNENTS BECAUSE UF

'T'THE FORCED ELECTRI

v Catemas .

IHE AIMINISTRATIVE DIFEI—’f**
. CULTIES IN MANDATING CONVERSIOJS, THE: LIMITED EXISTENCE OF -

Lt

aLIN TRANSPORTING OIL. TO THE POINT OF USE.

THIs SFCTION FAILs ADEQUATELY 0 INTEGRATE THE ”OIL | SR
"'CONVERSION AbTHORITY IN SbBSE TION (A) NITH THF LbECA "?‘;"s
N PPOGRAM, LEAVINC IT UNCL AR WhtIHER COAL OR OIL CONVERSION

S 1> To DE ORULRFH_W‘EL; an InJLD BE PossIBIL.-_A NUMBCRa—;f'iﬁ e
if‘?i»e-C“ 8l H R "“LATANT;TLHI.IEA_ DIsrREPATLIE< BET IEEN THE uIL g

AN - WF—"\
fAf’QZ EllNINATED O AS TO AVOID UNV AR‘ IMPtEMEh]AT}CN R ”LEWJ.(

%
ER
R
a

CTIES INCLUDING CONVERSION OF MAJOR FUEL BURNING JMSTALLATIUNS

5 ;quALTERNATIVE FUFL BJRNING CAPAB LITY, AND THE DIrFICULTICS ff-iﬂ},

::;;;1<-P0M”ERD ow AUTHleTI IN oECTIUN 6 (A) AND _ Eb[CA bHOULD BL‘*J‘i'A;
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TO OIL IF COAL CONVERSION IS NOT FEASIBLE. 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 INSTALLATIONS; AND REVISED TECHNICALLY TO COMPLE-
MENT THE PRIOR LAW AS "DOES THE ADMINIST%ATION S PROPOSALI R

WHILE%GONSUMP‘ION IN IHE ELECTRIC’UTILITY SECTDR Is 3 5 Tcr,

A ;

A' “NOT AUL OF THIS AMOUND COULD POTENTIALLN BE CONVERTED T0: OIHER;
FUELS. THE FEDERAL PowER COMMISOION HAS ONLY COMPILED DATA »
CONCERNING FLECTRIC GENERATING PLANTS IN THE NEST SOUTH

i
g i
3
i
3
1

CENTRAL REG1O N, BUT. THEY STATr THAT 17 LARGE DOwER PLANTo;g;;{-,

COUlD RESULT IN ANNUAL SAVINGS OF 180 BGF. As MENTIONED ABOVE,.~-
INCLdSION OF MAJOR FUEL BURNINC INSTALLATIONS COLLD RESULT =

- -

CIN EVEN LARGER ANNUAL SAVINh\.; ”-3 i ':,:t;{“ «quilth;iif

- As I HAVE ALREADY DIchSSED, wE DO 'NOT THINK THAT AUIHORITY B
o T MANDATE BOILER FUEL CONVEPSION FROM RATURAL GAs TO ALTERNATE
i,ifﬁ_:_; FUELS IS EXFECTED TO HAVE- A S‘GNIrICANT EFFECT- THIS WINTER, __;;:
o | BUT COULD BE EXTREMELY USEFUL TO MEET NEXT TEAR‘S SITUAT‘ON.;

f,if:;?tiifT ‘RE~AAS‘D:RN ijE O”Cr»??“ ““O”T ADMINISTRAIJON UF\

--g‘*f}«“' DOILLR TUEL I.OHIB oN- AU:HJRl'Ic 1 DOI_L;In-nR'TE o

rr‘l\l

- ;, SHOULD 5» ANY DOU5. Aé TO R LOM“ TMEN T T.Is RROGRAmg - -

OR Our ABILITY 10 CARR” I. uUlni A NATURAL GA B“ILER FUELAW,‘;If»

st e



=1‘§f

e
)

- FOMMTSSTOH 10 “IPr”T ANV “'R»"N» TC ESTABLISH A PH\s;cALf:?:*”3

X DESIGNAFED NATURAL GAS FIELDS OCCUR AT THE MAXIMUM EFFICIENT
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OBTAINED IN ADMINISTERING OUR COAL CONVERSION REGULATORY PROGRAM
unDER ESECA.,

Vi

‘PropucTion oF Gas AT THE MAximMum EFEICIENT RATE

SECTION / OF H.R.9H64 WOULD REQUIRE THAT PRODUCTION FROM -

RATE,;AND WOULD PROVI%E AUTHORITY TO ORDER PRODOCTION ABOVE C
THIS LEVEL ON A TEMPORARY EMERGENCY BASIS, WHILE WE ARE ffnfi' o
NON STUDYING THE MERITS oF THIS (PROVISION, WE QUESTION ;"_
NHETHER THIS AUTHORITY WOULD PROVIOE ANY INCREASED PRODJCTION
DURING THE EIGHT MONTH DURATION OF THE BELL, WE ARE VERv'cONc"RNED i
* THAT THE BONDING AND INDEMNIFICATION REODIREHENTS OF SEGTION .
7(c)’3) ARE Or SUCH POTENTIAL ECONOMIC LIABILITY THAT PRIORITY

PLIRCHASERS WOULD BE MOST RELU"TANT TO PUECHASE ANY GAS PRODUCED

| aove MER,

EJ_EELLN.E.lNJLEECQMLQJ_LQﬂi B .;;,j_"-fif |

SECTION 8 OF~ THE H R 9464 AUTHORIZEa THE FEDERAL POWER

INTEPGONNECT-OM 5=THCE4 ERY :rcrllluh FACIL sz;OEP* OTHER T - -

P'PFLINE AND TO AFPORTION thxTAB-Y THE ¢0§T°-Or ANY sucH ;-’"";“

IIlEQFO“NFLTlﬂN '"O'THE I PEllNE “ND/ON i PRTOD'IV BUR HAQER C IO
— i o =
THls SECTION APPEARS UNTEGESSARY TO LMPLEMENT THE SHORT (ERM i

/\
P TP e oLl S . . . R

).1
2/
U
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';'7MR CH\IRMAN, nHAT CON(LUDES MY PREPARED REMARKS; ~I WOULD
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IN suMMATION, MR. CHAIRMAN, [ BELIEVE THAT, ON THE MERITS,
THE ADMINISTRATION’S BILL WILL PROVIDE NEEDED AUTHORITIES
WHILE H.R. 9464 1S OBJUECTIONABLE IN ITS PRESENT 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-
.LATION ENACTED INTO LAW.

9 s

: N e o T

BE HAPPY TO RESPOVD T0 ANY QUESTIONS WHicw YOU OR MEMBERS'
OF THE COMMITTEE NIGPT HAVE. . ’

- - —
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